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TH E

SUTRO TUNNE L COMPANY,

AND

TH E SUTRO TUNNE L .

To the Stockholders

TH E Object Of this report is to give to

the stockholders Of the Sutro Tunnel

Company a s uccinct and intelligible ac

count Oi their property, and an idea Of its

great value.

This propertywas , a few months ago, in
great danger of being absolutely lost , but

may now not only readily be rescued, but

made to yield satisfactory returns at once,
and immense returns prospectively.

It is proposed to give herein a truthful,

unbiased , and uncolored account Of the
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cost Ofthe Sutro Tunnel its present con

dition ; its Objects ; of what the property

consists ; its pas t, present , and prospective

income and expenses ; the probable per

manence Of its revenues ; and its pros

pects , resources, and possibilities for the

future -also a brief history Of the pend

ing litigation for the foreclosure Of the

mortgage on the property ; a statement

Of the present condition of such lit igation ;

and finally, the writer
’s views as to how

this mortgage claim had best be disposed

Of, so that the property may be made per

manently valuable.

E very stockholder is earnestly requested ,

for his own protection and profit, to read

the following pages carefully from begin

ning to end . It would be incompreh ens i

ble i f, after having done SO , any of you

Should feel disposed to lose the fruits Of

the great labor so far successfully per

formed in the effort to rescue the Com

pany from annihilat ion, when, by the plan

hereinafter suggested, you will not only



To the Stockholders . 3

enhance, by many dollars, the market value

ofyour shares (which a short time ago, in

view of their imminent extinction ,were
absolutely worthless, not being worth, on

intrinsic merit, even the Six cents per share

for which price they were selling on Octo

ber 15 , but you will eventually

make them productive of substantial divi

dends .



Cos t ofthe Sutro Tunnel.

ACCORDING to the sworn testimony Of

Mr. Pelham W . Ames (the Secretary Of

the Company since given in the

course Of the pending litigation on May

10 , 1887, at San Francisco , California,
the main and lateral tunnels had cost , up

to the time Of their completion , that is to

say, up to February, 1882, for construe

tion , repairs, and incidental expenses, and

property Of the Company connected with

them , a little over five million dollars

The main tunnel was begun on October

19, 1869, and had cost up to the time Of

its completion to the Comstock L ode

on September 1, 1878, in round figures,

nearly three million five hundred thou s and

dollars
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T he foregoing calculations are without

adding interest on the sums expended.

With interest since the beginning Of the

work, and expenses since Febru ary, 1882,

added, it is safe to assume that , up to the

present time, the entire cost Of the main

and lateral tunnels and other appurtenant

property belonging to the Company would

amount to ten million dollars

And yet this sum must be considered

moderate ; for interest on the original cost

would have been enormous had not the

work, compared with other similar enter

prises, been completed with such excep

tional rapidity—within about twelve years

—a mere fraction Of time, considering, for

example, that , with its branches, it is Of

larger lateral dimensions and only one

third less in length than a like adit or tun

nel at Schemnitz , Hungary , which, having

been begun in the year 1782, it has taken

over a century to complete.



Present Condition ofthe Tunnel.

THE condition Ofthe tunnels, according

to the testimony Of Mr. Ames, also given

u nder oath, in the course Of the pending

litigation on the same date already men

tioned, has since their construction not

deteriorated , but improved.

Mr. John L anders, the newly-elected

Vice-President Of the Company, and the

president Of several mining companies

near the Comstock L ode, and for many

years practically convers ant with mining,

writes under date Of May 21, 1887, after

a visit Of inspection to the Sutro Tunnel,

as follows

The examination Of the tunnel and
property belonging to the Company re
s ulted in finding everything connected
with this great work in fine condi
tion . Th e tunnel proper, over twenty

6
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thousand feet in length and its s outh
and north lateral branches, nearly eleven
thousand feet additional , were in perfect
repair. In fact, everything
seemed to be in such good order that it
was unnecessary to make anything fur
ther than a fewminor suggest ions to
Captain Thomas, our Superintendent.

Mr. C . C . Thomas, an Old and expe

rienced miner, and formerly for many

years superintendent Of various mines on

the Comstock L ode, told me, when I in

spected the tunnel on April 8, 1887, that

it was then in b etter condition than it had

ever been— far better than when he took

charge Of it in 1880 ; he told me that only

one small ! cave had occurred in the tun

nel since that time, and that this had been

cleared away and the damage repaired in

a very short time and at slight expense.

TO the foregoing I may add my own

testimony, after a thorough inspection Of

the property , that every part Of the s ix

and one-third miles Of tunnels is at pres

ent open and inworking order. There is
no obstru ction anywhere formule teams ,
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on the many miles Of track-rails. As a

large portion Of this vast subterranean

passage is blasted through solid rock, it

must, from its very nature, be perfectly

secure. Wherever there is soft or swell

ing ground, timbering is necessary, but

these timbers, being Of great size and

strength , last formany years. As the Old

timbers,whose thickness is 10 by 12 inches,
decay , they are replaced as fast as practi

cable by newones Of larger dimensions (14
by 14 inches) . Th e only influences which

Cou ld have any deteriorating efiect upon

the work would be excess Of heat and

Ofwater. Th e former is counteracted by

a system Of ventilation through difi
'

erent

shafts connected with the surface , where

by currents Oi Cool air are made to pass

constantly through the tunnels ; and, as

to thewater, the fact that the mining shafts
above the tunnel level have already been

drained through it, and that those below
its level fi ll up very slowly, renders any

contingency Of danger from an uncon
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trollable flood ofwater impossible where

as the water
,
which ordinarily flows

through the tunnel, directly tends to pre

serve the timbers, and one of the constant

aims Of the Superintendent , therefore, is

to keep as much as possible ofthewood
work on the bottom Of the tunnels sub

merged. Under these circumstances
,

watchful attention to occasional retimber

ing, and, perhaps, chemical treatment Of

these timbers beforehand, at slight ex

pense, with, for example, a solut ion Of sul

phate Of iron, will, in my opinion , pre

s erve the tunnels in excellent condition

for all time.

The experience in other mining d istricts

in the world , where similar tunnels have

been constructed (and in less favorable

ground), proves that works Of this

kind are of an exceptionally permanent

nature. For example, the great adit or

drain tunnel at the United Mines, near

Redruth, in Cornwall , which, with its

branches, has a length Of over 30 miles,
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was completed in 1768, and is still in use.

In the Hartz Mountains, in Germany, vari

ous tunnels to drain the mines were com

pleted at different times between the

years 1525 and 15 73, and were constantly

used for about two hundred years, when

they were abandoned only because itwas
deemed advisable to build a deeper tunnel

(the D eep George Tunnel, 11 miles in

length) , which was completed in 1799 and

uninterruptedly used until 1864, when a

still deeper tunnel (the famous E rnst

August Tunnel, having a length Of 14

miles, and at a depth Of feet) was

completed
,
and has been used ever since.

Compared to such as these, the Sutro

Tunnel
,
which was completed to its pre

s ent state only in February, 1882, has

barely begun to exist .
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other mining districts, in Spain, Hungary,
E ngland , Germany, and other countries,
though not at so great a depth or in s o

promising a field . It was not, therefore,
merely experimental, but a well-tested,
thoroughly approved and generally known

method for attaining the foregoing Objects

in the most feasible manner.

The first two Of said Objects, drain

age and ventilation, have already been

thoroughly accomplished. The third
,

transportation , which can be made profit

able only by erecting mills and building a

railroad near the mouth of the tunnel,
will require additional expenditure Of

money for its attainment, and so also the

fourth Object, the greatest and most

promising Ofall— the work of exploration.

The two last-named Objects have been
rendered impossible s o far, because what

revenue the Company has derived
,
or

might have employed, in furtherance Of

the work Of transportation and Of explora

tion, has been wholly exhausted in try ing
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to discharge the enormous interest accru

ing on the mortgage on its property,

which, like a huge anaconda, has for

years completely sapped its energies and

resources, and was a short time ago on

the point Of crushing out its very ex

is tence .

That the Objects mentioned may best be

attained by a work of this description is

almost self-ev ident. Water is the great

Obstacle encountered the world over in

deep mining, and in the Comstock L ode

more than elsewhere, and the most expen

sive way Of getting rid Of this water is by

pumping it to the surface . This has been

the experience of the Comstock mining

companies, and they have, in times past ,
expended untold millions on pumping

machinery
,
fu eland labor for that purpose.

It is quite evident that by means of a

graded drain tunnel, tapping the shafts Of

these mines at a depth Of about 1700 feet ,

all water above the level Of the tunnel

must necessarily flowout, Of its own ac
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cord , and that such shafts as have pro

gre s s ed to a depth below the tunnel level,
may be kept Clear of water by pumping it

into the tunnel, s o that even as regards

these latter shafts, there is a saving of the

1700 feet Ofpumping to the s urface. How

enormous this saving is may be judged

from the fact that between June 30, 1879,
when the Chollar Combination pumps

were started , and March 1, 1882, there

were discharged at the mouth of the tunnel

through the drain-boxes in the latter
,

three billions seven hundred and ninety

nine millions eighteen thousand eight

hundred and twenty gal

lons Of water, or sixteen millions four

hundred and sixty-seven thousand three

hundred and fifty
-five tons

,

besides a large quantity Of water not con

fined in the drain-boxes, and all Of which

immense volume Of water it would have

been necessary , but for the Sutro Tunnel,

to have pumped 1700 feet higher, to the

surface. The drainage capacity Of the
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tunnels is amply sufficient to handle all

the water that may be expected to be

pumped into them from below or flow
into them from above their level, through

ou t the series Oi mines on the Comstock

L ode, extending for over three miles, from

the Utah Mine on the north to the Over

man Mine on the south .

It is also evident that a series of vert i

cal shafts, by means Of which the mines

are worked (even though these shafts may

here and there be connected with each

other by means Of small horizontal drifts)
precludes all possibility Of ventilation

,

e ither in purifying the foul air, or in mod

c rat ing, to any appreciable extent, the in

tense heat encountered at these great

depths ; whereas their connection with an

immense underground horizontal tunnel
,

terminating at its mouth in the open air
,

must necessarily result in producing a great

sweep of purifying and Cooling draughts of

fresh air, especially when, as is the case

with the Sutro Tunnel, the latter itself
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derives additional ventilation by being
connected with the surface by means of a

number Of perpendicular s hafts along its

cours e (the shortest of which is about 500

feet deep) and provided with scientifically

arranged partit ions and gates whereby

currents ofair are regulated at will, so as

to go either up from the tunnel or down
to it through the shafts, forming what are

known in miners’ parlance as up-casts,

or down-casts Of air.

H owfoul the air is in the lower levels
Of these mines was vividly brought home

to the writer on the occasion of his te

cent visit to the Company ’

s property,

when , in his anxiety to inspect every nook

and corner of the tunnels, he insisted on

venturing, accompanied by the foreman,

into a small drift running, in an irregu lar
manner, from the South L ateral Tunnel

to an abandoned and choked up mining

shaft
,
in spite of the warning of Mr.

Thomas. the Superintendent. Ventilation

in this drift was of course imposs ible, as
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there was no connection with the surface
,

in consequence Of which the air was su f

focating. We had not proceeded more than

20 feet when , for want of oxygen in the

air, the candles in both our lanterns

suddenly went ou t, and we deemed it pru

dent to beat as has ty a retreat as, in the

darkness and over rocks and d!bris, was

practicable.

The heat also is intense at such points

as have no direct connection with the

outer air, for example, at the extreme ter

minus or header of the North L ateral

Tunnel, where the rock is as hot as an

oven, and a momentary contact with the

hand is quite a sufficient experience.

Mr. George F. Becker, Government geol

ogis t, in taking the temperature of air

and water at different points in the Yel

low Jacket Mine, found the air on the

foot level to measure Fahrenheit 126

degrees and the water 153 degrees ; whilst

on the foot level the water reached

a temperature of 170 degrees.
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AS to the transportation of ore and

waste-rock, it may be said that it is Oh

viou s ly easier and cheaper to work upward

through the mines from the tunnel level

(and all work in the Comstock mines is

confined at present to the region of ground

above the tunnel) , and to allow the ore and

waste rock to drop , by their own gravity,
down on cars, to be carried out by means of

these cars through the tunnel, the ore to

mills, and the waste-rock to dumps near by,
than to hoist them through the shafts of

the m ines to the surface
,
and to carry the

ore thence far down the mountain slopes

by means of a circuitous railroad , to dis

tant mills, to be reduced to bu llion. It

also needs no argument to Show that lum

ber, ice, machinery, tools, and other s up

plies, and las tly, men , may be transported

far more expeditiously and safely to and

from the mines by means of long trains of

cars running through the tunnels than by

means of little cages, hoisted and lowered

on chains or cables, through almost in
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justified the great expenditure of money
,

time, and trouble involved in the cons tru c

tion of this great work, will readily be an

swered in the affirmative by considering
the extent and richness of the Comstock
mining district ,which had produced from
the time the first mine (the Ophir)was
discovered in 1859 up to the year 1880

about four hundred millions Of dollars in

bull ion (two- thirds silver and one-third

gold) , and many additional millions since.

That a large portion Ofthis enormous s um

has been swallowed up in expenses

(paid principally in the shape of assess

ments by the stockholders of the various

mining companies) may be ascribed partly

to the very fact that the Sutro Tunnelwas
not completed sooner, so as to diminish

the expense of drainage and of ventila

t ion
,
and , moreover, has never been fully

equipped so as to admit Of being utilized

for the transportation Of ore ; but the main

cause Of this enormous expense has been

the insane haste and search after big bo
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nanz as , whereby millions of tons Of in

ferior, but very profitable, ore have been

passed by and neglected ; and anoth er

cause for said expense may
,
unfortunately

,

be found in stock deals, rings, and dishon

est management .

The Sutro Tunnel , if freed from the in

Cubu s of the excessive interest payments

on its mortgage (the legacy Of a former

management) , and as long as confided to

honest and economical yet enterprising

and active hands, may readily be consti

tuted the main factor in reducing the ex

pense of mining to a minimum , and in

utilizing the untold stores of wealth of

the Comstock L ode for generations, and

in thereby, at the same time, insuring for

our Company a permanent and increasing

revenue.



Franchis es and Property of the Sutro Tunnel

Company.

THE title Of the Sutro Tunnel Company

to its rights, franchises, and lands is the

strongest possible, being derived by direct

grant from the government,th e original and

absolute owner of the mines and mineral

lands; first , from theL egislature of the S tate

of Nevada, and then from the Congress

Of the United States. In view Ofthe Act

Of Congress (which antedates all acts reg

ulating the proceedings necessary in order

to derive title to any mines or mineral

lands from the Federal Government) , the

grant by the S tate OfNevada (whose title

is subordinate to that Of the Government

Of the United States) becomes compara

tively unimportant , and need not, there

fore
,
be more fully considered . The Com

pany
’

s title from the United States has
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its source in the Act Of Congress of July

25 , 1866, whereby the right of way is

granted ! for the purpose Of the construe

tion Ofa deep draining and exploring tun

nel to and beyond the Comstock L ode,
s o-called , in the S tate Of Nevada,

commencing at the hills near

Carson River and extending

from said initial point in a westerly direc

tion, seven miles, more or less, to and

beyond said Comstock L ode ; and the

said right of way shall extend northerly

and southerly on the course Of said

lode, either within the same, or east or

west Of the same, and also on or along

any other lode which may be discovered

or developed by the said tunnel. Section

2 OftheAct grants the right to purchase
,

at one dollar and twenty-five cents per
acre, an amount of public land not ex

ceeding two sections, near the mouth Of
the tunnel , also

! the right to purchase, at

five dollars per acre , such mineral veins and

lodes within two thousand feet on each
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side Of said tunnel as Shall be cut, dis cov

e red , or developed by running and con

s tru cting the same, through its entire ex

tent , with all the dips, spurs, and angles Of

such lodes, etc. The Comstock L ode,

however
,
and all other lodes at the pass

age Of this Act, in the actual bona fide

possession Of other persons, are excepted

from such grant ; but such other lodes if

not worked as provided by law become

subject to such right of purchase , etc.

