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SUBJECT: Fraud Hotline Investigation of Water Theft 

_________________________________________________________________ 

On May 4, 2017, the Office of the City Auditor received an anonymous Fraud Hotline 

report alleging that a City vendor for the City’s two general aviation airports, has been 

using water from City hydrants without paying for several years. Our investigation 

determined that the allegation was substantiated. It also appears that the vendor may have 

violated the San Diego Municipal Code section regarding use of water from a City fire 

hydrant. We noted that the City’s contract with the vendor did not require the vendor to 

pay for the water and City staff directed the vendor to use the water without a meter for 

approximately 10 years.   

We also determined that a new contract, which was out for bid during our investigation, 

did not address water use, and did not include a reference to the City’s Fire Hydrant 

Meter Program. Although a different vendor raised the question at a recent pre-bid 

conference, Airports Division staff did not provide that information to the Purchasing and 

Contracting Department to be included as an addendum to the contract.  

We made four recommendations to hold the vendor accountable, update City’s policy, 

recover costs, and include payment for water use in the new contract. City management 

agreed to implement all four recommendations.  
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The City Operates Two General Aviation Airports 

The Airports Division of the City’s Real Estate Assets Department manages two general 

aviation airports, currently known as Montgomery-Gibbs Executive Airport 

(Montgomery Field) and Brown Field Municipal Airport (Brown Field). General aviation 

airports, such as the City’s, service most civilian aviation activities. Both airports are 

available to help relieve air traffic congestion from the San Diego International Airport. 

 

San Diego Municipal Code Requires Authorization, Metering, and Payment for Fire 

Hydrant Water Use 

San Diego Municipal Code (SDMC) §67.0212(b) states, “It is unlawful to use City water 

from a fire hydrant for purposes other than extinguishing a fire without prior 

authorization from the Department and installation of a fire hydrant meter, regardless of 

knowledge or intent.”  

Also, SDMC §67.0509 and §67.0510 require construction-metered water use and City 

department water to be billed at applicable rates.  

 

The City’s Fire Hydrant Meter Program is Standard in Construction Contracts  

A standard section in the City’s construction contracts refers to the City’s Fire Hydrant 

Meter Program (Attachment A). The 13-page policy includes a description of the Public 

Utilities Department’s (PUD) program, and outlines the acceptable use of water from 

City hydrants. The document is dated April 21, 2000, and contains obsolete references to 

the SDMC and other references that need to be updated. However, the substantive 

description of the policy is consistent with the way the program currently operates.  

Section 8 of the document is titled, “Unauthorized use of water from a hydrant.” The 

relevant parts of that section read as follows: 

8.1  Use of water from any fire hydrant without a properly issued and installed 

fire hydrant meter is theft of City property. Customers who use water for 

unauthorized purposes or without a City of San Diego issued meter will be 

prosecuted. 
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8.2  If any unauthorized connection, disconnection or relocation of a fire 

hydrant meter, or other connection device is made by anyone other than 

authorized Water Department personnel, the person making the 

connection will be prosecuted for a violation of San Diego Municipal 

Code, Section 67.15. In the case of a second offense, the customer's fire 

hydrant meter shall be confiscated and/or the deposit will be forfeited. 

8.3  Unauthorized water use shall be billed to the responsible party. Water use 

charges shall be based on meter readings, or estimates when meter 

readings are not available. 

8.4  In case of unauthorized water use, the customer shall be billed for all 

applicable charges as if proper authorization for the water use had been 

obtained, including but not limited to bi-monthly service charges, 

installation charges and removal charges. 

According to PUD, Code Compliance officers in the Department issue Administrative 

Citations or Administrative Warnings when they are able to confirm the theft of water 

from fire hydrants.  

 

Airport Vendors Are Not Exempt from the City’s Fire Hydrant Meter Program 

Some City fire hydrants are connected to a large master water meter that records the 

volume of water drawn. The large master water meters allow City departments to be 

billed for water used. However, regardless of whether or not the water drawn from a fire 

hydrant is metered by a large master water meter, airport vendors are not exempt from the 

requirement that they use an approved City fire hydrant water meter and pay for the water 

that they use. The large master water meters merely account for the volume of water that 

is used.  

