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Anyone desiring to speak on an agenda item at this meeting may do so during the 
consideration of that item. Due to time constraints and the number of persons wishing 
to give oral testimony, public comments will be limited to three (3) minutes. 
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WEDNESDAY, JULY 17, 2024 
 

A. ATTENDANCE & CALL TO ORDER 
 

B. PUBLIC COMMENT 
(Any person wishing to provide public comment may do so at this time.) 
 
C. APPROVAL OF MINUTES 

a. April 17, 2024 Regular Meeting 
 

D. COMMUNICATIONS 
a. WWTP Operations Discussion & Facility Tour 
b. City Council Water Utility & Wastewater Utility Rate Increase Status 
c. South Mountain Water Company Shares Sale 

 
E.  NEW BUSINESS 

a. Director’s Report 
i. Revenues & Expenses To Date 

ii. O&M 
iii. CIP Status Update 
iv. South Mountain Water Company Shares Sale 

 
F. COMMITTEE MEMBER ANNOUNCEMENTS AND REQUEST FOR FUTURE AGENDA ITEMS 

 
G. ADJOURNMENT – Next Meeting is October 16, 2024 @ 6:30 pm (Hinckley Water Treatment Plant) 

  
 ATTACHMENTS:  

1. Draft Minutes of April 17, 2024 Regular Meeting 
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Regular meeting of the City of Redlands Municipal Utilities Advisory Committee on April 17, 2024 at 6:32 PM in 
the City Council Chambers located at 35 Cajon Street, Suite 2. The meeting was an in-person meeting.   

 
A. ATTENDANCE & CALL TO ORDER  

Present: Desiree Reyes, Committee Member 
Brandon Lopez, Committee Member 

  Sid Jain, Committee Member 
  Aholibama Ojeda, Committee Member 

John James, Committee Member 
Richard Corneille, Committee Member  
Dan Jimenez, Committee Member 

 
Staff: John Harris, Municipal Utilities & Engineering Department Director; Goutam Dobey, City 

Engineer; Fernando Mata, Wastewater Utility Manager; Jungjoon Park, Joint Utilities Laboratory 
Manager; Gerard Nepomuceno, Civil Engineer; James Garland, Assistant Finance Director 

 
Guest  
Speakers: Sudhir Pardiwala, Lindsey Roth, John Wright with Raftelis via Zoom.  
  

B. PUBLIC COMMENT 

None. 
 

C. APPROVAL OF MINUTES 

Motion made by Chairperson James, seconded by Vice-Chair Jain, the minutes of the regular meeting of April 3, 
2024 were approved unanimously.  
 
Vote: 7 – 0 Passed 
 

D. COMMUNICATIONS 
 

a.  Rate Increase Talking Points 
 
Mr. Harris went over the talking points for the proposed water and wastewater rate increases. He stated that the 
proposed water and wastewater rate increases are essential to maintain and improve service quality. For water 
services, a 2% rate increase is needed to generate additional revenue, translating to approximately $4.78 more 
on a typical residential bi-monthly bill (3/4" meter/40 ccf usage). This increment, about half of the annual 
Consumer Price Index (CPI) increase, will cover the rising costs of routine maintenance, emergency repairs, 
equipment, materials, labor, and long-term capital improvements, with Operating and Maintenance (O&M) costs 
expected to grow by 3.6% annually. Over $50 million in Capital Improvement Program (CIP) work is planned from 
FY 2025 to FY 2029. For wastewater services, a 10% rate increase is proposed to meet revenue needs, resulting 
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in an additional $3.61 on a typical residential bi-monthly bill. This increase will fund essential services, including 
maintenance, emergency repairs, equipment, materials, labor, capital improvements, and debt service for a $45 
million State Revolving Fund loan to rebuild the wastewater treatment plant (WWTP). Wastewater O&M costs 
are projected to rise by 3.7% annually, with over $66 million in CIP work scheduled from FY 2025 to FY 2029. 
Overall, a typical residential customer will see a combined increase of approximately $8.39 in their bi-monthly 
water and wastewater bill. 
 

E. NEW BUSINESS 

 
a.    City Council Presentation Review – John James 

 
Mr. James reviewed his upcoming presentation for the May 7th City Council meeting, focusing on proposed water 
and wastewater rate adjustments and their necessity. He outlined recommended adjustments for wastewater, 
potable water, and non-potable water utilities: a 10% annual increase for wastewater over two years, a 2% annual 
increase for potable water, and no changes for non-potable water rates. There was a discussion about the 
presentation's language, content and formatting, and minor corrections were requested. 
 
Dennis Bell, resident, commented that the residents will likely overlook Prop. 18 notices and focus solely on the 
rate increases. 
 

b.    City Council Rate Recommendations – Vote 
 

Motion made by Vice-Chair Jain, seconded by Committee Member Ojeda, wastewater rate adjustment of 10% a 
year for fiscal years 24/25 and 25/26, were approved unanimously. Vote 7:0 
 
Motion made by Vice-Chair Jain, seconded by Committee Member Lopez, potable rate adjustment of 2% a year 
for fiscal years 24/25 and 25/26, were approved unanimously. Vote 7:0 
 

c.     Proposed Future Meeting Scheduling 
 
Mr. Harris suggested that the committee should meet quarterly to monitor the progress of the rate 
adjustments and expenditures. He proposed the following dates for the meetings: July 17, 2024, October 16, 
2024, January 15, 2025, and April 16, 2025.  
 
Following a deliberation on scheduling the next meeting, the committee agreed to this quarterly schedule. The 
committee requested that the agenda for these meetings include a review of total revenues to date and their 
yearly tracking, a comparison of total expenses versus capital expenditures, and an overview of available cash. 
Additionally, the committee asked to arrange a visit to the wastewater plant. 
   

