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LATE NINETEENTH CENTURY SPECULATIVE MINING PROMOTION N BRITISH COLUMBTA:
A CASE STUDY OF ENTREPRENEURIAL INGENUITY,
THE NESTEGG MINING COMPANY, 1896-1898

ABSTRACT

Between 1880 and 1910, the dominant form of Canadian business changed
dramatically from family oriented firms to joint stock corporate entities.! During this period
a series of mining companies booms precipitated one of the most significant peaks of new
corporate activity in Canadian history. These late 1890s booms would have important
consequences for the course of the nation’s economic development: Toronto was launched
on its way to supplanting Montreal as the nation’s leading securitics market and a new breed
of entrepreneurs received their first taste of joint stock corporate management. Yet
promoting speculative mining companies was a business like no other. Besides learning
how to share their company with public investors, these pioneering entrepreneurs grappled
with new methods of advertising, creative financing, and long-distance management. How
did so many of them do it—and do it so often and for so long? Was this a case of Canadian
ingenuity or did transplanted business expertise from the American mining frontier play a
precedential role?

A nearly complete collection of 1890s business records in the British Columbia
Archives has provided a rare opportunity to study the day-to-day operations of a short-lived
Victoria-based company running a mine in Rossland, B.C. The records of the Nestegg
Mining Company include account books, share ledgers, minute book, letter book, and other
miscellaneous original documents. The following dissertation is based largely on an analysis
of the Nestegg collection and draws some interesting conclusions. The Company’s corporate
leadership was surprisingly tenacious and innovative, while American business expertise
proved to be inferior and overrated. Although the Nestegg men shared many characteristics
with Canada’s other new breed of entrepreneurs, Victoria’s unique geographic and cultural
environment seems to have made it more difficult for them to break out of the “family firm”

mould.

'T.W. Acheson, “Changing Social Origins of the Canadian Industrial Elite, 1880-1910,”
in Glen Porter and Robert D. Cuff, eds., Lnterprise and National Development: lossays in
Canadian Business and Economic History (Toronto: Hakkert, 1973), 51.
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CHAPTERI

INTRODUCTION:
BUSINESS AND SPECULATIVE MINING PROMOTION IN
LATE NINETEENTH-CENTURY BRITISH COLUMBIA

The Merits of Examining Failure

The foliowing chapters will examine the incredible, yet in many respects
unexceptional, life of the Nestegg Mining Company,' one of hundreds of speculative
ventures that sprang to life in Canada during the mining companies boom of 1896-972 In
spite of appearances, the story of the Nest Egg is not a mining history. Mining histories
typically follow the development and decline of a producing mine or mining region.
Although the Nestegg Mining Company did succeed in rentoving a few tons of material from
its mineral claim in Rossland, no ore of marketable quality or quantity was ever found. Like

many of its peers, the Nestegg venture never amounted to much, dying in less than three

"The Company’s incorporation documents spell the corporate name as one word,
“Nestegg.” However, most references in the press and correspondence (including the corporate
stationery letterhead) use the two-word spelling. Hereinafter the two-word ferm “Nest Egg” will
indicate the mineral claim and the single word “Nestegg” will refer to the Company.

’Based on John Spencer Church’s research, Jeremy Mouat estimated more than seven
hundred mining companies were “formed to work properties” in Rossland and the West Kootenays
during 1896 and 1897. ( Jeremy Mouat, Roaring Days: Rossland Mines and the History of British
Columbia [Vancouver: University of B.C. Press, 1995], 36; from John Spencer Church, “Mining
Companies in the West Kootenay and Boundary Regions of British Columbia, 1890-1 900, Capital
Formation and Financial Operations” [M.A. thesis, University of British Columbia, 1961},
Appendix R, 490.) Pafrick R. Chapin’s research turned up one hundred and thirteen mining
comparties that were licensed, incorporated, or applied for incorporation in Ontario between 1896
and 1897 (Patrick R. Chapin, “Northwestern Ontario Gold Mining 1880-1902: The Gold Boom
That Didn’t Pan Out” [M.A. thesis, Lakehead University, 1996}, Appendix C, Table 1 and
subsequent unpublished research). A similar but less spectacular gold mining boom was also
underway in Nova Scotia (D.E. Stephens, “The Gold Fields of Eastern Nova Scotia,” The Nova
Scotia Historical Quarterly 1, no. 2 (1971) : 41-56; George R. Evans, “Gold Mining in Nova
Scotia During the 19" Century,” [M.C. thesis, Dathousie University, 1938]).

|



Patrick R. Chapin 2

years without yielding an ounce of gold.* A short-lived, non-producer, the Nest Egg mine
was certainly not the kind of operation that would make a mining history.

Rather, this thesis is a business history about a mining company. However, here
again the usual literary parameters do not seem to fit. Business histories tend to focus on
entrepreneurs or companies with long and productive lives. The Nestegg Company was
effectively in operation for just fourteen months, and none of its “company men” or
managers became important figures in the economic history of either Canada or British
Columbia. What follows is a thorough biography of a short-lived, insignificant, publicly
owned joint stock company run by a small group of relatively insignificant businessmen.
The obvious question would be what historical significance can be derived from studying

such & seemingly unworthy subject?

The Nestegg Within the Canadian Context

While business historians have given the building of Canada’s railroad, banking,
financial, and commercial empires considerable attention, the mining companies boom of
the late 1890s has been relatively ignored.* Yet this phenomenon has long been recognized
as a significant historical event in Canadian economic history. Fuelled by discoveries in
Northwestern Ontario and the interior of B.C., the mining lands speculation and company
incorporations booms of the 1890s would set the stage for Canada’s economic growth during
the Laurier Boom (1896-1914). Important new financial facilities responded to the
phenomenonal growth in mining securities trading. The Toronto Stock and Mining

Exchange was chartered in 1896 and the Standard Stock and Mining Exchange was born the

3«__the vast majority of these companies were either hopelessly optimistic or fraudulent.

...Very few ...ever engaged in serious mining activity; scarcely any mines in the district were
shipping ore, let alone paying dividends to shareholders” (Mouat, Roaring Days, 36.).

‘The Klondike Gold Rush really had no connection to the mining companies boom in
Canada. The Klondike discovery was made in August 1896 but not known to the public untii the
first shipments of gold arrived in San Francisco and Seattie in July of 1897. By then the companies
booms in BC and Ontario had already peaked. It is, however, certainly possible that “Klondike
Fever” helped sustain investor interest in B.C. and Ontario hard rock mining ventures.
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following year.” Toronto Stock Exchange biographer John F. Whiteside observed that “the
unprecedented volume of business being generated by the mining share boom” compelled
the Toronto Stock Exchange [TSE] to relax its restrictions on listing mining issues and add
a Clearing House.® Another Canadian financial historian has even claimed that the TSE’s
timely response to the mining booms set it on the road to eventually supplanting Montreal
as the securities exchange capital of Canada.’

Yet, in spite of the historical significance of the Canadian speculative mining
promotion industry of the 1890s, little is known about the very unique characteristics of this

8

“business.”™ There are two possible explanations; First, historic business records are

*John F. Whiteside, “The Toronto Stock Exchange to 1900: Its Membership and the
Development of the Share Market” (M.A. thesis, Trent University 1979), 68; E.P. Neufeld, The
Financial System of Canada; Its Growth and Development, (Toronto: Macmillan, 1972), 479.
Numerous local stock exchanges also sprang up across Canad during the 1890s “mining mania.”
In present day Kenora, Ontario, the Rat Portage Metals Exchange was incorporated in 1896
although as early as 1894 there was “a movement afoot” to form a local exchange there. (Rat
Portage News, XV, August 3, 1894). In 1897 an unincorporated “Rossland Stock Exchange
(private)” briefly operated out of 2 room on 28 East Columbia Avenue. (Henderson's British
Columbia Gazetteer and Directory and Mining Encyclopaedia Jor 1897 Comprising Complete
Alphabetical Directories of the Cities, and a Classified Business Directory, volume IV [Victoria
and Vancouver: Henderson Publishing Co.], 502). The British Columbia Mining Prospectors’
Exchange was incorporated the same year and headquartered in Vancouver. (Church, “Mining
Companies in the West Kootenay,” 341). Other local stock exchanges were established in
Victoria, Seattle, and Spokane.

SWhiteside, “Toronto Stock Exchange,” 68.
"Neufeld, Financial System of Canada, 479.

SWhiteside’s thesis included a brief case study of one purely fraudulent B.C. mining
promotion. However, his information was drawn almost entirely from sensationalised reports in
the Monetary Times. The Mining Encyclopaedia in the Henderson's Directories for the period
lists hundreds of companies and their many properties. Presumably, if these companies owned
property they were not “purely fraudulent.” Robert Kubicek’s study of the finance of South
African goid mining during this period traces the corporate history of several speculative ventures
that quickly became serious enterprises but provides little information on the untold hundreds of
mining promotions that quickly faded. (Robert Kubicek, Econontic Imperialism in Theory and
Practice: The Case of South African Gold Mining Finance 1886-1914 [Durham, N.C.: Duke
University Press, 1979]). Clark Spence and W. Turrentine Jackson have meticulously traced the
extraordinary history ofthe Emma Silver Mine whose collapse created an international scandal and
precipitated a U.S. Senate investigation (Clark Spence, British Investments and the American
Mining Frontier, 1860-190/ [Ithaca: Cornell University Press, 1958], c. 5; W. Turrentine Jackson,
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generally in short supply in Canada. Secondly, due to the peculiar nature of the business,
speculative mining ventures typically have short and unhappy lives. Such characteristics are
not encouraging for long term or, one would imagine, even short term retention of business
records.

