PEIRCE. FAIR & CO.
432 CALIFORNIA STREET

SAN FRANCISCO

Azust 27, 1929,

Colonel Ed. Fletcher,
San Diego, California.

1y dear Colonel Fletcher:

Several years ago I had the pleasure
of a2 brief inspection of the former Cuyamca Water proper-
ties with our lr. Peirce and our lr. Barr. On that very
Pleasant occasion you were our host. I recall this inci-
dent at this time for the purpose of identifying myself
in your mind.

Our Iir. Peirce has been abroad for
several months. Our Xr. Barr has retired from active
business and is no longer with us. Consequently it is
necessary for me to contimme that contact at this time.

You will recall that with other asso-
ciates we purchased $1,900,000 par value of La Mesa -
Lemon Grove and Svring Valley Irrigation District Bonds
in December, 1925, part of the proceeds of which were
used in purchasing the Cuyamaca Vater properties from
you and your associates.

Within the past few months the Supreme
Court of the State of California has rendered a decision
in connection with the water rights controversy between
the City of San Diego and the District which is extreme~
ly detrimental to the interests of the District. In fact,
the decision seems to be so extreme that we find it rather
difficult to believe that the rights, as ad judicated, can
or will be enforced. Ve understand also that this deci sion
is a very surprising one. Certainly it could not have been
contemplated. Furthermore it is very far removed from our
ideas of what could happen, as those ideas were determined
by the investigation we made at the time we Joined in the
purcmase of the bonds of the District.

Ve have recently contacted with Mr.
Walter K. Tuller of the firm of O'kMelveny, Tuller & Myers,
who has been successful in obtaining a rehearing of this
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case which we believe is to take place next month, As a
result of our discussion of this matter with Mr. Tuller,

we are also somewhat hopeful that the present decision will
be substantially altered.

In the meant ime you can appreciate that many of
the Bondholders of these bonds are decidedly apprehensive.
They have heard of the decision, the language of which would
seem to leave little to the imagination, and they have also
heard of the recent sale of a substantial amount of property
in the District as a result of tax delingquencies. Under the
circumstances we would very much appreciate the opportunity
of discussing this whole situation with you at your eerly
convenience, preferably in person, or if not, then by cor-
respondence. We know you are thoroughly familiar with this
whole problem, we have no persomal contacts with District
officials, and would consequently be very grateful for your
assistance. Do you expect to be in San Francisco within the
next week or two, and if not, would you be available in San
Diego if I should come down there to see you?

So that you may know what thoughts are troubling
us, I am enclosing herewith a few pertinent questions that
come to me, the answers to which we should know, both for
the intelligent understanding of this situation on our own
part, and in order to enable us to intelligently answer the
inquiries we are receiving from tie holders of District bonds.
Y/e have no intention of making too burdensome this request
for information. Perhaps you would prefer to pass alormg to
the Engineer of the District the enclosed questionmaire for
answer. In any event we will greatly appreciate your help
and if you think it advisable in order to obtain a true un-
derstanding of this situation, I shall be very glad to come
to San Diego at your suggestion.

Yours very truly,

DGS:H | O i 9\ \S\ZQA«_.



(1) %nat progress, if any, has been m:de in negot ia-
tions looking toward tlhe annexation of all or any part of the
properties of the District by the City of San Diezo?

(2) What effect has the recent decision by the Supreme
Court of the State of California had upon opemtions of the
District? 1In other words, has there been any change in the
amount of water diverted by the District, or in the amount
of water sold by the District, or in the matter of collec~-
tions for the water that has been so so0ld?

(3) To what extent has it been necessary to sell
property in the District as the result of water charge or

assessment delinquencies? \Who were the buyers and on what
price basis per acre w=s such delinquent property sold?

(4) Vhat is the daily amount of water diverted from
the San Diego River and what is the amount of water being
pumped daily from the river gravels? How much of this water
is used for domestic purposes and how much for irrigation

purposes?

{5) How much water is being consumed daily by consumers
within the District and through sales of water by the District

to outsiders?

(6) How meny acres of land in the District are under
jrrigation at this time, and how has this figure changed since
the first bonds of the District were sold in December, 19257

(7) How meny bonds of the District are ocutstanding today
and for what purposes were all those in excess of the original

issue of bonds ($1,900,000) sold?

(8) Has the Fletcher Dam been built, and if so what is
its capacity and what is the present amount of water in stor-
age behind it?