F. COMMITTEE MEMBER ANNOUNCEMENTS AND REQUEST FOR FUTURE AGENDA ITEMS 
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An announcement was made about the upcoming Redlands Earth Day event, titled "A Day of Climate Action in 
Redlands." This event will showcase various projects and community initiatives. Details about the projects can be 
found on RedlandsEarthDay.org. The event is scheduled to take place at the Redlands Bowl on April 20th. 
  

G. ADJOURNMENT – Next regular meeting will be on July 17, 2024.  

There being no further business the meeting adjourned at 7:37 PM. The next regular meeting of the City of 
Redlands Utilities Advisory Committee will be scheduled for 6:30pm on July 17, 2024. 



UTILITY ADVISORY COMMITTEE 
MEETING

South Mountain Water Company Shares Sale

John R. Harris

Municipal Utilities & Engineering Director

July 17, 2024



• Lugonia Water Company 837.5/3700 (23%)
• Redlands Water Company 1234.8/1488 (83%)
• West Redlands Water Company 464.5/805 (58%)
• Lugonia Park Water Company 48.5/196 (25%)
• Bear Valley Mutual Water Company 90967/250341 (36%)
• Crafton Water Company 408.75/3716.75 (11%)
• Redlands Heights Water Company   982.5/1289 (76%)
• South Mountain Water Company 911/1000 (91%)

(Sold All SMWC Shares – January/February 2024)
• Happe Mutual Well Company   12/50 (24%)
• Raught Mutual Well Company 48/457 (10%)

MUTUAL WATER COMPANY & WELL 
COMPANY INVESTMENTS



• State Water Project – Very Rarely Used

• Groundwater Extractions – 50%

• WWTP Recycled Water Production – 4 MGD

SUPPLEMENTAL WATER SOURCES



• SMWC Bylaws Do Not Allow Retail Water Sales

• Nitrates

• No Connection To City Water Treatment Plants ($$$)

• Skyrocketing SMWC Assessments (91% City Obligation)

• City Staff Operated & Maintained SMWC System Without 
Compensation

• Intentional Water Over-Allocation

• Intentional Over-Pumping - BVMWC

• Water Exchange Agreement Obligations Not Met

• Only Two (2) SMWC Water Users – DPF & CHCC

WHY SELL SMWC SHARES?



SMWC SYSTEM DIAGRAM



3. WATER EXCHANGE AGREEMENT ISSUE 
RESOLUTION – DELIVERY OBLIGATION

1. 56 Shares x 5.37 MI/Share = 300.72 MI/month
2. x 10 months = 3,007.2 MI
3. Total Deliveries = 1,750.219 MI (58%)
4. 1,257.071 MI Shortfall = 62 AF
5. 62 AF = 120 SFR Annual Usage



• City Council Meetings
2/21/2023
1/16/2024
2/20/2024

• Yucaipa SGMA Meeting
• South Mesa Water Company GM Discussions
• Yucaipa Valley Water District Meetings

1/2/2024     (Closed Session)
1/16/2024
2/6/2024

TRANSACTION TRANSPARENCY



• YVWD – Unsolicited Purchase Offer

• City - SMWC Land Valuation

54 Acres @ $700,000

Heavily Encumbered

No Other Known Appraisals

• SMWC Board – Share Valuation

• DPF Purchase Offer - $500/Share

TRANSACTION DETAILS



• Absolutely No Potable Water Supply Loss

• Absolutely No Water Utility Rate Increase 
Association

• Reviewed By City Attorney & Outside Counsel 
(Corporate & Water Law Attorneys)

• Approximately $380K Annual Water Fund 
Savings

FINAL TRANSACTION THOUGHTS



QUESTIONS?

John R. Harris

Municipal Utilities & Engineering Director

jharris@cityofredlands.org



 

City of 
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Municipal Utilities & Engineering Department 
 
 
 

TO:  John James, Utility Advisory Committee Chair 
 
FROM:  John R. Harris, Municipal Utilities & Engineering Department Director 
 
DATE:   July 10, 2024 
 
SUBJECT: July 17, 2024 Director’s Report 
 

Hello and thank you for serving the Redlands community as a Utility Advisory Committee (UAC) 
member! City of Redlands Municipal Code Chapter 2.70 establishes the responsibilities of the 
MUPWC as follows: 

“The powers, duties and responsibilities of the committee are to review the water and wastewater 
rates, charges and revenue requirements of the city on a biannual basis. The primary goal of the 
committee shall be to recommend water and wastewater rates that provide revenue which 
recovers the costs reasonably borne by the city in providing water and wastewater services; are 
equitable to all customer classes; are in compliance with all state and federal law; and are easily 
explained to customers. The committee shall prepare and present its recommendations to the city 
council.” 

Revenues and Expenses To Date 

Fiscal Year 24/25 has just begun, and current financial data is not yet available. However, the 
most recent revenues and expenses for FY 23/24 are provided as Attachment “B” and 
Attachment “C”. 

Operations and Maintenance Update 

Water 

Redlands is entering its peak water production season. Potable water production is currently at 
approximately ninety percent (90%), or 30 MGD, of the prior year peak season production (33.3 
MGD). Currently, total production capacity is approximately 38 MGD which varies with surface 
water availability. Recently, approximately eleven percent (11%), or 3.75 MGD, of production 
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was lost due to PFAS contamination. For more information on PFAS visit the link below. 
https://redlands-pfas-faq-coredlands.hub.arcgis.com/ 

Wastewater 

Wastewater Collections: 

The team continues to clean and inspect sewer lines throughout the city and identify utility 
manholes that need to be replaced. This ongoing process aims to program additional 
rehabilitation projects in future years, ensuring the wastewater collection system remains 
efficient. The wastewater division remains actively engaged in root control and roach control 
across the city. A “Fats, Oils, and Grease (FOG)” pilot study was recently launched in selected 
problem areas using specialized bacteria that produce biosurfactants and enzymes to help 
break down FOG. This initiative is part of the City's Sewer System Management Plan (SSMP). 