Fortunately, around 1900 the nearly complete collection of Nestegg records was
boxed up and set aside by the Victoria financial firm that ultimately assumed control of the
mining company’s affairs. The documents lay forgotten in the B.C. Land and Investment
Agency’s Victoria headquarters for decades before being donated to the city’s archives in
the mid 1970s.° With the recent re-discovery of these records it is now possible to rconstruct
the day-to-day operations of a speculative gold mining operation and assess the “success”
of inexperienced, asternal corporate leadership and preconditioned, on-site mine managers
as they struggled to keep a high risk, publicly owned, long distance Canadian business
venture afloat.

This study also reveals that in many respects, the Nestegg saga was very much a
success story. The Company was formed with virtually no assets, yet in less than a year it
was debt free and owned two properties, one of which was on its way to achieving full
mechanization. These were significant achievements for a venture that never produced any
gold ore even a respectable assay report. In its short lifetime it did, however, produce tons
of anxiety and ingenuity. Literally from its inception the Nestegg corporate management
fought through one predicament after another. Besides the classic “risk factor” associated
with mining — extraction and processing mineral deposits of unknown quantity and quality
— the company men grappled with claim jumpers, an anaemic treasury, a succession of
transient and circumlocutory mine managers, a powerful and precocious press, rapacious

creditor “sharks,” unpredictable courts, and unreliable lawyers. Managing a /oca/ business

“The Infamous Emma Mine: A British Interest in the Little Cottonwood District, Utah, Territory,”
Utah Historical Quarterly, 23 (October 1955). 339-62. However, the spectacular Emma Mine
fiasco involved a producing mine not an unproven prospect.

*The collection was subsequentiy transferred to the B.C. Provincial Archives in March
2000.
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under these conditions would certainly have been challenging, but the group of Victoria
merchants who kept their Nest Egg mine in Rossland afloat in this sea of difficulties

supervised the Company’s affairs hundreds of miles from the mine site.

The Western Context: Two Worlds Collide

The distance between Victoria and Rossland was greater than mere miles. In 1896
the two communities were worlds apart, and their antipodal atmospheres would prove to be
the most serious impediment to successful management of the Nest Egg mine. Different
cultural, political, and geographical factors had produced two very dissimilar attitudes
towards business ethics in each city.

When the Nestegg Company was organized, Rossland was first appearing on the
maps of British Columbia. Victoria was, however, already more than fifty years old.
Established as the Hudson’s Bay Company’s Vancouver Island trading centre in 1843, the
little fort gradually grew to become the centre of Great Britain’s, and later Canada’s, Pacific
Coast commerce, industry, finance, and political administration. The transformation from
fur post to commercial centre accelerated dramatically when news of the mainland Fraser
River gold discovery reached San Francisco in 1858. Anticipating a repeat performance of
the fabulous Forty-Niner boom in California, more than 25,000 mostly American would-be

miners, traders, capitalist, and speculators rushed to the new gold fields. Most of these

"The difficulty of managing mines from long distances has been studied by several
historians. See for example: Clark Spence, British Investments and the American Mining
Frontier, and also Spence’s The Conrey Placer Mining Company: A Pioneer Gold-Dredging
Enterprise in Montana, 1897-1922 (Helena: Montana Historical Society Press, 1989);, W.
Turrentine Jackson, The Enterprising Scot: Investors in the American West After 1873
(Edinburgh: Edinburgh University Press, 1968) and also by W.T. J ackson, “The Infamous Emma
Mine”; Larry Lankton, Cradle to Grave: Life, Work, and Death at Lake Superior Copper Mines
(New York: Oxford University Press, 1991); Charles K. Hyde, “From ‘Subterranean Lotteries’
to Orderly Investment: Michigan Copper and Eastern Dollars, 1841-1865,” Mid-America, 66
(January 1984): 3-20; Duane A. Smith, “The Promoter, the Investor, and the Mining Engineer: A
Case Study,” Huntington Library Quarterly, 39 (August 1976): 385-401.
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Argonauts came through Victoria," changing it overnight from a sleepy little supply station
into a blossoming commercial entrepot.

Within six weeks [in the spring of 1858, 223 buildings, nearly 200 of them stores,
39 owned by jobbers or importers, were constructed. Land values rose: The
Hudson’s Bay Company, which owned the water frontage and all the good
building sites near the harbour, raised the price of town lots from $50 and $75 to
$1,500 and $3,000 and even higher. The Colonial government .. did less well;
but its sales increased fivefold.!2

The complexion of Victoria appeared to change just as suddenly from a proper British
countryside village to a commercial satellite of San Francisco. The Stars and Stripes could
be seen everywhere in the city and American holidays were enthusiastically celebrated.
However, as one historian has noted, “although many [gold rush] merchants came to
Victoria from California, and especially San Francisco, the majority were not Americans but
were of British descent, and they were often representatives of British firms that operated
in San Francisco.” Labour, capital, and entrepreneurial expertise flowed into Victoria from
California, but the business and financial community remained solidly British. The general
population was quite cosmopolitan but economic and, consequently, political power
remained in the hands of the city’s British “gentlemen.”" Throughout the last half of the
nineteenth century this ethnic/cultural power base closed its ranks behind a network of

political patronage, intermarriage, exclusive social institutions, and intimate business

"' According to one source “nearly twice as many miners chose to come by the water route
to the gold fields, thus making Victoria their first port of call and their supply centre” (Irene Elaine
Robertson, “The Business Community and the Development of Victoria, 1858-1900,” [M.A.
thesis, University of Victoria, 19817, 18).

"Margaret A. Ormsby, British Columbia: a History (Vancouver: MacMillan of Canada,
1958), 141.

PRobertson, “The Business Community of Victoria,” 24.

“Ibid., 29. An excellent analysis of the class lines that defined a British “gentleman” can
be found in Geoffrey Best, Mid-Victorian Britain, 1851-1875 (London: Weidenfeld and Nicolson,
1971), 245-256. On the acceptance of these class lines in British Columbia see Jean Barman,
“Ethnicity in the Pursuit of Status; British Middle and Upper-Class Emigration to British Columbia
in the Late Nineteenth and Early Twentieth Centuries,” Canadian Ethnic Studies, 18 (1986): 32-
51.
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Patrick R. Chapin 8

affiliations.”” The class lines were nearly as rigid in Victoria as they were in the Old
Country. Opportunities for success existed for entrepreneurs who were industrious, but only
if they were also well-connected to Victoria’s elite.' Innovation took a back seat to
fraternization. Would the Island City’s Nestegg entrepreneurs possess the creativity to
succeed in an alien business environment where their gentlemanly capitalism did not
prevail?

In 1896, Rossland was undergoing a raptd metamorphosis very similar to what had
occurred in Victoria in 1857-58. Up until 1895 the mineral development of British
Columbia’s interior had proceeded slowly and fitfully. The Fraser River gold rush quickly
faded when high waters flooded the “diggings” the following spring. Fortunately,
subsequent discoveries further inland kept mining alive in B.C. until 1867 when the Cariboo
alluvial" deposits finally played out. Various efforts failed to revive the Cariboo by mining
its lode (hard rock) deposits and treating them with the latest technology.”™ For the time

being, machinery-intensive lode mining in the inaccessible B.C. interior remained

*On patronage linkages see Jean Barman, The West Beyond the West: A History of British
Columbia (Toronto: University of Toronto Press, 1996), 103, and “An Early Barbecue: 1871-
1903” in Martin Robin, The Rush Jor Spoils: The Company Province 1871-1933 (Toronto:
McClelland and Stewart, 1972), 49-86; on intermarriage see Harry Gregson, A History of
Victoria, 1842-1970 (Vancouver: 1.1, Douglas, 1977) and Robertson “The Business Community
of Victoria,” 135-136; on social institutions and business affiliations see Robertson, “The Business
Community of Victoria,” 68-84 and 117-137.

"®In his biography of Edgar Crow Baker, G.W.S. Brooks maintained that in business,
Victoria followed the “American tradition” of idolizing “the entrepreneur as a hero in the
...conquering of the frontier” and approving “of the economic rewards and accorded social
recognition to those who succeeded in business” (G.W.S. Brooks, “Edgar Crow Baker: An
Entrepreneur in Early British Columbia,” B.C. Studies, [ Autumn, 1976]: 43). Baker, a wealthy,
retired British naval officer who immigrated to Victoria ffom England via Halifax, seems to have
been a poor illustration of the true American frontier entrepreneurial ideal — the self-made
businessman. Baker’s social status and political connections obviously served him better than any
dubious entrepreneurial skills he may have possessed.

" Alluvial or placer deposits contain particles of usually fine (pure) gold freed from their
former host hard rock veins by the processes of erosion. They are usually mined by simple
gravitational sorting: panning, rocking, shiicing, hydraulicking, or dredging.

"Mouat, Roaring Days, 8-10.
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prohibitively expensive. The completion of two trans-continental railways in the early
1880s: the Northern Pacific through Spokane in 1883 and the Canadian Pacific through
Revelstoke in 1885, put the province’s mining potential back in the limelight once again.
With steamer and rail transportation networks in place, the weil-known but complex silver-
lead deposits in the Kootenay Lake region could at last be profitably mined and shipped to
American smelters for refining. Two years after the C.P.R.’s last spike was driven, five
hundred miners were working the famous Silver King and other area mines near Nelson, '
The excitement generated by the East Kootenay activity stimulated a rush to find
other economical mineral deposits. In the summer of 1887 two prospectors made the first
Rossland discovery: the Lily May, a marginal mineral claim on Deer Park Mountain not far
from the Nest Egg. Two years later the rich deposits on nearby Red Mountain were located
and a stampede to “the new Eldorado” was on. As luck would have it, news of the Red
Mountain discoveries coincided with the inauguration of regular steamboat service at Trail
Landing only seven miles away, providing the new camp with connections to both
transcontinental railways. Transportation and treatment costs still remained prohibitively
high until 1893 when year-round wagon road access to Spokane and Trail was finally
completed.” But then, just as overhead costs for processing the rich but complex Rossland
ores dropped to realistic levels, the bottom fell out of the venture capital market as a
financial panic swept across the world. The Rossland gold rush would not regain its
momentum until February 1895 when the War Eagle Mine’s American owners proved it
could be spectacularly profitable in spite of transportation and financing Iimitations.?!
Like Victoria forty years earlier, the stampede to Rossland was largely American.
The lay of the land, particularly the mountains and rivers, dictated that transportation and

migration would prefer north-south rather than east-west routes. And for Rossland, the

"Ibid., 14.