According to PUD, water mains that belong to PUD feed all of the fire hydrants located 

at Montgomery Field. These hydrants are not associated with large master water meters. 

As such, use of any of the fire hydrants would be considered taking water without 

authorization through and unmetered connection.  
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The Brown Field hydrants that are located on the east side of the airport, including a 

hydrant in front of the control tower which was identified through the course of our 

investigation as being used by the vendor, are associated with master water meters. As 

such, the Airports Division pays for the amount of water used by the hydrant. PUD noted 

that the hydrants located to the west of the airport are not connected to a large master 

water meter and are not billed to the Airports Division.   

Image 1, below, which we obtained from Google Street View, depicts an unrelated City 

vendor filling a truck with water from a City fire hydrant at Brown Field. PUD staff 

confirmed that the fire hydrant attachments shown in the image appear to be a City-issued 

mobile fire hydrant water meter with a properly installed reduced pressure backflow 

preventer assembly and an air gap on the water truck. Note that although this particular 

fire hydrant is associated with a large master water meter, airport vendors are not exempt 

from complying with the City’s Fire Hydrant Meter Program, as the vendor shown below 

is doing. 

 

Image 1 

Unrelated Vendor Filling a Truck with Water from a City Fire Hydrant 

 
Source: Google Street View, April 2016 
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Prior Contract Did Not Address Water Use 

Our investigation determined that the vendor’s prior contract did not contain any 

reference to the City’s Fire Hydrant Meter Program, and did not address payment for 

water use. In fact, the only reference to water use associated with the contract was 

provided by the vendor’s proposal, which stated, “We will properly use the hydrants or 

other water sources and pay for all water used as part of our operation.” It is not clear if 

the proposal’s reference to proper use of fire hydrants and payments for water would be 

legally sufficient to bind the vendor and require that they pay for water that they used in 

the past. 

 

Current Invitation to Bid Does Not Address Water Use 

The City recently began advertising a new contract for the same airport services at 

Montgomery Field and Brown Field. However, the new invitation to bid did not include a 

reference to the City’s Fire Hydrant Meter Program. As of the date of this Fraud Hotline 

Report, City staff had not included the water use information in the draft amendment to 

the contract.  

 

Airports Division Staff Did Not Require Hydrant Meter Use 

Our investigation determined that City staff from the Airports Division did not require 

the vendor to obtain and use a fire hydrant water meter. This appears to have been a past 

practice dating back several years. According to the vendor’s CEO, the practice has been 

in place for approximately 10 years. The Airports Division staff we interviewed were not 

aware of the City’s Fire Hydrant Meter Program.  
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Conclusion 

Our investigation confirmed the Fraud Hotline complainant’s allegation that the vendor 

had been using water from City hydrants for several years without using a meter and 

paying for the water used. This practice has been permitted by Airports Division staff for 

approximately 10 years.  

According to interviews with PUD staff, it is unlawful to use City water from a fire 

hydrant without obtaining and using a fire hydrant meter. Although some of the 

references in the City’s Fire Hydrant Meter Program are not current, the procedure 

outlined in the document accurately describes how the program currently works. While 

some hydrants are connected to large master meters that record the amount of water used, 

all City vendors are still required to pay for the water they use. According to SDMC 

§67.0212(b), using water from a fire hydrant for purposes other than extinguishing a fire 

is unlawful “regardless of knowledge or intent.” PUD staff issue Administrative Citations 

or Administrative Warnings when they are able to confirm the theft of water from fire 

hydrants.  
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Recommendations and Management’s Responses (see Attachment B for definitions 

of Fraud Hotline recommendation priorities) 

1. We recommend that the Public Utilities Department’s Customer Support 

Division conduct an investigation to determine if an Administrative Citation or 

Administrative Warning is warranted based on the information contained in the 

confidential version of this report and take the appropriate action (Priority 1). 

 

Management Response: Agree 

 

The Public Utilities Customer Support Division will conduct the investigation to 

determine if an Administrative Citation or Administrative Warning is warranted 

based on the information contained in the confidential version of the report and 

take the appropriate action. 

 

Target Implementation Date: June 30, 2018 

 

 

2. We recommend that the Public Utilities Department update the Fire Hydrant 

Meter Program to reflect the current SDMC references and any other changes 

to the program (Priority 3). 