Wastewater Treatment Plant (WWTP): 

Pump Overhaul Program - Collaboration with SoCal Edison (SCE) on energy efficiency tests at 
the WWTP. The team identified several pumps with potential for energy-saving rehabilitations. 
Allocated funds in the new fiscal year will allow staff to address these pumps. 

Emergency Load Reduction Program (ELRP) - Implemented operational adjustments during 
peak hours to reduce strain on the electrical grid, supporting overall energy management. 

Air Quality Emissions - As outlined in the recent boiler permit(s), the facility's CO and NOx 
emissions have been compliant for four (4) consecutive required diagnostic checks, as per the 
Air Quality Management District. The boilers now only require semi-annual checks. 

MBR Optimization Strategy - Wastewater staff attended a conference, collaborating with MBR 
user groups to discuss control strategies and O&M measures. 

Strategy Implementation - Implemented an MBR optimization strategy aimed at reducing 
energy and chemical usage, as well as O&M demands. Reviewed MBR equipment specifications 
and testing capabilities, leading to the adoption of a quarterly MBR train isolation rotation 
strategy. This approach allows for complete train inspections, reduces equipment wear and 
tear, and prolongs membrane life while maintaining adequate capacity for current flows. 

Capital Improvement Project Status 

MUED is developing several CIP projects: 

1. Annual Waterline Replacement/Highline Replacement Project 
a. Scope – Remove and replace 25,000 LF of potable water distribution pipelines 

and replace/relocate the 13,000 LF Highline transmission pipeline. 



 

b. Schedule – The engineering phase is nearly complete, and the construction 
phase will begin in late-2024. 

c. Budget - $9,000,000 (Water Fund) 
2. Tate WTP Influent Pipeline Replacement Project 

a. Scope – Replace above-ground Mill Creek pipeline crossing with a new buried 
pipeline and construct a valve vault to efficiently regulate influent. 

b. Schedule – The engineering phase is nearly complete. USACE permitting will take 
approximately eighteen (18) months, and the construction phase will begin soon 
after. 

c. Budget - $8,000,000-$10,000,000 (Water Fund) 
3. Hinckley WTP Sludge Press Project 

a. Scope – Engineer and install equipment to de-water the water treatment process 
sludge byproduct to reduce labor and disposal costs. 

b. Schedule – Engineering plans (90% level) are complete, and City Council will 
consider a Sole Source equipment purchase from PacPress on September 2. The 
construction phase will begin in early-2025 after equipment is manufactured and 
delivered. 

c. Budget - $3,500,000-$4,000,000 (Water Fund) 
4. Sunset Reservoir Replacement Project 

a. Scope – Replace existing 3 MG steel potable water reservoir with two (2) 
partially buried 10 MG (each) concrete potable water reservoirs that meet 
current seismic resistivity standards. Although both new reservoirs will be 
engineered with this project, only one (1) will be constructed for now. 

b. Schedule – City Council will consider adoption of an environmental mitigation 
document on July 16. A procurement notice for engineering and/or construction 
services will be issued in October 2024. 

c. Budget - $20,000,000 (Water Fund) 
5. Groundwater Well Siting/Engineering Project 

a. Scope – Prepare a Preliminary Design Report evaluating up to eight (8) locations 
for a new groundwater well. Develop construction plans, specifications, and cost 
estimates. Provide bidding and construction support. 

b. Schedule – February 2025 (Engineering Phase) 
c. Budget - $3,000,000 (Water Fund) 

6. Groundwater Well Rehabilitation Project 
a. Scope – Three (3) year project to rehabilitate twelve (12) potable wells, eight (8) 

non-potable wells, and two (2) booster pump stations. 
b. Schedule – Seventeen (17) wells have been rehabilitated and the remaining 

three (3) will be completed by late-August 2024. 
c. Budget - $1,400,000 

7. SCADA Upgrade Project 
a. Scope – Four (4) year project to upgrade/expand twenty-eight (28) remote sites 

with programable logic controllers (PLC), networking, human machine 
interfacing (HMI), and end-point devices. 



 

b. Schedule – All underground electrical work is complete and work at sixteen (16) 
remote sites is complete. The remaining twelve (12) sites will be improved by 
late-August. 

c. Budget - $5,300,000 
8. Water Meter Replacement Project 

a. Scope – Replace and/or retrofit all water meters with automated metering 
infrastructure (AMI) hardware. 

b. Schedule – The project is being executed in three (3) phases. Phase 1 and Phase 
2 are complete. Phase 3 will replace/retrofit the remaining 13,765 water meters 
and will be completed by March 2025. 

c. Budget - $4,000,000 (Water Fund), $2,700,000 (U.S. BOR Grant) 
9. Automated Metering Infrastructure Project 

a. Scope – Three (3) year project to install twenty-one (21) gateway collectors to 
remotely read water consumption. 

b. Schedule – All gateway collectors have been installed. Ten (10) are operational. 
The remaining eleven (11) will be operational by late-August. 

c. Budget - $783,000 
10. Emergency Standby Generators Pre-Purchase 

a. Scope – Purchase four (4) emergency standby generators in FY 24/25 for 
installation at critical booster pump stations in FY 25/26. 

b. Schedule – Design is complete. Generators will be purchased soon. 
c. Budget - $907,000 

