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Sechelt's much-touted mineral aggregates property is on its way to court again. Global Industrial Services Inc., a Bulletin Board company, and others are being sued over breaches to a mineral royalty agreement with Rudy Riepe. In a statement of claim filed with the Supreme Court of British Columbia on Oct. 28, 2009, Mr. Riepe alleges Global Industrial Services Canada Inc., now a subsidiary of Pan Pacific Aggregates PLC, has failed to make minimum royalty payments due him totalling $300,000. He says the OTC-BB company guaranteed the obligations of its subsidiary before selling it to Pan Pacific.

While the lawsuit itself gives few details of the property, simply called "certain mineral claims" in B.C., it ultimately formed part of the ground that Pan Pacific Aggregates was promoting in 2005. The property, it appears from other documents besides the statement of claim, went from Mr. Riepe to the subsidiary of Global Industrial Services (Global Canada), and then, via the sale of the subsidiary, to Pan Pacific, which claimed that it would establish a $100-million mining venture in Sechelt, exporting industrial aggregates to the Pacific Rim. The venture has so far generated little, if any revenue for Pan Pacific. The company, which traded at 82.5 pence ($1.68) during the promotion, is now at 0.58 pence (about one cent).

The statement of claim 

In his lawsuit, Mr. Riepe claims he entered into a purchase and sale agreement with Global Industrial Services Inc. and its then-subsidiary, Global Industrial Services Canada Inc., regarding the sale of "certain mineral claims" in B.C. In return, he was supposed to receive royalties based on the amount of rock sold from the claims, as well as minimum annual royalty payments regardless of the amount of rock sold. Mr. Riepe says Global Canada's parent guaranteed the subsidiary's obligation to make the payments.

The suit goes on to say the parties amended the agreement three times, during and after prior litigation regarding the Plain, Zinc and East Slope claims, which was resolved on June 9, 2004, in favour of Mr. Riepe and Global Canada.

He adds that in a letter to Pan Pacific dated Sept. 22, 2005, Global and Global Canada confirmed that the period exempt from minimum royalty payments would end June 8, 2006. The letter reads, "The first year in which the minimum annual royalty is applicable is the year spanning from June 9, 2006, to June 8, 2007."

Not a pebble 

Mr. Riepe claims that since entering the purchase and sale agreement, Global Canada (which its parent sold to Pan Pacific) did not produce or sell any rocks from the mineral claims. The suit says yearly minimum royalty payments of $100,000 per year are due to Mr. Riepe, totalling $300,000 as of June 9, 2009. The claim goes on to allege that neither Global nor Global Canada have made any of these payments. Mr. Riepe says Pan Pacific and Mr. Nicholson, the president and director of Pan Pacific, and Global Canada, have also failed to respond to his demands for payment.

In addition to royalties, Mr. Riepe says part of the consideration for the mineral claims was the transfer of a residential property in Sechelt, B.C., to him. According to the lawsuit, an agreement dated Aug. 8, 2005, states Pan Pacific and Mr. Nicholson agreed Pan Pacific would hold the property on behalf of Mr. Riepe until 70 months after the third amendment to the purchase and sale agreement. The claim says Pan Pacific and Mr. Nicholson breached the agreement by allowing one James Ericksteen to register, without consent or proper notification, a litigation charge which could result in Mr. Riepe losing the residential property. On July, 21, 2006, a certificate of pending litigation in favour of Mr. Ericksteen was registered against the property.

(The statement of claim offers no additional information about the role of Mr. Ericksteen, who is a past securities violator. In 1997, the U.S. Securities and Exchange Commission fined him $2.8-million over a share leasing scheme. Then in 2005, the SEC alleged he manipulated the stock ofExotics.com, which Mr. Ericksteen denies.)

Mr. Riepe says in his lawsuit that he will suffer if Pan Pacific or Mr. Nicholson allows the residential property to be transferred or grants an interest in the property to someone else without Mr. Riepe's knowledge and consent. "Riepe would essentially be deprived of any benefit or consideration under the purchase and sale agreement as amended, would lose his interest in a unique property being used personally by him and his family, and would suffer irreparable loss and harm," the suit reads.