“Because the gold in Rossland ores was found in combination with copper, treatment at
a smelter was required to separate the two metals (Mouat, 21). At that time the nearest smelters
were in Butte and Helena, Montana, and Tacoma, Washington.

*'Mouat, 19.
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Northern Pacific railway and the city of Spokane were much more accessible than the CPR
and Victoria or Vancouver. Besides geography, the element of readily available mining
expertise and capital would figure largely in determining the early development and

character of Rossland:

A number of men [in Washington state] had prior experience in mining and
quickly perceived the lucrative possibilities of the new discoveries. When the first
transcontinental railway was built through the region just prior to the construction
of the Canadian line, the northern states had enjoyed their own mining boom.
Newly discovered mineral deposits created prosperous commmunities in Montana
and Idaho in the 1880s. As a consequence, veteran American prospectors and
business people were alert to the economic potential of the area north of the border
and were well positioned to take advantage of economic opportunities in
southeastern British Columbia. Residents of the city of Spokane ... were in the
vanguard of the movement north. To some extent this also reflected an economy
gone flat.™ ...[Rossland] and its mines attracted wealthy developers who were
seeking new outlets for their energy and capital. In the early 1890s, the price of
silver dropped from $33.63 to $20.25 akilogram, a fall that had a crippling impact
on many silver mines, including those in nearby Idaho. ?

Incarly 1896 Rossland’s booming business community developed, due to geography
and “poised” expertise, as a satellite of Spokane. But the “expertise” possessed by the men
from Spokane went beyond just finding mines, miners, and money. These were
entrepreneurs who were shaped by the unique heritage of the American mining frontier.
Building on Frederick Jackson Tumer’s frontier thesis, Rodman Paul and others have
analysed the peculiar pattern of cultural, economic, and political developments that

accompanied the ceaseless march of mining discoveries in the American West* Huge

“Ibid., 17.
#1bid., 19.

*'Rodman Paul, Mining Frontiers of the I'ar West, 1848-1880 (New York: Holt, Rinehart
& Winston, 1963); Frederick Jackson Tumner, The Frontier in American History(New York: Holt,
Rinehart & Winston, 1962); William S. Greever, The Bonanza West: The Story of the Western
Mining Rushes, 1848-1900 (Norman: University of Oklahoma Press, 1963); Michael P. Malone,
The Batile for Butte: Mining and Politics on the Northern Frontier, 1864-1906 (Seattle:
University of Washington Press, 1981); William J. Trimble, “The Mining Advance Into the Inland
Empire: A Comparative Study of the Beginnings of the Mining Industry in [daho and Montana,
Eastern Washington and Oregon, and the Southern Interior of British Columbia: and of Institutions
and Laws Based Upon That Industry,” Builetin of the University of Wisconsin, no. 638, vol. 3
(1914): 137-392; Ralph Mann, “The Decade after the Gold Rush: Social Structure in Grass Valley
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mining camps sprang up overnight in vacuums where rules for social order, security of
property, and the limits of personal liberties — particularly those of visual and ethnic
minorities — developed with little guidance from established authorities or knowledge of (or
regard for) other precedents. The impermanence of mining, especially in boomtown
situations, naturally encouraged short-term, feckless attitudes towards morality and ethics.®

Another important feature of the American mining frontier that penetrated Rossland
in 1896 was its cultivation of innovation. 2 Extracting valuable metals from complex
minerals in remote locations required expertise that was often produced on-site after

extensive experimentation.”’ And locating or manufacturing the capital necessary to finance

and Nevada City, California, 185 0-60,” Pacific Historical Review 41 (November 1972): 484-504;
Sally S. Zanjani, “To Die in Goldfield- Mortality in the Last Boomtown on the Mining Frontier”
The Western Historical Quarterly, 21 (February 1990):47-69.

The sources cited in the previous note devote considerable attention to this phenomenon.
Numerous first-hand accounts have also been published documenting the “wide-open” social,
business, and legal ethics that evolved in the mining camps. Of particular interest to this study is
mining litigation lawyer Grant H. Smith’s History of the Comstock Lode, 1850-1920 (Reno:
Nevada State Bureau of Mines and the Mackay School of Mines, 1943). One American social
historian maintains that a predilection for innovation was in fact standaid business praciice for ihe
times. Many American entrepreneurs during the mid to late nineteenth century operating in
environments of “loosely structured social roles ~.prided themselves on a high degree of
independent action, doing what they wanted to do regardless of law, order, or tradition. Novelty
and innovation were often positively sanctioned, and profitable change was seldom opposed”
(Thomas C. Cochran, Business inAmerican Life: A History (New York: McGraw-Hill, 1972), 86).

% According to one social hi storian, innovation was an important component of America’s
enfrepreneurial success during the latter half of the nineteenth century when the West was being
settled. American frontier businessmen operated in environments of “loosely structured social
roles ...[and] prided themselves on a high degree of independent action, doing what they wanted
to do regardless of law, order, or tradition. Novelty and innovation were often positively
sanctioned, and profiiabic cliange was seidom opposed” (Thomas C. Cochraa, Business in
American Life: A History (New York: McGraw-Hill, 1972), 86).

“'See Otis E. Young, Jr., Western Mining: An Informal Account of Precious-Metals
Prospecting, Placering, Lode Mining, and Milling on the American Frontier from Spanish Times
fo 1893 (Norman: University of Oklahoma Press, 1970), especially Chapter VIII “Developments
Sacred and Profane,” 204-233: Cedric E. Gregory, A Concise History of Mining (New York:
Pergamon Press, 1980; and Lynn R. Bailey, Supplying the Mining World: The Mining Lquipment
Manufacturers of San Francisco, 1850-1900 (Tucson: Westernlore Press, 1996). One Canadian
historian has argued that mining developers in pre- 1890 Ontario were as technologically innovative
as their counterparts south of the border (Dianne Newell, Technology on the Frontier- Mining in
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risky and expensive experimental mining ventures inspired as much if not more creativity *®

Not surprisingly the American mining frontier produced unique entrepreneurial
niches. The most crucial and pivotal of these were the promoters, the men (and
occasionally, women) who specialized in finding and joining together prospectors and
capitalists. Mining promotion was not an easy life. As Lewis Athererton and others have
shown, most of the West’s mining promoters were as transient as their prospector vendors. 2
Promoters aspired to quickly acquiring great reputations, big homes, and important social
or political connections. However, the hi ghrate of failure among mining prospects required
that they spread their “expertise” and their resources thin to keep as many irons as possible
in the fire. Success, indeed survival, required the highest degree of salesmanship, endless
travel, and a lot of burned bridges. It was a business where one never looked back but
always forward.

Other entrepreneurs on the American mining frontier adopted the cut-and-run, short-
term attitudes towards business that characterised the promoters. Chronic shortages of
capital and the high mortality of poorly regulated frontier financial institutions,* especially
in the boom communities, led to a proliferation of loose borrowing and lending backed with
speculative collateral (mining properties or shares).” Everyoneina mining camp knew that
the slightest incident (a failed dividend, a bad report on a mine, or a new strike somewhere
else) could bring the community’s tenuous credit network crashing down. Unlike the

agricultural frontier, businessmen and promoters on the mining frontier did not hesitate to

Old Ontario [Vancouver: University of B.C. Press, 1986]).

See Grant Smith, History of the Comstock Lode and David Dary, Entrepreneurs of the
Old West (New York: Knopf, 1986).

PLewis Atherton, “The Mining Promoter in the Trans-Mississippi West,” Western
Historical Quarterly, 1, no. 1 (January 1970) : 35-50. See also Duane Smith, “The Promoter, the
Investor, and the Mining Engineer” and Professor Matt Bray’s description of R.H. Ahn in
Dictionary of Canadian Biography, X1l (Toronto: University of Toronto Press, 1994), 4-5.

**See Edward Hun gerford, Wells Fargo: Advancing the American Frontier {(New York:
Random House, 1949), especially 189-206.

YSee the biography of the Nest Egg’s banker-turned-manager John M. Burke in Chapter
2 herein.
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liquidate what debts and assets they could on a moment’s notice and move on to the next
bonanza.

And lastly, the nineteenth century American mining experience yielded real-life
entrepreneurial legends who became fabulously wealthy with astonishing speed. As often
as not these were men who started their mining careers with little or no expertise or money:
men like miner-turned-magnate Marcus Daley of Butte’s Anaconda Mine; prospector John
Mackay of Comstock fame; George Hearst, developer of rich Comstock and Black Hills
deposits; and W.S. Stratton, a carpenter who cleared ten million dollars from the
Independence mine he discovered near Cripple Creek, Colorado.® These self-made men
became instant tycoons mostly, it seemed, by simply being in the right place at the right
time. Their stories nurtured the American frontier myth of riding from rags to riches on the
back of “land, liberty, and serendipity for all.”

Thus, in 1896 the Nestegg Company’s coastal head office and its remote mining
operation functioned in two very different business environments. Victoria was an
established entrepot and socially stratified “shopocracy.”™ A few hundred miles away lay
the brand-new Americanized mining boomtown of Rossland: socially fluid,* fast-and-loose,
and predestined to a flecting existence. Victoria was a commercial centre built upon British
men and money, formal financial institutions, and close personal associations. Business
decisions were made privately between individuals after careful consideration. Corporate
dissension was not unheard of but in Victoria clarity was acquired face to face between men
who coexisted on the same social plane. Failure could have serious social and economic
consequences for a Victoria businessman.