11. WWTP Phase 2 Improvement Project 
a. Scope – Replace and/or upgrade remaining WWTP facilities, equipment, and 

components. No planned capacity expansion with this project. 
b. Schedule – On July 2, the City Council approved the UAC recommendation to 

increase Wastewater Utility revenues by ten percent (10%) in FY 24/25 and FY 
25/26. The signed Ordinance was sent to SWRCB staff as evidence that the rates 
will cover debt service on the SRF loan. SWRCB staff is drafting a Financing 
Agreement. We anticipate beginning the construction phase in Spring 2025 and 
completing the project in Spring 2027. 

c. Budget - $45M (SRF Loan – Wastewater Fund Debt Service) 
12. Annual Sewer Pipeline Replacement/Rehabilitation Project 

a. Scope – Remove and Replace 2,500 LF of pipelines, line 8,000 LF of pipelines by 
cured in place pipe technology, remove and replace 50 manholes. 

b. Schedule – Plans and specifications are being prepared in-house and a bid notice 
will be issued in September 2024. Construction will begin in November 2024 and 
end in April 2024. 

c. Budget - $1,500,000 (Wastewater Fund) 
13. WWTP Primary Clarifier Improvement Project 

a. Scope – Remove and replace clarifier sludge collection and skimming 
mechanisms/pipes. The use of ARPA funding allows this project to be 
constructed separately from the WWTP Phase 2 Improvement Project. 



 

b. Schedule – Project specifications were developed in-house, a bid notice was 
issued on June 13, and bids will be opened on July 9. 

c. Budget - $1,000,000 (ARPA) 
14. California Street Recycled Water Pipeline Extension Project 

a. Scope – Extend a twelve inch (12”) recycled water pipeline south on California 
Street from Lugonia Avenue, beneath I-10 and the Metrolink rail. The goal is to 
convert the West Redlands Citrus Grove (west side of California Street) and the 
California Citrus Grove (east side of California Street) from potable water 
irrigation to recycled water irrigation. This will be the first recycled water service 
south of I-10. 

b. Schedule – The project was engineered in-house, is fully permitted by CalTrans 
and SBCTA, and the construction phase was recently bid. However, all bids were 
significantly higher than the project budget due to a CalTrans requirement to 
bore and case the pipeline across CalTrans right-of-way. MUED is working with 
CalTrans to relax this requirement and will re-bid the construction phase soon. 

c. Budget - $200,000 (Wastewater Fund), $200,000 (Outside Agency Funding) 
15. Joint Utilities Laboratory Expansion Project 

a. Scope – Prepare construction plans, specifications, and cost estimates to provide 
additional space necessary to support mandated water and wastewater testing. 
MUED will evaluate opportunities to create a new revenue stream by providing 
laboratory testing services to nearby utility agencies after the facility is 
expanded. 

b. Schedule – The final engineering phase will be complete in late-FY 24/25 and 
construction of the first project phase, which will expand the facility to the east 
to relocate administrative office spaces, will begin in FY 25/26 

c. Budget –  
i. FY 24/25 (Final Engineering) $500,000 (Water Fund), $500,000 

(Wastewater Fund) 
ii. FY 25/26 (Phase 1 Construction) $2M (Water Fund), $2M (Wastewater 

Fund) 

South Mountain Water Company Shares Sale 

Misinformation has been disseminated throughout the community about the City’s sale of 911 
shares of South Mountain Water Company (SMWC). On June 11, I provided the City Manager 
with written responses (Attachment “D”) to many of the questions I have heard about this sale. 
The City Manager shared these responses with the City Council. Here are just a few highlights: 

 These transactions were legal and were scrutinized by the Redlands City Attorney and 
outside counsel (Water Law Attorney and Corporate Law Attorney) prior to the sales. 

 The SMWC Bylaws restrict the retail sale of SMWC share water. 
 The shares were sold at the same value ($500/share) established by the SMWC Board of 

Directors when it offered to sell treasury shares to Bear Valley Mutual Water Company. 



 

 The SMWC Board of Director’s share valuation was made after receipt and review of 
SMWC land appraisals commissioned by Redlands in 2021. 

 Redlands is not able to receive or treat groundwater extracted by SMWC from the 
Yucaipa Groundwater Basin. 

 Selling the SMWC shares saves Redlands water utility customers approximately 
$380,000 annually in SMWC assessments, City staff labor, and lost revenue. 

 Selling the SMWC shares reduced the rate increase that is necessary to provide Water 
Utility services to our customers. 

As always, feel free to contact me anytime to discuss MUED issues, programs, projects, or 
concerns. 

John R. Harris 
jharris@cityofredlands.org 
(909) 725-1963 
 
Attachments: 
 A – Acronym List 
 B – FY 23/24 Unaudited Revenues 
 C – FY 23/24 Unaudited Expenses 
 D – SMWC Shares Sale Talking Points 
  
  



ACRONYMS 
AACE 
AF  

Association for the Advancement of Cost Engineering 
Acre-Feet 

AFD 
AFY 

Acre-Feet per Day 
Acre-Feet per Year 

ADD Average Day Demand 
AMI 
AMR 
APWA 
ARPA 
ASCE 
ASL 

Advanced Metering Infrastructure 
Automated Meter Reader 
American Public Works Association 
American Rescue Plan Act 
American Society of Civil Engineers 
Above Sea Level 

AWWA 
 
BABA 
BOD 
BOR 
BVMWC 
 
CalOSHA 
CalWARN 
CCR 
CIP 
CO 
Cogen 
CPUC 

American Water Works Association 
 
Build America Buy American 
Biological Oxygen Demand 
Bureau of Reclamation 
Bear Valley Mutual Water Company 
 
California Division of Occupational Safety and Health Agency 
California’s Water/Wastewater Agency Response Network 
Consumer Confidence Report 
Capital Improvement Program 
Carbon Monoxide 
Cogeneration 
California Public Utilities Commission 

