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Re.: Whitewhater Itlines Limited (N.P.L.) 

This Company shut  d o m  operat ions i n  1930, 
and when i t  made. an appl ica t ion  under the  1fSecuri t ies  Act11 
l a s t  A p r i l  I came t o  the  conclusion, a f t e r  study of the  
mater ia l ,  tha t  the  key t o  t he  s i t u a t i o n  was Yihether o r  not  
operati-ons could be resumed on a p r o f i t a b l e  basis. 

The Company was and i s  i n  a se r ious  
pos i t i on  s ince  i t s  l i a b i l i t i e s  include an amount of over’  
@155,000. due on c e r t a i n  notes  which a r e  now held by a 
bank. It would appear that  t he  bank i s  requir ing some 
l i q u i d a t i o n  of the  notes ,  and t h a t  pressure would 
u l t imate ly  r e s u l t  i n  ac t ion  aga ins t  the  Company, involving, 
no doubt, sale of i t s  a s s e t s  and e n t i r e  l o s s  t o -  t he  share- 
holders .  The holders  of the notes  a re  Mil ler  Court and 
Company Limited $72,000.00, W.H. Burgess (Uanaging- 
Director  of the  Company) $24,000.00, and General J J .  
Stewart  $21,000.00, the  balance being made up of i n t e r e s t ,  .,... $38,000.00. It i s  assumed. t h a t  f u l l  value was given 
f o r  these  notes .  . 
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The Company has a l ready issued a con- 
s iderable  cap i t a l ,  napely 84,000 ‘preference shares  and 
1,440,000 common shares, and i t  may be reca l led  that  
Miller Court and Company Limited,were the  underwriters and 
sponsors of the  Companyb shar’es’ i n  the boom.which t e r -  
minated in‘1929. There i s  l i t t l e  doubt t h a t  t h a t  firm 

.made considerable p r o f i t  out of the  s a l e  o f ,  and trading 

. n  
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in, these 
Exchange, 
$3.00. 

shares;  -There was tremendous a c t i v i t y  on the -  
and I think the  shares a t  one time reached 

. .  



. . _. 

i' ';"1 . . 
. . .  .. . ' 

e .  

2. 

The Attorney-General. Sept . . .  27th, 
. .  

'' In order t ha t  t h e  bank can be s a t i s f i e d  
and the Company make a f r e s h  s t a r t , , t he ' nevJ  scheme pro- 
vided f o r  an increase  i n  c a p i t a l  by 1,000,000 shares  - 
a l l  of which were t o  be given t o  the th ree  note  holders  

. 
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i n  complete discharge o f - the i r  claims, and the  balance 
of  425,000 shares  were t o  be sold a t  about 10 cents  n e t  
t o  the Company. 
were i n  e f f e c t  taking shares a t  1 6 x e n t s . '  Today the  
market p r i ce  i s  5 cents  t o  6 cen t s .  

I t  was pointed out t h a t  t he  note holders  

It seeraed to  me tha t  i t  would be f u t i l e  
f o r  t he  Company and unfair t o  the public i f  the Company 
should reopen i t s  property '  merely t o  conduct operat ions 
a t  a loss. A c e r t a i n  amount of a c t i v i t y  on the  Exchange 
would be inev i t ab le  and the publ ic  might be induced by 
r e p o r t s  t h a t  the  Company was again operating t o  buy shares.  
1 m i g h t  draw your a t t e n t i o n  t o . t h e  statement a t  the foo t  
of t he  second page of X r .  Burgessr l e t t e r  attached which 
in t imates  t h a t  t he  note  holders  would obta in  a refund of 
t h e i r  advances by s e l l i n g  t h e i r  1,000,000 shares. I n  
o ther  words these note  holders, although s e l l i n g  shares 
o r  connected with the  Company from i t s  very incept ion are  
apparently not  i n t e r e s t e d  i n  i t  a s  an investment. . 

. .  

