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KAMLOOPS — It
is 7:30 am. and in
the normally desert-
ed brokerage office
of Doherty McCuaig
Limited about 50
people are intensely
watching the ticker
tape of the Vancou-

ver Stock Exchange.
The telephones are ring-
ing incessantly and office
clerks are passing pieces
of paper back and forth.
“Give me the wire
room,” shouts one broker
into the telephone, “Jim I
want to buy 10,000
shares of Afton at mar-
ket for account 652-523.”
The transaction com-
pleted, the broker picks
up another one of his
ringing telephones, this
time to sell 20,000 shares
of a mining company
with a number of claims
in the Kamloops area.
Meanwhile, 10 miles away,
the cause of all the excite-
ment is a scene of peace and
quiet; in direct contrast to
the hustle and bustle of the
brokerage office. Cattle are
grazing peacefully and the
only thing that dominates the
landscape is a huge, tower-
like, piece of machinery.

But it Is that piece of ma-
chinery, a rotary drill, that
has Canada’s mining industry
excited and agog. .

The word is out: Afton
Mines Ltd. of Vancouver, a
small mining company, has
discovered an orebody show-
ing unusually high grades of
COpper.

For the past week or 0

mining companies from -

across Canada and the United
States have sent their geolo-

AB ABLETT
« +» » Work up 200 per cent

gists and exploration manag-
ers to the Kamloops area in
the hope they can stake more
clajms. Claims, the hope is,
that will ultimately result in
new mines being brought into
production.

The consensus among most
mining men is that Afton not
only has an orebody but a
mine. A mine whose size has
still to be determined by fur-
ther exploration work.

Says one mining engineer:
«There is no doubt about it
that on the basis of the avail-
able information released by
Afton at this stage they have
a mine. All that remains is to
determine its size and scope.”

And the discovery of the
Afton orebody has quite a few
residents of Kamloops excit-
ed. Excited to the point where
they feel that a mining boom
is now under way which will
result in several new mines
being discovered and brought
into production.

Economically the Afton dis-
covery has had an important
impact on a number of the
town’s industries.

Ab Ablett, the president of -

Amex Exploration Services
Ltd., a firm that does magne-
tometer and chemical sur-
veys, claim staking, line cut-
ting and surveying for mining
companies Is optimistic that
several new mines will be dis-
covered in the Kamloops
area.

Says Ableti: “The whole
thing started quietly last No-
vember when the Afton people
began to do some work on
their property. Today it has
reached the stage where quite
a few major mining com-
panies and small ones are ac-
tively interested in the area.

“A great deal of employ-
ment 1S being created with the
mining companies dispatching
their geologists in the field ex-
amining the various proper-
fies in the Afton area.”

Ablett believes that Affon
“no longer is a promotional
activity but it is now 2 bona
fide mining operation. In the
last month my business has
increased 200 per cent and by
summer I expect to have 24
people working for me instead
of the present 12."

A major key in the Affon
situation is the fact that Plac-
er Development Limited of
Vancouver, through one of its
subsidiaries, Canadian Explo-
ration Ltd., agreed to pur-
chase 100,000 Afton treasury
shares at $3.50 each,

Comments one broker:
“When the Placer people, who
in the mining industry are re-
garded as being a group of
shrewd operators, got into the
picture the stock
achieved respectability. You

- can bet your boots that they

would not have shelled out
$350,000 if they didn’t think
Afton had a mine.”

H. A. Quin, a consulting
mining geologist from Van-
couver and Kamloops, says
mining claims now sell from
between $100 to $1,000 each,
depending on how close they
are to the Afton property.

Ordinarily a mining claim,
which consists of 51.65 acres,
would sell for around $30, he
says.

“I have had enquiries from
mining companies in Toronto,
Montreal and the U.S. who
are interested in what is tak-
ing place in Kamloops.”

An indication of how exten-
sive the interest in the Kam-
loops area has been is the
number of claims that have
been staked since last Novem-
ber.

From October 1 of last year
to March 8 of this year a total
of 6,631 claims has been
staked. This compares with
5919 claims for the nine-
month period beginning Jan.
1, 1971.

Quips one official in the
mining recorder’s office in
Kamloops: “Our work load
has doubled, there is no doubt
about that. Our busiest period
has been in the last two
months.”

In fact things got so hectic
that at one stage the record-
er's office ran out of the
forms needed to record staked
claims.

For miles and miles around
the Afton property the signs
of newly-staked claims, fresh
stakes driven into the ground
with bright red plastic tapes

George Froehlich takes a look

at what's really going on there

attached to them, are evident.