CWC Crafton Water Company 
  
DDW 
DIF 
DLR 
DOE 
DU 
 

Division of Drinking Water 
Development Impact Fees 
Detection Limit for Purposes of Reporting 
Department of Energy 
Dwelling Unit 

EDU 
ELRP 
EOPC 
EPA 

Equivalent Dwelling Unit 
Emergency Load Reduction Program 
Engineer’s Opinion of Probable Cost 
Environmental Protection Agency 

EPS Extended Period Simulation 
ERNIE 
ES 
EVWD 

Emergency Response Network of the Inland Empire 
Equalizing Storage 
East Valley Water District 



 
FCS 
FOG 
FPS 

 
Facilities and Community Services Department 
Fats, Oil, and Grease 
Feet Per Second 

FSS 
FY 
 
GC 
GIS 

Fire Suppression Storage 
Fiscal Year 
 
Groundwater Council 
Geographical Information System 

GPCD Gallons per capita day 
GPD Gallons per day 
GPM Gallons per minute 
 
Hinckley WTP 
HP 
HSIP 
 

 
Horace P. Hinckley Water Treatment Plant 
Horsepower 
Highway Improvement Safety Program 

I-10 
I-210 
 
MBR 
MCL 
MDD 

Interstate 10 
Interstate 210 
 
Membrane Bioreactor 
Maximum Contaminate Level 
Maximum Day Demand 

MG Million Gallons 
MGD Million Gallons per Day 
mg/L Milligrams per Liter 
MUED 
 
NOx 
NPW 
NTU 

Municipal Utilities and Engineering Department 
 
Nitrogen Oxides 
Non-Potable Water 
Nephelometric Turbidity Unit 

 
O&M 
OS 

 
Operations and Maintenance 
Operational Storage 

 
PFAS 
PHD 
PMP  

 
Per- & Polyfluoroalkyl Substances 
Peak Hour Demand 
Pavement Management Program 

PPM Parts Per Million 
PRS 
PSI 
PW 
 
RW 

Pressure Reducing Stations 
Pounds per Square Inch 
Potable Water 
 
Recycled Water 



 
SAR 

 
Santa Ana River 

SB Stand-by Storage 
SBBA 
SBV 
SCADA 
SCAQMD 
SCE 

San Bernardino Basin Area 
San Bernardino Valley (formerly San Bernardino Valley Municipal Water District) 
Supervisory Control and Data Acquisition 
South Coast Air Quality Management District  
Southern California Edison 

SGMA 
SOC 
SOP 
SSMP 
SWP 
SWRCB-DDW 

Sustainable Groundwater Management Act 
Synthetic Organic Compounds 
Standard Operating Procedure 
Sewer System Management Plan 
State Water Project 
State Water Resources Control Board – Division of Drinking Water 

 
Tate WTP 

 
Henry Tate Water Treatment Plant 

TBD 
TDS 
TSS 
TTHM 
 
U.S. 
UWMP 
 
VOC 
WD 
WP 
WSCP 
WSMP 
WTP 
WWTP 

To be determined 
Total Dissolved Solids 
Total Suspended Solids 
Trihalomethanes 
 
United States 
Urban Water Management Plan 
 
Volatile Organic Compounds 
Water Distribution 
Water Production 
Water Shortage Contingency Plan 
Water System Master Plan 
Water Treatment Plant 
Wastewater Treatment Plant 
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To: Charles M. Duggan, Jr., City Manager 
 
From:  John Harris, MUED Director 
 
Date:  June 11, 2024 
 
Re:  South Mountain Water Company Shares Sale 
 
 
Considering the recent misinformation a Redlands citizen is disseminating at public meetings 
and throughout the community, I put together a few talking to provide clarification. 
 
By selling its South Mountain Water Company (SMWC) shares, Redlands will save 
approximately $380,000 annually for the City’s Water Utility customers: 

1. Annual SMWC share assessments – 911 shares @ $250/share = $227,750 
2. Recovered Water Utility Usage Revenue    = $100,000 
3. Redlands Water Utility Staff Time     = $  55,000 

   $382,750 
 
Detailed explanation: 
 

 “Redlands should not have sold/transferred/given up its water right. Nobody gives up a 
water right in Southern California.” 

o This statement fails to recognize the difference between owning company shares 
and owning a water right. Redlands owned shares in the SMWC Mutual Water 
Company, which is significantly different than owning a water right. Shareholders 
are only entitled to water at the delivery rate per share adopted by the SMWC 
Board of Directors. Redlands has never owned a water right through the SMWC 
system. 
 

 “Why did Redlands sell its SMWC shares?” 
o The short answer is that it was due to mismanagement by the SMWC General 

Manager and Board of Directors. I spent more than two (2) years advocating on 
behalf of the City of Redlands as a SMWC shareholder for responsible business 
practices and equity for all SMWC shareholders. Despite that effort, SMWC 
continued to disproportionately burden Redlands financially and continued poor 
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Director 
 



 

  

water management practices that are now, and will into the future, unnecessarily 
creating additional expense for the company. Here are just a few highlights: 
 