 

Management Response: Agree 

The Public Utilities Department will update the Fire Hydrant Meter Program 

Departmental Instruction to reflect appropriate SDMC and other changes to the 

program. 

Target Implementation Date: December 31, 2018 
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3. We recommend that the Public Utilities Department, in consultation with the 

Office of the City Attorney, determine if the costs of water use related to the 

2012, and prior contracts, should be recovered from the vendor, and take the 

appropriate action (Priority 2). 

 

Management Response: Agree 

Since the operation of the water system and water billing is the responsibility of 

the Public Utilities Department, the Public Utilities Department will take the lead 

on determining the cost of water use in consultation with the Office of the City 

Attorney and if warranted pursue the appropriate action with the Real Estate 

Assets Department. 

Target Implementation Date: July 1, 2018 

 

4. We recommend that the Airports Division of the Real Estate Assets Department 

include the Public Utilities Department’s Fire Hydrant Meter Program as an 

addendum to the new contract, or otherwise address payment for water use 

(Priority 1). 

 

Management Response: Agree 

Contractor shall be responsible for ensuring that all [equipment] contain the 

necessary amount of water required for the performance of this Contract. In the 

event that additional water is necessary to complete a given [service] activity, 

Contractor shall be permitted, with prior approval by the Airport Manager, to re-

fill the [equipment] with water from a City-owned fire hydrant at the Airport(s), 

but only if Contractor is in compliance with the following: 1) Contractor has Fire 

Hydrant Construction Meter(s) installed on all [equipment] requested to be re-

filled; 2) Contractor bears the costs of any necessary water refills; and 3) San 

Diego Municipal Code section 67.0212 and Attachment 4: City of San Diego 

California Department Instruction 55.27, as may be amended, and attached hereto. 

Target Implementation Date: June 30, 2018 
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The information in this report is being provided to you under the authority of California 

Government Code §53087.6, which states: 

 

(e) (2) Any investigative audit conducted pursuant to this subdivision shall be 

kept confidential, except to issue any report of an investigation that has been 

substantiated, or to release any findings resulting from a completed investigation 

that are deemed necessary to serve the interests of the public. In any event, the 

identity of the individual or individuals reporting the improper government 

activity, and the subject employee or employees shall be kept confidential.  

 

(3) Notwithstanding paragraph (2), the auditor or controller may provide a copy 

of a substantiated audit report that includes the identities of the subject employee 

or employees and other pertinent information concerning the investigation to the 

appropriate appointing authority for disciplinary purposes. The substantiated audit 

report, any subsequent investigatory materials or information, and the disposition 

of any resulting disciplinary proceedings are subject to the confidentiality 

provisions of applicable local, state, and federal statutes, rules, and regulations. 

 

Thank you for taking action on this issue. 

 

Respectfully submitted, 

 

 

 
Eduardo Luna 

City Auditor 
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Attachment A – Fire Hydrant Meter Program 
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Attachment B – Definition of Fraud Hotline Recommendation Priorities 

DEFINITIONS OF PRIORITY 1, 2, AND 3 

FRAUD HOTLINE RECOMMENDATIONS 

 

The Office of the City Auditor maintains a priority classification scheme for Fraud 

Hotline recommendations based on the importance of each recommendation to the City, 

as described in the table below. While the City Auditor is responsible for providing a 

priority classification for recommendations, it is the City Administration’s responsibility 

to establish a target date to implement each recommendation taking into considerations 

its priority. The City Auditor requests that target dates be included in the 

Administration’s official response to the findings and recommendations. 

 

Priority 

Class1 Description 

1 

Fraud or serious violations are being committed.  

Significant fiscal and/or equivalent non-fiscal losses are occurring. 

Costly and/or detrimental operational inefficiencies are taking place. 

A significant internal control weakness has been identified. 

2 

The potential for incurring significant fiscal and/or equivalent non-fiscal 

losses exists. 

The potential for costly and/or detrimental operational inefficiencies exists. 

The potential for strengthening or improving internal controls exists. 

3 Operation or administrative process will be improved. 

 

 

 

                                                        

1 The City Auditor is responsible for assigning Fraud Hotline recommendation priority class numbers. A 

recommendation which clearly fits the description for more than one priority class shall be assigned the 

higher number. 


