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THE MINING REVIEW

Will chronicle fully and fairly the Mining News of Trail Creek District and

British Columbia generally.

It will prove an invaluable medium for all

advertisers who desire to reach Investors, Mining Men, and those interested in the

development of the greatest mineral country in the world.
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ENGLISH VERSUS AMERICAN MINING COM-
PANIES.

Nothing could be more widely distinct than the
E nghsh and American mcthods of floating )omt stock
mining companies. The English system is the out-
come of a long series of legislation with the avowed
intention of protécting the shareholder against the
rapacity of the promoter. Whether it accomplishes
this result with greater success than -the “American
plan, which lcaves the shareholder very much to his
own resources, is doubtful in the extreme,

There are very stringent regulations in the English
law as to the selling of stock by a corpomuon. and
the issue of stock forless than its face value is a penal
offéense. Whereas under the American system the
trustees of a company may sell stock to provide work-
ing capital for just what it.will fetch,

Then again under the English ‘system a certain
amount of the stock must be subscribed for before an
allottinent of shares is permissible and the company
can come into existence as an active corporation,
Whereas in America the promoters simply incorporate
and place their treasury:stock on the open market at
such a pnce as will command purchasers and go
ahead. .

Such are the main differences. ‘What éffect have
they.upon the interests of the shargholders? The ob-
ject of not allowing stock to be issuéd at a.discount is
to prevent the inside ring from getting stock practi-
cally for nothing while the public pays- pound for
pound. But-alas for the vanity of human contrivan-
ces! A property is bought by a small ring of promot-

ers or.securéd by them tinder an option. Iti is detet-
inined to float .2 pubhc company. ‘On the average.

‘sixty‘per cent of the capntal stock is issued.in paid up
‘shares. to ‘the promoters for tbexr progerty. and the
oiiginal vendors are lucky if they get ten per cent out
‘ot that: for the property, wluchu very- likely i 1ts m-
rivsic value; “Of the fosty per céntof workmg cap-
!t‘ll-\bne half-probably is. issued-to :the +public st par
and- one half reserved. So that of the eighty per cent
issued sixty is retained by the promoters and has cost

hcm pracucally,nadung.x .. -

It is of course hard to makc a market for this stock
Enormous sums are spent to induce the public to sub-
scribe. It costs about £4,000 in advertising of all
kinds to float 2 public company of this class, But
when once the public has taken up the working capi-~
tal a market is established in the stock and here we
have seventy-five per cent of the issued stock in the
hands of the promoters for purposes of manipulation.
And as the price of the stock is determined -by-what
the public has paid for it, it becomes possible to judi-
ciously unload at a2 price which bears no conceivable
ratio to the intrinsic.value of the investment.

Now contrast the American plan. A group of pro-
moters secure a property. They issue stock to them-
selves and reserve forty per cent as treasury stock.
They then proceed to sell blocks of this stock, begin-
ning at a very low figure. As the value of the invest:
ment increases the public comes in at an increased
price. But it is impossible for the promoters to sell
their stock at a higher figute than the treasury stock
is bringing in the open market. Of course the resour-
ces of inflation and manipulation are open to English
and American promoters alike. But look at the enor-
mous economic wast¢ in capturing the magkets in the
one case as compared with the other, and the oppor-
tunity afforded for an illegitimate, profit to the promo-
ters detrimental to the shareholders, afforded too, by

the very legislation intcaded to protect the latter. 9

The regulations of the English-law-with regard to
the amount of stock which must be subscribed before
flotation is allowed has led to an ingenious device
known as .the underwriting contract. Profcssional
brokers entcr into contracts. to guarantec the ﬂotatxon X
sion varymg accordmg to the populam) {not the mcr-
it) of the enterprisg. If a promotion is an assured
success: the brokers compete to underwrite the stock;

€101 doubtdl the difficulty of sécuring undérwriters

is greater, and\so is thg pcrccnlage pa:d So that the.
more specula.twnhe enterprise’the less: +proportion of *

-the money subscribed by the publxc actyally goes into-

the treasury of the company.
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hc a llttle harder perhaps but they make it more com-
plete when it is done. In«fact there is no legislation
of this kind which the ingenuity of man cannot find o
way round. In England, as in America or elsewheie:
the only guarantee that investors have is the charac-

. ter of the people who promote the enterprises in which

they sink their money. This 1s the only real safe-
guard in any country. -

A DOURTFUL ENTERPRISE.

A company has been successfully floated in London
by Mayor T. C. Dupont, of which two of the directors
are Mr. Justice Crease, of Victoria, and the Hon.
Forbes G. Vernon, of Lopdon, agent general there.
The working capital of this company is £50,000. The
purpose for which this capital has been subscribed is
to construct engineering works on an immense scale
so as to reach the prodigious deposits of gold in the
bed of the Quesnelle river.

‘The prospectus dilates upon the enormous amount
of gold which undoubtedly exists in the bed ot the
river, but maintains a judicious silence as to the
difficulties of reaching it. There is not an authorat-
ive voice in the prospectus as to the feasibility of the
undertaking from an. engineering point of view.
There have beenauthoritative statements made outside
the prospectus by men, who know what they are talk-
ing about and who have no hesitation -to say that the
thing cannot be done and certainly not with the
capxtal at the disposal of this company. The gallant
major and the Hon. Forbes pose. as represcntauvc
British Columbians in London. If they do not in-
dentify themselves. with legxtxn\ate enterprises they
are likely to mdentxfy the. .province with’ much that is
the reverse, Itis a remarkable proof of the attention
which British Columbia is attracting in London that
the underwriters of this company. had only to make
good-13 per cent, of their. habxlmes,

-

“THe Ruecau mine'in the Slocan has been mcorpo-
rated; for $1,000,000.by ‘the owners, Messrs, Harris,
Wharton' & Kelly. it is a'mining company with threc

shateholders and no treasvry stock. The treasury.ison.
Ruecau mgunt. It hasbeen ample; to date for develop-
ment purposes- -and. contains a reserve of. sx,ooo.oqo
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