Rossland’s Spokane-based mining entrepreneurs, on the other hand, were specialists

at manufacturing capital out of thin air. The rules of business on the mining frontier had a

*For a biography of Marcus Daly see Malone, Bartle Jfor Butte; Grant Smith, History of
the Comstock Lode for John Mackay; Rodman Paul, Mining Frontiers, 62-63 for George Hearst;
T.A. Rickard, History of American Mining (New York: McGraw-Hill, 1932), 144-146 for W.S.
Stratton.

*Barman, West Beyond the West, 103.

HVisual minorities excepted.
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long history of being stretched or fabricated to create an image of profitability. In contrast
to Victoria, public investment was a prerequisite for entrepreneurial survival in capital-
starved Spokane and Rossland. And consequences were never a top priority: routine failure
was viewed as an acceptable cost of success on the mining frontier. Experience had taught
Spokane mining men that their business was always a gamble, and even successful gamblers
expected to lose most of the time. The size of the pot when they did win was all that really
mattered.

The entrepreneurial consequences of the Nestegg Company’s short-lived, turbulent
marriage of seemingly incompatible partners is the dominant theme of this study. The
wedding of Victoria’s British commercial centre with its rigid class boundaries to
Rossland’s American free-enterprise mining frontier would seem to be an illogical union.
From the beginning it was, however, a convenient, if not necessary, arrangement for both
parties. By the mid-1890s the company men in Victoria were watching in horror as their
hereditary position as the province’s entrepot devolved to Vancouver, the terminus of the
Canadian Pacific Railway.* Supplying the mining rushes in B.C. had always been the Island
City’s bailiwick and its entrepreneurs were not going to give up that role easily. While it
would be difficult to compete with better connected suppliers in Eastern Canada and
Spokane’s “Inland Empire” (although protective tariffs certainly inhibited the latter),
Victoria’s businessmen had one or two cards left that they could play in the contest for
hegemony over B.C.’s mineral development: their domination of the province’s Legislature
and courts and their well-established connections to capital resources within the city and in
Britain. However, playing these cards would require that they plunge directly into the

complex business of mining development rather than indirectly as they had in the past. They

*On the decline of Victoria and rise of Vancouver see Robert A.J. McDonald, Making
Vancouver: Class, Status, and Social Boundaries, 1863-1913 (Vancouver: University of British
Columbia Press, 1996), 92-93 and also McDonald’s “Victoria, Vancouver, and the Economic
Development of British Columbia,” in Alan F.J. Artibise, ed., Town and City: Aspects of Western
Canadian Urban Development (Regina: Canadian Research Centre, 1981), 31-55; and John Lutz,
“Losing Steam: The Boiler Engine Industry as an Index of British Columbia’s Deindustrialization,”
Historical Papers: Communications historiques (Ottawa: Canadian Historical Association, 1988),
168-208.
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knew little about mining so, quite naturally, Victoria entrepreneurs looked to Rossland and
Spokane for the management expertise needed to guide their desperate experiment.

For the mining men of Rossland, Victoria’s two political and financial “hold cards”
were extremely desirable attributes. Access to legislative influence was an important asset
in a business that was always on the edge of legitimacy. Besides protection, political
connections could also supply them with insider information on pending statutes or court
decisions affecting mining speculation, transportation, or labour. In an Inland Empire still
reeling from the financial panic of 1893 and the recent collapse of the silver market, Victoria
was also a welcome funnel for untapped foreign sources of capital. And finally, the Island
City was the undisputed centre of the province’s newspaper industry. The Nest Egg’s
Rossland mining men knew that successfully managing the Nest Egg’simage of profitability
required control over the quality and quantity of the mine’s media exposure. How better fo
accomplish this than to have a Victoria daily paper in their back pocket?

When these two different and distant worlds of business were melded in early 1896,
they were on course to collide with another planet. Perhaps even more significant than the
Nestegg company men’s reaction to the physical and cultural distance factors, was their
attempted quantum leap from what Alfred Chandler described as classical “family

capitalism” to the new “financial capitalism” and of the coming century.* For most of the

*Alfred Chandler, The Visible Hand: The Managerial Revolution in American Business
(Cambridge, Mass.: Belknap Press, 1977), 490-493. Gregory Marchildon maintains that this
transition was critical to inaugurating what he termed Canada’s second industrial revolution
between 1896 and 1913:

This intermediate, or bridging stage [from family to financial capitalism],

in economic history was marked by the development of an international market in

industrial securities, the rapid growth and linking of organized exchanges for the

trading of securities, and the predominance of promoter-financiers in manufacturing

industry.

...[Canada’s first industrial revolution during the 1850s-1860s] was not
accompanied by significant changes in finance. Retained earnings and the occasional

toan from family, friends, or financial intermediaries were generally sufficient for

the relatively modest requirements of single-plant operations manufacturing for local

needs.

By contrast, Canada’s second industriaf revolution produced fundamental
changes in industrial financing. Security issues became a critical source of capital,

for retained earnings and family wealth were found to be inadequate in meeting the
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Victoria company men, speculative mining promotion would be their first serious encounter
with “going public” to raise development capital. Consequently, they would have to leamn
how to share corporate management decision-making processes with a host of unfamiliar
investors far removed from the company men’s sharply defined geographic and class
boundaries. Going public also meant adopting new attitudes towards advertising and fiscal
accountability. Butin the 1890s, corporate financing techniques and the face of advertising
were both changing rapidly and constantly. As we shall see, “financial capitalism” proved

to be a difficult pill that the Victoria company men were ill-prepared to swallow.

When the Nestegg Company was formed, two very different business worlds were joined,
for better or for worse. Though it was only a brief encounter, did this union have any lasting
effects? Did the Rossland mining men learn to become accountable, modern business
managers?”’ Was this even necessary in their line of work? The extraordinary schemes
employed by the Victoria company men as they floated their mining venture and then
conquered its detractors and creditors reveals a surprising level of entrepreneurial skill for
this place and time in Canadian business history. But were they skilful enough? Did the
“family” of company men possess the right stuff to take the crucial step over the line from
gentlemanly capitalism into the new era of financial capitalism and managerial capitalism?

The Nestegg’s life was short but its story can tell us much about the different ways one

very large capital needs of the enterprises that were springing up in new industries
(Gregory Marchildon, Profits and Politics, Beaverbrook and the Gilded Age of
Canadian Finance [Toronto: University of Toronto Press, 1996], 12).
Obviously, most of the entrepreneurs involved in the late 1890s mining companies booms
(certainly the Nestegg company men) were not compelled to bridge the gap between family and
financial capitalism because of inadequate “retained earnings and family wealth” or even “very
large capital needs,” but rather because of to disperse the high risks involved in mining
development.

7 Apparently “mining operators” were not inclined to embrace changes to their way of
doing business. One historian who has studied the evolution of Canadian engineering maintains
that the mining community staunchly resisted regulation or certification of the profession in the late
nineteenth and early twentieth centuries (J. Rodney Millard, The Master Spirit of the Age:
Canadian Ingineers and the Politics of Professionalism, 1887-1922 [Toronto: University of
Toronto Press, 1988], 143.
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group of entreprencurs responded to Canada’s diverse, isolated, and rapidly changing
business environments at a crucial moment in its economic history. It can also help us

understand the complexity of that moment and those environments.



CHAPTER 11

GETTING STARTED: INCORPORATION, PROMOTION,

AND PROPERTY ACQUISITION
January-October 1896

Setting Up The Company

Incorporated under British Columbia’s ““Companies Act, 1878’ c[hapter] 21, part
I1, [of] the Consolidated Acts of 1888, and amending Acts,” the Nestegg Mining Company,
Limited Liability received its provincial certificate of incorporation on January 31, 1896
Headquartered in Victoria, the new company was capitalized at $500,000 in shares of one
dollar par value each. Three trustees were named in the certificate: Rossland “gentleman”
Patrick Aloysius O’Farrell and Victoria merchants Archibald Blair Erskine and George Alan
Kirk.?> The Company was formed to purchase and “prospect, work, explore, develop, and
turn to account” the Nest Egg claim located in a recently discovered mineral zone called the
“South Belt” just outside the Rossland townsite.> Besides the usual powers necessary to
build and operate a working mine, the certificate of incorporation authorized the Board to
“sell and dispose of Company stock from time to time, and as often as may be deemed
expedient, for such price or in exchange for such property as the Trustees may think fit.™
This clause was included to facilitate the all too common practice of acquiring mining
property at lightning speed with fully paid up “vendors shares.” Uncalled capital could be
mortgaged — subject, of course, to legal restrictions of the Companies Act.® Personal

liability was limited to the “proportion ...of assessments legally levied ...upon a share or

'From a clipping attached to the front of the NEMC Minute Book, probably cut from the
B.C. Gazette.

?[bid.
*Nestegg Mining Company, certificate of incorporation, January 31, 1896, paragraph 3,

(14 kbl

part “a.
*Ibid., part “j”.
SIbid., part “f”,

18
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shares of which he is a holder.”®

A handwritten document buried in the correspondence files suggests the history of
the Nestegg Company actually predated its incorporation by at least three months. In an
“Agreement” dated October 16, 1895, P.A.
O’Farrell promised he would not “dispose of
further interest in the Nest Egg Gold Mine, but
what has been already arranged for, at a figure
less than 10 cents a share.” O’Farrell’s admission
that he was selling his stock in the Company well
before it was formed proves shares were already
committed to him, presumably for value received.
Just how many shares were committed 1s not
clear but the remaining terms of the agreement
indicate it must have been a large enough block

for him to be a considerable threat to the Victoria

men. To set them at ease O’Farrell agreed to

2. B.C. Board of Trade Bldg.

Nestegg Mining Co. Headquarters
From B.C. Archives, BCA F-04195

three important concessions: “[that Victoria
would be] selected as the head quarters [sic} of
the Company to be formed to own and operate the mine and that the Bank of Montreal shall
be bankers of the Company. And also that one of the three directors shall be named by the
Victoria interest in the mine.””