It is als ofurth erenacted,
! that all

persons, companies, or corporations own

ing claims or mines on said Comstock

L ode
,
or any other lode, drained, bene

fited, or developed by said tunnel, shall

hold their Claim subject to the condition

(which shall be expressed in any grant
they may hereafter obtain from the

United States) that they shall contribute

and pay to the owners Of said tunnel the

same rate of charges for drainage , or other

benefits derived from said tunnel or its

branches, as have been ormay hereafter be
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For the transportation Of ore, rock,
earth , or d!bris, the company is entitled

to a charge Of twenty-five cents for every

ton removed from the mines to or beyond

the mouth Of the tunnel , as the case may

be, for every mile from the point of con

nection Of the tunnelwith the mines, to
th e place of discharging it ; and it is en

titled to the same rate for all material

conveyed from the mouth Of the tunnel

to the mines. The company is also en

t itled to a Charge Oftwenty-five cents each

way for each man conveyed through the

tunnel to and from said point at the

mines. The Charges for transportation,
however, have not as yet become opera

tive
,
for the reason that the tunnel has

,

so far, not been utilized to any extent for

that purpose .

As the tunnel is now connected With

every mine on the Comstock L ode, it is ,
under said agreements, ipso facto, entitled

to the payment Of the aforesaid royalty

for drainage from every mining company,
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for every ton of ore extracted . Invest

ing in Sutro Tunnel is therefore equiv

alent to investing, at one and the same

time , in every mine on the Comstock

L ode, as every one Of the latter is tribu

tary to the former
,
and not a single ton Of

ore can be taken out from any Of the

mines without some payment accruing to

the Sutro Tunnel Company.

A s to the validity of s aid agreements

and their binding force upon all the

mining companies, there can be no doubt ,

as that has been thoroughly tested, and

such litigation as has arisen from time to

time in regard thereto , between some Of

the mining companies and the Sutro Tun

nel Company, h as uniformly terminated in

favor of the latter.

The right to purchase all mineral veins

within feet on each side of the tun

nel , cut, discovered, or developed by it,

is Of incalculable value . A s the right of

way extends westerly for about seven miles

from the mouth Ofthe tunnel to and be
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yond the Comstock L ode, we have here

what practically amounts to a grant Of a

section Of mineral land , immediately ad

joining and crossing the richest gold and

silver vein in the world, Of an area Of

nearly a mile in width and Ofabout seven

miles in length ; not only this, but under

the language Of the act the right of

purchase extends, moreover, within
feet Of each side of said tunnel through

its entire extent, and under the latter is

embraced the right of way not only in a

westerly direction, as aforesaid, but north

erly and southerly on the course Of said

lode
,
and also on or along any other lode

discovered or developed by the tunnel.

The tunnel has , in fact , discovered or

developed quite a number Ofpromising

lodes or veins ; as it progressed westerly

it cut across these veins nearly at right

angles ; in order to explore them it would

therefore obviou s ly be necess ary to drift

along their course in a northerly and

s outherly direction, Off from the tunnel
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line . While the tunnel was being con

structed this work Of exploration could

not be prosecuted , as the Company was,
under its agreements with the mining

companies, obligated to complete the

main work to and along the Comstock

L ode first of all, and as fast as possible ;
and after thatwas accomplished, not only
we re its funds exhausted, but it was in
cumbered with the enormous mortgage

debt , to pay the interest on which has ab

sorbed its entire income. For lack Of

funds, therefore, these discoveries have lain

almost wholly dormant and any gold or

silver deposits existing therein, and which

by grant Of Congress belong to the Sutro

Tunnel Company, still remain to be ex

tracted.

For example, at a point about

feet from th e mouth of the tunnel, it has

cut a dist inct v ein , known as the S ilver

S tar or Bella Union L ode. Along this a

drift has been run a bagatelle Of 576 feet

southward, diagonally across the vein, and
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a few feet northward. The indications

are favorable, and fair assays were Obtained

from the vein matter encountered, and

in the vicinity Ofthis lode, some distance

further south
,
some good ore has been

taken from a mine located on the surface .

About feet further on, a vein

known as the Brunswick or Monte Cristo

L ode has been cu t by the tunnel, at a

depth Of feet from the surface ;

along this a drift has been run northward

and southward for a distance of only a lit
tle over 100 feet . The vein itself is a very

s trong one, and increases in width as it

slopes down from the surface, being about

100 feet wide at the tunnel level . L ike all

other ve ins in that district , and like the

Comstock L ode itself, the Brunswick L ode

is what is known as a true fissure vein,
having the shape Ofa cone with the point

at th e
x

s urface and widening out as it pro

ceeds downward , and therefore Of unlim

ited depth . On the surface this vein

shows well-defined croppings, and is trace
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able for Over two and one-half miles. It

is estimated that in bullion (two
thirds gold and one-third silver) have been

taken out near the surface from the various

mines located thereon, beginning with the

Monte Cristo on the north , to and in

cluding the Occidental on the south.

Prof. John A. Church , a m in ing engineer

Of great ability
,
who has examined this

lode, writes of its quartz bodies : ! These

form a magn ificent system Ofquartz bodies

parallel to the main lode (i. e the

Comstock and , so far as they have

been examined, quite equal to it in mag

nitude . Under any Circumstances they

are worthy Of careful exploration, espe

cially nowthat their fortunes have been
greatly improved by the construction ofa

deep drainage adit ”

(i. e.,
the SutroTunnel) .

All the known geological facts

make them just as promising quartzes as

any the Comstock contains. In an article

which appeared in the Virginia City Chron

icle in September, 1885 , regarding this
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lode, I find the following statement : I t

is estimated by competent Civil engineers
,

who have surveyed the ground
,
that there

are at least two thousand million

tons of lowgrade ore contained
within the boundaries of the Brunswick

L ode, which, i f reduced to bullion, would

represent a value Of ten thousand mil

lions Ofdollars

Proceeding a fewthousand feet further
westerly along the course Ofthe tunnel we

find the Solferino L ode, and still further

on, near what is known as the Mint shaft ,
distinct vein matter has been cut ; on nei

ther Ofsaid veins, last mentioned , has any

exploration work whatsoever been done.

The aforesaid veins, like the Comstock

itself, do not run perpendicularly down

ward from the su rface, but slope or dip ,
as they descend , in an easterly direction

toward the mouth of the tunnel , at an

angle of about forty-five degrees, and the

area for thorough exploration upward and

downward, from the tunnel level, would
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Several cross cuts were made from the

prospect drifts, which showed the vein

to be well defined. In rais ing up on

the vein a strata of ore, from two to two

and one-half feet in width, was followed to

a height Of 67 feet above the tops of the

drift timbers. At points along the top Of

the drift assays from the ore were Obtained

as high as per ton . In the upraise

assays as high as $69 .75 per ton were Ob

tained. The average Of all the assays

made, in following the ore strata, was $17.

99 per ton , without calculating the high

assays. —And yet, not a foot of further

exploration has been made in this promis

ing ground since the date on which

the foregoing was written (March 1,

The work of exploration under the fran

ch is es granted by the Act of Congress is,
therefore, still in its infancy. What de

velopments may be made by exploring

thoroughly the aforesaid veins already cut

by the tunnel, and what new veins might
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be cut and discovered by running drifts in

various directions along the whole extent

Ofthe main and lateral tunnels, and , work

ing both upward and downward from these

various drifts and tunnels, and, most im

portant Ofall
,
by extending the main tun

nel at its present level for miles into the

virgin ground west of and beyond the

Comstock L ode, in which case it would

pass in a horizontal direction at a depth

Of feet below the summit of Mount

Davidson, it is impossible to foretell ! E x

plorations hitherto made by means of

small horizontal drifts or s o-called tunnels,
run into the sides Of Mount Davidson not

far below the surface, prove conclusively

that veins Ofvalue exist on both its eastern

and western slopes. For example, the

McK ibben tunnel, s o-called , which is some

distance west Of the Comstock L ode,
shows a vein of quartz sixty feet in width ;
and ore has also been discovered in the

Cole Tunnel, which is still further west ;

ore assaying as high as three hundred
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dollars per ton has been found in another

small drift west Of the summit , while on a

claim a short distance to the south and west

OfMount Davidson
,
and not far from the

direction where our tunnel, if extended ,

would pass u nder said mountain, some

very rich gold ore has been found . The

distance intervening between the western

terminus of the main tunnel and a point

directly beneath the summit of Mount

Davidson is only feet , whereas the

Company, under the Act of Congress, has

the right of extending the tunnel over

three miles further westward from its pres.

ent terminus.

There is every reason to expect the

most wonderful and profitable results from

a thorough exploration of all the many

miles of territory through which the ex

clu s ive right of way and of purchase of the

Company extends ; and there is no reason

why this work of exploration should not

be prosecuted with all possible energy, as

soon as we shall be free to direct a portion
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ofour revenues or resources to that great

object .

The height of the Sutro Tunnel is gen

erally from 7 to 7} feet. The width

throughout is 8 feet at the top inside of

the surround ing timbers, and from 9 to 9}
feet at the track rails on the bottom of

the tunnels, inside of the timbers. For

some distance from its mouth the main

tunnel is 14 feet wide by 10 feet high .

Under the agreements with the mining

companies, the main tunnel as well as

the lateral tunnels are not required to

be over 7 feet in height and 8 feet in

width .

The length of the main tunnel, from its

mouth (which is located 150 feet above the
level Of the Carson River) to its po int of

connection with the shaft Of the Savage

Mine in the Comstock L ode , toward which

it runs in a W . by N . W . course , on an up
ward grade of three inches for every 100

feet
, is feet . The distances reached

at the end of each year in constructing the
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main tunnel, measuring from its mouth,

were as follows : The year 1869, 460 feet ;

1870, feet ; 1871, feet ; 1872,
feet ; 1873, feet ; 1874,

feet ; 1875 , feet ; 1876, feet ;
1877, feet ; and 1878, feet .

This shows very rapid progress ; more

rapid progress in fact than was made in

constructing the Hoosac, Mont Cenis
,

Saint Gothard, or any other famous tun

nels. The lateral tunnels, which follow
the direction or trend Of the Comstock

L ode northerly and southerly, have been

constructed since 1878, and their length is

as follows That of the North L ateral Tun

nel, from the main tunnel to the ground of

the Mexican Mine, is feet that Of the

South L ateral Tunnel, from the main tunnel

to what is known as the Forman Shaft , is

feet. Making a grand total length

Of all the tunnels of thirty-three thousand

three hundred and fi fteen feet, or

over six and one-third miles, fully com

pleted, fully equipped for working pur
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poses, furnished throughout with car

tracks and side switches, drain-boxes and

ditches to carry off the water, ventilating

shafts and partitions, etc., and all in

excellent order.

The reason the North L ateral Tunnel

has not been constructed for the remain

ing d istance of about feet from the

Mexican Mine to the shaft Of the Utah

Mine, its objective point on the north, is

because that work was temporarily s u s

pended under an agreement with the

m ining companies located between the

Mexican and the Utah , inclusive, dated

October 4, 1880, under which our Company

is entitled to royalty the same as i f the

work had not been s uspended , and gain

ing the advantage of saving the expense

and trouble Of maintaining in repair that

much additional tunnel ; these mines de

rive s ubstantially the benefits Of th e

tunnel through its connection with the

joint Ophir and Mexican drift , and the

motive of said mining companies in mak
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ing this agreement with our Company

was presumably that they preferred to

keep their ground and mining Operat ions

concealed .

From the foregoing brief description

it is self-evident that the property of

the Sutro Tunnel Company is indeed

very valuable, worth many millions as it

stands
,
but, considering its resources and

possibilities, worth incalculable millions

more .

In addition to what has been enume

rated, however, the Company also owns,

at and about the mouth of the tunnel, at

the present time, in the neighborhood

of acres of land , which it has

gradually purchased, partly from th e gov

ernment, under the rights reserved by

the . Act Of Congress hereinbefore men

tioned, and partly from private sources.

Ofthis land, which is traversed by excel

lent roads and irrigating ditches, about

two hundred and fi fty to three hundred

acres are under cultivat ion, and pro
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character, is well laid out , and contains

scores of substantial frame dwellings,
shops, and other bu ildings, nearly all be

longing to the Company, and used and

occupied principally by the families ofthe

men connected with the works.

The Company als o owns a fine mansion
,

fully furnis hed, near the mouth of the

tunnel, used as a residence by the Super

intendent.

It would lead too far to give a detailed

account of all the other property belong

ing to the Company, as the object of this

report is not to furnish a statistical inven

tory, but only to call attention to salient

features ; but it may be said in regard to

the property of the Company in general,

that the latter has everything necessary ,

not only for doing its present work, but

also such other work in the way of trans

portation, exploration , etc . , as may tend

to increase its value and income, except

ing only— available surplus funds, which

were, ofcourse, out ofthe question so long
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as the burden of the enormous current

and accrued interes t , under the exist

ing mortgage, rested on its property,
and more than counterbalanced its in

come.



Income and Expenses of the Sutro Tunnel

Company .

TH E income of the Company (with the

exception of a few thousand dollars te

ceived from rents and from the sale of

ranch products and of land) consists at

the present time of what it receives under

the agreements of March 29, 1879, as

royalties on all ores extracted from the

mines on the Comstock L ode.

The first payment of royalty was made

in September, 1879, and payments have

since continued as follows, viz . :
From September, 1879, to March 1, 1880 . $35

March 1 1880

1887 . 29

87733 674 0
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which total has up to the time ofthis writ

ing (July, 1887) been augmented by the

sum of about

Besides the above-mentioned royalty

actually paid in cash, about have

been withheld by the companies to repay

certain advances made by them to the

Sutro Tunnel Company for building the

lateral tunnels. These advances, amount

ing in the aggregate, to date, to the s um

of nearly were made, under the

terms of the aforesaid agreements, by th e

various mining companies to the Sutro

Tunnel Company at the rate of $70 per

foot for every foot of the lateral tunnels con

structed by the Sutro Tunnel Company ;

such advances
,
however, were not to con

s titute a lien on th e property ofthe Tun

nel Company , were not to bear any inter

est , and were to be repaid only by allowing

one-half of the charges
,
to grow due from

the mining companies, to be withheld by

them each month until the whole advances

should in this way have been repaid to
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them . In other words, under these agree

ments, the advances made by any mining

company, which shall never take out any

ore, need never be repaid by the Sutro

Tunnel Company ; and such mining com

panics as take out ore are repaid by

simply crediting them with one-half of the

royalty
,
which may grow due from them

to our Company.

Of the various mining companies, the

following have been entirely repaid the

amounts so advanced by them toourCom

pany, and are paying royalty at full rates,
viz. : The Belcher, Consolidated Virginia

Cali fornia, Crown Point, Hale Nor

cross, Kentuck, S ierra Nevada, and Yel

lowJacket .
The following are still paying royalties

at half rates, viz . The Challenge. Chollar,
Confidence, Consolidated Imperial, Gould

Curry, Mexican, Overman, Ophir, Po

tosi, Savage, and Union Consolidated .