1. Fourteen (14) SMWC shareholders receive a credit on their Redlands 
water service bill up to their full SMWC entitlements, in exchange for 
delivering their full SMWC entitlement to a Redlands water treatment 
facility under the terms of a Redlands/SMWC Water Exchange 
Agreement. I have researched historic water deliveries (previous 20 years) 
and find no indication that SMWC ever delivered water to meet this 
obligation. When I first challenged this a few years ago, the SMWC GM 
claimed that SMWC has never been obligated to deliver this water, despite 
very specific language to the contrary in the Agreement. SMWC only 
began meeting this obligation (on paper) when I notified him that 
Redlands would soon stop providing credit to these SMWC shareholders. 
However, this water was “delivered” by Bear Valley Mutual Water 
Company (BVMWC) and no “wet” water was transferred from the 
SMWC system to do so. The result was an accounting exercise whereby 
Redlands received exchange water (on paper) that it was already entitled 
to as a BVMWC shareholder. It is important to note that BVMWC was not 
a SMWC shareholder at that time. I challenged this practice at a recent 
SMWC Annual Shareholder Meeting and asked how SMWC acquired this 
water from BVMWC. The SMWC GM replied that SMWC purchased the 
water from BVMWC with SMWC share assessment revenues. When I 
pointed out that Redlands pays more than ninety percent (90%) of the 
share assessments collected by SMWC and thereby paid for that 
percentage of the purchased water that was then delivered to Redlands as 
exchange water, the SMWC Board President said to the SMWC GM “I 
told you that was going to be a problem.” The result was that Redlands 
was purchasing water that was then returned to Redlands to provide 
exchange credit for these SMWC shareholders. I have audited usage 
through the Redlands water system for these SMWC shareholders and 
found that they have collectively receive more than $118K in credits each 
year and consume approximately 100 AF of potable water annually. 

2. The Yucaipa Sustainable Groundwater Management Agency (Yucaipa 
SGMA) placed a groundwater extraction cap of 518 AFY, based on a 
rolling 5-year average, on SMWC. During the first monitoring year, the 
BVMWC “Highline” failed and the SMWC GM asked Redlands to open a 
valve connecting the BVMWC and SMWC systems. I expressed my 
concern that this decision was made without SMWC Board approval and 
without any agreement as to how BVMWC would compensate SMWC for 
the inevitable Yucaipa Basin over-pumping. It is well documented that the 
valve remained open and BVMWC continued to receive SMWC water for 
a year. During this year, approximately 900 AF was pumped and Redlands 
used approximately 175 AF, which is consistent with Redlands’ usage in 
previous years. At the next SMWC Annual Shareholder Meeting, I 
strongly encouraged the SMWC Board to seek compensation from 



 

  

BVMWC. They declined and SMWC began the first year of the rolling 5-
year monitoring period significantly “in-the-hole”. 

3. Each year, the SMWC Board adopted an unreasonable water delivery rate 
for each company share. The rate was typically six (6) miner’s inches per 
share. For 1,000 issued shares, this equates to approximately 2,900 AFY, 
which massively over-allocates the available SMWC water resource. The 
appropriate water delivery rate to remain within the Yucaipa SGMA cap is 
approximately 1.1 MI per share. This decision was made solely for the 
benefit of the SMWC shareholders receiving credit on their Redlands 
water service bills, without regard to the over-pumping consequences. In 
fact, the SMWC GM and Board suggested that Redlands caused the over-
pumping and should be obligated to satisfy any over-pumping 
consequences. 

4. In 2023, the SMWC GM and Board attempted to adopt a water delivery 
rate of 5.37 MI/share for shareholders receiving water through the 
Redlands system, and a much lower delivery rate for SMWC “pumpers”, 
which was only Redlands. Fortunately, the SMWC Board listened to the 
advice of its legal counsel and did not do so. 

5. SMWC did not responsibly maintain its infrastructure and simply reacted 
when pipelines and/or groundwater wells failed. 

6. I discovered that the two (2) SMWC groundwater wells were reported to 
the State Water Resources Control Board (SWRCB) as Redlands assets. I 
also discovered that the Southern California Edison (SCE) electrical utility 
accounts and bills for these groundwater wells were listed in the Redlands 
name, and that Redlands had paid the entire SCE bill (approximately $65K 
each year) for many years. The SMWC GM and Board insisted that this 
was appropriate since Redlands operated the SMWC system on behalf of 
the company and resisted my efforts for SMWC to handle its own 
obligations. These issues were only resolved recently. 

 
 “If groundwater extracted by SMWC does not meet drinking water standards (high in 

nitrates), Redlands should have mitigated to make the water usable.” 
o This statement highlights a lack of understanding about groundwater 

contamination mitigation costs and the general SMWC system configuration. 
Again, Redlands was only a shareholder, and this suggestion would have required 
SMWC Board action. Only two (2) users of SMWC extracted groundwater 
(CHCC and the Dangermond Park Foundation) and their only use is irrigated 
landscaping, which does not require nitrate mitigation. To create potable water, 
the cost for wellhead site mitigation would be cost-prohibitive. Redlands is 
currently engineering similar mitigation for Wells #38 and #39. The current 
construction cost estimate is $8.5M. Because of the SMWC well and piping 
configuration (there are 2 SMWC wells), a similar project would need to be 
constructed at each wellhead site for a total potential cost of $17M. Mitigating at 
one (1) site and blending the treated water with untreated water from the other site 
is no longer a mitigation strategy accepted by the State Water Resources Control 
Board. Regardless, no infrastructure exists to convey treated groundwater from 



 

  

either SMWC well site to the Redlands potable water distribution system. Adding 
an interconnection would be incredibly costly.  
 
 

 “Redlands should have negotiated with Bear Valley Mutual Water Company (BVMWC) 
to pump SMWC water into the BVMWC system for delivery to a Redlands water 
treatment facility.” 

o This statement highlights a lack of understanding about the BVMWC system and 
Redlands system configurations. There is no direct connection between this 
portion of the BVMWC system and any Redlands water treatment facility. The 
only BVMWC pipeline capable of supplying water to a Redlands water treatment 
facility is the “Redlands aqueduct”, which is north of the Hinckley WTP. 
Nonetheless, treating water with the high nitrate levels typical of the SMWC 
extracted groundwater would chemically upset either of the Redlands water 
treatment facilities and would be very expensive to treat. Additionally, even if 
transmission was possible, BVMWC would charge a “wheeling fee”, which 
would also increase costs. BVMWC has not been a reliable water supplier for 
Redlands. Finally, it has been suggested that Redlands should have restored the 
historic SMWC pipeline that once conveyed water into Redlands. Neither the 
SMWC GM nor the SMWC Board knows the exact location of that pipeline. 
Additionally, they believe that the pipeline passes through dozens of private 
properties and the company never perfected easements for these locations. The 
cost for this work would likely be in the tens of millions of dollars. 
 