“One thing I am certain of
is when a lot of these claims
will be surveyed you will find
that some areas will have
been staked several times,”
gays one geologist.

Says another: ‘“People in
Vancouver are so eager to
buy claims out here that they
don’t even bother to actually
examine the ¢laims they have
bought.  So you can be sure
that eventually a lot of them
will discover that they aren’t
the only owners of these
claims. Why, the situation
has gotten to the stage where
some people in Kamloops
think all you have to do is seli
staked claims, which is much
more profitable than trying to
find an orebody. I hear that
some prospectors are selling a
number of claims for as high
as $50,000.”

Afton president Chester Mil-
lar says “I am absolutely con-
vinced that we have a mine
« « . there simply is no doubt
about it. As well, the whole
thing will stimulate a lot of
exploration efforts which ulti-
mately will mean that more
new mines will be discov-
ered.”

The existence of copper de-
posits in the Kamloops area

Continued on page 24
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THIS IS WHERE IT'S ALL HAPPENING . .. Chester Millar, Afton president, with exploratory drill on the orebody, 10 miles from
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MOS’I‘ ELATED OF ALL . . . Chester Millar, president of Afton Mines, with copy of ju t

Sun Business Writer

A six-month legal battle
over the right to put a
multi-million-dollar Kam-
loops copper property
into production was de-
cided in B.C. 'Supreme
Court Friday when Mr.
Justice Thomas R. Berger
dismissed a suit brought
by Teck Corporation Ltd.

Exonerated of having acted
improperly in entering into a
deal for exploration and de-
velopment of Afton Mines
Ltd.’s property nine miles
west of Kamloops were three
Afton directors and Canadian
Exploration Ltd.

The judgment had the effect
of leaving Teck Corporation in
control of Afton Mines Ltd.,
but subject to the terms of the
contract which it sought to set
aside, and liable for costs of
the court action.

Upheld by the judgment is a
contract which gives Canadi-
an Exploration (Canex), a
wholly - owned subsidiary of
Vancouver - based Placer De-
velopment, the right to put
the Afton property info pro-
duction and to acquire a 30 -
per - cent interest in Afton for
doing so.

Teck, after failing to win a
contract on its own behalf to
finance Afton to production,
proceeded to gain control of
the company on the open mar-
ket early this year.

In the process it drove
Afton shares to an all - time
high of $15.50 and ended up
paying approximately $16 mil-
lion for slightly over half of
the outstanding stock.

The judgment leaves
Teck’s control of Afton largely
illusory because if Canex pro-
ceeds to development of the
Kamloops . orebody and earns
its 30 - per - cent interest, the
issuance of Afton shares to
represent that interest will de-
prive Teck of its majority
holdings through dilution.

Even if Teck were somehow
to increase its shareholding in
the interim to the extent that
it still controlled Afton after
the share - issue to Canex, it
would be required by the con-
tract to permit Canex to per-
form all exploratory work,
prepare a feasibility study,
finance a mine to production,
sell the mine’s output and
manage the mine.

Legal action over the Kam-
loops orebody came last June
when Afton president Chester
F. Millar announced the com-
pany had signed the contract

1
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Teck loses its case

By GEORGE FROEHLICH

Afton directors and Canex vindicated

with Canex in spite of Teck’s
having announced by that
time it had secured majority
control of Afton.

The Berger judgment up-
holding Millar’s action is sign-
ing the deal with Canex came
down at 2:15 p.m. Friday.

More than a dozen lawyers,
mining company executives
and other interested people,
were lined up outside the
court registry eagerly await-
ing the release of the judg-
ment.

Most elated of all was Afton
president Millar who had per-

sonally negotiated the disput--

ed Canex contract.

Not elated at all was Nor-
man B. Keevil Jr., executive
vice-president of Teck, who a
few days earlier had dis-
cussed tentative plans for a
victory party.

Asked a short tim~ after the
court’s ruling came down if
the party was still on Keevil
Jr. replied: “No, it’s a wake.”

Those on hand when copirs
of the judgment were re-
leased quickly flinped through
the bulk of the 5t-paga docn-
ment to the final section
which contained the judge’s
ruling.

“We’'ve won! We've won'”
was the jubilant cry of one
lawyer as an Aftoa director at
his elbow kept repeating
““What does it say? What does
it say?”

Millar, beaming with a
broad grin, said:

“I am happy that it’s over
and that we can get back to
work right away. I also hope
that this judgment will bring
all the parties in the trial
closer together rather than
further apart.

