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MODERN- -Joshua tree frames view of Hesperia’s modern elementary school DESERT COMMUNITY. —New model home sits in desert not for from commu-
and its well-watered grounds. Ihis desert scene is out o nwii UIBIBIT S nity of California City, in the background. The latter is one ot three mojor des- .
tracts which face a possible problem in the providing of necessary mv:?“t:': ert developments that ore now under way to attract thousands from ithe citles,
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Desert Promoters’ Claims
Produce Varied Reactions

Available Water Prime Factor
for Success of Developments

This is the second installment of a four-pari series
in which The Times surveys the trend in desert real
estate development in Southern California.

The series is likely to raise as many questions as
it answers but in doing so it may also help bring into
focus some of the forces that are currently shaping
the desert's future.

BY HOWARD GINGOLD

Are desert real estate promoters’ promising more
than they can deliver? Have unwary buyers been misled
into investing in worthless land? *
| ‘The best answer in most cases IS Prooasly & quaillicu
no. Certainly 4 'blanket condempation of all desert de-
velopers would be out of-orders”” , i#.°

There have been some o C
notable instances of ques- peria Water Co, came under
tionable practices. But these new ownership. .
seem to be more the excep- Phillips, who says he sold{

tion than the rule,

moters can only be judged
subjectively, One man's idea

desirable climate, for ex-

’ably from another’s.
Judgment Varles

Some claims made by pro-‘

of beautiful surroundings or,

ample, may vary consider-
| “out to get me,” presumably
| because he is a liberal donor

his interests in Hesperia and
Salton City because “I've
been+'way behind on my
fishing,” suggests that Sav-
age's order was 'politically
motivated.

He said the state’s Demo-
cratic administration was

to Republican causes.

In other cases the validity = He declined to enlarge on
of statements made in pro- these statements and Savage,
motional materials may be a gyt of the country until later
matter of professional judg- this month, has been un-
ment, and professionals ayailable for comment.
don’t always agree. . Early promotional adver-

Sales at Hesperia were,tising for California City|
suspended for eight months played up the contention
last year when Real Estate that the development over-
Commissioner Wynn A. 8av- jjes what was described as an
age decided that water serv- jnexhaustible source of
\icq at the development was water, Developer. Nathan K.
being misrepresented. =~ Mendelsohn had obtained the

Savage charged that.de- serviges of & .consultant who
veloper M. Penn PHhillips advanced ' the theory that
was selling lots with assur- punoff water from the high
ances of water when in fact sierra courses its way under-
the distribution system geound to basins beneath the
wasn't capable of providing Mojave,
it: Claims and counter-claims | .
were heard for months and' _ Claims Withdrawn

the commissioner's cease
and desist order was re-
scinded only after the Hes-

The Department of Water
Resources jumped on Men-
delsohn for these claims and

'forced him te withdraw them

from his advertising.

State water officials say
there is no evidence to sup-
port any theory of limitless
water; that as far as can be
determined the Fremont and’
Antelope Valley basina: are
replenished by runoff. from
nearby surrounding hills and
mountains and thus depend-
ent on local rainfall. . .

California City is certainly
in na danger of running out
of water soon or in the near
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REACTION VARIED
ON DESERT CLAIMS

Continued from Second Page (ing to stimulate sales-and

: may be no more guilty of
:?stt‘;r:h :tn?h ﬁindellsoilsmg o‘:é overzealous' ‘elaim’ than
for at loas, Wyeggj"‘fot Sny. [many another advertiser. If

4 , lan investor {eels he has been
thing that can happen’ jizien, he jghs well Plame
Fraud Charge

- |himself for not looking be-
But a state official here j5

yond the advertisifig. circu-
Jar. . B
said the original claims of " A spokesman in-the real
having water in perpetuily estate commissioner’s -office
were “absolutely fraudu- jn Sacramento.told The
lent.” . Times his agency is ‘“con-
Much of the advertising cerned” ‘about desert'I'and
for desert real estate con- saleg but that nomoves are
jures up visions of bustling planned against any partic-
commercial and recreational ular profnotion‘at this time.
activities, often reflecting Advertising, he said, ig be-
more the promotéi’s . wishes ing “watched carefully. -
th;fnyrcﬁg?e'.nbt pattict;ﬁify; © ot Pablic Report '
interested"in_living on the lb Developers are requntged
desert you: may feel it's a'>y law to show prospective
good place to invest for Purchasers acopy of the com:
profit. And you wonY have nifssioner’s publi¢ report or
any trouble finding encour- g:ny htract ?fi‘_“edl f‘:f sale.
agement for this point of -4C TEPort inc uces a:
view in real estate advertis- 'RUCh pertinent information
ing, even though most pro- about the subdivision as can
moters deny they are appeal- D obtained, and when ques.
ing to speculators tions rem ain unanswered
8 . the investor iis advised to
Developer Claims check with other govern-
These ara excernts from a ment agencies. -~ -
typical newspaper ad for a  “All we can do istell the
Yucca Valley development:  public what to expect,” said
“This cool, precious High Gerald E. Hartington, assist-
Desert Land will never again ant real estate commission-
sell for so little! . . , and to- €r in Los Angeles. “After
day’s smart investors know that they have to use their
it. This is rare country — OWn judgment. But we've
high desert climate, fantast- had very, very }few, com-
ic view, priceless land. Small plamtg : f;om P““'?l 1asers - on
wonder the population dou- a1y of these deve opments.
bles every year ~— and land While thousands have put
values are skyrocketing!
“Be a part of this great
high desert country. Profit
from this fabulous boom.”
How accurate are the
claims? o
High desert climate: Ac-|
cording to U.S. Weather
Bureau statistics, tempera-
tures may range up to 112
deg. in the summer and as
low as 25 deg, in the winter.
1t has been known to go as
high as 117 and as low as 3.
Subject to High Winds .
The area is subject to high
winds in the winter, fall and
early spring with gustsup to
80 m.p.h. poasible. It.is also
subject to:occasional sume
mer thunderstorins and rain-
fall in normal years averages
seven or eight inches, with
some snow: in the winter, -
“Fantastic view": Sur-
rounding hills provide typi-
cal high desert scenery with
panoramic’ scenes available
in some regions.’
For those who like the des-
ert, the view is fantastic..
But an appetite for the
desert, as for Scotch whisky,
fs an acquired taste, And
many who have not acquired
the taste may find the des-
ert monotonous, even. ugly.
Sunrise and sunset on the
desert, however, are’ spec-
tacular. The view: then, even
from a spot barren in day-
light, can.be awe-inspiring.
Land Value Estimates .
Skyrocketing land-values:
The San Bernardino county
assessor’s office reports that
property values in the Mor-
ongo Valley School District,
which includes Yucca and
Twentynine Palms, have
about doubled in the last
five years. A Yucca Valley
realtor said a lot that sold
for $800 five years ago Is
likely to bring $2,800 today.
“Population doubles.every
year”: The San Bernardino
County Regional Planning
Commission reports that the
gumanent" population of
u