 “Redlands sold their SMWC shares and now has to raise water rates because of that 
decision.” 

o This is inaccurate and quite the opposite. For a detailed explanation on how the 
Redlands water rates are set please see the March 27, 2024, Financial Plan and 
Rate Study. Selling these shares saves the Water Fund, and the Redlands water 
customers, more than $380,000 on an annual basis. Redlands sold a portion of its 
SMWC shares to Yucaipa Valley Water District (YVWD) in mid-January 2024, 
just before the January 25, 2024 SMWC Annual Meeting. As a new shareholder, 
YVWD nominated three (3) individuals to the SMWC Board of Directors. All 
three (3) were elected. Minutes later, the SMWC General Manager and two (2) 
continuing SMWC Directors attempted to arbitrarily impose an annual share 
assessment of $250 per share, which is 2.5 times higher than the 2023 assessment 
rate, which was 2.5 times higher than the 2022 assessment rate. The new Board 
prevented this from happening. If Redlands had retained all its SMWC shares, the 
Water Fund would have would have been impacted by this unanticipated 
$136,650 increase in SMWC assessments. Additionally, for decades, the SMWC 
Board adopted unrealistic water delivery rates that far exceeded the company’s 
water entitlement so that fourteen (14) SMWC shareholders that executed Water 
Exchange Agreements (WEA) with Redlands would receive credits that offset 
their Redlands combined service bill water usage. SMWC also refused to deliver 
water to Redlands on behalf of these WEA customers. This resulted in typical lost 
revenue of approximately $118K and potable water production of more than 100 



 

  

acre-feet for Redlands each year. Finally, Redlands staff operated the SMWC 
system, at the request of the SMWC General Manager, without compensation. 
These costs are not modeled in the most recent Water Rate Study and would have 
required a higher Redlands water rate increase if they were. 
 

 “Redlands gave up an inexpensive water source by selling its SMWC shares.” 
o This is inaccurate. The 2024 SMWC annual assessment would have been $250 

per share if Redlands had not sold its SMWC shares to YVWD, resulting in a total 
annual share assessment of $227,750 for Redlands. Redlands’ two (2) users of 
SMWC water collectively used approximately 175 AF each year. This 
consideration alone equates to a unit cost of $1,300/AF for SMWC water. If I use 
the Yucaipa Sustainable Groundwater Management Agency SMWC groundwater 
extraction cap of 518 AFY, and Redlands’ ninety-one percent (91%) share 
ownership of that volume (472 AFY), the water unit price is still $482/AF. For 
comparison, Redlands can purchase State Water Project water for direct delivery 
to Hinckley WTP and/or Tate WTP at any time for $125/AF. These SMWC unit 
costs also do not consider the lost revenue and potable water production 
mentioned previously. It also does not consider the non-reimbursed cost for 
Redlands staff to operate the SMWC system. The recently seated SMWC Board 
adopted a $50 share assessment rate and is operating the company efficiently with 
the revenues generated from this reasonable assessment. 
 

 “SMWC was only in jeopardy of exceeding the 518 AFY groundwater extraction cap 
(based on a rolling 5-year average) imposed by the Yucaipa Sustainable Groundwater 
Management Agency because Redlands over-pumped in the first year of the Yucaipa 
SGMA monitoring plan.” 

o This is inaccurate. The SMWC General Manager also serves as the BVMWC 
General Manager. During the first year of the Yucaipa SGMA monitoring plan, 
the BVMWC “Highline” failed and the SMWC General Manager requested that 
the Redlands staff open a valve connecting the SMWC and BVMWC systems to 
supplement the BVMWC water supply. It is well documented in numerous emails 
that I expressed my concern with this decision, particularly considering that 
BVMWC was not a SMWC shareholder at that time, and the SMWC Board did 
not formally approve the transfer of water. This connection remained opened for 
approximately one (1) year, resulting in BVMWC receiving all water produced by 
the SMWC system other than the 175 AF used by CHCC and DPF. SMWC 
groundwater extractions that year totaled approximately 900 AF, far exceeding 
the 518 AFY Yucaipa SGMA cap. At a subsequent SMWC Annual Shareholder 
Meeting, I strongly recommended that the Board seek compensation from 
BVMWC for this water, either in the form of a financial transaction or delivery of 
“wet” water from the BVMWC system to the SMWC system. The SMWC Board 
declined to take any action, and SMWC ended the first year of the Yucaipa 
SGMA monitoring period nearly 400 AFY “in-the-hole”. BVMWC continued to 
take SMWC water in future years, resulting in SMWC exceeding the Yucaipa 
SGMA cap each year. Redlands’ customers have consistently used 150 AFY – 
175 AFY for many years. 