The following are the only ones that

h ave not taken out any ore since the date
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of said agreements, and have, in couse

quence , not yielded or paid any royalty
,

viz. : The Alpha, Best Belcher
,
Bul

lion, E xchequer, Segregated Belcher, and

Utah.

The following companies have also paid

a few hundred dollars royalty, viz . : The

Andes on the Comstock L ode, and the St.

George, St. John ’s, and Solferino on the

Brunswick L ode.

For the year from March 1
, 1886, to

March 1, 1887, the total income was

derived from the following sources
,
viz

From Royalties .

From Con. Cal. VirginiaMining Co .

Yellow Jacket
Crown Point
BelcherMining Co. (at half rates ) .
Kentuck
Overman (at halfrates ) .
Savage
Sierra Nevada
Gould ! Curry (at half rates ) .
Hale Norcros s
St. George

-29

18,

22
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Brought forward. 29

From Sales .

Of ranch products
sundry material

-66

From rents ofhous es and lots
transportation

Total receipts 3 . 13

The Company has borrowed no money

since November 12, 1883, and the total

income for the past three years has been

as follows, viz

For th e year ending March 1 , 1885

1886

Total receipts

making the average gross income for the

past three years, ending on March 1, 1887,
the s um of per annum .

The expens es of the Company for the

year, from March 1, 1886
,
to March 1,

1887 have been for the following items,
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For th e year ending March 1, 1885 .

Total Net Income 70

making the average net income for the

past three years the sum of

per annum .

From the forego ing it will appear that

the income of the Company has steadily

increased , and its expenses have steadily

diminished, during the pas t three years.



Prospective Income and Expenses .

THE total annual expenses ofthe Com

pany (as soon as it shall be freed from the

present complications and the attendant

outlays) need not exceed the average ex

penses during the past two years, namely,
about as that has been quite s uffi

cient to keep the tunnels and works in

thorough repair and to defray the ordinary

expenses of the Company. In this, of

course, would not be included such expen

ditures as might be rendered necessary for

exploration, building of mills, railroads, or

other new enterprises ; but as such expen

ditures would also , in turn, resu lt in giving

to the Company a much larger revenue,
they need not for the present be taken

into consideration.

It would als o be fair to assume the aver

age gros s income of th e Company during
5 1
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the past two years
,
viz. , the s um of about

as a basis for future calculations,

as the work oftaking ore from the mines

lay comparatively dormant during the pe

riod from the completion of the tunnel

until the year 1885 , the mining companies

having, for some occu lt reason, occup ied

their time during said period principally

in levying ass essments. As the output of

the mines has largely increased during the

past year over the preceding year, it may

safely be assumed, in view of the still

greater act ivity which is at the present

time displayed in all the Comstock mines,

that the income of the Sutro Tu nnel Com

pany will continue to increase in at least

the same proportion . The net income of

the Company for the year ending March

1, 1887, exceeded the net income for the

preceding year by about s o that

it is hardly possible that th e net income

for the year ending March I , 1888, can

fall short of $2 and there is every

indication that it will be nearer
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In this connection the following quota

tion from the letter
,
hereinbe fore referred

to, written by Mr. L anders immediately

after h is recent visit to the Comstock

L ode, will be appropriate, viz

E verywhere along the Comstock
L ode the companies were preparing to
increase their ore production by exten
sive explorations, developing deposits
which will largely increase the royalties
to the Tunnel Company. S everal new
mills are in course of construction, and
others that have been idle for several
years are being put in order for active
service. I am qu ite certain that the
income will be increased fully one-quar
ter more than last year, and it would
not surprise me if it aggregated $400,
000 by the time our next annual report
is made to the shareh olders.”

Mr. Ames, the Secretary of the Com

pany, writes from San Francisco under

date of May 3, 1887, to Mr. Horace H .

Thayer (recently appointed to the new

Office ofAssistant-Secretary at New York) ,

for the information of the stockholders,

as follows

Th e companies that may be ex
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pected to pay increased royalty for the
year ending March 1, 1888, are, I s t,

the Cons. California V ir inia, which
in the previous year paid
Unless they have more trouble with the
fire than is expected, they should, I
think

,
pay the Company about $ 135 ,

000 to for the current year.
2d. Th e Belcher Company, which will
begin this month to pay full rates, which
should increase their payments from

to something over 3d.

Th e Overman Company. This com
any is now taking ou t ore and paid u s

£320 for February and for
March . The yield is uncertain, how
ever, and I should not venture to make
any es timate on it . 4th . The Savage
Company. This company paid last year
only but they are going to take
out con s iderable ore , it is understood,
this year. They reduced tons in
March, and paid royalty. 5th .

The Hale Norcros s , which paid last
year only $12 royalty. I t is understood
that they will also take out considerable
ore. They pay full rates per ton.
T hey reduced nearly 250 tons in March .

6th and 7th . The Chollar and Potosi
Companies. They paid no royalty last
year, but they have large bodies of low
grade ore , some of which , I have heard,
they will try and reduce this year.”
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To the foregoing the writer of this te

port may add, that he has had personal

assurances from one of the owners of the

Chollar and Potosi mines that active prep

arations are in progress to take ore from

said mines in the near future. He is also

informed that the fire which has been

raging for about eight years in the un

dergroundworkings around the -foot

level of the Consolidated Virginia Mine,
and which is estimated to have covered

an area of two million feet of said mine

fi lled with timber, has at last been over

come by smothering it with carbonic acid

gas, and that the output from this and the

California Mine will, in the course of the

year, be increased from 400 tons to 600 tons

daily ; and that the present average daily

output from all the mines on the Com

stock L ode, of about tons, will , by

October I s t next , be increased to about

tons.

There is in fact a new era dawning for

the Comstock L ode , as the m ining com
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panie s seem at last to have awakened to

the neces s ity of pursuing legitimate rather

than speculative mining, by extract ing all

ore of a fair assay value .

The foregoing estimates of the income

of the Sutro Tunnel Company for the

current year are therefore based upon the

strongest probabilities.

But what likelihood , it may be asked , is

there for a continuance of the income of

the Sutro Tunnel Company in the shape

of royalties from the mines for any long

period of years ! E very likelihood , and

almost a certainty ! Because the mines

will undoubtedly continue to produce ore

for generat ions to come— not perhaps

bonanzas (although also that is l ikely) ,

but what does the Sutro Tunnel Company

care for bonanzas belonging to the mining

companies ! There appears to be a

strange misconception on the part of

the public in regard to this point . The

highest royalty to which the Sutro Tun

nel Company is entitled from the mining
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John W. Mackay himself. There is no

doubt also that these ore bodies may be

profitably extracted ; although such ex

traction may perhaps involve some slight

reduction in charges
, as regards very low

grade ore, by some joint agreement on the

part of the Sutro Tunnel Company, the

railroads, the mills, the lumber companies,
the Miners

’

Union , and also on the part of

the various other corporations and organ

iz ations whose interests are ident ified and

connected with the work of mining ; and

there is no doubt that through the Sutro

Tunnel even ore of the lowes t grade may
be profitably worked .

It is therefore not true that the mines

are ! played out and the Sutro Tunnel

only a useless ! hole in the ground , the

more forcible than elegant exclamations

often made by ignorant people . The mines

are and will be product ive long beyond our

time (provided always that the insane

search for bonanzas, and the disgracefu l

stock manipulations, which h ave been
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unfortunate concom itants heretofore of

mining operations on the Comstock L ode,
shall cease) ; and the Sutro Tunnel, being

indispensable to the effective working of

these mines, will, for an equal length of

time, continue to be proportionately

profitable to its owners.

It may be that mine managers may

period ically, for purposes best known to

themselves, deliberately s uspend the

work of extracting ore , and it may als o be

that single mines on the Comstock L ode

may , nowand then , in fact , temporarily
cease yie lding ore , especially bonanza-ore,

for the latter is met with only in scattered

places, in chambers or pockets, with

out regard to any settled ru le orprinciple

but, taking the mines ofa whole mineral

district , such as that ofthe Comstock L ode,

together, history proves that there is great

permanence in its aggregate yield.

The mines of Cornwall have been worked

for over three thousand years, those in

the Harz Mountains forover eight hundred
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years, those of Freiberg and ofS chemnitz

for many centuries, and yet all those mines

are still yielding. The mines at Cerro

Pasco in Peru have been worked since the

year 1643. In Mexico, the mines at the

Veta Grande of ! acatecas and at the Veta

Madre (i. mother or true-fis s ure vein)
ofGuanajuato , have been worked almost

since the discovery of America, have

yielded over one and one-half billions, or

fi fteen hundred millions ofdollars, and are

s till productive. The Valenciana Mine,
on the Veta Madre of Guanajuato

, was
opened in the year 1760 , and a rich bo

nanza struck in a part of the vein which

had been given up two centuries before

that time as worked out.

The famous Potosi Mines in Bolivia

were , during the first seventeen years after

their discovery, not as promising or pro

du ctive as the mines on the Comstock

L ode for the same period yet the Potosi

Mines, though opened as early as the year

1545 , and having produced up to th e year
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1800 over have neverth e

less kept ou , and are still yielding, whereas

the mines on the Comstock L ode were

not discovered until the year 1859.

A vein such as the Comstock, located

on a spur of the great S ierra NevadaMoun

tains, having a length of about five miles,

varying in width from 50 to 200 feet and

in some places on the surface 500 feet,
proved to reach from its surface croppings,
at an elevation of about 6200 feet above

the level of the s ea, downward as far as

the miners have up to the present time

gone ( In some places over feet) , and

having every indication of extending down

for miles, retaining its general geo logical

characteristics to the lowest depths so far

reached , being almost wholly compos ed of

solid quartz , permeated with particles of

silver and gold and here and there abound

ing in bodies of immensely rich ore, and

which vein has been worked spasmodically

for only about twenty-eight years, and

never systematically at allwith a view of
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extracting its low-grade ore bodies,— such

a vein, in view of the experience gained

with similar vein-formations elsewhere,

s ome of which have hereinbefore been

curs orily mentioned, but which are not

even of the magnitude of the Comstock

L ode, can really never be s aid to be

! worked out .

Under Act of Congress approved April

4, 1871, authoriz ing the President to ap
point Commissioners to examine and re

port upon the Sutro Tunnel in the State

of Nevada, the President of the United

States, General Grant , appointed a Com

miss ion composed of ! General H . G .

Wright
, L ieutenant-Colonel of E ngineers,

and Brevet Major General United S tates

Army ; General J . G . Fos ter, L ieutenant

Colonel of E ngineers, and Brevet Major

General United States Army ; and Wesley

Newcomb, Civil and Mining E ngineer.

This Commission arrived at Virginia City

on June 29, 1871, and from that time until

August 7, of the same year
! was con
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s tantly occupied (in the language of their

report) with its investigations, during

which period it examined pretty thorough

ly the mines on the Comstock and other

lodes in the vicinity, the country in the

neighborhood within a general radius of

fi fteen miles, with a view to ascertaining

its topographical and geological character,

and conferred with the mining authorities
,

miners, and others interested in the great

and almost sole industrial interest of that

section of Nevada. I quote from their

report dated NewYork, November 30,
1871, as follows

We know that for a distance of five
miles, with a varying width of from 50
to 500 feet , and to an unexplored depth ,
the Comstock L ode is found , one of the
richest, most productive and extensive
in the records of mining.

It is , however, of very great import
ance to determine whether the Com
stock be a true fis s ure-vein, as declared
by most intelligent geologists, or be but
a gash-vein , with its material fi lled in
from adjacent rocks. The permanency of
the mining interests ofNevada depends
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u pon which of these views proves cor
rect . In the first contingency we may
Claim that no true fis s ure-vein has ever
been worked out, and from analogy we
may draw the conclusion,with a good
degree of certainty, that the Comstock
cannot be exhau s ted by the labor of
man.

We are left to the only possible ex
planation of the occurrence of this won
derful deposit, i. e. , that it is a true fis

s ure-vein fi lled from below, and , l ike
other fis s ure-veins, extends to a depth
beyond the power of man to reach .

Reas oning from the past h is
tory of fis s ure -veins in other countries,
we have just grounds for be lieving that
the metallic wealth , thousands of feet
below the surface, will fully equal or be
even greater than that from higher
levels. The Sampson Mine in Germany
has reached a depth of feet with
out any diminution of its yield of silver.
This, compared with the Comstock, is a
small vein , but for that very reason is
far more likely to be lost by a fault than
one ofthe magnitude Of the lode under
consideration .

! It is quite probable that at great
depths the metals are more equally dis
tributed through the vein matter, in
which case the very rich ores will not b e
met with, but the whole mass will yield
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ofthe Ophir a body of ore exists th at has
been mined and u s ed for fi lling in stopes
for a distance of 300 by 300 by 100 feet,
which will average, by assay , $20 per
ton . A large body in the north mine,
yielding but little less, is found in place.
He further states that in the Crown
Point, on the 200-foot level , an estimated
amount of tons of ore

,
that will

assay $20 per ton , may be found . He
was for three years connected with th at
mine, and is thoroughly acquainted with
the upper levels.

From our own observation, and the
evidence of others, we do not hesitate
in stat ing that vast amounts of what
are designated as low-grade ores abound
in these mines, that may yet be made
available in increasing the national
wealth.

”

Nearly sixteen years have elapsed since

the foregoing was written. In the mean

time the Sutro Tunnel has been completed

and the mines explored to enormous

depths, and what was at that t ime still
mere conjecture as to the existence of

these vast quantities of s o-called low

grade ore, and as to the indefinite extent

downward of the Coms tock L ode, has s ince
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then been proved to be a fact by actual

demonstration. . And yet from that time

to this, or at leas t unti l a year or two ago,

the mining companies kept on hunting

after big bonanzas only, and passed by

nearly all the low-grade ore. The lat
ter, therefore, remains to be extracted , in

almost undiminished quantities.

I n this connection I will again quote

from a letter of our Secretary, Mr. Ames,
dated San Francisco, May 10 , 1887, and

address ed to me, as follows

As to the value and permanence of
the Comstock L ode, what better evi
dence can be asked than the preparations
which are being made at the present
time to provide adequate mill ing facili
ties for the different companies !

! The Virginia 8: Gold Hill Water
Company is making arrangements to
largely increase their supply of water, to
be used in running new mills about to
be erected . It is understood that two
mills are to be built in the Six Mile
Canon as soon as the water supply is
ready, and the Chollar and Potosi Com

panics are nowbuilding a 40-s tamp
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mill so arranged as to be capable of

being increased to 100 stamps.
Mining men on the Comstock L ode

are all confident that there is ore enough
nowin sight to run the mills to their
fullest capacity for the next five or six
years, and equally confident that the im
mense bodies of low-grade ore , known to
exist , will furnish an industry that will
thrive for several generations to come.
It may be the privilege ofthe Sutro

T unnel Company to help to s olve the
problem of deep mining on the Com
stock L ode, and to make available many
million tons of mineral-bearing ore that
cannot under the present conditions be
milled at a profit .

To the foregoing may be added that the

immense California stamp and pan-mills,
which have lain idle for years, are being

again used, that the Alta Mining Com

pany began work on a new lo s tamp

mill on the ground adjoining their hoisting

works on !une 20, 1887, and that the

latest advices from the Comstock, in gen

eral, indicate a period of preparation and

activity at all points, such as has not been

w itness ed in many years, the monthly sum
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disbursed by all the mining companies to

their employ!s alone, amounting in the

aggregate, at the present time , to over a

quarter of a million dollars.