cca Valley was 2,009 in
April, 1960, In April, 1961, it
was 2,143. L

This type of advertising is

obviously aimed at the in-
vestor bent on reaping quick
profit.

‘Many Overpriced’

A representative of the
development which the ad
is promoting estimated: that
about 75% of the parcels
sold so far have been bought
pn speculation. In. an un-
usually candid statement, he
rlso confessed his belief that
values aren't likely to rise
much — if any — higher
than they are now.

“I think many subdivi-
sions up here are overpriced
right now,” he said.

Most developers, of course,
depend heavilv on advertis-

their money into real desert
property, a different type of
investor "= it's hard t6 say
how many--has put his into
trust deeds on desert land.
- Worthless Property

~In at least.some cases ~—
again it is hard to estimate
how widespread the Practice
hag been -+ the investor has
ended’ up” holding 'a _trust
deed on virtually worthless
property. .

‘This would® usually come
about .through a process in-
stigated by the developer
himself or by a so-called
“10%" trust deed firm. The
process mjght take this
form:;

tices.’

ily

A deVechpér; finding he 15[ California 'Clty Development

short of tunds, approachegsa Co. . .
trust deed firm and offers to " Name Abandoned
create some trust deeds on
the Janid which he will sell City devéloper Mendelsohn,
at. discount. The firm turns Betnun's California City
around and sells the paper Properties. Ing., had no di
to in_vestors. If the develop- rect connection ‘with his or-
er discovers he can't make ganization and subsequently
his subdivision go, he pulls agreed to abandon the name

out, leaving the ‘investor of California City in .its

holding a trust deed whose title.

face value is more than the  Another example of ques-
property is worth. tlonable: trust deed activity

Or a 10% company may on desert-land was brought
find it has more investors’ out in testimony last Octo-

money than available trust: ber before a state Assembly

deeds, The firm gets'a.devel- subcomriftee on real estate
oper ta buy some raw land| contracts and trust deeds.
and create some trust deeds| Near Palm Springs, the All

- and the same chain of events American Investment Co.

would follow. s, |shibdivided an area on which
Lorne .Pratt, president ‘of| it sold second trust deeds to
the Califdrnia Assn, of-Land! the' now-defunct Los Ange-

Developers, said he believes
very few developers — and
none of the major ones —
have engaged in such prac-

In b,ankx_luptcy court pro-
ceedings recently, it was dis-

Franklin ?l]ruét Deed Corp.
had a number of trust deeds
on undeveloped California

les Trust Deed and Mortgage
Exchange. : .
William ' E.  Gummerman,
assistant counsel for the Se-
curity Title, Insurance Co.,
testified that the trust deeds
sold to LATD were created
when the’ developer, Sam

need more funds than he had
anticipated. He. also - sald
Sparks receivéd only 27%
the face value of the gapet
and that LATD wit!

City property which it sold
to investors. Franklin's gen-
eral manager, Marvin Bet-
nun, had an interest in a months" interest prepaid.”
subdivision which apparent-
was purchased from the dent of an organization of

dent of LATD, replied that
the property in question was
“yery waluable” and that
Smith's trust deed was prob-
ably still current,

“I have no reason to think
Mr. Smith will 16se any mon-
ey,” Farrell testified:: “How-
ever, it is'only natural, when

held !

something starts dying, that
the vultures and the jackals

of |start coming in to see how

much they can eat.”
Sunday: What to look

“not only the discount which | gor in desert—water, cli
would normally come out, | mate and land values,

but they also withheld six

Charles E. Smith, presi-

investors in LATD, told the
committee members:
“As an example of the type

According - to Californja of trust deeds they  were

selling, I went out to a vacant
lot in the desert on which I
had purchased a $2,600 trust
deéd~.;:. There was nothing
around’ the: vacant lot but
cactus, sagebrush and jack-
rabbits, o

“The dirt road I had taken
to get there had boulders so
big they nearly took .the
bottom out of my automo-
bile, They were subdividing
the desert in order to get
trust deeds to sell , . .”

David Farrell, then presl-
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