(9) How do present day revenues compare with the anmal
estimate of $193,000, and how do present day opemting expenses
and interest charges compare with the estimated anmal total of
$242,0007? How does the estimated anmal deficit of $49,000 (to
be raised by taxation) compare with the present day deficit,and
what is the rate of taxation to provide for such deficit?

(10) 1In the original property appraisal of Messrs. (uinton,
Code & Hill a value of $1,000 per acre was placed on the 2400 acres
included in the Cities of La Mesa and El Cajon. A value of $300

per acre was placed on an additional 10,200 acres of irrigable

lands and 2 value of $100 an acre was placed on about 5,000 acres
partially served. How do present day values compare with these?
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Zelres, Fair & Compony
£€5Z valifarnic Street
Sev: Frencieco, California.

stlention Kr, Ponclé Ge Cherzin:

Loir Fre Chersind

Anguering your letter of Avgust 27 th, I have asked
¥re Horritt, tue superintesdent of the District,
to enswer some 2né enclose find the ivfarmition
that you hove esked forme.

I thenk you for your interest in the motter.

I believe tho Uistrict had the wrong ottorncys cnd
told them zo for the last two yecrs. ’

I #ill be glad to ciscmss this motior wdih vou ‘the
next time I om in San Freneisco.

I hope the next tire you tre coming dym this oy
yau will wire me so thet I moy hove the plensure of
showing you some stiention ond the wonderful
developoent in our beck country,

“ith kind rogards,

Sincerely yours,

T\-?. - 00‘1
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PEIRCE., FAIR & CO.
432 CALIFORNIA STREET

SAN FRANCISCO

Septenmber 10, 1929,

Colonel Ed Fletcher,
1020 Hinth Street,
San Diego, Calif,

1y dear Colonel Fletcher:

I wish to acknowledge with sincere ap=-
preciation your latter of September 6th, 1929, enclosing
& copy of 2 letter to you from lr. C. Harritt the General
Mangger of the La .lesa, Lemon Grove and Spring Valley Irri-
gation District. I shall look forward to the pleasure of
discussing this matter with you in further detail either
in San Francisco on the occasion of your next visit, or in
San Diego if I have an opportunity to visit you there.

I have read over lLir. Harritt's letter with
a great deal of interest. The matter of annexation appears
to me to be of absolutely vital importance in event of a
contimed esdverse ettitude on the part of the courts to-
ward the water rights of the District. Therefore I am par-
ticularly interested in lir. Harritt's answer to my first
question in which he says: "The ent ire District will be
armexed should negotiations now under way for settlement
fail, or should a final court decision meke such action
necessary.” How can lr. Harritt speak with such certainty.
In order to accomplish such annexati on would not the people
of the City of San Diego as presently constituted have to
vote for such annexation? If such a vote is required, then
is Mr. Harritt justified in speaking with such assurance as
is evidenced by his commnicaton? Perhavs on the other hand
such amexation needs only the consént of the people in the
District. In such & case I can readily understand that the

decision would be & practical certainty.

Perheps you are close enough to this picture
so that you would be willing to give me the benefit of your
views on this particularly important point., I should cer-

tainly appreciate them.
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Thenk you again for the courtesy of yowr

prompt reply and for the ass:stance you have given us
in obtaining the other helpful information contained in

your letter,

DGS:H

Yours very truly,
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September Thirteenth,
| 9 2 9

Pélrce, Fair & Co.
432 Cplifornia Stceet,
Sen Frencisco, Calif.

Attention Hr, Donald G. Sherwin
My decr Mr. Sherwing
Answering yours of the tenth, jyour point is well taken.

Legally it would have to be voted on both by the district
and the city of Sum Diecgo but the fects are as follows:

Never hus there been a time when it wecs necesscry te
call an =loction in San Diego to approves any aancxation.
The city comncil of Sar Dicgs huve the right to annecx
ancd it beecpes & law 1T within ¢ cerdein perdcd -

thirt; or sixty cdoys - nc writlen protests are filed
asking for an electione.

I w111 be glad to cooperate with you in every way
anc will keep you posted.

%e are hoping the Supreme Court will motidy its
dgocisicne

There are not 20 people out in the district today
who favor ammexation except and unless the city
dces two things.

First, give them in perpctuity an irrigation rate
gimjilar to the onec they have now;

Second} tcke over the preczent oblisestions of the
district.

Kindly remember me to Kre Falr anc tell him to wire me
the next time ne is heeded toward Sun Diego, pleasce.