“l am also confident that
Teck will see a good return on
their investment in spite of
the fact that they have lost.”

Millar said drilling on the
Afton orebody halted by an in-
junction in the early rounds of
the legal hassle last July 5,
should resume in January.

A short time after the
judgment was handed down
Afton Mines Ltd., on whosa
11-man board there are six
Teck nominees, issued a state-
ment which said in part: -

“A meeting of the directors
of Afton will be held iramedi-
ately to consider the effect of
this judgement on the compa-
ny and on its shareholders.
Any further announcement in
this connection will bé made
after that meeting.”

It took 7 years for Afton s?reams

Afton Mines Ltd., the small

Vancouver-based mming ex-
ploration company which
earlier this year sparked the
Kamloops mining boom that
has since cooled somewhat,
had its beginning seven years
ago.

The company was incorpor-
ated Dec. 14, 1965. i

Earlier in 1964, as a pri-
vate company, Afton began
to acquire mining prospects
in British Columbia and one
of them was located nine
miles west of Kamloops. It
was the company’s Kamloops
copper claims that in the
spring of this year touched
off some of the wildest trading

days the Vancouver Stock
Exchange ever enjoyed.

Mining speculators who had
been out of the market for
years started to buy shares
in Afton and in companies
with mining claims in the
immediate and not-so-immed-
iate Afton area.

Afton president Chester F.
Millar and his associates,
who had worked on the Kam-
loops property since 1964,
finally began to realize their
dreams late in 1972,

First public indication of
an economic copper orebody
on the Afton property came
on Nov. 23 of last year when

the company in a press re-
lease said:

“Highly favorable ' results
from recent drilling of the
new discovery zone of the Af-
ton Mines Ltd.’s property

near Kamloops, has caused:

the company to initiate an
immediate program of both
percussion and diamond dril-
ling.”

When news of this reached
the mining commumty and
Howe Street, the price of Af-
ton shares began to climb.
The price rise of the shares
was spectacular — in a mat-
ter of weeks the shares
climbed from 30 cents to a
high of $15.50.

Mines sustained
ing results. The
had on other smail
companies with prt
the Kamloops
mendous. Shares of those
companies also showed large
price increases although on
many of them not a drill was
to be seen,

" Although Afton shares were
heavily traded and most peo-
ple believed the company had
found a potential mine, it
wasn't until Vaneouver-based
Placer Development Ltd., a
widely-respected mining con-
glomerate got into the Afton
picture that the area gained

widespread investment inter-
est outside of B.C.

Placer announced at the
end of March that it had
agreed to buy 100,000 Afton
treasury shares at $3.50 each,
along with the right of first
refusal to place the Afton
property into production.

The effect of the Afton play
on the mining industry was
good. Small exploration com-
panies found it very easy to
go the marketplace and raise
exploration funds.

Thomas A. Dohm, the for-
mer president of the Vancou-
ver Stock Exchange, went so
far as to say that $10 million
had been raised through the

facilities of the exchange as a
result of the Afton boom. The
funds for the most part were
earmarked for exploration ex-
penditures by mining com-
panies.

The next development in
the Afton story came on May
31, when Norman B. Keevil
Jr., executive vice-president
of Teck Corporation Ltd.,
then of Toronto but now of
Vancouver, announced that
his company had gained ef-
fective control of Afton.

Keevil Jr, said that Teck
and an affiliate, Iso Explor-
ations Ltd., had “a little over
50 per cent” of the 2,624,000
outstanding Afton shares.

JUDGE BERGER . . . motivation the key

Keevil Jr. told The Sun:

“The judgment does.not ap-
pear to our counsel to follow
the legal precedents which
they relied upon. Naturally
consideration will be given to
an appeal but this will depend
upon the further advice of our
counsel.”

Placer's secretary John M,
McConville said: .

“The company (Canex) will
now commence complying
with the terms of the contract
with Afton Mines Ltd. and
work on the property will pro-
ceed as soon as is practical.”

Teck, formerly Toronto-

based but with its head office

in Vaneouver since earlier
this year, filed suit against
Canex and Afton directors
Millar, Douglas L. Price and
John Haramboure.

The suit sought to have the
Afton-Canex development con-
tract set aside and to have the
court award monthly damages
of $200,000 to Afton from June

Two days. later, on the
morning of June 2, Afton
Mines Ltd. announced that it
had signed a development
contract with Canadian Ex-
ploration Ltd., a wholly-own-
ed subsidiary of Placer.