The value received from the Spokane promoter could not have been anything less
than the property itself. However, since there is no record of O’Farrell receiving title to the
Nest Egg claim it is presumed he secured an option on the property prior to the involvement
of the “Victoria interest.” This was a very common practice in the mining game. Promoters

lacking the funds or courage necessary to purchase promising claims outright often took

®Ibid., para. 7.

™ Agreement” dated October 16, 1895 found in NEMC Correspondence files [PR5, Ser 2,
Box 44B55, file 1].
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them “on bond.” For a small down payment of cash (or some other value) and a contracted
“option” to pay the remainder of the purchase price later, the bonding party was given the
mineral rights to a claim for a fixed period.* With the legally transferrable option in hand
a promoter could then proceed to make a sales pitch to prospective investors or organize a
company to buy out his interest. Any portion of the selling price exceeding the bond paid
to the vendor went into the promoter’s pocket. The option was therefore a method of
securing a sales commission from the purchasers instead of the vendors. While it was still
under option, title to the property remained legally in the hands of its original owner,

On the date of incorporation the first general meeting of the shareholders was held
in Victoria. At the top of the agenda was the adoption of by-laws prepared by company
solicitor Gordon Hunter. Next the officers were elected: George A. Kirk, President; P.A.
O’Farrell, Managing Trustee; and W.H. Ellis, the editor/manager of the Victoria Daily
Colonist, became Secretary/Treasurer. Although there should have been nothing unusual
in these proceedings, the Minutes of the meeting do reveal peculiar irregularities. For one
thing, it seems only one of the four people supposedly in attendance, P.A. O’Farrell, could
have been a shareholder on the day of the Meeting — and even he was technically not yet in
possession of his shares when the by-laws were adopted and officers elected.’ The Minutes

also reflect that the shareholders went through the motions of electing officers, but then the

*Frequently the down payment was a large number of shares in a company yet to be formed
or a guarantee to the claim owner by the “bond” holder to perform a certain amount of
development work in a given period of time,

*The three attendees were supposedly the Trustees A.B. Ersine, G.A. Kirk, and P.A.
O’Farrell (“Minutes of 1" General Meeting,” January 31, 1896 [NEMC Minute Book, 1]).
However, on January 31, only four individuals could possibly have held shares in the Company:
O’Farrell, John M. Burke, Ross Thompson, and either R.P. Rithet or W.H. Ellis “in trust” (NEMC
Share Transfer Ledger, 11, 20, 18). O’Farrell held 100,000 shares but by himself he would not
have made a quorum. And since the property transfer was the second order of business it appears
R.P. Rithet was still in possession of all but 1,000 treasury shares when the by-laws were adopted
and the officers elected (see the following discussion of the motion to purchase the property).
Technically, therefore, no shareholders were present at the first Sharcholders s Meeting. Even
if the property purchase and Treasury stock transfer had been the first order of business, it appears

Ellis, who would have received Rithet’s shares “in trust,” was not at the Meeting since the Minutes
were not recorded in his hand.
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entire exercise was struck out.'® Instead, the same officers and the mine manager were
installed at the first Meeting of Trustees held immediately after the General Meeting
adjourned'’ Appointment of officers by Trustees is ordinarily contrary to the law, but B.C.
statutes did allow for an exception. Because they were named as interim Trustees when the
Company was formed, Kirk, Erskine, and O’Farrelil could legally continue to run operations
as if they were elected officers for the first three months after incorporation. > However, the
three men continued to hold onto their temporary positions on the Board long after the
emergency grace period authorized by law had lapsed. Ratification of officers and Trustees
would not take place until the next (actually, the first genuine) General Shareholders
Meeting on October 15, 1896, almost seven months after the Trustees’ temporary authority
expired.” Not surprisingly, the first order of business at this, the first genuine shareholders’
meeting, was to obtain approval of the Trustees’ actions to date, thereby legitimizing the
first ten months of their tenure. '

The man simultaneously appointed by the Trustees to be mine manager, John M.
Burke of Spokane, seemed to be eminently qualified although his best credential was likely

the fact that he agreed to work “without salary.”s Notwithstanding what was officially

““Minutes of 1% General Meeting,” January 31, 1896 (NEMC Minute Book, 1). It is
interesting that the resolution approving the by-laws was allowed to stand.

"1“Ist Meeting of the Trustees of the Nest Egg Mining Co. Ltd. Lbty., 31* Jan. 1898,”
(NEMC Minute Book, 3).

"”B.C., Statutes of B.C., 1890, 53 Vict,, c. 6, “Companies Act, 1890,”s. 5. The law did
provide a loophole that allowed Directors or Trustees to be appointed after the fact, however,
three-fifths of the issued shares would have to concur at an extraordinary meeting called for the
purpose (Ibid., 1892, 55 Vict,, ¢c. 7, “An Act to Amend the ‘Companies’ Act, 1890°,” s. 3).

P“Minutes of the Extraordinary General Meeting of the Shareholders, October 15, 1896,
(NEMC Minute Book, 10-11).

“NEMC Minute Book, 10-11; The shareholders could conceivably have rejected the
Trusices’ actions and sued them personally for any expenditures made after the grace period
expired on March 29, 1896.

"“First Trustees’” Meeting, January 31, 1896,” NEMC Minute Book, 3. The incorporation
documents state Burke resided in Rosstand but his correspondence indicates he spent more time
in Spokane than he did in B.C. Burke’s obituary also confirms that he maintained a residence in
Spokane from 1882 (Spokesman Review, September 24, 1908). Burke’s credentials and
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recorded in the Minutes, Burke’s generosity probably did not go unrewarded. The same day
he received his appointment Burke acquired 5,000 Nestegg shares which in all likelihood
he did not purchase.’ Later, on at least two occasions, Burke’s son/power of attorney was
also reported to have possessed large blocks of shares.” Though their new mine manager
oficially received no compensation, the Company did agree to pay his monthly expenses
which, as the months wore on, became increasingly weighty.’®
Even more unusual than the appointment of its non-
salaried manager was the Company’s arrangement for procuring
the Nest Egg mining property. Atthe same first General Meeting
of shareholders — who were not yet shareholders — a unanimous
resolution was passed authorizing the “purchase” of the Nest Egg
mineral claim from Victoria real estate and shipping magnate
R.P. Rithet for 499,000 paid-up shares.” The “vendor” was,

however, not a typical mining claim peddler. Highly respected

in Victoria’s social and business circles, ex-mayor Rithet was a

3. “Vendor” R.P. Rithet

Member of the Provincial Legislature and President of R.P.  City of Victoria Archives
96604-01-2753

Rithet & Co., Ltd.,, “importers & commission merchants,

background are discussed in the following chapter.
'YNEMC Share Transfer Ledger, 20.

"In October of 1896 John Burke’s son Dan was reported to have sold between ten and
twenty thousand shares to an Oregon railway tycoon (NEMC Correspondence, Gaston to Ellis,
October 26, 1896). Writing to the Company six months later, the younger Burke requested that
30,000 shares in the Nestegg Company be converted into shares in the reorganized Nest Egg and
Firefly Company and issued in his name (NEMC Correspondence, D. Burke to Munro, February 12,
1896). There is, however, no record in the Share Ledgers for either the old or the new companies
of any stock being issued to Dan Burke.

"*See various entries in the NEMC Journal, 76-79. Burke routinely charged the Company
forhis office rent ($10.00-$25.00/month), horse hire, ($2.00-$4.50/month), and postage and office
supplies. Given the number of companies employing Burke at the time, he must have been
realizing a considerable combined income from just the office rent expenses charged to each of
them,

PTyped attachment, “Minutes of the first meeting of the shareholders of the Company held
the 31st day of January 1896,” (NEMC Minute Book, 1).



Nest I'gg Mining Company 23

shipping and insurance agents, wholesale grocers & liquors, etc.” He also owned huge
tracts of timberland on Vancouver Island as well as the mainland and was involved in a
number of successful railway, lumber, salmon canning, and shipping ventures.?! Rithet was
a former President of the Board of Trade (for seven years), and British Consul-General for
Hawaiian [slands where he had invested heavily in the sugar business.?

The pitfalls of the mining business were nothing new to Rithet. In the carly1870s
he was elected secretary of the Victoria Silver Mining Company and president of the New
Eureka Silver Mining Company. Both companies owned and operated promising properties
near Hope, B.C. Some of the ore from these mines proved to be incredibly rich (over $400
per ton) but the mines were crippled by high transportation costs, litigation, and
mismanagement.?

Rithet also had several business connections with the other Nestegg founders. The
secretary of the old New Eureka Company was accountant G.A. Sargison, W.H. Ellis’s
partner in the Colonist Printing and Publishing Company.?* Robert J. Ker, another important

early Nestegg investor, was secretary/treasurer of Rithet & Co.%* Asa prominent spokesman

*Henderson's Directory, 1897, 810. An April 1896 special edition of the Victoria Daily
Colonistreported that Rithet & Co. was “handling the production of: Fraser, Northern, and Skeena
River Canneries; Delta Canning Co.; Laidlaw and Co.; Wellington Packing Co.; Harlock Packing
Co.; Wannock Packing Co.; Standard Packing Co.; Skeena Packing Co.; Lowe Inlet Packing Co.;
Cascade Packing Co., etc.” The firm was reportedly the largest provincial exporter as well as
“agents for and owners of Columbia Flour Mills of Enderby, and also of the Vernon Flour Mill at
Vernon, and the Pacific Coast Steamship Co.” (“Special,” Colonist, April 2, 1896).

*IR.E. Gosnell, 4 History of British Columbia, Part 2, 134. See also Rithet’s biography
by Dan Clayton in Dictionary of Canadian Biography, 1911-1920, vol. XIV (Toronto: University
of Toronto Press, 1998), 873-75.