7ith kind parscnal regards,

Sincerely yours,

FFiiK
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PEIRCE., FAIR & CQO.
432 CALIFORNIA STRECT

SAN FRANCISCO

September 16, 1929,

Colonel Ed Fletcher,
1020 Ninth Street,
San Diego, Calif.

1y dear Colonel Fletcher:

This will aclnowledge vith thenks
your note of September 13, 1229, which enswers very
satisfactorily the question submitted.

Let me add tlet you leve done much
to reassure us 211 regarding this troublesome stustion.

It is difficult to renmin pessimistic after readins your
letters.

Xr. Fair is in l'exico at the moment
to celebrate the opening of the quail season. I fear,
hovever, that he will have no opportunity to stor in San
Jiego since he is enjoying this holidsy in comveny with
other associates. I kmow that he would very mich enjoy
a visit with you and I shall meke it a point to Wring
your letter to his attemtion upon his return. 4is a mat-
ter of fact I believe he will pess through San Diego some
time tomorrow morning erroute home.

Thank you sgain for your helpfulness.

Sincerely yours,

DGS:H ' %MC]\S&



PEIRCE, FAIR & CO.
432 CALIFORNIA STREET

SAN FRANCISCO

april 16, 1930.

Colonel zZd Fletcher,
1020 - 9th 3treet,
Sen Diego, Calif.,

L.y dear Jolonel Fletcher:

‘ We were rather shocked at the scope and nature
o{ t§e unanirous opinion recently reniered by the Supreme Court
of the State of California in connection with the water rights
of the Lea llesa-Lemon Grove and Spring Valley Irrigation District.

<@ understand that the advisability of attemting to obtain a re-
he§r1ng of this case by the United States Supreme Court is now
being considered. There hoye 2lso come to our attention various
comments made by Sen Diego City officicls and District directors
at 2 joint conference held in Sen Diego a few days ago. Ve are
therefore inclined to trespass again on your good nature by ask-
ing for your opinion with regard to certain phases of this situa-

tion, uni?h st de up for discussion at this time, and will great-
ly appreciste rour cooperation.

(1) are there not certain very distinct ad-
vantages that would result from ammexation
by the City of the District provided the
City would assume the present indebtedness
of the District, and vrovided further that
the terms of such annexation would assure
the irhsbitants of the District at least
as much water as they are obteining today?

(2) ‘hat is the uresent attitude of City officiels
erd the citizens of San Diego generally re-
gerding such annexation?

(3) What is the attitude of the Distriect officials

and the residents of the District toward such
annexation?

(&) How lonz woald it take as far as time is con-
cerned to consunrate such an annexation?

(5) If an amexation on the above terms was pos=-
sible, what more can the District expect to
obtain through further litigation, and there-
fore would not even & victory by the District
be 2 more or less idle one if the District

PEIRCE, FAIR & CO,
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(6)

(7)

(8)

19)

(10)

(11)

could obtezin today all that it reasonably
needs or wents?

In the event that a further adverse decision
is forthcoming as 2 result of the wroposed
rehearing by the Supreme Court of the United
Stetes, how serious a fector would this be in
the necessity for amnexation which would im-
mediately arise? Lllight it not well mean that
the City would not offer as attractive terms
for annexation as can be obtained at this fige,
and if so should not this factor be given very
serious consideration before further litigation
by the District is undertaken?

%hat ic the significance of the comcent we hear
to the effect thet the construction by the City
of the E1 Capitan Dam would be ruinous to the
District? Vhy would it be ruinous and is the
construction of this Dam imminent?

what osroperties are owned by tie District which
are not cffected by the recent decision of the .
Californic Supreme Court, and vwhet is their fair
velue? In this connection I would assume thet
the Cuyamace Reservoir and certain other
reservoirs together with certain flumes and

pipe lines would fall in this category.

What is the value of uvroperty such as water
bearing gravels in the El Monte 3asin which
are renlered apparently valueless as & result
of the recent decision?

Having in mind a2ll water development possi-
bilities aveilable to the City of San Diego,
when in your ozinion, will the City begin to
take water from the San Diego River at the ex-
pense of the District?