Mr. Riepe is seeking damages for breach of the amended purchase and sale agreement, including the royalty payments not yet made. Mr. Riepe is also seeking a certificate of pending litigation to ensure his right to the Sechelt property and a court order preventing Pan Pacific and Mr. Nicholson from dealing with the property.

The statement of claim was filed by Vancouver-based lawyer John Drove.

Prior dispute 

Mr. Riepe has been involved in the industrial aggregates industry near Sechelt since at least 1985 when he was a director of Sechelt-based Candol Developments Ltd., a company that traded on the now defunct Vancouver Stock Exchange. Candol had acquired from Mr. Riepe a 4,000-acre mineral property in Sechelt, B.C., with, it claimed, indicated and inferred reserves of 27 and 117 million tonnes of limestone and dolomite, respectively. Candol expired in 1992, having failed to make a success of either the limestone or the dolomite, and Mr. Riepe faded from the public company scene until 2004.

He reappeared that year in a flurry of litigation between Dieter Peter's Mineral Hill Industries Ltd., Tri-Sil Minerals Inc. and himself. The legal squabble was over a Sechelt mineral aggregates property, then known as the Mineral Hill property, that Mineral Hill's predecessor, Clearview Mineral Resources Corp., had one-half optioned from Tri-Sil and Mr. Riepe in 1999. According to Clearview in 2002, the Mineral Hill property, subsequently described as comprising about 3,500 acres, consisted of garnet, wollastonite, dolomite, limestone and black granite -- and it would be very profitable. To spread the word and promote the stock, Clearview hired the services of John Arlitt, but the stock continued to fare badly and in October 2004, it consolidated 1:10, naming itself Mineral Hill Industries Ltd. after its Sechelt property. The following month, a dispute between the vendors, Tri-Sil and Mr. Riepe, and their joint venture partner, Mineral Hill Industries, became public and Mineral Hill stopped work at Mineral Hill.

Six months into the Mineral Hill litigation, April, 2005, two new participants, Pan Pacific Aggregates PLC and its Canadian subsidiary, Pan Pacific Aggregates Ltd., appeared. Pan Pacific said it had acquired control of an astonishing 52,000 acres of industrial mineral property on the Sechelt Peninsula, subject to 3,500 acres that were in dispute.

Seven months later, in November, 2005, the three Mineral Hill litigants settled. Mineral Hill Industries relinquished all interest in the Mineral Hill property. In return it received $150,000 from Tri-Sil; $850,000 from Pan Pacific Aggregates PLC, by then the parent of Tri-Sil; and one million previously issued shares of Pan Pacific Aggregates PLC from Tri-Sil. There was no mention of Mr. Riepe in Mineral Hill Industries' settlement statement. On Dec. 22, 2005, Mineral Hill received its money and its one million shares of Pan Pacific, which was then trading on the London Stock Exchange's Alternative Investment market at 82.5 pence or $1.68 a share. This statement seemingly identified Pan Pacific as the final owner of the disputed one-half interest in the Mineral Hill claims.

AIM-listed Pan Pacific evidently acquired the mineral rights to its 52,000 acres: (1) by electronic staking; and (2) by acquiring both Tri-Sil Minerals Inc. and the subsidiary of Bulletin Board-listed Global Industrial Services Inc. Indeed, Global confirmed in a press release of April 13, 2005, that it sold its subsidiary, Global Industrial Services Canada Inc., to Pan Pacific the month previous for $700,000.

The Pan Pacific promotion 

With 52,000 acres of mineral aggregate properties under its control, publicly traded Pan Pacific cranked up its promotional machinery in late 2005. Sechelt's treasure trove of industrial aggregates would soon have the world, or at least the world's Pacific Rim, beating a path to its door. The company would even build a new port for the ships and barges coming to take aggregates from the $100-million operation. "Pan Pacific is aiming to become the preferred supplier of construction and performance minerals throughout the Pacific Rim," trumpeted Donald Nicholson, the chairman and chief executive officer of Pacific Rim's Sechelt subsidiary, in an April, 22, 2005, Coast Reporter article. Sechelt residents and the Sechelt Indian Band protested the mine site, prompting Pan Pacific geologist Richard Munroe to assure locals no other companies had claims in the area. "We want to become the only artist on the canvas for mineral development in this region," Mr. Munroe told the Coast Reporter in a May 13, 2005, article.
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