Under date Of July 19, 1887, Mr.

Ames writes to me :

The new ore body discovered in
the Crown Point Mine is an important
one, not only for that Company , but
for the whole Comstock L ode, and of

course inciden tally for us. This ore

body was opened on the 400 foot level,
and is situated about southwest from
their Old s haft, but it is 400 feet west
of their former workings, and 200 feet
west of any point previously worked.
Where the stopes are now beginning,
th e ore body is from 140 to 150 feet
long and about 60 feet wide, of which
45 to 50 feet in width is good ore going
$40 to the ton . On the 500 foot level a
drift is being run to strike the vein

,
and

a winze is down from the 400 foot level
already about 70 feet , and still in the
ore, —s o that they are confident of
getting it at 500 feet . Such an opening
might possibly lead to another bonanza,
and would, I think, encourage prospect
ing further west .
But the singu lar fact of a new ore
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body being opened in this m ine
,
200

feet further wes t than former explora
tions almost at the same time that the
ore body is opened in the Consolidated
Virginia 8! California Mine some 200

feet eas t offormer workings, will serve
to give renewed ass urance of the ex
tent and permanence of the Comstock
L ode.”

The Comstock L ode has so often , during

its history, been believed to be worked

out
” by the public, and has so often re

covered its prestige , that it would seem to

be almost superfluou s to add arguments in

proof of the probable permanence of its

ore deposits. In an article entitled Mine

Bottoms and Stock Bottoms, the San

Francisco E vening Bulletin of April 26
,

1884, says

In the language of the street , the
Comstock mines have petered out many
times in the past twenty years, and bed
rock values have been announced quite
as often. The truth is, it is impossible
to know when a mine is exhausted . I f
every claim were abandoned the firs t
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time ore disappears, we should have any
number of abandoned mines. Few
thought , in 1870, that there was any ore
in the Crown Point or Belcher mines be
lowthe depths to which they were then
opened . But the largest value of metal
from those mineswas subsequently dis
covered and removed . That discovery
strengthened the theory in deep mining
more th an any reas oning had been able
to do before. It encouraged capitalists
to continue work in other directions on
the same lode , with the result so well
known , the discovery ofthe largest and
most valuable ore deposit ever found in
the United States, in the Consolidated
Virginia and California mines. The
number of deep mining believers was
increased many fold by that opportune
discovery. How much the world is in
debted for that find to the previous find
in the Belcher and Crown Point mines
will never be known .

The Comstock L ode has never had
such a long comparatively barren period
from the first discovery of ore there in
1859, as since the exhaustion of the ore
body in the bonanza mines, some six
years ago .

Stock value have undergone Similar
vicissitudes. In the dark days of 1868
and 1870, when those owning the bulk
ofthe stock

,
inwhich the leading Com
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stock mines were then divided
,
were on

the point of throwing the whole thing
up or transferring their interests to E ng
lish capitalists for a nominal sum

,
we

heard a great deal about bed-rock prices.
But from 1870 to 1875 there was a

g
rand improvement in the condit ion of
our mines on the lode and of course
a great upheaval in stock values. The
point of greatest depression occurred
about the Close Of 1870. At that time
twenty-eight of the leading mines of the
Comstock L ode, commencing with Utah
on the north and ending with Benton on
the south , were s elling at the rate of
of Five years later

,
say

January, 1875 , in the height of th e ex
citement about the Consolidated Vir
ginia and California, these and the
twenty-six other mines in the same
radius were selling at the rate of $271,

In 1877, the same mines sold
for about but in the S ierra
Nevada excitement, which culminated
in S eptember, 1878, the same mines sold
at the rate of This was
the next greatest value ever ut upon

i
h e sh
a
res in these twenty-eig t mines.

-x

Taking the lowest values yester
day, the leading Comstocks were nom
inally rated as follows :
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mines has at the time of this writing (July,
again enhanced to seven or eight

times the foregoing quotation of April 25 ,
1884 ; and yet the present price is only

about one-third ofwhat they were quoted

at last December, when Consolidated

California 8: Virginia was selling at $5 5
and Oph ir at $35 per share.

And to add a strictly ofiicial opinion of

recent date, the following report by a

committee appointed for the very purpose

of investigating and reporting on the con

dition of the Comstock L ode, submitted

to the San Francisco Stock E xchange, on

April 4, 1883,will be of interest . For a

copy of this report I am indebted to Mr.

H . R . Wright , of the New York Mining

E xchange, who also has taken consider

able interest in the movement to resurrect

the Sutro Tunnel Company. The fore

casts made in that report , especially in

regard to the prospects of the Consoli

dated Virginia and the Cali fornia mines,

have been fully proved to be correct by the
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recent developments between the

and foot levels in said mines, after

the impress ion had industriously been

created that they were worked out

s o also as regards the new ore body in the

Crown Point Mine ; and as to all the

mines, it may be s aid that what was prob

able in 1883 is much more so in 1887 ;

for all the mines are now in better work

ing order
,
and

,
with the exception of a

temporary suspension of prospect ing work

on the lowest levels, are either being

explored or about to be explored more

thoroughly and actively than ever.

To TH E SAN FRANCISCO STOCK AND ExcHANGE

BOARD .

Gentlemen :Your Invest igat ingCom
mittee beg leave to s ubmit the follow
ing report as to the condition Of the
Comstock mines

We have found it impossible to
obtain any reliable official information
with reference to the condition of the
mines, and the little we have been able
to glean from that source is anything
but s atisfactory. Th is is owing to the
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secrecy with which all exploratory work
is carried on, through the medium of
the diamond drill , which has been ex
tens ively used in almost every mine on
the lode, while the result Of such ex
plorations is kept a profound secret by
the operators who have obtained control
of the different companies, chiefly by
means of proxies which have been voted
at the annual elections. While the
S tate laws have made

'

it imperative on
the part of the s u erintendents to report
to the companies Officers all dis coveries
made with the diamond drill, we find
that they have in almost every instance
disregarded the law, contenting them
selves with privately report ing such
discoveries to operators who have ob
tained such control , while having little if
any moneyed interest in the companies.
This Is a matter of grave import to the
stockholders of the companies, who,
while paying enormous sums for th e
purposes ofexploration , are debarred all
knowledge of, or benefit from any dis
coveries which may be the result of
such expenditures. It is true that re

ports are made to the secretaries o f the
different companies, but they are very
meager and treat only of the mos t un
important work going ou in the mines,
andwhere re ference is made to interest
ing points on the lode the information



P rospective Income and E xpens es . 77

given is s o vague as to be rather calcu
lated to deceive than to give any proper
understanding of the situation . From
information , however, obtained ou t s ide
of official sou rces regarding the existence
of concealed bonanzas,

’

we are inclined
to the belief that valuable ore bodies
have been discovered ,which s o far have
not been officially announced . But as
we are restricted by our informants in
the u s e of this information , we abstain,
for the present at least , from making
any more positive statement than the
foregoing.

! With reference to the middle and
northern mines, viz . , all those

’

mines
Situated between Potosi and Utah in
clu s ive , we have to s ay that they appear
to be in a splendid condit ion for rapid
explorat ion . There has been an enor
mous amount of money expended upon
these mines in preparatory work, such
as sinking shafts and winzes, and making
air connections

,
running lateral drifts,

etc. , and we have every reason to sup
pose that the cost of future explorations
in these properties will be much less
than at any time in the past . In fact,
it sh ould be possible to run these mines
for the next two years for one-third of
the expense which the work for the
past two years has entailed on the
stockholders. These mines are thor
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oughly ventilated , and as a ru le much
cooler than they have been for some
time past . The danger from water is
past , the water problem having been
solved , and the work now going on is be
low the water belt , and the mines are well
drained . Nothing but the gross est care
lessness could cause any damage from
water. So far as we are able to judge
from the vague reports in th e difierent
ofi‘ice s , and what reliable information
we have been enabled to obtain from
other sources, there is every probability
that some of these mines will be on a

dividend-paying basis ere long, and th e
long-Suffering stockholders be relieved
from the terrible exactions in the shape
of assessments under which they have
groaned for such a length oftime.
These mines are splendidly equ ipped

with machinery of the finest and most
substantial character, their pumping
machinery being unequaled in the
world . The mines are opened to great
depth , the deepest workings being in the
Mexican and Ophir on foot level.
They have large and substantial shafts
and winzes , and are opened laterally
with large drifts for about two miles,
and so well arranged and connected as

to make danger from fire a very remote
contingency.

For about a mile north ofSavage no
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explorations of any importance, that we
are aware of, have been made on the
lower levels until very recently, when
several cross-cuts were started, one of
which encountered ore on the line of
Union Consolidated and S ierra Nevada
of great promise , and we have good
reason to hope that when further ex

plored it will prove a real bonanza. The
other cross-cuts, so far, give good indi
cations, and we expe ct to see paying ore
developed by them.

The Savage , Hale 8: Norcross, Chol
lar and Potosi are all ready for cross
cutt ing on the lower levels, and the fact
that in Hale 8: Norcross there has al
ready been some good ore dis cov

ered on the foot level , gives us
reason to expect the uncovering of a
body of good ore in this section of the
lode.

! In the Mexican, Ophir, California,
Consolidated Virginia, Best 8: Belcher,
and Gould Curry mines there is a
block of ground about feet in
height , by over feet in width , and
over feet in length, which has not,
so-far as your committee is able to learn,
been cros s-cut or explored in any way
to any great extent . What may have
been done with the diamond drill and
secret dri fts in this block of ground , of
course, is a sealed book, so far as your
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committee and the general public are
concerned .

All the lower levels of the Comstock
mines are in an ore zone, as Shown by
the continual cutting of stringers, seams,
and small bodies of rich ore, and there
is no reason why there should not be
large and rich bodies of ore discovered .

In fact , the prospects for the lode were
never brighter. So far as the southern

group of mines is concerned, nothing can
nowbe seen below the foot level ,
as the mines have been flooded up to
that point for more than a year. Above
this level there has been a large amount
ofore extracted . Within the past two
years over tons of ore have been
extracted and worked— principally from
the Crown Point and Be lcher. What
this ore paid we have been unable to
find out , and we can only s ay that there
is an abundance of ore in these mines,
and that it is not the fault of the mines
that they have not been placed on a pay
ing basis long ago . In this connection
we will s ay that in our next report we
will deal more fullywith the subject of
mine management . In conclusion

,
we

would s ay that the prospects and con
dition of the mines on the Coms tock
L ode have not been so good for years,
and that we believe that in the near
future the Comstock L ode will be re
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from the mouth ofthe tunnel , and building

railroads connecting the tunnel with said

mills, and of otherwise making improve

ments, such as substituting compressed air

or other locomot ives, or cable cars, in place

ofmules, for the purpose of bringing about

the work of transportat ion, is unquestion

able. A numbe r ofmining companies are

already negotiating with the Sutro Tunnel

Company with a view to that object, and

there is very little doubt that a great many

mining companies will avail thems elves of

the Sutro Tunnel for transportation pur

pos es , as s oon as the latter s hall be in a

condit ion to offer to the mining companies

the proper facilities and inducements.

And then, lastly, and mos t important of

all, remains the great prospect of increas

ing the income of the Company to an al

mos t unlimited extent , by exploring and

working its own mines and veins, such as
have already been discovered , and such as

there is every reason to presume may still

be d is covered, at various points, in that
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enormously rich and large area of mineral

land, to which the Company has the first

Claim under the Act of Congress.

In this connection also , I may venture

to sugges t a project combining the objects

both of exploration and transportation, and

which may possibly become a reality in

that golden era of prosperity which, I

hope, the Company may enjoy at no dis

tant day, provided it shall pass safely

through its present stormy experience, a

project which our Superintendent at Sutro ,
to whom I broached it , on my late visit

there, thought quite feasible , namely, to

continue the main tunnel into Mount

Davidson , not only for three miles beyond

its present terminus, but still a few miles

further, entirely through the mountain, and

to use it not only as adraining, ventilating,
and exploring tunnel for the mines, but

also as a railroad tunnel for general trans

portation purposes . The outlet of such

a tunnel would be near a place known as

Steamboat, which is only 11 miles dis tant
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from Reno, a station on the Central Paci

fic Railroad. S teamboat, however, is 41

miles distant from Virginia City, by the

only present route, the V irginia 8:

T ruckee Railroad , known as the crooked

railroad , and which winds its tortuou s

course, serpent ine-like, up the mountains

to Virginia City, whereas the distance

from Steamboat to Virginia City, in a

d irect line, through such a tunnel would

be only about 7 miles. The distance

from Steamboat to the town of Dayton

(which latter is only about two and one

h alf miles distant from the present eu

trance ofthe tunnel, and is connected with

southern and western Nevada and Cali

fornia by the Carson 8: Colorado Rail

road) , would, through such a direct tun

nel, be only about 13 miles ; whereas the
distance between S teamboat and Dayton,

by way of the only existing railroads, the

Virginia 8: Truckee, and the Carson 8:

Colorado railroads, is about 39 miles. As

a freight road, such a tunnel-railroad, con
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necting with Virginia City by means of

elevators through the already existing

numerous perpendicular shafts, and con

necting with all other points by a road-bed

of easy grade, through our Company
’

s pres

ent main tunnel and the land at the mouth

of the tunnel, to Dayton and beyond,
ought to be a paying investment , in view
of the fact that the Virginia Truckee

Railroad is not only one of the greatest

monopolies in the United S tates , but has

proved to be almost as much of a bonanza

to its owners as any of the mines have to
the bonanza kings .

”

As a result of carrying out some or all

of these various projects, the acres

of land owned by the Company at and

about the mouth of the main tunnel ought

to become thickly populated, and must

also necessarily greatly enhance in value,
and prospect ively yield very large rents

and profits .

And if
,
therefore, we have carefully and

timidly ventured to estimate the net in
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come of the Company, for the current

year, as probably not less than

we may, on the other hand , boldly and

unhesitatingly estimate that income (pro

vided the Sutro Tunnel Company shall

take full advantage of and utilize its

enormous resources) as more likely, in the

course of time, to approximate two or

three times, or even ten times, said s um.

Such is a brief epitome of the cost ,

condition, objects, nature, and present and

prospect ive income and expenses of the

Sutro Tunnel ; and in this connection ,

by way of summary, and as throwing

light on points not hereinbefore touched

upon, the following article, originally pub

lis h ed in the National ! uarterly R eview
for July, 1879, and republished in the

New York Daily Graphic of July 21,

1879, and the statements wherein the

writer desires at the present time to

emphasize and confirm
,
as fully borne

out by his more recent and personal in
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ves tigations , may appropriately be in

s erted, viz

THE SUTRO TUNNEL.

(The author Of the following brief
and authoritative paper— Mr. Theodore
Sutro , for a number of years attorney
for the Company— has taken this occa
sion to correct some very natural mis
apprehensions on the part of the public

,

in respect of the aims and objects of
this enterprise , which , we doubt not

,

will be read with interest and profit.

EDITORS.)