 

  

 
 “Redlands sold its SMWC shares significantly less than the value they were appraised at 

just a few year ago.” 
o This is inaccurate. Redlands has never contracted for a SMWC share appraisal. In 

December 2021, Redlands had the SMWC real estate holdings appraised at 
approximately $700,000 ($700 per share). In 2023, the SMWC Board of Directors 
offered to sell twelve (12) treasury shares to BVMWC for $500 per share, which 
established a “comparable” for future SMWC share sales. Consequently, 
Redlands sold its shares at the same price to two (2) buyers, one (1) of whom was 
present during the SMWC Board meeting when the sale of SMWC shares to 
BVMWC for $500/share was discussed. The value of the SMWC shares could 
arguably be reduced if infrastructure disrepair, groundwater over-extraction, and 
poor company management outcomes were considered. Redlands received an 
unsolicited purchase offer from YVWD ($500 per share), presumably based on a 
meeting between YVWD and a former Redlands customer using SMWC water 
for landscape irrigation. If the City Council had not accepted this offer, Redlands 
would have paid an additional $136K in 2024 SMWC annual assessments a week 
after the sale. 
 

 “Redlands’ sale of its SMWC shares should have been more transparent.” 
o I strongly disagree. During the February 21, 2023 regular City Council meeting, I 

presented a recommendation for the City Council to authorize the City Manager 
or his designee to solicit purchase offers and negotiate terms for the sale of all the 
Redlands SMWC shares. I recommended that Redlands should first negotiate with 
its two (2) customers currently receiving SMWC water, who are also the only 
users of SMWC water. The City Council agreed. Initially, one (1) of these 
customers expressed interest in acquiring all 911 SMWC shares owned by 
Redlands. During a lengthy due diligence period however, this customer 
identified concerning SMWC business practices and eventually purchased 250 
SMWC shares to ensure they would continue receiving enough SMWC water for 
their current and future needs. The City Council accepted my recommendation to 
sell these 250 Redlands SMWC shares during the January 16, 2024 regular City 
Council meeting. The second customer declined to purchase any SMWC shares 
and expressed interest in receiving irrigation water through the YVWD recycled 
water system. I connected this customer with the YVWD GM and agreed to retain 
the Redlands SMWC shares until they were able to connect to this new source of 
non-potable water. Soon after, the YVWD GM contacted me and offered to 
purchase the remaining Redlands SMWC shares. 
 
I discussed this offer with the Redlands City Council, who accepted my 
recommendation to sell YVWD fifteen (15) Redlands SMWC shares during the 
January 16, 2024 regular City Council meeting. YVWD quickly conducted due 
diligence and the City Council accepted my recommendation to sell YVWD the 
remaining 646 Redlands SMWC shares during the February 20, 2024 regular City 
Council meeting. So, this transaction was discussed at three (3) separate public 



 

  

City Council meetings. The January 2, 2024 YVWD Board Meeting Notice 
identified a Closed Session real property negotiation discussion item for “Shares 
of Water Company Stock” and lists “City of Redlands” as a Negotiating Party. 
The January 16, 2024 YVWD Board Meeting Notice includes an Open Session 
discussion item titled “Authorization to Purchase up to 700 Shares of Stock in the 
South Mountain Water Company” with a recommended action of “That the Board 
authorize the General Manager to execute a contract with the City of Redlands for 
the purchase of available shares of water stock in the South Mountain Water 
Company”. The February 6, 2024 YVWD Board Meeting Notice includes an 
Open Session discussion item titled “Appointment of Individuals to the Board of 
Directors of the South Mountain Water Company”. So, this transaction was 
discussed at two (2) separate public YVWD Board Meetings as well. In total, this 
transaction was discussed at five (5) public meetings spanning a period of more 
than a year. No public comments, oral or written, opposing approval of this 
transaction were received at any of these meetings. 

 
Other Considerations: 

 Current litigation between South Mesa Water Company and Yucaipa Valley Water 
District appears to be a primary driver for the misinformation being disseminated at 
public meetings and throughout the community. 

 The South Mesa Water Company residential water rates are significantly higher than the 
Redlands residential water rates. For example, the South Mesa Water Company charge 
for a one-inch (1”) residential water meter consuming 40 ccf bi-monthly is $215.96, 
while the Redlands charge is $142.58. In other words, the typical South Mesa Water 
Company residential water meter and usage charge is fifty percent (50%) higher than the 
same Redlands charge. This comparison also does not consider the annual South Mesa 
Water Company share assessment that is currently $50 per share. The South Mesa Water 
Company residential water meter connection fee is approximately four (4) times higher 
than the same Redlands fee. This highlights the fact that Redlands has made responsible 
decisions to maintain a reliable water production, treatment, and distribution system at 
very affordable rates. Also, Redlands maintains an incredibly diverse water supply 
portfolio, and is able to source raw water from the State Water Project, Santa Ana River, 
Mill Creek, and the Bunker Hill Basin. The South Mesa Water Company rates may be 
reviewed here: 
https://southmesawater.com/rates/ 

 When it became public knowledge that Redlands would soon sell its SMWC shares, 
South Mesa Water Company (Dave Armstrong) expressed interest, but did not offer to 
purchase the shares. He was a Redlands resident at that time as well, and he never 
expressed concerns with Redlands selling its SMWC shares. He knew about this potential 
transaction in early-2023. 

 Every aspect of Redlands’ potential SMWC share sale was scrutinized by Redlands’ 
outside counsel and water rights experts at BB&K. 

 “The City is additionally considering giving up their water connection to the State Water 
Project, which brings in supplemental water supplies from Northern California.” 



 

  

o This is completely false and has never been considered. In fact, Redlands is currently 
engineering improvements to the existing SWP connection at the Tate WTP as part of 
the Tate WTP Influent Pipeline Replacement Project. San Bernardino Valley 
Municipal Water District staff has reviewed these engineering plans at various levels 
of completion, has run its own calculations to ensure the hydraulic grade line is set 
appropriately, and has requested minor revisions that the City staff directed our 
Consultant to include in the project. Additionally, City staff is discussing a near-term 
future project to improve an existing SWP turn-out north of the Hinckley WTP and 
construct a dedicated pipeline to convey SWP water directly to Hinckley. 




