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Are Jo H. Heath,
Esgondilo, Cal;fornia.

My dear Hezath: 2 _

Anawering yours of the 24th, I have -
‘written both ir, Westfall and lrs, Creene. Mr.
Foster told mc lest week that they were going to
work 2t onece on the road.

It is & pleaswre %o work with vom Lscondido
people. The only thing I have againet you is that
you piked out on that San Felipe Narrows road,
Everyone else paid his obligations excepting the
people from Escondido who subsoribed $1,000, If we
had that $1,000 we conld complete the building of
the rosad thru the San PFelipe Narrows on the edge -
of tha desert, but for lack of funds we will have
to quit, I heard a great deal of adverse oriticism
of tho Escondido people. There is no earthly reason
why your subscription of $1,000 is not being put to
the best possible use in oompleting the road thru
the Narrows. PFoster is working thru the Sentenac
Canyon and the Narrows road will have to be built
in order %o accomplish the desired results, and why
not work both of them at onoce,

I have sant a copy of this lettor to
Mr, Johneon, to whom the Escondido people should psay
that $£1,000,

Yours very sincerely,
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July 22, 1924,

LII‘. J. H. Heath’
Oak Vale Ranch,
TLake Esconiido Stati n, Culif.

Friend Heath:

I appreciate your letter of the 19th, and
the following is a history of the entire matier:

T firct sold lir. Henshaw Varner's ranch asnd the
Jarner dam.and water projeet. It was formerly bmned by
the Pacific Light & Power Company, one of Huntington's
allied corporations. Huntington had planne building the .
PacifTic Eleetric Railroad to San Diego.

Salmonc and I put theu the Keyckhoff-Xeller
franchise. I bhought Del lar, Carlsbad, also the lands
in Leucadia and llerle for the South Coast Land Company,
Huntington owning & one-fourth ihterest. They were going
to develop power from VWarners to operate the Pacifioc
Sleectric railroad. Harriman got control of a mejority
of the stoek of the Pacific Electric, forced Huntington
to quit building to San Diego, as Harriman was opposed to
it, and that is the time that Kerekhoff and Huntington
asiced me to sell the ‘larner Ranch and pouer project
to Henshaw, ohich I did. |

I entered into a contraot with Henshaw whereby
he was to get back his money and six peroent interest first,
and I was to have one-fourth the net profits. I showed
him that we should cecontrol all the water of the Santa
Ysabel Riveor as well, and the Volean Land & \later Company
was formed. T sold him the Sutherland damsite and purchased
the lands that would be flooded; also Pamo damgite and lands
to be flooded, also Carroll, now known as Lake Hodges, and
also sold him one-half of my interest in the Cuyamaca Syctem.

The war came on, Henshaw could not go ahead and
finance but he gave his consent and I went to Chleago and
4induced the president of the Santa Fe Railroad, lir, Ripleoy
to get behind Henshaw, I explained to him that the
Santa Fe rancho of soven or eight thousand aores was in
red ink each wear, but by putting water on it they conld




make & profit on the land and put water on the coapt lands,
That the Santa Fe Railroad between Del llar and Ocgeanside
was not shipping out an additional pound of freight now

as ocompared to 30 years ago, but water would change this
condition and the Santa Fe Railroad would profit by it,

The records of the Santa e show that for every
irrigated aore in Southern Californie ., they get one-half
carload per gnnum for Eastern shipment.

I got Ilir, Ripley to send an engineer to investigate,
The report was favorable. Iir. Honshaw was in the hospital
sick, but I cold the proposition to the Santa Fo people on
this basis -~ The Santa Fe to finance the completion of
Lake Hodges and distribution lines to the coast, but I to
have no interest 1a either Pamo or Sutherland or any water
that would originate East of there. They made me president
of the company, tho Santa Fe .owning two-thirds of the stock
of the San Dieguito iutual f/ater Company, and 'm. G,
Honshaw one=third, cubjeet to my centraot with him., T also
had a contract with the San Dieguito llutual Vater Company
to sell all of tholr stock, and they pald me a good salary.
I have been president of the comopany from the beginning
t0 the Ond. - ) 7

Instead of gelling mutual water ‘company stook, as
originally planned, they switched into the formtion of
two distr ots. Henshaw and I made & contract with the eity
of San Diego for 3 million gallons of water a day. I omwned
a one~-half intoreet in that contract and confidentially
T made $67,000 on it without putting in a nickel,

Later Honshaw askoed me to sell out his one-third
interest .in the .3an Dieguito lutual VWater Company to the
santa Fo., I took the matter up with them and they said they
‘would not buy unless the money which Henshaw got out of
the San Dieguito Mutual Vater Company sale was spent in
the building of Henshaw dam. This was agreed to, and I so0ld
Henshaw's interest to the Santa I'e in the San Dieguito liutual
later Company and made & commisgion of $£60,000, Thin is
confidential. '

Tho money from the sale of Henshaw'e interest wase
put in esorow and Henshaw eould not touoch it until he oom=-
menoed the construotion of Henshaw dam. He organized the
“an Diego County water Company.




Honshaw put in all Vlarner ranch as gecurity for
the bonds and started the tuilding of Henshaw dam,

I was double-corossed by some friends (?) and I will
tell you about it sometime, the result being that Treanor,
who was handling all of Henshaw's o0il and ocemont business up
Horth, was put in charge of the San Dieguieounty Water Company.,
I was made a direotor of tho company and as you know, was a
director of the company when the dam was Wilt,

I was in charge of the whole 7arner project, as you
Xnow, for nearly fourteen yoars. Things were made so dis-
agreeable for me by certain people in the San Diego County
iater Company that when I was approached to huy out my
interest that I held in lienshaw, I gladly accepted, and. I
got about $300,000 Lor my *‘nterest in cash, lands and
proverties. It anludea Henghaw's interest in the Cuyamaca
ater bom)uny, +135,000; also between one snd two thousand
aores of land around the Hodges and D¢l lar, and come cash,
It 1s very fortunate that I did get settled up just bofore
Honshaw died. The settlement was perfeetly satisfactory to
me and everything is harmonious,

It is the first real clean-up I have ever made,
I am still a director of the San Diego County Water Company
but have no particular interest in it exeepting 5,000 worth
of stock,

A fow months ago the San Diego County ‘/ater bonpany
oongelved the idealof corralling all of the water in the county.
They offered us $1,000,000 for the Cuyamaca System, but we
rofused it. The above io strictly confidential., They did,
however buy back from the Santa Feo Rallroad the San Dieguito

Mutual luter Company, and another water company ic being
organi"ed, known as the San Dieguito Vater Company, which
will shortly take over the progerties. It will bde controlled
by the San Diego County wnter ompany . | 7o

. Before printing any article that you may write, do
not faill to lot me see it so as not to got in any mix-up
or get me in bad,

¥ith kind personal regards, I am
Yours very truly,




P, Se I am wratdng all of the above in confidencoe. Enolosed
find copy of letter I have just received this day that will

be of intorest.

Romembor, the above is all as betwoen frionds,
but are the actnal faots as asked for by you, and I thank
you for your kindly interest in my nersonal welfare and
suceens. : _

E.F.
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