L et it be understood ab initio that
th e Sutro Tunnel does not pierce a
mountain— running through it from one
side to the other—but , like all great
mining tunnels, is in the nature of a
cul de s ac, with its mouth at the base of
the mountain , and its terminus, or in
mining parlance , header,

’ in the Com
stock L ode ; also that its principal oh
ject is not to convey railroad or horse
car passengers or run canal boats

,
nor,

on the other hand , to find ‘ big bo

nanz as ,
’ all of which amusing inquiries,

among many others of like nature, have
been made of the writer. The origi
nal purpose of the work is two-fold ,
namely , to drain one of the greatest
precious metal deposits ever discovered
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of its never-failing flood of water, and
incidentally, also, to explore that great
deposit . So it was expressed in the
title of the Act of Congress of July 25 ,
1866, which granted the right of way and
other privileges to aid in the cons tru c
t ion of a ‘ draining and exploring tun
nel ’ to the Comstock L ode in the S tate
of Nevada. The enterprise should never
have been looked upon as an experi

ment or m ining venture at all , as it
simply applied to a new locality a sys

tem of mining for centuries in vogue in
E urope , and proved to be the most
rational in a mineral region of the Com
stock topography ; prominent examples
being the E rnst Augu st Tunnel in the
Harz Mountains, the R oth e s choeneber
ger T unnel at Freiberg, Saxony , the
Kaiser Joseph Tunnel at S chemnitz ,
Hungary, the great drain tunnel of the
United Mines near Redruth in Corn
wall

,
and the many drain tunnels (con

traminas ) of Spain and other countries.
But , owing to the impatient greed of

man for sudden riches, and to the mis
representations of the Comstock mine
owners, who desired to obtain control
ofthe tunnel by discouraging its prose
cution, the main objects of the work
were gradually lost sight of and the
general expectation warped in the direc
tion of hoping for ‘ big bonanzas ’ in
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for the immense benefits accruing to
them .

! The completion of the tunnel, here
alluded to , consists in an air-t ight cov
ered sub-drain now being excavated
under the car tracks to carry off the
s teaming hot water (temperature about
1 50 degrees) ; and when in a few days
s aid water shall have begun to flow off,
and the various mines, after being con
nectedwith the tunnel by drifts and
shafts, shall, in the course of t ime, have
been effectually drained , then one of the
great objects of the enterprise will have
been substantially realized and all the
other uses, benefits, and advantages of
the tunnel over and above that will be
pos tprceliapreemia.

The chief among these additional
advantages is th e facility which th e tun
nel will afford for extracting and smelt
ing the millions of tons of low-grade
ore which lie partly exposed to view
in the 200 miles Of shafts and galleries,
and partly sti ll concealed in the depths
of the Comstock mines

,
having hereto

fore been passed by as not likely to pay
for the expense of hoisting it to the
surface and of transporting it to the
mills and reduction works. The tunnel
will afford the cheapest possible way of
utilizing these immense ore bodies,
through the instrumentality of chutes ,
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by which the ore can be lowered into
cars and conveyed through the mouth
of th e tunnel to mills, which will be
erected near the Carson River and driven
by the water-power of that stream.

The correctness of this view is demon
strah le, i f we consider that this ore as
says from $ 10 to $20 per ton, and that
the expense per ton, from the time of
extracting it until it is in the shape of
bullion, under the old system , is at

least $20 ,
while through the tunnel and

mills at the Carson River it is estimated
that it will not exceed $8.

The tunnel will also serve as a great
air flue for ventilating and cooling the
whole net-work of the Comstock mines ;
its utility in that respect having been
effectually demonstrated, when connec
tion was made with the shaft of the
Savage Mine in the summer of 1878, in
the almost overpowering blast of air
which roared through the hori
z ontal feet of tunnel, and upward
through the perpendicular feet
of the Savage shaft to Virginia City

,

Clearing and purifying heated depths
which never had received a breath of
air from the outside world.

! It would be beyond the scope of

this brief and hurried sketch to do more
than merely mention the advantages
the tunnel will afford as a new basis of
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operat ions for working the mines thou
s ands of feet belowits own level ; for
conveying large numbers of miners to
their work by means of long trains of
cars, which may be run by steam at
short intervals on the double-tracked
road-bed

,
instead of lowering and hoist

ing a dozen men at a time in small
cages through perpendicular shafts ; for
carrying ice, cut from the Carson River,
or from the art ificial lakes formed by
the waters flowing from the tunnel, to
the hot galleries below the tunnel level,
at about one-twentieth of the present
cost (no small item, if it is considered
that many thousand tons are consumed
annually by the miners in the various
mines) ; for transporting to Virginia
City the 600 cords of firewood there
consumed daily

,
direct from Carson

River (on which it is floated down from
the S ierras) through the tunnel , instead
of through the circuitou s route Of the
Virginia Truckee Railroad, thus sav
ing an expense of fully $4 per cord for
exploring and utilizing the several veins
already cut by the four miles of tunnel,
and those that , judging from the surface
indications croppings ’

) on the slopes
of Mount Davidson , will probably be
met with in that unexplored country
west of and beyond the Comstock, which
the act of Congress permits the Tunnel
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the face of almost insuperable diflicul
t ies— interposed by man rather than by
nature—was something extraordinary ;
but the work itself also will showits
grandest success in being the means of
maintaining an immense mining popula
t ion in prosperous activity for centuries ;
thus corroborating the prediction made
fi fteen years ago by one of the greates t
living geologists, Baron Von Richt
hofen

,
that the amount Of nearly
which have been extract ed

from the Comstock L ode (nownearly
is but a small proportion

of the amount of silver awaiting future
extraction In the virgin portions of th e
vein , from the lowest levels explored
down to indefinite depth ;
and , again, that In case no tunnel should
be constructed , the treasures buried in
the unexplored depths of the vein will
be valueless

,
in the other they will be a

las ting source Ofwealth for the owners
of the mines, for the population of
Washoe, and that portion of the com
munity at largewhich depends more
or less on the products of the Com
stock L ode . —NewYork .DailyGraphic ,

July 21
,
1879.



VI I I .

Litigation to Foreclose the Mortgage.

THE foregoing is a brief description of

the property , a fractional part of the title

to which is represented by each one of

the two million shares Of the stock Of

the Company, and of which property

the shareholders of the Sutro Tunnel

Company will be wholly deprived
,
if

the pending foreclosure suit , brought by

Hugh McCalmont and William John

stone Newall , of L ondon, E ngland , as

complainants, against our Company as

defendant, in the United States Circuit

Court for the D istrict of Nevada
,
shall be

prosecuted to a successful conclusion and

decree favorable to the complainants, and

shall entail, as a res ult , the sale of the

property of the Company under execution.

The mortgage, which is sought to be
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foreclosed by said suit, purports to have

been executed by the Sutro Tunnel Com

pany to the complainants at SanFrancisco,
on January 4, 1877.

And here the writer will be pardoned

for digressing for an instant and paren

thetically saying a few words personal to

himself, but necessary in viewof many in
qu irie s . At the time said mortgage was

given , and during the period from 1875 to

1880, I was at intervals one of the attor

neys for the Sutro Tunnel Company, but

not, as at the present time, its general

attorney and adviser. My professional

duties to the Company extended no

further than to take charge of such mat

ters as arose in the Interior and other de

partments of the United States Govem

ment at Washington, under the Act of

Congress Of J uly 25 , 1866, hereinbefore

set forth, and of such occasional litigation

as arose from time to time in regard to th e

affairs of the Company here in the E ast.

I was not cognizant of, nor consulted in
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be advanced , and interest at 12 per cent . per

annum ; the interest to be paid half yearly

on the first days of January and July
of each year ; and that ! in case default

s hall be made in any payment of inter

est, the Company ! will forthwith pay

all principal moneys for the time being

owing on the security of the mortgage.

On March 28, 1878, the alleged indebt

ednes s , by reas on of
! further advances,

had increased to and a s up

plemental agreement was entered into,
whereby the time of payment of the

s aid principal, together with any further

advances, was extended to January 1,

1891, with the same provisions respect ing

the payment ofinterest, and ofthe prin

cipal sum upon default in the payment of

the half yearly interest .

It was owing to the alleged default in the

payment of interest (the first default hav

ing occurred on January 1, 1881) that the

present suit was commenced (March

22, the alleged indebtedness then
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amount ing to besides inter

est claimed as remaining unpaid thereon,

to the amount of and which

has been augmented, i f calculated at the

rate of 12 per cent . , by about

monthly ever since.

Besides said sums the complainants ,
under a certain resolution passed by the

Board of Trus tees of the Sutro Tunnel

Company on September 1, 1880 , also

Claimed compound interest at the rate of

another 12 per cent. per annum upon said

unpaid back interest of

On the same day on which the s uit

was commenced (March 22, on ap

plicat ion of the complainants—the mort

gagees
—an order was made by the Court

appointing a Receiver of all the prop

erty of the Sutro Tunnel Company ,
without any Opposition on the part of the

Company, or any attempt thereafter to

have the said order vacated, or modified .

The late President ofthe Company,Charles

W. Bru sh,was appointed Receiver by s aid
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order, but he was almost immediately
succeeded , on April 1, 1886, by the

late Vice-President, William Johns, as

such Receiver, who is still a trustee in
the Company and continues to be its

Receiver .

On March 29, 1886, the defendant, the

Sutro Tunnel Company, fi led a general

notice of appearance in the suit . Subs e

quently a plea to the jurisdiction of the

Court was fi led on behalf of the Company,

and argued , but was denied .

Thereafter, on July 5 , 1886, the de

fendant fi led a formal answer to the bill of

comp laint
,
merely denying its allegations,

not being under oath, and setting up no

affirmative defenses. The usual formal

replicationwas fi led to the answer by the

complainants, and shortly thereafter the

taking of testimony in the casewas begun
at San Francisco, California, pursuant to

stipulation between the attorneys. Said

testimony consisted wholly of such as was

offered by the complainants, andwas given
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claimed by them , and, in a speedy sale, on

execution, o f all the property of the Sutro

Tunnel Company . The case not having

been reached for trial in its regu lar order
,

the foregoing cond ition of affairs cont inued

unchanged until January 29, 1887, when

the petition, drawn and suggested by me,
and hereinafter more particularly men

tioned, was fi led in the Court at Carson

City on behalf of certain New York and

other eastern stockholders for leave to in

tervene and defend the suit on their own
behalf. What the said condition ofaffairs

was
,
in its bearing on the future of the

Sutro Tunnel Company, may be inferred

from the following, written by Mr. S . M .

Wilson , the leading lawyer of California,
and contained in one of the briefs pre

sented to the Court in connectionwith said

petition

The D irectors of the Corporation
defendant and their solicitor say, th at
they see no chance of any defense, and
practically abandon all ofresist
ance in whole or in part .
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It is indisputable then that the Cor
poration is on the very verge of de
struction— it is in articulomortis . The
decree which the D irectors and their
solicitor deem inevitable will not only
be a total destruction Of all corporate
rights, but compel a final cessation of
all business and bring the Corporation
to a virtual death .

! Here the mortgage , purporting to

cover all the rights, privileges, fran
ch is e s , and property, and even the books
of account of the Corporation , and a
decree of foreclosure and sale of all
these being sought, we have such a

strong case of the impending total de
s truction of all corporate rights as will
compel a suspension and final cessation
ofall its business and bring the body
politic and corporate to a virtual
death .

”

Until the time ofthe signing ofsaid pe

tition, which const ituted the first step in

my plans for endeavoring to save the

property Of the Company in the interest

of the stockholders
, th e latter had taken

no steps whatsoever in the ligitation, for

their own protection .

My attention was first called to the
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commencement of the suit to foreclose the

mortgage by several stockholders of the

Company. These gentlemen consulted

me regarding the matter in an informal

manner, about the month of April
,

1886.

Having for about six years previous to

said time taken hardly any interest in the

affairs of the Company, nor been connected

with it in any way whatsoever, not owning

a single share of stock, and my former con

nection, moreover, having proved anything

but profitable to me, I naturally felt rather

an aversion to being in any manner again

ident ified with S u tro Tunnel matters. I

was nevertheless induced to make a cursory

examination of the rumored litigation

and of the affairs of the Company, and

during such examination perceived that

the Company was, for the first time in

its h istory , earning a substantial income.

After considering what might be done to

protect the stockholders, who had con

s ulted me, I e ntered into some corre



https://www.forgottenbooks.com/join


106 S utro Tunnel Company.

an early trial of the case, I received the

following

San Francisco , January 8, 1887.

To Theodore Sutro,
Counselor at Law, 292 Fi fth Avenue,
NewYork.

E vidence closed ; case to be argued
next month , possibly sooner.

E dmund Tau s zky.

Feeling convinced that all would be

lost , the property sold, and the stock ex

tingu is h ed, unless immediate action were

taken, I felt it my duty to direct the

attention thereto Of such gentlemen as

h ad conversed with me, as aforesaid , about

their shares of stock, and advised them to

call a meeting of the stockholders to take

immediate and concerted measures to pro

tect themselves. After much discussion

with various stockholders, much pers ua

sion
,
and endless explanation on my part ,

and also many annoyances, and a great

deal of senseless opposition from some

quarters , an informal meeting was at las t
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called , mainly with the energetic and in

telligent co-operation of Mr. Horace H .

Thayer, and through the medium of an

advertisement , which meeting was held in

the city of New York, on January 12, 1887,

at the office of Mr. Herman R . Baltzer,

himself a stockholder
,
and one of the first

to interest himself in the matter.

The following brief account of said

meet ing, which appeared in the San Fran

cisco E vening Bulletin, at the time, will

be su fficient

SUTRO TUNNEL.

Special to the Bulletin.

NEW YORK, january 12.

—A meet
ing of the Sutro Tunnel stockholderswas
held here to day, andwas well attended .

Many prominent mining operators were
present . Theodore Sutro of this city
presented a petition for signatures.
It is addressed to Nevada

’

s Circuit
Court . He said it was an absolute
necessity that the stockholders shou ld
sign it , in order to protect the ir rights.
The petition recites that McCalmont

Brothers 8: Co. , of L ondon , holders of
the present mortgage

,
had acquired and
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remained in control of the Company,
through the ownership of a bare major
ity of the stock ; that the trustees and
officers of the Company elected by them
had executed the deed of trust or mort
gage in suit , and that the officers
elected by the mortgagees have now
made a merely formal answer to the
application for a foreclosure, and cannot
be expected to protect the minority
shareholders. In conclusion, th e peti
t ion asks that the signers or any one of
them be allowed to defend the suit by
separate counsel ; also that a final hear
ing of the foreclosure suit be postponed
in order to give them time to prepare
evidence. A resolution approving the
petition was unanimously adopted , and
the following committee of s igners was
appointed to protect the m inority stock
h olders : H . H . Thayer, Bryce Gray , J .

C . Reiff, L . von Hoffmann Co. , H .

R . Baltzer, Hermann Stu rsberg, Palmer
LOwengard as agents, S imon S . S tern,
Charles F . Tag, I . S . Bernheimer, H . B.

Smith , V . R . Martinsen and John Pon
dir. The petit ion will be forwarded to
Nevada. Statements were read at the
meeting, . showing that the original
mortgage was about and had
increased to about in 1878.

The present principal is about
000 with accrued interest of
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such defenses ; the ground for making

said applicat ion being mainly, that the

S utro Tunnel Company itself was not

bonafide defending the action.

In order to induce performance of the

aforesaid services, I had to indulge in con

t ingent promises, as I myself had received

no compensation whatsoever, nor had any

funds been contributed for the purpose of

retaining any other attorneys.

Through the efforts principally of Mr.

Horace H . Thayer, and as a result of cer

tain resolutions adopted at said meeting

of January 12, 1887, a number of stock

holders were induced to contribute,

though with evident misgivings, a trifle of

one cent per share to help defray pre

liminary expenses
,
and in this way at last

a few thousand dollars were accumulated

and applied toward necessary disburse

ments. To those who voluntarily created

this small fund at that critical period all

the other shareholders of the Company

owe a great debt of gratitude ; and the
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first surplus moneys which the Company

may have in its treasury should be ap

plied to repaying to the stockholders,
who made said contribution for the benefit

of all the rest , the amount s o advanced

by them .