““Special,” Colonist, April 2, 1896, 3.

PInformation on Rithet’s involvement with the Victoria Silver Mine was obtained from
an undated on-line “Prospectus” posted by Homegold Resources, Ltd. of Port Coquitlam, B.C.
(<http://www.homegoldresources.com/goldsil/eureka-victoria.htm> [August 10, 2001));
Henderson's Directory, 1897, 250.

Special,” Colonist, April 2, 1896,

#*Ker acquired three certificates of 1,000 shares each on February 26, 1896. He never
transferred any of his holdings (NEMC Share Ledger, 9).
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in the Legislature, Rithet was well acquainted with Premier John Turner, another Nestegg
shareholder and business associate of President G.A. Kirk.

Once “vendor” Rithet finished trading with the Company it appeared there would
be little capital remaining with which to develop the mine. Obviously, 1,000 shares of
Treasury stock would not go far. But appearances can be deceiving. A bit of ledger magic
and the Company’s capital base reappeared as fast as it vanished. On J anuary 31%, the same
day Rithet’s mountainous share certificate was issued, it was cancelled and reissued “in
trust” to Secretary Ellis.** Within four days the Secretary then reissued 377,125 (75 percent)
of these shares to the Company’s founders and a select group of stock brokers from Victoria
and Rossland. The return to the Treasury was a mere $2,625.00 or about seven tenths of a
cent per share.”’ Obviously, many of the initial “investors” paid nothing for their stock.

The pattern of share distribution in the first few days after the Company was formed
reveals the identities of the remaining founders who were not Trustees. On the date of
incorporation, January 31, 1896, the following share allotments were made: 50,000 shares
to Rossland broker Ross Thompson, 100,000 shares fo P.A. O’Farrell, and 5,000 shares to
manager John M. Burke. The next day saw a much larger distribution: 20,000 shares each
to Rithet and Kirk, 80,500 additional shares to O’Farrell, and 64,000 shares to the Nestegg’s
solicitor Gordon Hunter. On February 4" the last of the founders received their allotments.
Trustee Erskine was finally issued his surprisingly meagre 2,500 shares and 10,000 shares
each were issued to C.A. Holland of the B.C. Land and Investment Agency, local wholesale
grocer Simon Leiser, and Captain John Irving, a Provincial Legislator and manager of the
Canadian Pacific Navigation Company.?* Also on February 4* Alfred F lumerfeldt, Victoria

manager for the Montreal based shoe manufacturers Ames, Holden Co., was issued two

“NEMC Share Transfer Journal, 1; NEMC Share Ledger, 10-11. Although no documents
have survived describing the legal arrangements for the “purchase” from Rithet and subsequent
return of the shares, the terms of a similar dummy sale a year later were outlined in detail when
submitted for Nestegg shareholder approval (“Minutes of General Meeting,” January 20, 1897,
[NEMC Minute Book, 23)).

*Unspecified bank deposit, February 1, 1896 (NEMC Cash Book, 4).
*NEMC Share Ledger, 10, 16, 18-27, 128-131.
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blocks totalling 4,625 shares, the first of his many large acquisitions.”

The peculiar routing of the Company’s capital base out of and then back into the
Treasury reflects just one of a number of techniques used for the start-up of speculative
mining companies. Typically, a vendor agreed to sell his property to a company for a fixed
number of shares and the company either purchased back most or all the shares at a
guaranteed price or an undertaking was secured from the vendor to keep the stock off the
market for a fixed period of time.*® In the case of the Nest Egg, while the Company was still
in the process of being organized, the middieman “vendor,” Rithet, made arrangements to
purchase the rights to the mining claim from its owner of record, Richard Cooper, and the
current option holder, P.A. O’Farrell* Rithet in fact never owned the mineral claim he
supposedly sold to the Company. Instead, the Company only purchased the right to buy the
property later.

This popular strategy provided an aspiring mining company with several advantages.
First, a single person could conduct purchase negotiations efficiently and discretely while
the company was being organized — and speed and discretion were both critical for a
successful acquisition during the heat of a mining boom. A real estate tycoon and
experienced mining man like Rithet would be well-equipped to deal expeditiously with the
owners of the claim and its mineral rights. The real vendor also remained in the dark as to
the financial capacities (or lack thereot) of the founders who were buying the mine.
Sometimes, however, keeping a seller in the dark was not easy. If, for example, payment
was to be made with shares, the owner usually insisted on a company being organized before
the property was sold. In such situations the initial incorporators might be “dummies” —

legal clerks, bookkeepers, etc. — who were promptly replaced by a bona fide board of

“Ibid., 27.

**The second method was more common. To keep the price of stock stable, the bulk of the
vendor’s shares were usually held in escrow at a bank for a specific period while the company was
being promoted and/or preliminary development of the property commenced.

*'NEMC Correspondence, Gaston to Ellis, August 17, 1896.
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directors once the mine was safely in the company’s hands. >

To expedite the sale and avoid any unnecessary disclosures, Rithet personally took
charge of the property negotiations with the parties holding interests in the Nest Egg. The
final settlement included a buy-out of the existing option — no doubt with the huge block of
shares O’Farrell received in the initial distribution — and an undertaking that a yet to be
formed company would purchase the property from its original owner in cash installments. ™
Until the Company got on its feet, Rithet was apparently solely liable to the vendors. For
shouldering the risk he undoubtedly received a discount on his 20,000 founders’ shares.™

The dummy vendor transaction also fostered a perception that the property was more

LTI »’_/A’./fftl
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4. Nestegg Mining Company Share Certificate
Courtesy of Ronald Greene, Victoria, B.C.

*British speculative mining companies were particularly prone to follow this pattern.
When examining the prospectuses of English companies operating in Ontario it is not unusual to
see a rather unimportant list of incorporators alongside a glittering first directorate full of peers,
tycoons, and generals. (see for example the list of incorporators and directors in the “Memorandum
of Assaciation” for the Sultana Mine of Canada, Ontario Public Archives, Provincial Secretary’s
Files, RG 8-1-1, file 4933/99).

»See entries for payments on Nest Egg mineral claim, F ebruary 1 and October 24, 1896,
NEMC Cash Book, 4, 6. 1t is not known if Rithet merely took over O’Farrell’s existing option or
renegotiated a new contract.

A letter written by Rithet in October 1896 stating he was “not disposed to put up more
money on the proposition” indicates he paid something for some of his initial shares (BCLIA
Correspondence, Rithet to Holland, October 27, 1896).
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valuable than it actually was. It goes without saying that promoting a company in possession
of a piece of property worth half a million would be much easier than one owning only an
unproven five thousand dollar claim. Public investors were also led to believe that the
Company possessed a valuable asset when in fact the mining claim was not transferred to
the Company until months after it was formed. In the meantime the cash o purchase the
property would be raised from the sale of the very shares that had supposedly already been
used for that purpose.®

As an added bonus, most of the Company’s capital base of 499,000 fully paid-up
vendors’ shares was subtly transformed into founders’ shares without the unsavoury stigma
usually attached to the latter. While potential investors may have found fully paid-up mining
stock of any kind more attractive than the assessable variety, vendors” shares were usually
viewed more favourably than founders’ shares. Perhaps this was because vendors were
generally assumed to be acting more or less independently of the company when disposing
their shares, whereas founders’ shares were frequently manipulated with pooling agreements
intended to take advantage of the public investor.

The proceeds from the sale of redistributed shares could also be mgeniously and
advantageously misrepresented in the company’s books. Typically, a stock premium is
defined as any amount received for the sale of treasury shares which exceeds their par
value.* However, in cases where the Treasury shares were returned “in trust,” a premium
could be something altogether different. A Nestegg Company balance sheet prepared on
June 28, 1897, lists “premium” income totalling $14,809.00 even though the 1,000

designated “Treasury Shares” were never sold.”’ Using some creative accounting, the

*The NEMC Share Ledger for the Nestegg Mining Company contains no record of shares
being sold or given to Richard Cooper, the original vendor. The NEMC Cash Book does show
debits to R. Cooper for $2,500.00 (February 1, 1896, p. 4) and $2,227.00 (October 24, 1897, p.
6).

**For example, shares with a par value of one dollar selling at $1.48 would be returning a
premium of 48¢ each. See definition for “share premium” in Michael Greener, The Penguin
Business Dictionary (London: Penguin Books, 1987), 267.

“Balance Sheet [June 28, 1897} found loose inside the NEMC Journal,
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Company Secretary credited the books with “premiums” which were in truth the proceeds
received from the sale of paid-up shares he held in trust.*® This sli ghtly fraudulent white-lie
served a very important purpose in the promotion of Nestegg share sales.* Entering the
proceeds from stock sold as “premium” on the Balance Sheet would give uninformed
shareholders (or potential shareholders) the false impression that Company stock had been
selling at a true premium and was therefore an atiractive investment.

The fake purchase scheme also ensured that the “in trust” shares returned to Ellis
kept their voting as well as their selling power. Until they were sold and reissued, the
Secretary legally retained sole voting authority for the stock remaining in the Treasury * If
the Company’s capital had remained in the Treasury as ordinary shares instead of being
returned to it “in trust,” they would have been voteless. Without power over this stock it
could conceivably have been more difficult for the founders to maintain control of the
Company once shares — both their own and those “in trust” — were sold to the public.

By far the greatest advantage to the Nestegg Company’s startup strategy was that it
ensured virtually all its shares would be entirely immune from any risk of liability. British

Columbia corporate law limited shareholder liability for registered companies to the total

*Ibid. Another attachment, the Company’s year end statement as at December 5, 1896,
shows the 1,000 shares were still in the treasury while $13,965.00 had at that point been received
from “proceeds sale of stock”. The same amount is referred to on page 3 of the Cash Book as
“Premium.” On December 8, 1896 and January 28, 1897 the balance of $844.00 found on the
1897 Balance Sheet was received from 9,340 shares taken up by Sargison, Ellis, and Holland
(NEMC Cash Book, 7).