I asked f o r  r e p o r t s  on t h e  property but was * 

unable t o  obta in  anyrthing l a t e r  .than a r epor t  by R. E f .  
S t emar t aade  i n  1923, and by Arthur Lakes i n  1928. I 
asked D r .  Walker, t he  Provincial  Idineralogist, f o r  h i s  . 

opinion and he pointed out t h a t  i n  the Department's repor t  
of 1930 the re  is a statement by Mr. O'Grady (The Resident 
Nining Engineer) of an examination made by him i n  t h a t  
year. D r .  Ealker says !%he r e s u l t s  of t h i s  examination 
were disappointing when compared-bo the  l a rge  tonnage 
est imates  of good grade ore  t h a t  had previously been made. I 

Only a r e l a t i v e l y  small tonnage of spa th ic  i ron  and 
low grade zinc blende minera l iza t ion  i s  indicated between 
the  1,100 and 1,400 foo t  levels .*!  X r .  Burgess i n  some 
l e t t e r  s t a t e s  t h a t  Mr. OfGrady d i d  not  se.e the ~ v h o l b  mine, 
but a s  1 have said,  cannot produce any l a t e r  r epor t  shoming 
exac t ly  ~ h a t  the blocked-out o re  probably cons i s t s  of  
o r  what i t s  prospects a r e .  A port ion of the  property 
whicn D r .  Walker says i s  the 'h ighe r  grade has been leased 
f o r  severa l  y e a r s ' t o  one ROSS, and a new l ease  f o r  two 
years  was made t h i s  year. Ross,merely says t h a t  there  . 
i s  s u f f i c i e n t  ore  t o  keep the  m i l l  going a t  the r a t e  of 
200 tons a day; but t ha t ,  according t o  D r .  Walker, would 
merely be low-grade mater ia l ,  a n d - i t  seems t o  me ;tt 
present p r i ces  could not  possibly be p ro f i t ab le .  
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The Attorney-General. * . '  ' 

. On June 13 th  I 

. Sept .  27th, 1935. ' 

sa id  . t o  t he  Companyfs 
s o l i c i t o r  lltstith presumably experienced mining- men on 
Board the  d i r e c t o r s  have ' f u l l y  canvassed t h e  whole 
s i t u a t i o n  and s a t i s f i e d  themselves t h a t  a p r o f i t  can 
be madell. I have had nothing as evidence of t h a t  
except g e n e r a l i t i e s  t o  the  e f f e c t  t h a t  the d i r e c t o r s  
are confident,  e t c .  

t h e  

% Referr ing again t o  Mr* Burgess' l e t t e r  
he merely in t imates  t h a t  the Company should "be g e t t i n g  I 

ready t o  operate  because the re  a re  prospects  t h a t  the. 
p r i ces  of lead and z inc  w i l l  advance. highertL Once the  - I 

rnill3-s i n  operat ion i t  would seem t h a t  work could be re -  1 

s u e d  a t  any time i f  p r i ces  warranted it. 
I 1 - d i d  not  f e e l  t h a t  an absolute  r e f u s a l  

of the  app l i ca t ion  shoiild be made, but  t h a t  i f  it was 
bona f i d e  the shares t o  be issued t o  the  note  holders  should 
not  be marketable unless  t he  Company could e s t a b l i s h  
successful  commercial production. I have therefore  
suggested an escrow of t h e  1,000,000 shares,  and D r .  
Walker also thought t h a t  advisable.  Later  I modified 
t h a t  requirement and agreed t o  c e r t a i n  r e l eases  as  s e t  
ou t  i n  Mr. Burgess' l e t t e r .  I f e e l  t h a t  i f  t h i s  i s  a 
real business  proposi t ion the re  should not  be any 
o p p o r t u n i t y k o  turn it i n t o  a stock exchange operation. 
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Company * s s o l i c i t o r  s ince  July 23rd. 1 r e t u r n .  the  Premier s 1 I 
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I might add t h a t  I have .no t  heard 'from t he  

memorandum t o  yourself  and h i s  enclosure. 

E m .  . . HGG/MH 

"Ha G. GARRETT11 

. Super intend en t  of Brokers e 