The petit ion was duly fi led on January

29, 1887, as already mentioned , and there

with the first step in my general plan was

taken , that step being intended to procure

time for the stockholders, within which to

devise measures to protect their property ;
the paramount importance of obtaining

such time I had already urged upon th em

in my address to them at the meeting in

New York, and it was in fact likewise
stated in the petition itself. The hearing

of argument on the petition was set for

February 7, 1887, adjourned to February

10, 1887, and on the latter date argued at

Carson City
,
by Mr. S . M . Wilson (who

had meanwhile been retained as asso

ciate counsel) , and by Mr. Tau s z ky,
on be

half of the petitioning stockholders
,
and
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by Mr. L ouis T . Haggin o f San Francisco ,

the solicitor for the complainants in oppo

s ition. The Court took the matter under

advisement , granted leave to counsel to

fi le briefs in support of and in opposition

to th e application until March 2, 1887, and

ordered a stay of proceedings meanwhile.

Thus already one advantage had been

gained , in that it gave a breathing spell

for formulating plans for further ac

Having serious misgivings as to the

granting of the petition for intervention

at so advanced a stage of the case, which

latter had been pending already for nearly

a whole year, and also owing to the lack

of certain formalit ies which , under the

rules of the Court
,
I considered essential

,

but found it utterly impossible to comply

with at that t ime, I deemed it prudent

already then, in furtherance of my general

plan , to call the attention of the Commit

tee of Stockholders to the importance of

taking immediate s teps to be present
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H . R . Baltzer, Chairman, H . H . Thayer
,

Secretary and Treasurer, and Otto L Owen
gard) , and especially of Mr. Thayer, prox

ies for over s ix hundred thousand shares

were gradually accumulated and then came

long discussions with the committee as to

the advisability of my proceeding to San

Francisco to see what cou ld be done in

regard to the election and the litiga

tion.

The comm ittee were obviously not in

a position to offer any inducements, but I

was nevertheless at last persuaded to un

dertake the journey, and a portion of the

one-cent fund was paid me toward de

fraying my traveling expenses ; and so

on February 24, 1887, I started for San

Francisco , rather reluctantly I must con

fess, for I felt that I had assumed an

enormous responsibility, and personally a

great risk, not only from a pecuniary but

professional point of view, in thus s ud

denly leaving my practice in New York ;

for, as I had already freely expressed my
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s elf before leaving, I had doubt about

the eventual granting of our petition, and

was also , at the same time, not in a posi
tion to carry the annual election in the ln

teres t ofthe stockholders, as, in sp ite ofthe

most strenuous efforts, the total amount

of the proxies wh ich we had been able to

obtain up to that time was for only about

Shares, and itwas , of course, nece s
sary that we should have a quorum , that

is to say, over one million shares, or prox

ies therefor
,
in hand , in order tomake sure

that the election or annual meeting could

take place at all , as provided by the by
laws of the Company. Nevertheless, I

also felt that my journey at that t imewas
absolutely essential in furtherance of the

general plan, so that I might be on the

spot to consult with my associate attor

neys
,
and acquaint myself more thoroughly

with the affairs of the Company by per

sonal interviews, and by investigation of

the books and records, and in that way de

vise
,
perhaps

,
some other plan of rescue
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in case both the petition and election

should fail us.

On March 2, 1887, I arrived at San

Francisco . Beingwholly unacquainted in
s aid city, and finding, upon inquiry, that

no one took any special interest in the

afl
'

airs of the Sutro Tunnel Company

there, except one or two members of the

old Board of Trustees and Mr. John L an

ders
,
who owned some shares of stock

(and who has recently been elected Vice

P resident of the Company) , and finding

that everybody regarded the Sutro Tun

nel Company as having arrived at a point

at which it would soon cease to exist, and

that it was past all hope of redemption or

rehabilitation , I had the greatest diffi culty

to induce any gentlemen of responsibility

to consent to act as members of a new

Board of Trustees. Through a great deal

ofpersuasion, however,— and some impor

tunity, I fear,— during the few days left

before the day of the annual election

(March 7, I managed to secure
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feat the holding of any election , i f they

could do so , bywitholding their proxies,
as in that way their own Board of T rus

tees, already in office, would have been

able to hold over for another year.

Perceiving their tactics, and having ex

hansted arguments and protests against

their course
,
I adopted the expedient of

bringing about an adjournment of the

meeting to the 28th day of March , 1887,
so that we might gain time for the purpose

of negotiating about the settlement of

the lit igation , and , as a consequence, of

possibly arriving at some agreement with

the McCalmont party about holding an

elect ion on the adjourned day. But the

intention more especially was, that by

March 28th the stockh olders, in whose in

teres t I had been acting, might be ln

du ced to send suffi cient additional prox

ies
, so that we might be able to control

the election without asking any favors

of the oth er side, and in thatway become
masters ofthe situation.
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In pursuance of that plan, on the even

ing ofthe 7th day of March, immediately

after the adjournment of the meeting, I

sent the following telegram to New York

San Francisco , March 7, 1887.

To Horace H . Thayer,
Room 123, P roduce Exchange,
New York City.

Managed adjournment to 28th in

stant, because must have majority stock.
Advertise immediately for more proxies.
Advise against transfers.

Theodore Sutro .

On March 9th an advertisement , sub

s tantially to the effect as suggested in the

forego ing telegram , was inserted in the

New York papers and a few days later I

sent the following telegram

San Francisco, March 10, 1887.

To Horace H . Thayer,
! Room 123 , Produce E xchange,

New York City.

Get all proxies possible. Have all
shares in names of persons unwilling to
give their roxies transferred to real
owners . mpres s upon stockholders



120 s utro Tunnel Company.

great value ofproperty about which am
nowfully convinced. All stockholders
should nowhelp

Theodore Sutro.

T h e t ime for the filing of our final brief

in support of the petition of the stock

holders for leave to intervene, having ex

pired on March 2d, but having been ex

tended from week to week, I now direct

ed my attention , in conjunct ion with th e

other attorneys in the case, to the prepara

tion of said brief
, and it was fi led on the

18th day of March, 1887,which was the
latest day to which the matter could by

any possibility have been postponed. The

following Monday, March z l s t, was the

day on which the Courtwas to render its
decision on the petition and dispos e of the

question when the final hearing in the

case shou ld take place, and on that day

came the telegraphic news from Carson

City, in answer to a request from me for

information, that our petit ion, as I had

feared all along, had been denied , and that
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man and Secretary ofthe E xecutive Com

mittee , Messrs. Baltzer and Thayer, urging

upon them the necessity of obtaining every

possible proxy and of leaving no stone nu

turned in the effort to secure representation

of over a million of shares at the adjourned

meeting on March 28th , and I did so in full

appreciation of the risk I ran of somewhat

annoying those gentlemen by the persist

ence ofmy demands in that direction .

A s it was absolutely essential that I

should be present at the annual election

ofthe Company, and, also deemed it im

portant personally to attend in Court at

the time of setting the case for final hear

ing, and as both of these events were to

take p lace on the same day, the former in

San Francisco and the latter some 500

miles away at Carson City, Nevada, I di

rectedmy attention to a possible postpone

ment of the Court proceedings, and man

aged , after considerable trouble , in having

them adjourned forone week to April 4th .

Having about a week before the 28th
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day of March heard from New York that

the prospect for acqu iring proxies sufh

cient , with those already obtained , to rep

resent a majority of the shares, was favor

able
,
I immediately endeavored to have

the books of the Farmers’ L oan and Trust

Company (the transfer agents of the Com

pany in New York) Closed in time, so that

we might not lose any of our proxies by

transfers, and with the co-operation of

Mr. Ames, the Secretary of the Company,
I s ucceeded in accomplishing that

,
and

shortly thereafter received the intelligence

from Mr. Thayer that s uflicient additional

proxies, in order to give u s control of a

little over one million of shares, were on

their way to San Francisco . Great credit

is due to Mr. Thayer for devoting himself

s o promptly and assiduously to the work

of obtaining, in th e short space of two

weeks, so many additional proxies, with
the co-operation of the other members

of the E xecutive Committee, and of Mr.

Hermann Sturs berg, a member of the
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General Committee, and one of the earli

est friends ofthe Sutro Tunnel enterprise.

Without entering into a more detailed

statement of my
.
course immediately be

fore and at the adjourned meeting, suffice

it to say that the latter took place on the

28th day of March, 1887, and , as a result

thereof, five out of the seven Trustees were

elected in the interest of the stockholders

whom I represented, and in that way we

gained , to a large extent, what had been

denied u s theretofore in consequence of

the reject ion of our petition
,
namely, a

standing in the litigation, no longer now
as third persons, begging and praying to

be allowed to defend their rights and their

own property, but as the party defendant,
th e Sutro Tunnel Company itself, entitled

to recognition in the suit , and in a posi

t ion to be heard upon the trial
, and to

take whatever steps might be deemed ad

visable thereafter for the purpose of car

tying the case
,
if necessary

,
on appeal to a

higher Court.
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was also the one of that Board who (s ec
onded by Judge Thomas P . Stoney, also

of the old Board) init iated measures in

the interest of the eastern stockholders
,

andwas the mover of a resolution inviting
my associate attorneys and myself to co

operate with the attorney for the Com

pany, Col. M . N . Stone, of Virginia City,
Nevada, in defending the suit ; Mr. Cahn

is well known as the Manager of the L on

don , Paris, and San Francisco Bank. Mr.

John L anders (the Vice- President of the

Company) is the General Manager for

California of the Manhattan L ife Ins ur

ance Company of New York, the presi

dent of several mining companies, and a

man of considerable practical experience

and enterprise . Mr. Moritz Meyer (the

President of the Company) is a member

of the firm of Daniel Meyer 8: Co. , a mil

lionaire banking-hou s e of San Francisco
,

andis als o Cashier of the Bank of Nevada,
at Reno, Nevada ; having been until re

cently a resident of New York City, he is
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sufficiently well known to the stockhold

ers. Mr. Frederick R oeding, Vice-Pres

ident and Cashier of the German Savings

and L oan Society of San Francisco, is

one of the bes t known German gen

tlemen there, a man of great business

and financial experience, and highly re

spected. Mr. Mountford S . Wilson , an

able young lawyer and of excellent busi

ness tact, is the son ofS . M . Wilson , E s q
— the latter being of counsel in the pending

litigation, and standing at the head ofthe

Bar in California, and being President of

the Bar Association ofSan Francisco .

And I may add that also the two remain

ing trustees (elected by the McCalmont

party) , namely, Messrs . Pelham W. Ames,
and William Johns (the Receiver in the

pending litigation) , are displaying a com

mendable degree of fairness in th eir

course ; and it is due to Mr. Ames to say

that he has just ified his re-election as

Secretary of the Company, through the

interest which he has shown in its con
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tinued existence
,
and in the rescue of its

property
,
and through the valuable infor

mation which he has been able and ever

ready to impart in consequence of his thor

ough familiarity with , and great experience

in the affairs of the Company, through his

long years ofservice as its Secretary (since

August 2,

The newly elected Board of Trustees,

therefore, is unexceptionable, and the

property and affairs of the Company are

in good hands.

The Carrying ofthe elect ion, while the

litigationwas still undetermined, was un

doubtedly a great point gained (and let

it not be forgotten that the suit was not

closed in consequence of the additional

time obtained, in the first instance, by th e

fi ling of our petition) , but yet we were not

in a position to present such defenses to

the suit as I thought might and ought to

be presented and as had not been suf’h

ciently, or at all, introduced in the evi

dence so far taken, nor pleaded in the
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granting of the petition, that certain out

side stockholders were being deprived of

certain rights , but on the ground that the

de fendant itself, be ing nowin entirely new
hands, was entitled upon good cause

shown, and in so exceptional and large
a case as this special one , to present what

ever additional defenses it might satisfy

the Court to be important for the protec

t ion of its own rights.

I n pursuance of that view, we served

notice on the attorney for the complain

ants of an application to the Court for

leave to the defendant Company to amend

its answer by pleading additional de fenses,

and to take testimony in support of the

allegations contained in the proposed

amended answer, and noticed the hear

ing of said application for the 4th day of

April, 1887, being the same day on which

the case was to be s et for final hearing.

We also gave notice of several other ap
plications on behalf of theCompany, among

them, one , that the money in the hands
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ofthe Receiver, amounting already at said

time to about and which was
lying idle, bearing no interest whatsoever,

whereas against us, interest at the rate of

12 per cent . was continually accruing upon

the mortgage, should be paid over to the

mortgagees , but without prejudice in any

way to our rights or defenses in the case.

Another application, which I proposed to

make on said day, was that a regular

monthly sum should be paid by the R e

ceiverto the Company for its current busi

ness expenses, and for which latter, up to

that time, the Company had been, to a

large extent , dependent upon the disere

tion of the Receiver.

I left San Francisco forCarson City on

the afternoon of April 3, having, in the

midst ofthe many other pressing matters

which had engrossed my time, made such
preparation for the argument as, under

these disadvantageous circumstances, had

been possible ; and yet I felt that my suc

cess or failure upon my application to the
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Court on the following day would be of

the utmost importance on the question of

the continuance or extinction ofthe Sutro

Tunnel Company, as, in spite of whatever

had been gained at the election, that

would all again be lost, if the case should

at that time be pushed to a final hearing,

judgment entered , and the stockholders

driven to the alternative of either losing

their property altogether, or of redeem

ing it at a price so high that redemption

would be entirely out of the question.

I f I felt the responsibility of my posi

t ion at the time I left New York for San

Francisco , that feeling was intensified on

the day on which I departed from San

Francisco for Carson City, in viewofthe

attitude of the complainants and the

previous temper of the Court on the ques

tion ofgranting us time. Byway of illus

tration, the following encouraging letter

from a gentleman intimately acquainted

with the condition of affairs at that time,

and which was handed to me as I was on
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present were new and material ; and upon

the further fact that the complainants

could not possibly be prejudiced by any

brief delay which might be caused in con

sequence of granting the applicat ion of

the Company for leave to amend its an

swer, and to take testimony in support

thereof ; and met the principal argument

advanced by the other side, in opposition

to our application, by laying special stress

upon the fact that , although it was true

that the suit had been pending for nearly a

year, nevertheless the stockholders could

not be charged with laches , because the

control of the Company, and as a result

the lit igation, had theretofore, and ever

since the commencement of the suit, been

entirely in the hands of the complain

ants.

Without entering into further details in

regard to the various arguments adduced

by the attorneys for the complainants, and

by myself
,
I may s ay in brief, that Judge

Sabin, after a most pat ient hearing ofboth
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sides and due consideration of the matter
,

granted the application, and allowed the

Company to fi le all the proposed amend

ments, and, in the matter oftime, gave us

forty days within which to take further

testimony, and forty days thereafter to the

other side to take testimony in rebuttal.

The other appl ications were also success

ful
,
the Court directing the Receiver to

pay over to the complainants without

prejudice to the rights of either party in

the litigation ,whatever moneywas then in
his hands, and whatever moneys would

come into his hands during the pendency

ofthe litigation, always retaining, however,
the sum of for any contingent ex

penses that might arise in relation to the

Company ’s property , and also directing

him to pay to the Company a monthly

s um for its business expenses.

