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Raiph Clayten & Sons £15 Aeute 528
Post Oflos Box 3015
Clayton Block Ce., Ino. Lahwwood, K9 08701
‘ Lakeweod 750-383-1008
FAX 7300878673

CLAYTON =%

March 28, 2002

Msmmh&

RR3 .
Bridgowater, Nova Scotis B4V 2W2
Canada

Attention: Mark Lowe

RE: LETTER OF INTENT REGARDING THE FORMATION AND
FUNDING OF A NEW CANADIAN PARTNERSHLIP T0 BB
OWNED BY WHOLLY OWNED CANADIAN SUBSIDIARIBS
OF NOVA STONE EXPORTERS, INC. AND
BILCON OF NEW JERSEY, INC. :

Dear Mr. Lowe:

The purpose of this letter of intent (“Lotter”) i to set forth cortain non-binding
understandings and certein binding sgreements betwoem Bilcon of New Jemey, Inc.
(“BNJ™) & New Jersey corporation to be formed and wholly owned by individuals of the
Clayton family and Nova Stonte Exporters, Inc., & cotporation formod pursuant to the
laws of Nova Scotia, Cansda (“NSE”) regarding the joint formation of a proposed
Canadian partnership (“Partnership”) between a Nova Scotia unlimited Hability company
(“NSULC”) that will be 8 wholly owned subsidisry of BNJ and either NSB or a newly
formed Cmmadisn cosportion (‘NEWCO™) that will be wholly owned by NSE.
Partnership will be formed to engage in the development, msnagement and operation of
an aggregate mining, processing and distribution facility (the “Quarry™) to be opersted on
spproximately 350 acres situsted in Digby County, Province of Nova Scotia, Canads (the
“Premises™), which Premises are to be subject to a certain Aggregste Lease Agreement
bynﬂbdwumlﬁﬁkuﬂnunuwlunnk.Lmdquruﬂlxh(!lmubuxalnlkﬁm
A. Johnson and Joxn L. Jolnson, ss Lessor (the “Lease™).

The following numbered paragraphs reflect our understanding with respect to the
formation and funding of Pastnership, but are not to constitute a complete statement of,
or a legally binding or enforcesble agreement or commitment on the part of BNJ or NSE
with respect to the matters described therein and are further subject to a thirty (30) day
due diligence, to be performed by BNJ following acceptance and execution, of this Letter
and such additional time as msy be required to set forth such matters in definitive, legally
binding, written agreements 10 be negotiated and eatered into by and between BNJ and
NSE. .
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Members of the Clayton family will form BNJ, which will be an
“S” corporation formed in the United States pursuant to the laws of
the State of New Jerscy. NSULC will be wholly owned by BNJ.

NSE may cause NEWCO to be formed under the laws of Nova
Scotis, Canada for the purpose of entering into Partnership with
NSULC. .

Either NSE or NEWCO will contribute, or cause to be coutributed,
to Partnership, the following:

(a) TheLease;

(®)  Pemnits for a suitsble docking facility for loading post-
Panamax Class ships (the “Dock Permit*); and

() Any and all Jicenses and/or permits necessary or desirable
to allow operstion of tho Quarry, with a minimal anwual
production of two million (2,000,000) tons per year, to
operato on the entire 350 acre Premises (the “Mining
License™). '

BN) will cause the NSULC to contributo cash, in an amount up to
cight milion five hundred thoussnd dollars (88.500000). to

Partaership, as follows:

(8)  upon acceptance and execution of this Letter by NSE, one
hundred twenty-five thoussnd dollars ($125,000), to be
placed in escrow with Bathgate, Wegener and Wolf and,
upulﬁxuunmnoflhnnuuMplndunuunnuuof&nlaun

Partnerahip, to be released to  Partnership and
disuibmdtoNBWCO(otNSB)umadvmqm
future capital draws;

®) Atlnlneedupon starting date, subsequent to the
assignment %0 Partnership of the Lease and & mining
license sufficient to allow the Quarry to operate on at least

tm(lO)mofthePlunuu,mﬁmﬁmdnﬁx

nlu.uwelluobmmng.mnnuminglndmwmgmy
and all permits and/or licenses, inclhuding the Mining
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License and the Dock Permit, necessary or desirsble for
operation of the Quarry ca the entire 350 acre Premises;

(c)  Additionsl cash in an smount up to six million five hundred
thousand dollars ($6,500,000), inclusive of all amounts
previously contributed by BNJ pursuant to subparagraphs
4(a) and (b), above, as needed, to acquire equipment and to
start-up operations of the Quairy, provided, bowever, that
not more than $325,000.00 dollars, inclusive of all amounts
previously contributed to Parinership in accordance with
subparagraphs 4(s) and (b) above, shall be funded until
such time as Partnership has acquired the Dock Permit and
the Mining License; and

(d)  Subject to and contingent upon Pastnership acquiring both
the Dock Penmit and the Mining License prior to December
31, 2002; .