*Technically, the Secretary may not have been totally incorrect when he categorized these
funds as premiums. Since the shares held in trust were fully paid-up when originally issued,
anything received for their sale might be viewed as exceeding their par or nominal value (which,
of course, could never be paid in during sale since it was already paid-up). Nonetheless, it is still
generally understood that premiums are derived from the sale of freasury stock not second-hand
shares.

“B.C., Statutes, {890, “Companies Act, 1890,” 53 Vict, ¢. 6,5.18. “Whenever any stock
is held by any person as executor, administrator, guardian, or trustee, he shall represent such stock
at all meetings of the company, and may vote accordingly as a stockholder.” It is interesting that
Eliis always chose to vote on behalf of the “in trust” shares rather than his own private holdings
(“Minutes of General Meetings,” October 15, 1896 and J anuary 20, 1897 (NEMC Minute Book, 10,
21).
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assessments called up.' Since the Nestegg shares were all fully paid up, no assessments
could be called and therefore a// shareholders should have been absolutely free of liability
for any debts incurred by the Company — forever. The founders as well as the investing
public found this extremely attractive. The down side was that a company with a register
full of paid-up shareholders should have been considerably less attractive to prospective
creditors who would find it difficult to attach sharecholider assets in the event the venture
folded up.

Although the limits of limited liability may explain why mining companies preferred
a paid-up capital base, it still does not explain the logic behind the Nestegg Company’s
preliminary stock shuffle. When the founders incorporated, why did they not simply declare
all the Treasury stock to be non-assessable? For the answer it is necessary to look at current
events in both the B.C. and British Imperial judiciary.

An important recent ruling in Britain’s highest court was certainly the greatest
incentive for organizing the Company with a dummy vendor. In Qoregum Gold Mining Co.
of India v. Roper the Privy Council held that any shares issued by a company at a discount

to an “original allottee or by original

- allotiees represented by him, were

subject to the liability of the holders to
pay to the Company, in cash” the balance
remaining unpaid on the shares.*

Later, in an unusual 1895 case
involving a protracted dispute between a
mining company and some of its

directors (Fraser River Mining v.

5. B.C. Supreme Court, 1895 Gallagher et af), the B.C. Supreme Court
From B.C. Archive; D-00808

*“Total assessments called up” being the amount received for each Treasury share sold
(the company’s selling price) plus all calls made on the difference between that selling price and
the share’s par value.

*Ooregum Gold Mining Co. v. Roper, V Brit. Col. 100 (App. Cas. 1892).
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declared that notwithstanding the Qoregum v. Roper precedent, the provincial courts could
not order the enforcement of a call on the unpaid balance of non-assessable vendors’ shares
owned by individuals who were not the “original allottees.”™ Chief Justice McCreight’s
opinion even went so far as to elucidate (indeed, advertise) the exact procedure employed
by the Fraser River Company’s solicitor to avoid the pitfalls of the Qoregum precedent:

But perusal of the evidence shews that [the solicitor] Mr. Washbourne has with
considerable care and skill so directed the formation and constitution of the
Company that none of the three [defendant founders] were original allottees
[emphasis added]. ...[At the company meeting when the stock certificates were
first being issued, Defendant Gallagher questioned the solicitor Washbourne as to
why the defendant founders were not receiving their shares directly from the
company rather than through another director.] Gallagher: “I objected that the
85,000 [share certificate] should have been made direct to Alworth.” By the
Court: “All that was made out to Crockett [the founder who transferred it to
Alworth]?” Answer: “Yes, my Lord. Their solicitor, Mr. Washbourne, stated
there in the meeting that there was an object Jor doing so [emphasis added].”*

The “object for doing so™ was, of course, to ensure that the shares were acquired second-
hand and therefore truly and absolutely non-assessable under the law. Thus, the transferral
of virtually all the Nestegg shares to Rithet and then back to Ellis “in trust” was a clever
tactic designed to protect the founders (who received their shares second-hand through Ellis)
from possible future assessments levied by a hostile board of directors, disgruntled
shareholders, or bankruptcy courts.*’ Rithet, as the “original allottee,” was the only one who
was ever at risk — however momentarily — for assessments or writs of executions. When he
retumed al/ the shares to the Company they a// became second-hand stock and thereafter
thoroughly non-assessable under the law.*

Considering the quality of its legal staff it is not surprising that the Nestegg Company

would be so well advised about current precedents in the B.C. courts, E.V. Bodwell, who

“Fraser River Mining Co. v. Gallagher et al, V Brit. Col. 101 (BCSC 1896).
“Ibid.

“Transferring the shares back to Ellis “in trust” also ensured he would remain free of
liability while he held the Treasury stock — and its voting privileges.

“The exception being the 1,000 shares set aside, apparently for cosmetic purposes, as
treasury stock when the Company was formed.
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represented one of the defendants in the ongoing Fraser River case, was simultaneously also
handling some of the Nest Egg’s legal affairs.”’ Gordon Hunter, the Company’s official
solicitor, was a regular contributor and soon-to-be-editor of the
B.C. Law Reports. There can be little doubt that he too was
well versed in the implications of the Fraser River case.™
The dummy vendor scheme had numerous advantages
but it was not without its risks. The fact that the vendor’s
shares were a sham needed to be concealed as long as possible

if enough “premiums” were to be generated to at least secure

the property and carry out initial development. During this
period favourable press coverage was absolutely essential. The 6. Solicitor Gordon Hunter
public, especially prospective investors and creditors, needed From Cit;ﬁigﬁogzmcmves
to believe the Company actually did own a valuable mine and
that development was proceeding smoothly. Share sales also had to be carefully
orchestrated. While having just one man, W.H. Ellis, in control of the “in trust” Treasury
stock may have made coordination easier, it also left the Nestegg’s illegitimate Secretary
with the voting power over a huge quantity of shares he did not own. If abused, such a
situation could easily lead to shareholder revolts and lengthy corporate litigation.

The most risky aspect of the scheme was the complete reliance on “premiums” to
survive — at least until the fabled bonanza was found. There were no true treasury shares to
speak of and therefore no possibility of collecting assessments. Once the vendors’s shares

were all sold, “premiums,” the only source of income outside of the ore, would dry up. If

the mother lode was not found by then the game would be over. Also, because its sole

“Ernest Vining Bodwell, a partner in one of Victoria’s most prominent law firms, Bodwell,
Irving & Duff (Henderson’s Directory, 1897, 725), was retained to handle an early dispute over
the title to the Nest Egg mineral claim (see below). Bodwell attained some notoriety in 1896 when
lie was selected “associate counsel for the Dominion Government Bering Sea case” (Who 's Who
and Why, 1913, vol. 3 [Vancouver: International Press, 1913], 68).

*The Fraser River decision was also well publicized prior to the Nestegg Company being
formed. The judgment and reasons were reprinted in the November 1895 issue of the Canadian
Mining Review, 203-204.
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source of income depended on salesmanship, the Company’s survival depended on
promotional technique from the moment it was incorporated — which essentially meant that
it was dependent on the volatile newspaper media.

Would the Company have been better off choosing a more orthodox method of
organizing itself? Probably not. Withholding a larger block of ordinary treasury shares and
disposing of them publicly in the usual manner would likely have been less successful, since
paid-up shares were so much more in demand than the assessable variety.” It is true that if
ordinary treasury stock failed to sell well a company might iry to compensate by making
calls on shareholders for the un-paid value of their stock. However, for a high risk
speculative mining promotion a call on stock was usually the kiss of death. Speculators in
mining stock typically paid less for their shares than what could be sensibly called on them.
Consequently, it usually made more sense to give their stock up than pay assessments.
Therefore, the Nestegg Company had very little to lose and everything to gain by choosing
the non-assessable approach.

And the Cash Book figures seem to indicate the plan met with some success.
“Premiums” carried onto the books on November 30, 1896 indicate almost $14,000.00 was
received during the year for 189,650 shares sold.* Certainly, if its paid-up shares were
fetching only a nickle or a dime, it is reasonable to assume that assessable shares probably

would not have sold at all. Rather than selling assessable treasury stock and avoiding

*“Victoriamerchant Charles Hayward, who would later become a significant cash supporter
of the Nest Egg venture, was particularly wary of the usual variety of assessable shares. Hayward
at one point held large numbers of Deer Park Mining Company as security for a personal loar.
However, he refused to transfer the stock into “his own name which he has been unwilling to do
in other cases on account of the uncertainty of the law as to the liability to shareholders” (BCLIA
Correspondence, Holland to O’Farrell at Queen’s Hotel, Toronto, August 25, 1896).

*NEMC Cash Book, 3. Although there was no accounting of the “premiums” until
November, several bank deposits of share sales proceeds were made throughout the year:
$2,625.00 on February 1: $225.00 on February 12; $180.00 on February 18; $330.00 on February
17; $100.00 on February 26; $35.00 on March 16; $875.00 on April 7; $250.00 on May 7;
$320.00 on May 28; $260.00 on June 2; $95.50 on October 9; $3,600.00 on October 24 $375.00
on October 26; $2750.00 on November 10 (NEMC Share Ledger, 4, 6, 8). The disposition of the
$569.50 in premiums not deposited in the bank is not known.
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making calls anyway, as was usually the practice, the Nest Egg’s promoters capitalized on
the fact that the Company could nui make calls. They also stiinulianeously creaied ihe
illusion that the stock being sold retained zero liability and was not founders’ shares, that
valuable property had been acquired, and that Nestegg stock was in demand — all oIy

important ingredients for a successful speculative mining promotion.