After some days spent in the examina

tion of the records in the case at Carson

City , and thereafter in a visit to the prop

etty ofthe Company, for the purpose ofin
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ves tigating the Sutro Tunnel itself and its

surroundings, as a bas is for such report as

I have endeavored hereinbefore to make

to the stockholders, I returned to San

Francisco on April 14th , and with my

associate attorneys immediately began to

take steps to introduce testimony . A s a

part of our plan, in the taking of said testi

mony, we prepared interrogatories for cer

tain commissions to issue to Baltimore,

Maryland ; L ondon, E ngland ; and Paris,
France, to examine respectively Charles

W. Brush , ex-President ofthe Company,

Hugh McCalmont, one of the complain

ants, and Joseph Aron, who was one of

the first friends and supporters of the

Sutro Tunnel enterprise , the first Presi

dent of the Company, and to whose en

couragement and valuable services the

completion of the work is, in a large meas

ure , due .

The foregoing matters, and also others

which arose in connection with the man

agement and organization of the Com
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the commissions went forward on June

6th . Considerable testimony also has

already been taken and quite a number of

additional witnesses examined at San

Francisco on behalf of the Company, in

support of its amended answer.



Negotiations forSettlement ofthe Litigation.

IMMEDIATELY upon my arrival in New

York
,
I entered into negotiations with

Messrs. Alexander Green , counsel for

the complainants in the suit, with a view to

a possible settlement, and after various in

terviews with them and with their immedi
ate clients, Messrs. K idder, Peabody 8: Co. ,

ofth is City, agents of McCalmontBrothers

Co. , a certain proposition was
.

enter

tained by Messrs. Alexander 8: Green and

s ubmitted by them to the complainant s

at L ondon , E ngland, who have lately sig

nified their acceptance thereof.

The following correspondence w ill best

explain these negotiations, and show ex

actly on what basis the complainants will

be willing to discontinue the foreclosure

proceedings, and also , in a brief way, why

it was deemed bes t, under all the circum

stances, to arrive at some settlement .
139
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The following is the letter, hereinbefore

mentioned , written by me from San Fran

cisco , before we had carried the annual

election

SAN FRANCISCO, March 12
,
1887.

MCCALMONT, et al. ,

SUTRO TUNNEL CO .

L OUIS T . HAGGIN, E s q .

! D ear S ir Referring to our conversa
tion of last Wednesday, in the course of
which I took occasion to express to you
my views of the advantages to the com
plainants of settling the above-entitled
suit , and you suggested that I should
formulate some plan, I would nowpro
pose as a basis of settlement , that the
complainants reduce their demand to

the amount of the principal sum alleged
to have been loaned by them to the de
fendant corporation , with the addition of
simple interest at 6 per cent . per an

num, and that they extend the time of
payment of said principal s um to July 1,
1894
Assuming the principal sum to be



https://www.forgottenbooks.com/join


142 S utro Tunnel Company.

The foregoing proposition is made
without prejudice to any rights or de
fens es in favor of the stockholders or
the Corporation , in the above entitled
suit , if not settled.

! You would oblige me by an early
answer.

Yours truly,
THEODORE SUTRO .

No letter was received from Mr. Haggin

in answer to the foregoing.

The following letters passed between
Messrs. Alexander Green and myself

since my arrival at the City of New
York

IoWALL STREET,
NEW YORK, May 13, 1887.

THEODORE SUTRO, E s q.

99 Nassau Street.

MCCALMONT

SUTRO.

D ear Sir : You called upon me

yes terday and as attorney for the Sutro
Tunnel Co . made a proposition for set
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tlement of this suit , which, as I under
stood it, was as follows :
You proposed that the complain

ants should be allowed simple interest
at the rate of 12 per cent . per annum
upon the amounts secured by the mort
gages now under foreclosure in this suit
from the dates when such respective
amounts were paid or advanced by the
complainants to date . That the amount
already paid by the Company for interest
should be credited upon the amount of
interest calculated as above. That th e
balance of the interest due, calculated
in the manner above described , together
with the entire principal s um secured by
the mortgages, shou ld be capitalized and
a newmortgage s ecurity for the amount
o f such principal and such balance of
unpaid interest should be taken by the
complainants, the amount to be se
cured thereby to bear interest at the
rate of 6 per cent . per annum . Such
mortgage to contain a sinking fund
clause providing for the payment of say

per annum on account of prin
cipal. The life of the mortgage s o to be
given to be, say, 15 years.
This proposition has been submitted

to our clients, and we are instructed by
them to say that they decline to consider
the s ame. Yours respectfully,

WM . W. GREEN.
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99 NASSAU STRE ET,
NEW YORK, May 2 1, 1887.

HUGH MCCALMONT, et al. ,

SUTRO TUNNEL CO.

Messrs. ALEXANDER GREEN,

No . 10 Wall Street, City.

Gentlemen With a view of ending
further litigation in the above-entitled
suit, and in considerat ion of the advan
tages necessarily accruing to both par
ties, by placing the Company again in
possess ion of and enabling it to improve
and develop its property and thereby
enhancing the value of your mortgage
s ecurity , which this very litigation tends
to deteriorate

,
I have made several pro

positions of settlement to you on be
half ofthe stockholders and of the Com
pany. Iwas under the impression that
it would not be necessary to pay wholly
in cash, but that your Clients would ac
cept in part or even in whole payment
a new mortgage, upon some basis where
by they would be assured , beyond a rea
sonable doubt, of ultimate payment of
principal and interest .
These propositions were made in
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representat ives of your clients, and in
the presence of your Mr. McCook, when
I took occasion to elucidate the import
ance to us of knowing exactly on what
basis the suit might be settled ; that , i f
neces sary, I desired to make an effort to
obtain funds, and that these would have
to be contributed by the body of th e
stockholders, but that , as a preliminary
thereto , I must necessarily know th e

precise sum which would be required ;
and I also explained the difl‘iculty of ob
taining immediately any large amount
in cash. I was informed , however, that
it would be impossible to entertain any
proposition except one for an entirely
cash payment, and, in order to facilitate
a settlement , we are willing to modify
our proposit ion in accordance with said
s uggest ion.

It remains then to decide, if possible,
what the amount of that cash payment
shall be, and that this is essential before
we can undertake to appeal to the stock
holders to advance any funds whatso
ever, is self-evident and to endeavor to
arrive at some agreement on this point ,
is the object of this letter.

! Without dwelling upon the merits
ofeither the prosecution or the defense
herein , it must be conceded that the
litigation promises to be of a protracted
character ; that in the mean time your
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cl ients will be kept out of their money
that through this very litigation, th e

value of the defendant ’s property, and
therefore of the complainants

'

Security,
must deteriorate ; and that, as is the
case in all law suits, there must , even
from your own stand-point , be doubt as
to your complete success, whether it
be in obtain ing a decree for the full
amount of the complainants’ claim , or
in fully satisfying it by a forced sale of
such portions of the Company ’s prop
erty as you might ultimately be able to
reach by execution .

! I f
,
there fore , the Sutro Tunnel

Company should wholly withdraw its
defenses and consent to settle your
claim by a cash payment , your clients
must also , in consideration thereof,
make an equ ivalent concession . The
withdrawal of any claim for compound
interes t l Shall not regard as any in

du cement ; said compound interest is
not sued for by you , is not provided for
in the mortgages, and any Claim to it
must be founded upon grounds and Cir
cums tance s which, in our opinion , ren
der it absolutely inval id. We do not

hesitate to assert that you are not eu
titled to and cannot possibly recover
any compound interes t , and it remains
then to cons ider what it would be
proper to expect from your Clients.
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From figures furnished to me by th e
Secretary of the Company, the principal
of the mortgage and the installments of
interest thereon at 12 per cent . would ,
on July I , 1887 foot up as follows

(E . and O. E .)
Amount of principal
Installments of interest at 12
per cent .

Total
The Company has paid on
account of interest

Which would leave a bal
ance on July I

, 1887, of

from which, however, would have to be
deducted such sums as have already been
or may hereafter be paid over by the
Receiver

,
without prejudice to our

rights
,
under order of Court ofApril

Said balance of would
represent the maximum amount of the
most favorable decree which your Clients
might Obtain on July 1, 1887, after a
trial of the case on its merits, assuming,
for the sake of argument

,
that such were

possible.
! In fact , however, a final decree in
your favor herein must necessarily be
long deferred ; is, under the most ad
vantageou s C ircums tances , by no means
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still less since the Company has had an
earning capacity , and in contemplation
of th e more recent and present rates for
money on the Pacific Coast .
It would , in our opinion, be reason

able to ask your clients to reduce the
rate of interest to 6 per cent . which would
still leave it
Add to this the full amount
of the principal .

would make the sum total
D educting as before the
amount of interest paid

would leave a balance of
Our proposition then would be this :

That the Company agree to pay in cash
within s ix months from July 1

,
1887,

the said s um of less such
sums as have already been paid or may
hereafter be paid over by the Receiver
u nder order of Court as aforesaid ; that
the litigation continue uninterruptedly,
except that the final hearing be not s et
earlier than January 1 , 1888, and that
if the Company should fail to pay said
s um on or before said last-mentioned
date , you shall no longer be bound by
the agreement .

! The final hearing can in no event
take place before November, 1887, so
that the limit of time hereinbefore
s uggested will hardly delay the s uit, and
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it will be no easy task to raise s o large a
s um of money, as will be required , under
this proposition, from the body of the
stockholders (who are the ones who will
have to make the contribution) within
s o short a period .

As it is of importance that I should
have an answer to this letter as soon as
possible , in order to begin immediately
to take active steps to procure money ,
I have acted upon your suggestion and
have sent a copy hereof to Messrs.
K idder, Peabody 8: Co .

Yours truly,
! THEODORE SUTRO ,

Attorney for defendant .

IoWALL STREET,
NEW YORK, M ay 23, 1887.

THEODORE SUTRO , E s q. ,

99 Nas sau Street.

MCCALMONT

SUTRO .

D ear S ir : We are this morning in
receipt of your favor of the 2 15 t, in

relation to settlement in this suit.
! The propo s it ions which you have
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heretofore made have been embodied
in writing, first

,
by your letter to Mr.

Haggin , and second , by Mr. Green
’s let

ter to you , which you confirmed .

Without discussing what has passed
heretofore on the subject of settlement,
and without affirming or denying any
of the statements in your favor of the
l t inst . , we beg to say in reply to that
letter that we are instructed by our
clients, that a definite reply to the same
will be given you about the 15 th day of
June , and that meanwhile you can have
a fair amount of assurance that such
reply will be favorable in some of its
points. The decision , however, will be
in a measu re dependent upon the te

sponsibility attached to your offer, when
the matter is discussed in L ondon , and
it would therefore greatly facilitate your
client

’

s interests in any proposit ion of
settlement , if you could inform us, prior
to the departu re of the steamship
E truria, on the 28th inst . , just what

your plans are likely to be for the rais
ing of the cash contemplated in the
proposition contained in your letter of
the 2 l s t, what reasonable assurance
you have of success in that regard, and
what financial backing you can nowgive
assu rance of.

Yours very truly,
! ALEXANDER 8: GREEN.
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could do within that brief periodwas to
obtain inclosed indorsement from the
committee which originally appointed
me attorney for the stockholders

,
and

which represents the latter.
! The gentlemen who have signed
said letter, Messrs. H . R . Baltzer of the
late firm of Baltzer L ichtenstein ,
Horace H . Thayer, Otto L Owengard
(constitu ting the E xecutive Committee),
and R . V. Martinsen , H . Sturs berg of
Hermann Sturs berg Co.

, F . Kruse of
L . von Hoffmann 8: Co. , and S imon S .

Stern, of the General Committee, being
a representative body, their statements
and opinions ought to have great weight.

! I wou ld add my own strong cor
roboration of what they s ay, and state
that , even if the plan mentioned in their
letter

,
for raising money, should fail, I

have others available.
! Our method of raising the money,
however, must, after all , permit me to
add, be of minor importance to you r
clients, and even total failure on our
part would not prejudice them under
the term s of settlement , as proposed in
my letter to you of 2 15 t inst .
Hoping to receive a definite answer

from you at the earliest moment pos
sible,

I remain yours truly,
! THEODORE SUTRO.
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NEW YORK, May 27, 1887.

THEODORE SUTRO,
E s q

Attorney for the Sutro Tunnel Co .

D ear S ir : We have read your let
ter of 2 15 t inst ., addressed to Messrs.
Alexander Green, and their answer to

you of 23d inst . , both in re lat ion to a
proposed settlement of the pending
foreclosure suit of McCalmont, et al. ,
vs . The Sutro Tunnel Company.

As a Committee of Stockholders,
representing the body of the stock
holders of said Company, duly ap
pointed at a meeting held in the City
of NewYork on January 12, 1887, we
herewith declare that the proposition of
settlement, as contained in your said
letter

,
meets with our entire approval ;

that we hereby pledge our earnest s up
port and active assistance in recom
mending said proposition to the other
stockholders ; that , from our acquaint
ance and conversation with a large num
ber of said stockholders, severally own
ers of many shares of stock, we feel
assured that the sum of money men
tioned in your said proposition can be
procured from them within the period
oftime also mentioned in your said let
ter, and that , so far as we are personally
concerned , we are willing to join the
other stockholders in advancing our pro
rata of said sum on the plan s ugges ted
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by you to u s , which we consider entire
ly feasible , and which meets with our
unqualified approval ; said plan being,
as we understand it, to call upon the
stockholders to loan to the Company
said sum of money on mortgage bonds
at a reduced rate of interest.
We also desire to state that we fully

coincide with you in the statement con
tained in your said letter, addressed to
Messrs. Alexander Green , that it
would not be practicable to call upon
the stockholders for any advances until
it be definitely agreed what the precise
s um of those advances will have to be.

! We hereby authorize you to trans
mit this letter to Messrs. Alexander 8:
Green.

Your respectfully,
H . R . BALT! ER, Chairman of E x

ecutive Committee.

H . H . THAYER, Secretary and Treas

urer of E xecutive Committee.

H . STUR SBE RG ,

R . V . MARTINSEN
,

H . KRUSE,
OTTO LOWENGARD ,

! SIMON S . STERN.

”

As a result of the negotiations, ex

plained to some extent in the foregoing

correspondence, the following s t ipulation
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I als o received the following answer to
my foregoing letter of May 21, 1887, ad

dres s ed to Messrs. Alexander 8: Green

IO WALL STREET,
NEW YORK, july 6, 1887.

THEODORE SUTRO , E sq . ,

99 Nass au Street.

MCCALMONT

SUTRO TUNNEL CO .

Dear S ir: In answer to your letter
to us dated May 2 1, 1887, we beg to

say that the complainants are willing to
accept the following proposition made
by you on behalf Of your client

,
the

Sutro Tunnel Company, the defendant
herein, namely, that the Tunnel Com
pany pay in cash be fore the I s t day of
January , 1888, the entire amount of
the principal Of the advances made by
the complainants, together with interest
thereon from the respective dates of
each advance at and after the rate of6
per cent . until the time Ofpayment

,
less

such sums as have already been paid
,
or
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may hereafter be paid over by the R e

ceiver under the order of the Court
dated April 4, 1887, to the comp lainants
herein ; and that the cause shall con
tinu e uninterruptedly in its regu lar or
der, except that the actual trial Of the
cause and the issues therein, shall not
be moved at any term prior to January,
1888 ; and that if the Company shall
fail to pay the amount Of the principal
of the advances of the complainants,
with interest at 6 per cent . , less any
deductions from the amount, paid by the
Receiver as aforesaid , on or before Jan
uary 1, 1888, our clients shall be re

leased from their acceptance Of the
proposition Of settlement, and the s tipu
lation signed in this cause shall become
immediately null and void ; and upon
the further understanding that in case
Of your failure to carry out the proposed
settlement , the rights of the complain
ants shall not in any way be prejudiced,
nor their standing in the litigation in
any way affected by reason of their
having accepted your proposition, or by
reason of the signing of th e stipu lation
herein

Yours respectfully,
! ALEXANDER GREEN.