() cash in the amount of one million dollars
($1,000,000) on January 2, 2004; and
cash in the amount of ome million dollars
($1,000,000) on January 2, 2005.

S. Once the Quarry has commenced production, but in no cveat prior
to Partnegship acquiring the Dock Permit and the Mining License,
Partnership profit shsll be allocated snd cash flow from
Partnership operstions shall be distributed ninety-nine percent
(99%) to NEWCO (or NSE) and one peroent (1%) to NSULC until
‘such time &8 NEWCO (or NSE) has boen allocated Ofie Million
Five Hundred Thousand Dollars ($1,500,000) more profit than
NSULC. Prior thereto and, thereafter, all profit allocations and
cash flow distributions shall be equal.

6. If Partnership bas not acquired both the Dock Permit and the
Mining License by December 31, 2002, st any time thereafter,
NSULC shall have the right to either:

(a) participste, through the Partnership or otheswise, n a
similarly structured transaction for a quarry at s site located
in Victoria Beach, Nova Scotis and preseatly controlled by
NSE; or

(b) camse the dissolution of the Partnership, at which time
NSULC shall receive a return of all contributions made up
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to that time. NSULC’s right to receive a return of its
contributions shall be secured by (i) a collateral assignment
of the Lease, (if) a blanket security interest in all of the
equipment, permits and other assets of the Partnership, and
(iii) the personal guarantee of Mark Lowe, provided,
however, that such guarantee shall be limited to the amount
of distributions made to NEWCO and/or NSE (inciuding
the $125,000 advance referred to in paragraph 4(a), above.)

Upon execution of counterparts of this Letter by you and SSC, the
following lettered paragraphs will constitute tho legally binding
and enforceable agreement of you and BNJ (in recognition of the

significant costs to be borne by you end BNJ in pursuing this
transaction and firther in consideration of the mutual undertakings
as to the matters described herein.)

(») DBestEffortss BNJ and NSE will negotiate in good faith
and use their best efforts to amive at mutually acceptable and
definitive agreements with regard to the formation and funding of
Partnership for approval, execution and delivery on tho carliest
reasonably practicsble date.

(®)  ExchuiveDealing. You will not offer tho right to
acquire, cither directly or indirectly, by sale, joint venture or
otherwise, any intesest in or to the Lease or the Quarry to any party
other than BNJ and its affilistes nor will you emter imto
nmmmmmohmnmmemmmuy
or indirectly, ofmynghUmortotthmortthurydmng
the pendsncy of negotistions between BNJ and you and neither
BNJ nor you will unilaterally terminate these negotistions.

(© Asigomentofthelease.  Yon hercby represent and
warmant to BNJ that you now have or will acquire all rights to the
Lessc and, upon formation of Partnership, you will cause the
Lease to be assigned to the Partnership.

(@ Costas. BNJ and NSE will each be solely responsible for
and bear all of its own respective expenses, including, without
limitation, broker's fees, expenses of legal counsel, accountants
and other advisors, incuyred at amy time in commection with
pursuing or consummating the transactions contemplated hereby.

(¢) Dixlomyre. Prior to formation of Partnership and
assignment of the Lease thereto, neither you nor BNJ ghall make

' ox. W
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any public or private release of information regarding the matters
contemplated herein axcept a8 may be legally required or
necessary or appropriste and not inconsistent with the best interests
of the other party or the prompt consummation of the transactions
contemplated by this Letter.

This letter represents BNJ's offer to proceed with the transactions as stated herein
on the sbove terms and conditions. Please indicate your acceptance of and agreement
with the foregoing by executing and returning to us a duplicate copy of this letter.

Very truly yours,
BILCON OF NEW JERSEY, INC.

BY:
Wi R President

PR ey ol e, 00

NOVA STONE EXPORTERS, INC.

By:_1éZH-‘L‘JIi::EiéE::iJi:ﬁ.

President
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