Late that afternoon Teck
legal counsel Jack Giles went
before the courts in an at-
tempt to get an injunction
which would have had th eef-
fect of preventing Afton
Mines from issuing any of its
freasury shares to the Placer
unit as outlined in the terms
of the contract with Canex.

Under the exploration agree-
ment the Placer unit was to
receive 30 per cent of the

1 till handing down of the
judgment to compensate for
lost exploration time.

Teck alleged during the
trial that the Afton directors,
in signing the development
contract with Canex, were-
actuated by the improper mo-
tive of trying to deprive Teck
of its majority control.

The Canex-Afton contract
that was signed was a poor
one, Teck contended, and one
that was of no benefzt to Af-
ton’s shareholders,

Teck also claimed that
Canex knew that the Afton di-
rectors acted improperly and
therefore the development
éontract should have been de-
clared null and void.

Mr. Justice Bergell said that

"the court’s jurisdiction “to in-
“ tervene

is founded on the
theory that if the directors’
purpose is not to serve the in-
terest of the company, but to

Continued on page 29

to start to come true

then-issued and outstanding
shares of Afton when the de-
cision was made to put the
Afton orebody, into produc-
tion.

Although Giles was denied
his request by the court he
was given ‘‘short leave”
which meant that arguments
on the case would be heard
on Monday June 5.

Starting that Monday, and
for the next 11 days, B.C.
Supreme Court Judge Mr. Jus-
tice R. P. Anderson heard
lengthy argument on why
Teck should be granted an
injunction pending the out-

Continued on page 29
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Continued from page 27

serve their own interest or
that of their friends or of a
particular group of share-
holders, they can be said to
have abused theéir power.”

“The impropriety lies in the
directors’ purpose. If ' their
purpose is not to serve fthe
company s interest, then it is
an 1mpmper purpose " he

said. -

The Judge sa1d as far as he
was concerned the Afton di-
rectors acted in the hest inter-
ests of the company and its
shareholders.

“My own view is that the
directors ought to be allowed

to consider who is seeking |
control and why. If they be- .

lieve that there will be sub-
stantial damage to the com-
pany’s interests if the comy
pany is taken over, then the
exercise of their powers to
defeat those seeking a major-
ity will not necessarily be eca-
tegorized as improper.” /|

But, he added, how is the
court to believe the directors’
claims that they acted in the
best interests of the company
and its shareholders?

“I think the courts should
apply the general rule in this
way: The directors must act
in good faith. Then there must
be reasonable grounds for

their belief. If they say that
they believe there will be sub-
stantial damage to the com-
pany’s interests, then there
must he reasonable grounds
for that belief. If there are not,
that will justify a finding that
the directors were actuated
by an improper purpose.”

Directors also have the
right to consider the reputa-
tion, experience and policies
of anyone seeking to take over
their company, the judge
ruled,

“If they decide, on reason-
‘able grounds, 'a takeover will
cause substantial damage to

‘the company’s interests, they
| are entitled to use their pow-

ers to protect the company.
That is the test that ought to
be applied in this case.”

Myr. Justice Berger said that
the whole case in his view
rested on Millar’s motivation,

“His was the dominant
mind on the beard, his pur-
pose was the hoard’s pur-
pose.”

Mr. Justice Berger also said
that as far as he was con-
cerned the purpose of the
Afton directors in attempting
to sign a development con-
tract with Canex was a legiti-
mate one.

“The purpose was to make
a favorable deal for Afton,
That purpose continued
throughout. Did it become an
improper purpose because

Afton's history

Continned from page 27

come of a future trial that
was o decide Afton’s fate.

The injunction application
by Teck sought to prevent the
issuing of treasury shares by
Afton to the Placer unit.’

On June 23, Mr, Justice
Anderson granted Teck ‘the
injunction pending the out-
come of the trial set for late
August.

On July 5, the Afton Mines
case entered a new stage
when various lawyers sought
to set aside or vary the in-
‘gmetion granted by Mr. Jus-
tice Anderson.

_.-All of these attempts failed,
‘but the judge ruled that pen-

X

ding the outcome of the trial
all work on the Afton orebody
had to stop.

The Afton trial opened on
Aug. 24 with 13 lawyers ap-
pearing before B.C. Supreme
Court Judge Mr. Thomas R.
Berger. It ended on Oct. 23.

Expert testimony at the
trial indicated that the Afton
orebody had a net profit
value ranging from a high
ol '$49 million to a low of $14
million.

Lawyers acting for - Placer
even went so far as to assert
that the Afton orebody might
never be developed into a

.mine because not enough in-

formation was available to
decide one way or the other.