In order that there might be no misun

ders tanding whatsoever about the terms
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Of this proposed settlement , I thereupon

wrote the following letter to Messrs. Alex
ander 8: Green

99 NASSAU STREET,

NEW YORK, july 9, 1887.
Messrs. ALEXANDER GREEN,

10 Wall Street .

MCCALMONT, et al. ,

SUTRO TUNNEL CO .

Gentlemen Your favor to me
,

dated J uly 6, inst . , states substantially
correctly the terms Ofsettlement herein
as understood by me, irrespective Ofthe
precise figures mentioned in my letter
to you OfMay 2 1 , 1887, which are mere
matter of calculation , subject to errors
and omissions , as therein stated and
excepted .

It may be as well, however, thatwe
also agree at this time on the precise
method of final computation, which I
understand to be as follows
I f simple interest at 6 per cent . be

calculated on the entire amount of the
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posed final payment provided always
that the latter shall be made before the
I s t day OfJanuary

,
1888.

It is understood , Of cours e, that th e
rights Of neither party herein shall in
anyway be prejudiced , nor their stand
ing in the litigation in anyway afi

'

ected,
in case Offailure on the part Of my client
to carry out the proposed settlement .
Is the foregoing correct !

Yours very tru ly,
THEODORE SUTRO.

TO the last-mentioned letter I received

the following answer

IO WALL STREET,
NEW YORK , j uly 12, 1887.

THEODORE SUTRO ,
E s q

99 Nassau Street .

MCCALMONT

SUTRO TUNNEL CO .

Dear Sir: We have commun icated
your favor Of the 9th instant to our
clients

,
and are informed by them that

your form Of putting the matter in te
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gard to the final computation seems
satisfactory to them .

Yours respectfully,
! ALEXANDER GREEN.

Such then is the present situation in

regard to the litigation , as appears clearly

from the foregoing correspondence ! In

contrasting it with the state Of affairs

just s ix months ago, at the time Of the

improvised meeting Of the stockholders

in the City OfNew York, on January 12th

last, it is certainly matter for congratula

In giving an account in the preceding

pages Of the events leading up to the

present status Ofthe litigation and Ofthe

affairs Of the Company
,
I felt it my duty

to enter somewhat into details (though by

no means into a full report of everything

that has transpired) , in order that every

stockholder might not only have an under

standing ofthe most important points, but

that he might also be prepared to put to

himse lf the question whether the benefit

and the result Of all the labor which , as
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appears from said account , has been per

formed, and Ofall the Obstacles and difii

cultie s which, in the effort to rescue this

property, have been encountered and s uc

ces s fully overcome, shall now be sacrificed

and lost to h im, or be taken advantage Of

and made the basis for consummating, to

its full extent, the work Of preserving

that property and Of still more increas

ing its value. Assuming that th e latter

alternative will be preferred, the further

question then arises : What
,
under all

the circumstances, is it best to do in

order to dispose Of the lit igation altogether

and enable the Company to proceed un

impeded to develop its great resources and

possibilities for the benefit Of all the stock

holders ! And in deciding that question

itwill be necessary to revert for a moment
to a consideration Of the amount of the

claim Of the mortgagees at the present

time, and for what amount, under the

agreement now arrived at
,
it may be

settled.
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to which the mortgagees laid claim
,
and

forwhich , owing to the '

lack Of a proper

defense, they would undoubtedly have

Obtained a decree, had not the stockhold

ers intervened , in the manner hereinbefore

briefly narrated .

It may be proper to add that , in case

such decree had been entered and the

property sold thereunder for said amount,

even if the stockholders or others would

have been inclined to redeem the property,

they would be compelled, under the laws
Of the State OfNevada, to pay, in addi

t ion to the aforesaid sum , and interest

thereon at the rate Of 10 per cent. per

annum , also a penalty Of 18 per cent . on

the whole amount, which, with the fees Of

th e Receiver , expenses Of the litigation

and sale, costs, etc . , would have swelled

the total, which it would be necessary to

raise in order to regain the property (after

deducting the s um representing net in.

come, which in the mean time wou ld have

accumulated in the hands Ofthe Receiver) ,
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to the sum Of about two million three
hundred thousand dollars

Redemption for that s um, after the de

moralization necessarily attendant upon

a judgment against the Company and

the final sale Of its property under ex

ecution, would be entirely out Of the

question , and said property would un

dou btedly be lost to the stockholders for

ever, the Company annihilated, and the

shares of stock effectually extingu ished.

And SO we are brought to the point

that , under the agreement now arrived at ,
a cash payment at this time Ofabout one

million dollars -being the s um

ofabout twelve hundred thousand dollars

mentioned in the foregoing correspond

ence, less the sum Of about two hundred

thousand dollars, paid to the mortgagees

by the Receiver up to July 1, 1887
— will

accomplish what otherwise would have re

quired about two million three hundred

thousand dollars had the lit i

gation proceeded to a decree without the
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intervention of the stockh o lders, and had

the latter been driven, in consequence, to

the alternative of either regaining their

property after execution s ale , or Of losing

it and their shares of stock forever. I n

fact
,
however, we have unt il January I ,

1888, to make said cash payment of

and further payments in the

mean time by the Receiver to the mortga

gees, under order OfCourt ofApril 4, 1887,
will reduce s aid sum .

The motive of the complainants in mak

ing SO large a reduction (over

from their original claim is presumably ,
principally, that they prefer an early cash

payment to the risks attendant upon a

prospective long-protracted litigation ; and

also because, being very aged and possess

ing vast wealth , they are desirous O f set

tling up their afiairs , especially their

American interests, at as early a date as

possible.

However that may be, the opportunity

thus presented to the stockholders Of the
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AFTER reading the foregoing pages, in

which I have endeavored to give to the

stockholders some idea of the value, in

come, possibilities, and resources of their

property, they should be prepared to an

swer the question ! Are the shares Of

stock of this property, whose value repre

sents many millions, worth saving, by

paying the comparatively small sum of

one million , to which the claim Of the

mortgagees has now been reduced ! In

other words, would one million dollars be

too high a price to pay for a property

which has cost ten millions, and whose in

trins ic value is greater to-day than ever !

And in answering that question the

present price of the shares of stock ought

not to h ave the slightest weigh t ; for it
170
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must be remembered that unless the

mortgage sale shall be efl
’ectually pre

vented, these shares will be absolutely

worthless, and that , on the other hand,
i f the foreclosure proceedings shall be

discontinued and the mortgage canceled

by paying th e aforesaid sum Of one

million dollars, the shares ought on merit

to sell at a higher figure than they have

ever sold in the history of the Company.

I f in the year 1879, when the Company

was not earning a single dollar, but was

still borrowing money upon this very

mortgage nowin suit , and when the tun
nels were not nearly completed, and the

mines upon the Comstock L ode were ex

tracting hardly a ton Of ore, these shares

were selling as high as six and one-hal f

dollars per share, on a par value of

ten dollars they are certainly now ,

s upposing the cloud Of this foreclosure

suit resting upon them to be removed,

worth a very much larger s um ; and it is

reas onable to suppose th at, as a res ult Of



172 Sutro Tunnel Company.

discontinu ing s aid foreclosure suit and Of

settling th e
'

litigation, the price Of the

shares ought to appreciate enormously.

E ven at the present juncture in the liti

gation, the shares ought to sell at least

forty cents per share higher than at any

time since the pending foreclosure suit

was begun for, on the two million shares

Of stock
,
forty cents per share would rep

resent eight hundred thousand dollars,

which is just about the amount by which
the liability Of the Company has dimin

is hed and therefore the value Of its prop

etty enhanced, in view Of the sum for

which the original claim of the mortgagees
for principal, interest and compound ln

teres t may now be settled .

Taking the present price of said share s

of stock (30 cents) , the two million shares

Of the entire capital stock of the Com

pany would represent a value of only s ix

hundred thousand dollars for

the whole property, which is , Of course,
on its face absurd, and can only be ex
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plain to the great body Of the stock

holders, who originally retained me to

represent them , the exact situation of af

fairs, SO as to give to all of them the

Opportunity to derive the benefits which,
from a perusal Of the foregoing pages, it

is evident mus t accrue to them , by taking

s ome active meas ures to preserve their

shares .

Various plans have been suggested and

considered for raising money for the pur

pose Of sat isfying the mortgage in suit.

There is no doubt, Of cours e, that if all

expedients in that direction shou ld fail
,

we may continue to defend th e lit igat ion

to the end, and poss ibly carry it on appeal

to the Supreme Court Of the United

S tates , which would involve a delay of a

number Of years, but which would also

probably entail the necessity Of giving

an enormous bond as security, and the

final success of which must at best
,
as in

every lawsuit , be doubtful. In mere de

lay, as such, there is no advantage ; for, in
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the mean time, interest on the mortgage

claim will continue to accumulate, and, as

a result Of continued l it igation also , the

Company will be kept out of, and be un

able to explore or develop its property, or

increase its revenues, and the shares of

stock, instead Of appreciating in price, will

still more depreciate
, and, lastly, it may

be very doubtful whether, after the lapse

Of so long a period Of time , in case the

litigation shall be continued to the end ,
any one will be inclined to advance any

money to the Company, shou ld that then

be necessary .

The best pol icy unquest ionably is to

settle this litigation upon the basis at

which we have now arrived.

Among the plans which have been dis

cussed for the purpose Of raising money

for such settlement onewas that Of levy
ing an assessment . That would be the

simplest process, as it would free the

Company at once entirely from debt ;
but, aside from other considerations
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against it, the Sutro Tunnel Company

has never since its existence levied any

assessment , and , in my opinion, it would

be fairer not to compel the stockholders

to put additional money into this enter

prise without some immediate return or

ample security. Moreover, I do not con

sider it advisable to imitate the baneful

example of mining companies by estab

lis h ing a precedent for levying assess

ments on Sutro Tunnel shares.

The best plan and the most advantage

ou s to the stockholders would undoubt

edly be to give them the Opportunity to

become the creditors themselves by ad

vancing to the Company, in some propor

tion to the number Of shares held by

each, a sufficient sum Of money, so that

the sum total advanced by all the stock

holders may be equal to what shall be

required
,
not only for the purpose of

settling th e mortgage claim in suit , but

of developing the Company ’s property

and resources to th e fu llest extent ; in
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pages, relat ing to the property Of the

Company and its income.

Assuming as a basis only its average in

come during th e pas t two years (although
th ere is every reason to anticipate a large

increase in s aid income in the near future,
and an extraordinary increase in the

cours e of time, as hereinbefore shown) ,

interest amounting to the sum Of say

per annum, can not only readily

be paid, but there will remain a very large

surplus income which may, and it is a part

Of our plan, shall be, applied to the crea

tion of a sinking fund for the extingu ish.

ment of the principal debt , andyet make it

possible before a great while to pay divi

dends to the shareholders. And as we prO

pose to raise sufficient money so as to leave

a balance in the treasury Ofthe Company,
after making the payment necessary to

settle the pending litigat ion, in order that

said balance may be used for fu lly im

proving and developing this very property

and its earning capacity , which will stand
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as s ecurity for the proposed loan , there is

no reason why the entire net income Of

the Company should not , if s o desired, be

applied to the payment of interest on th e

newloan and the early repayment of th e
principal. The company will express ly

reserve the right to pay the latter as soon

as possible, upon some just plan, e. by

drawing annually for a certain number Of

bonds to be redeemed . The Company

will, Ofcourse, issue bonds for the smallest

possible amount necessary for its immedi

ate requirements, and bearing interest at

the lowest possible rate
,
for whateveris to

the advantage Of the Company is at the

s ame time to the advantage Of every

shareholder.

Those who are best convers ant with

our property and prospects are also the

readiest and most eager to invest their

money therein. The newly elected tru s

tees Ofthe Company ,who were extremely

unwilling to serve at all on the Board when

I first approached them at San Francisco,
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and who thought that there was no hope of

resuscitation for the Company whatsoever
,

and little value in its property , have been

the first, since their election, to invest

largely in its shares of stock, and have

also been the first to express their desire

to advance their pro rata to the Company

on some such plan as hereinbefore sug

gested . As a practical proof Of th e esti

mation in which the property of the Com

pany and the prospect for developing ore

in the veins cut by it, is held , by those

having practical knowledge thereof, it may

also bementioned that many of the men

and miners, connected with the work at

Nevada, invest every . spare dollar from

their earnings in its shares of stock. I t

may also be mentioned that such of the

Officials connected with the mining com

panics, as the writer hereof interviewed

in San Francisco , expressed their desire

to invest in bonds of the Company, and

no doubt the loan could readily be placed

in th at city. But as the investment is an
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will have an opportunity Of inves ting in

T he s tockholders in New York, with

whom I have had personal interviews

during the brief period s ince my return

from San Francisco , have expres s ed a like

des ire. It is therefore not only a ques

tion Of self-preservation, but Of taking ad

vantage Of the opportunity to make a

good investment, that every shareholder

s hould at once, and gladly, buy an amount

Of these bonds of the Company propor

tionate to the number Of his shares.

Supposing that the amount thus to be

loanea
' by each shareholder to the Com

pany s hould be regarded even as so much

additional money put into the cost price

Of his shares, such view would in itself

justify the outlay, aside altogether from

the fact that he will receive ample s ecurity

for such additional outlay.

Countless millions have been and st ill

are being patiently buried in ever-recurring

as sessments, on min ing shares represent
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ing noth ing, and on wh ich no hope or ex

pectation could be founded for anything

but the slender chance of a return , through

a possible stock ! deal, or
! boom , or

gamble ! Will any owner of Sutro Tun

nel s hares, representing one of the most

legit imate andpromising enterpris es in the

world , deliberately choose to lose those

shares rather than render them nuques

tionably valuable, on intrinsic merit , by

investing a few dollars in as good corpor

ate security of its kind as may be found

anywhere in the United S tates !

I f companies like the Utah, the Alta,

andthe Bullion, whose property consis ts of

a plot ofm ining ground, a few s hafts, and

some machinery, andwho have never had
a penny ofnet income —have nevertheless

successfully, for undefined purposes, as

sess ed their obedient shareholders in sums

respectively of and

or over seven and one-half

millions ofdollars in the ag

gregate to date,— surely the Sutro Tunnel
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Company, with its vast properties, valuable

franchises, large income, and brilliant pros

pects , and which has not, during its exist

ence of nearly twenty years, levied a single

assessment— the Sutro Tunnel Company

ought to have every reason for confidently

expecting its stockholders to respond

promptly and eagerly in buying its bonds,

as a means of insuring its existence and

Of laying the foundation for a permanently

profitable future.

An assessment
,
which has been urged

from various sides, would be an actual

expenditure and an additional s um put

into the cost price ofthe shares of stock,

and paid ou t absolutely and uncondition

ally. The desired result will be attained

by the stockholders, On the plan herein

before sugges ted, without being taxed a

single dollar, but by simply investing in an

excellent bond, with the strongest assur

ance and guarantee that the sums invested

will be fully returned, with ample in

teres t.
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