At the recent conference in San Jiego spokes-
men for the District are reported to have said:
that the District is willing to limit the amount
of water it takes from the San Diego Hiver to
approximately three and one-half million gal=-
lons daily. How adeguate is this supply for
present needs of the District and for the

future growth of the District? With 4,000
acres under irrigation at this time I assume

that this amounts to somewhat less than an
average of 1 acre foot per anmm,
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‘ For the sal®e of clarity the forezoing questions
have been gade to look rather imposing, I sincerely trust that
the ansvering of them will cause Jou no undue inconvenience and

wish agein to express our cpoureciation for your helpfulness in
the pest in this connection.

ire. Fair joins me in extendings our very best
regards.,

Sincerely yours,

AR 1N

April 2lst, 1930.

Peirce, Fair & Co.,

432 California St.,

San Francisco, Calif. ATTENTION UR. DOMALD C. SHERWIN,
Dear Sir:

Colonel Fletcher has handed me your letter of April 16th and
has asked that I furnish you the information requested therein, and I
am answering your questions in the order you have listed then.

l « Tt is impossible to prevail upon the City of San Diego to
asgume the District's indebtedness and the rate for water under annexa-
tion would prohibit all agricultural use.

2 = The City Officials would probably permit unconditional
annexation which would mean City taxes, City rates for water in addi-
tion to their Irrigation District tax which would very probably be
defaulted. Furthermore, the City has no facilities which would supply
any portion of the District and so far no plen of development proposed
by the City would be so locatod as to serve the area within the District.

3 = They would conﬁiﬂer such annexation only as & last rosort
and it would undoubtedly mean the disorganigation of the Irrigation Dis-
triot. |

4 « Tt would take a long time to forco the residents of the
Irrigation District to annex ac a whole. |

5 « It is impossible to obtain annexation under the conditioﬁa

set out in your previous question.
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6 - Very careful consideration has been given to the question
of further litigation and it is considered, in view of the facts regard-
ing annexation as set out in previous answers, that it is necessary to
itake advantage of every possibility of winning a more favorable decision.
The terns that the City are willing to offer ai this timo mean death to
this District and we cannot conceive of less attractive terms at any time
in the future.

7 = The District's principal source of suﬁply is a large under
grousd besin immedistely Delew the El Capites Reservoir site. The some
atrucfion of a dam at this point would cut off the supply of water to
this basin which would soon become exhausted and the District would be
deprived of its most reliable, economical source of supply.

The construction of this dam is being contested legally, by in-
direct pressure and persuasion and by every means in our power and we be-
lieve that the City deciaion as to where they will build is leaning toward
the construction of a dam in Mission Gorge which would not effect our supply
for the immediate present. |

8 - None of the District's physical properties including their
lands, etc., are included in this decision. It effocts only the right to
the water of the river. This includes waters stored in Cuyamaca or other
reservoirs owned by the District. A fair value for the District property
is $2,275,000.00, but without water, of course, its value is nil.

9 -~ This question is answered by the statement set out in reply

to your query # 8.

Peirce, Fair & Co. - A= 4-21-30.

10 - It will probably be several years providing the City can be
restrained from building at El Capitan. Hoﬁever. vhe prevailing uncertainty
as to the exact time, and the impossibility of the District financing eny
extensions or betterments under these conditions are very serious factors.

1l - The statement made by the spokesman for ithe District was in-
correctly reported in the press. The statement was made ilict it was doubt-
ful that the District would ever require irrigation water for more than four
thousand acres of permanent agricultural use, such as orchards, etc. but thet
occasionally the acreage might increase temporarily by truck gardening, etc.
But, that additional water would be required to meet the growing domestic re-
quirements. The amount of water montioned is the maximum used by the District

in any one year under present development,

You must understand, of course, that any compromise whereby the
District is limited to the amount of water now used means the utter failure
of the District as such. With no exact information at hand, we belicve that
probably two=thirds of the Irrigation District taxes are paid by the undevelop~
ed lands and these taxes are being paid only in the expectation that water will
be delivered to these lands as required. Obviously, the owners of these lands
will refuse to poy any additional taxes knowing that they will be unable to
derive any benefit from the District. This whole situation can be summed up
in a very few words, as follows: The Irrigation District must obtain a modi-
fication or reversal of tﬁiﬂ decision or their dissolution is an absolute cer-
tainty.

The outcome of this litigation is a serious blow to the hopes of

many of the residents of this section. A very great progress hes been made
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during the past four years. This is set out to a considerable extent in the

copy of the annual report for the year 1929 a copy of which we are forwarding

to you under seperate cover.
Trusting that this is the information that you requested, I am

very truly yours,

General Manager
LA MESA, LEMON GROVE & SPRING VALLEY
TRRIGATION DISTRICT.

CH:RD
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