Teck acquived large shave-
holdings? Did it become an
improper purpose because the
directors made a deal with
Canex knowing that they had
to before Teck acquired the
power to stop them? I think
that on the evidence the an-
swer must be no.””

The judge also rejected
Teeck’s contention that the de-
velopment contract was a
poor one.

{Under the contract Canex

‘receives a 30-per-cent equity

position in Afton for placing
the Kamloops orebody into
production, while Afton re-
tains the remaining 70 per
cent).

Mr, Justice Berger said that
a 7030 deal such as the
Canex-Afton one was a good
one from Afton’s viewpoint.

The judge said that the
Afton directors’ attempts to
“foreclose Teck's ‘opportunity
of obtaining for itself the ulti-
mate deal” was not improper.

(‘““The ultimate deal” re-
ferred to a major mining
company helping a smaller
company arrange financing,
marketing and production in
return for an equity position).

‘“In seeking to prevent Teck
obtaining the (ultimate) con-
tract, the defendant directors
were honestly pursuing what
they thought was the best pol-
icy for the company.”

By stating it this way, the
judge said, the Afton direc-
tors’ purpose was being
placed in a negative way,

“But in a larger sense their:

purpose was a positive one.
They wanted to make a con-
tract with Placer while they
still had the power to do so.
But not at any price.”

Mr. Justice Berger also con-
ceded the Afton directors’ de-
fence on the effects of a take-
over by Teck.

Teck, he said in his judg-

‘copper _ property,

ment, “has failed to show that
the du-ectors had no reason-
able grounds for believing
that a takeover by Teck would
not ecause substantial damage
to the interests of Afton and
its shareholders. Indeed, I am
satisfied that it has been affir-
matively shown that the direc-
tors did have reasonable
grounds for such belief.”

He continued:

*1 find here that the (Afton)
directors had a sufficient
knowledge of Teck’s reputa-
tion, its technical and mana-
gerial capacity, and its previ-
ous experience, to consider
the consequences of a take-
over. They decided to make a
deal with Placer while they
still had the power to do so.

“They wanted to see the
company’s principal asset, its
developed
efficiently '‘and profitably.
They believed, and they had
reasonable grounds for such
belief, that the property would
not be developed efficiently
and profitably for the benefit
of shareholders, if Teck got
control of it.”

Mr. Justice Berger also re-
jected the Teck claim that the
Afton directors were' motivat-
ed by the desire to keep them-
selves in office when signing
with Canex.

He also rejected the allega-
tion that Canex was party to
an improper purpose by the
Afton directors, Since the
Afton directors could not be
charged with an improper
purpose it “would be entirely
hypothetical” to determine
whether Canex was part of
such a purpose.

Mr. Justice Berger said that
Teck ‘‘was anxious from the
beginning to obtain the ulti-
mate deal with Afton. N. B.
Keevil Jr., and Michael But-

PENTICTON

13'% acres—1350° frontage on main road in. city of Penticton—
a beautiful location near Skaha Lake, beach and park—ideal

for comprehensive development. M. Coram, 987-4477.
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ler, Teck’s principal’ adviser
and a director of Teck, virtu-
ally conceded this when gave
evidence.”

The judge said he consid-
ered it a piece of important
evidence that Millar rejected
an early Teck offer to buy
100,000 Afton treasury shares
at $4 each. Instead Millar sold
the 100,000 shares to Canex at
the lower price of $3.50 each.

“... it shows that, long
before Teck began acquiring
any shares in Afton, Millar’s
conception of what would best
serve the interests of the com-
pany led him to prefer Placer
to Teck. He was not prepared
to do business with Teck then,
even on better terms than he
could get from Placer.”

Afton shares Friday closed
at $9.10 on the Vancouver
Stock Exchange, up 60 cents
from the previous day's close.
Placer closed at $40 on the
Toronto Stock Exchange,
down 25 cents from the previ-
ous day.

Teck A shares closed at
$4.45 on the TSE, unchanged
from the previous day. The B
Teck shares gained 25 cents to
close at $4.10.

Acting for Teck were law-
vers Jack Giles, D. G. S. Rae
and T. D. Devitt.

Acting for Afton directors
Millar and Price were Brian
McLoughlin and D. W. Tok-
arek; for Afton director Har-
amboure, William Craig; for
Canex, John Bouck and
Stephen Gill; for Afton Mines,
W. R. D. Underhill; and for
certain Afton shareholders.
K. B. Farris.
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