“Puffing It Up”

During the Company’s first month, promotion of the Nest Egg went rather smoothly.
Elliss Colonist newspaper began setting the stage as early as December 1895 when it
reported the Montreal and British Columbia Prospecting and Promoting Company found
paying ore on the “south belt.”! Then, a week before the Company was formed, Ellis
quoted a prominent Rossland promoter as saying he believed the Nest Egg would become
an ore “shipper” once the “tramway” to Trail was finished.? On February 5* a prospectus
of soris published in the Colonist provided the public with the first physical description of
the Nest Egg mine:

The Nest Egg [sic] Mining Company is the name of a company formed in Victoria
for the purpose of developing the Nest Egg mineral claim in the Trail Creek
district. The company has been incorporated on the same lines as those followed
by nearly all the mining companies of Rossland, the capital being $800,000 {a
typo?]. ... The property purchased by the company is said to be one of the most
promising mines in the southern Trail Creek group [emphasis added]. Onit are
two distinct veins of ore, one of three and the other four feet in width. A shaftis
down fifty feet in the latter, being in ore all the way. There is a shaft down fwenty
feet on the three-foot vein. As a mining man from Rossland said, “It has all the
ear-marks of a good mine.” It is a short distance from the Homestake mine
recently acquired by Vancouver parties. The newly formed company will
nnmediately begin to place the property on a shipping basis, the {ramway now
being built from the smelter at Trail Landing passing near the survey line of the
claim. This is the first mine acquired by Victorians, and will bring this city in
nearer touch with the busy mining camp of Rossland.

*"“Mines of Rossland,” Colonist, December 24, 1895,

“Interview with Ross Thompson, Colonist, January 21, 1896. The local press referred to
F. Augustus Heinze's narrow gauge Columbia & Western Railway between Rossland and Trail as
a “tramway.”

SColonist, February 5, 1896.
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The following day another Rossland “mining man,” W.Y. Clark, added his praises: “The
Nest Egg is quite near town and is, [ believe, as promising a property as there is on the south
belt, Indeed, I have always considered it the best on that side of Trail.”

Having whetted the public’s appetite with just the right amount of promotional
pump-priming, Ellis started advertising “in trust” shares for sale exactly a week after the
Nestegg Company was formed. A single column ad in the February 8" Colonist announced
25,000 shares were being offered to the public at ten cents each: “The money will be
altogether expended in the development of the property. it is expected that the work
authorized by the company — sinking on the shaft, which is now down 50 feet in solid ore,
will place the mine on a shipping basis in the course of another month,

In the following weeks further glowing, albeit carefully uninformative, reports of the
Company’s mine appeared in the Colonist regularly. On February 14" William J. Harris, a
major investor and one-time manager of the “famous Le Roi” described the discovery of $40
to $70 per ton ore bodies all around the Nest Egg claim, leaving the reader to conclude the
property was situated in the middle of a bonanza.** Two days later John Finch of Spokane,
part owner of Rossland’s other “famous” mine, the War Eagle, was quoted as saying he
thought the South Belt mines would “prove nearly if not equally as rich” as the War Eagle
and the other North Belt mines. Furthermore, Finch claimed he had looked at the Nest Egg
and “expressed his opinion that it makes a very favourable showing for the amount of work
done on it.”" The following week the Colonis reprinted an excerpt from the Rossland
Prospector stating “the Nest Egg, a claim on the south belt recently stocked by a Victoria

company, has a splendid showing of ore in the shaft” and would soon put its shareholders

*Colonist, February 6, 1896. Clark was not listed as residing in Rossland in the 1897
Henderson's Directory.

*Colonist, February 8, 1896.

**“The Golden Wealth of the Trail Creek District Being Further Proved Day by Day -
Wonderful Ore Deposits in Both the Northern and Southern Groups of Mines,” Colonist, February
14, 1896.

7“Rich Rossland: What an Experienced Mining Man Thinks of its Future,” Colonist.
February 20, 1896.
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“on velvet.”®

The hype Ellis was generating produced its desired effect. By the end of the month
the first block of 25,000 shares designated for public sale had nearly all been sold. On
February 13" Ellis transferred 11,000 “in trust” shares to fourteen Victoria investors (six of
whom were women). The following two days saw 9,100 more shares sold to twenty-two
men and five women, again nearly all were Victoria residents.* Finally on February 21* and
24" the last three public certificates totalling 2,100 shares were issued.® But in the last days
of the month, just as stock sales were swinging into high gear, the promotional campaign
came to an abrupt halt. The cause of the sudden turn of events was a property dispute, the

Company’s worst nightmare.

Property Problems

Given the mine’s checkered past, the nightmare should have been no surprise to
certain individuals with inside information about its past. The Nest Egg claim was
discovered by Richard Coopcr on October 7, 1896, and registered six days later.' Sometime
in the summer of 1895 Cooper “bonded” the property to Paul Gaston, a future mine
manager and major shareholder, for twenty thousand dollars.? Shortly afterwards a dispute
erupted with a neighbouring claim owner as to the position or repositioning of Cooper’s
“No. 2 stake.”™ Nothing was tesolved and it appears all parties temporarily put their

difficulties aside once the Victoria men began to express an interest in the claim. O’Farrell

*Colonist, February 22, 1896.

PThis figure does not include 23,000 “in trust” shares issued to Rithet, Kirk, Frank
Sargison, and the Ellis family on February 15, 1896. Because of their attachments to the Company
these individuals would hardly classify as public investors. Only one public recipient, Helen
Armstrong of Vancouver, was not a resident of Victoria (NEMC Share Transfer Ledger,79).

ONEMC Share Ledger, 11.
8p A. O’Farrell, “Trail and Vicinity,” Colonist, May 7, 1896, 6.

*?0’Farrell indicated the property was bonded for $20,000 (ibid. ) and the Rossland Miner
confirmed that Paul Gaston held the option (Rossland Miner, February 29, 1896).

p_A. O’Farrell, “Trail and Vicinity,” Colonist, May 7, 1896, 6.
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seems to have played the role of peacemaker and in the process picked up Gaston’s option
for at Iéast 55,000 shares in a company to be formed.** A “jumper claim” was therefore
lurking in the shadows well before the Nestegg Company paid out the first installment on
the mine in February 1896. There is, however, evidence suggesting O’Farrell concealed this
information from the Victoria men when they made their decision to purchase his interest
in the mine. Writing to Burke in March 1896, Ellis claimed the Victoria men knew nothing
of the earlier disputes when they bought the claim: “...with regard to lawsuit, ...it is thought

that a clear title should have been delivered to the company.”®

Whether it was anticipated or not, premature public exposure of the dispute was

**O’Farrell transferred the shares to Gaston on February 14, 1896 (NEMC Share Transfer
Ledger, 18, 59).

®NEMC Correspondence, Ellis to Burke, March 6, 1896,

36
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bound to have disastrous consequences. As indicated earlier, the unorthodox scheme for
promoting the Company and developing the mine hinged on the covert post-incorporation
purchase of the property with proceeds from the sale of the “in trust” shares. Ellis’s
Colonist had sealed the deception when it reported the property was paid for and that the
proceeds from share sales would only be used for development. Unfortunately the deception
became public knowledge just a month after incorporation. On February 29" the Rossland

Miner exposed the scheme:

From private sources we learn that the people of Victoria have gone crazy on Nest
Lgg stock. When the first installment of these investors get to Rossland we expect
to see them crazier still. The stock has been selling like hot cakes at 10 cents a
share, which is equivalent to a valuation of $50,000 for the property. The most
sanguine operator in Rossland never valued this claim at half that amount 2nd as
the title to the property is in dispute, no less than three adverses having been
Jiled against it, we can see no good reason for this boom femphasis added]. It can
only result in harm to the whole camp in our opinion.%

According to Ellis the effect of the Ainer’s smear was immediate and devastating. Writing
to Burke a week later he reported, “The item in the Ainer was reproduced in the [ Victoria)
Times here and has worked a good deal of harm already.&

Correspondence recordsand the Company’s Share T; ransfer Ledger both suggest that
at least one person with an inside edge knew in advance the Miner was going to run its
expose. The day before the story was published Ellis wrote to a mining broker in Tacoma
explaining why no Treasury shares were for sale: “Some outside shares at original price
L10¢] were offered here yesterday and are “queering’ the market [20-25¢].%* The broker
quickly discovered O’Farrell was the source of the “outside shares” and purchased nearly

half of the 5,000 shares dumped by the Managing Trustee the day the story broke in

““The Nest Egg Boom,” Rossland Miner, February 29, 1896. The Miner was the
brainchild of mining promoter David Bogle and published its first edition in March of 1895
(Harold Kingsmill, First History of Rossland, B.C. with Skeiches of Some of its Prominent
Citizens, Firms and Corporations [Rossland: Stunden & Penine, 1897 {CIHM no. 1543917), 4).
John R. Reavis took over the paper sometime in 1896 after its “virile” former editor fell afoul of
his landlord (ibid., 6; H.S. Reavis, “John R. Reavis,” fuel Oif Journal, February 1914, 50).

'NEMC Correspondence, Ellis to Burke, March 6, 1896.
*®Ibid., Ellis to W.H. Fife at Tacoma, February 28, 1896
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Within days B.T.A. Bell, editor of the Ottawa-based Canadian Mining Review,
caught wind of the affair and echoed the Miner’s sentiments:

I cannot too strongly impress upon the outside investor in Trail Creek mining
stocks, the necessity of close investigation into the merits of the various claims
that are daily being foisted upon an unsuspecting public. Recently the Nest Egg
claim was stocked in Victoria, and blocks of stock put on the market at 10c. per
share, which is a valuation of $50,000 for the property. Now as a matter of fact,
this claitn, even if it had a clear title, which it has not, and is not likely to have, was
never considered to be worth $20,000. Consequently there is nothing to warrant
such a price as 10c. per share for the stock. Such reprehensibie practices as the
above can only result in harm to the camp, and the sooner they are exposed the
better. Rossland has good mines, and mines that do not need sucii booming. ™

Bad news being broadcast everywhere caused the price of stock to fall precipit