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TO THE CREDITORS OF

Morden Construction Inc. (hereinafter referred to as “Morden” or the “Debtor”)

Enclosed is a copy of a proposal (the “Proposal”) under Part III, Division I of the Bankruptcy and Insolvency
Act (“BIA”), dated August 20, 2013, lodged with SF Partners Inc. (the “Trustee”) and filed with the Official
Receiver on August 23, 2013.

Enclosed are the following documents:

o Notice of Proposal to Creditors

. Proposal

o Listing of Creditors as at August 20, 2013
o Proof of claim form

. Voting letter

. Proxy

The following is an outline of the salient information that should be of assistance to creditors in considering
their position with respect to the Proposal.

Section A  Imtroduction and Background

Morden was embroiled in an extremely lengthy shareholder dispute that had a significant impact on its
operations and financial position. The dispute resulted in the business coming to a standstill and the
commencement of litigation by the shareholders. The bank consequently called its loan.

As a result of the dispute, Morden incurred substantial professional fees including legal fees, monitor’s fees
and receiver’s fees. In total, those fees exceeded $1 million dollars. In addition, the dispute resulted in a loss
of customers and revenues.

In addition to the above, Morden was subject to a fraud perpetrated by its former bookkeeper who
systematically misappropriated approximately $500,000 over a number of years. This fraud resulted in the
Company’s books and records not being properly maintained and caused substantial problems with its tax
filings.

As aresult of the above, the Company became insolvent and did not have the resources to pay the GST that
had been re-assessed.

As an alternative to bankruptcy and to bring closure to this lengthy debacle, Morden is making a proposal to its
creditors. e
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Section B Summary of Proposal

This section contains a brief summary of the Proposal, the terms of which would be effective only if:

1. All classes of creditors affected by the Proposal vote for acceptance of the Proposal by a majority in
number and two-thirds in value of each class of creditors present personally or by proxy, at the
meeting and voting on the resolution. The Company’s secured creditors (if any) are not affected by the
Proposal; and

2. The Proposal is approved by the Court, in accordance with the provisions of the BIA.

The Proposal includes, inter alia, the following provisions:

Morden shall pay to the Proposal Trustee the sum of $125,000 (the “Proceeds™), which will be funded by
third parties, thirty (30) days after the Final Order.

The Proceeds received by the Proposal Trustee shall be paid in the following priority:

a) The fees and expenses of the Proposal Trustee including legal fees;

b) Claims of Her Majesty in right of Canada and in right of Ontario for all amounts that could be
subject to a demand under Section 224(1.2) of the Income Tax Act or similar Act and
legislation at the Filing Date will be paid within six months after the Court Approval Date;

c) Payment of the remaining Proposal funds, after payments as set out above, to ordinary
unsecured creditors except for those claims that have been finally and conclusively disallowed
in accordance with the BIA or that may be contingent or unliquidated and found by the

Trustee or the Court (as may be applicable), not to be provable (Section 135 (1.1) of the BIA).

For clarity, the creditors are referred to and should review the Proposal itself.

Section C Financial position and evaluation of assets

According to the Statement of Affairs, the Debtor owns no assets.

Section D Interim Receiver

Not applicable.
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Section E Conduct of the Debtor

The Trustee is currently conducting a review of the affairs and the financial situation of the Debtor to identify
any transactions which could be considered preferential payments, settlements or reviewable transactions. The
Trustee will report its findings to the meeting of creditors.

According to the terms of the Proposal, sections 95-101 of the BIA do not apply in the event that the Proposal
is accepted by creditors and receives Court approval.

Section F Creditors’ Claims

According to the Statement of Affairs, creditors consist of:

Amount
Secured $ Nit
Preferred Nit
Unsecured 600,609

Section G Prior business dealings with the Debtor

The Trustee advises that it was previously the Receiver of Morden, appointed pursuant to an Order the
Honourable Mr. Justice Cary Boswell of the Ontario Superior Court of Justice dated December 17, 2008.
Section H  Informal Meeting with Major Creditors

Not applicable.

Section I Remuneration of Trustee

The fees and expenses, including legal fees of the Trustee, on and incidental to the proceedings arising out of
the Proposal, including advice to the Debtor and the preparation of this Proposal, shall be paid from the
Proposal funds in priority to the claims of all creditors.

Section J Cash-flow Statements Prepared by the Proponent

In accordance with the BIA, a cash flow statement was prepared by the Debtor and filed with the Proposal.
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Section K Estimated Realization and Recommendation

If the Proposal is either rejected by the creditors or not approved by the Court, the Debtor will be deemed to
have filed an assignment in bankruptcy.

The following is a comparison of the estimated realization under both a Proposal and Bankruptcy scenario.

Proposal Bankruptcy
Payments:
Payments under term of proposal $ 125,000
Realization of Assets: Nil

125,000 Nil

Less:
Trustee’s estimated fees and costs (15,000) (5.000)
Funds available for distribution to unsecured creditors 110,000 Nil
Unsecured creditors as per the Statement of Affairs $ 600,609 $ 600,609
Estimated distribution to unsecured creditors 1831 % 0%

On the basis of the foregoing, the unsecured creditors would receive a more favourable return by
accepting the Proposal than they would if they rejected the proposal. The Trustee therefore
recommends the acceptance of the Proposal by the unsecured creditors.

Section L Procedures for dealing with the Proposal

In completing proofs of claim, creditors with claims arising prior to August 23, 2013 should submit proofs of
claims for amounts owing at that date.

Accounts subsequent to that date should not be included as all parties must make their own arrangements with
the Debtor for all transactions subsequent to that date.

It is expressly noted and should be clearly understood that the Trustee, SF Partners Inc., assumes no personal
liability for any claims against Morden either before or after the filing of the Proposal.

Creditors may attend, in person or by proxy, the meeting to consider the Proposal which will be held on
Tuesday, September 10, 2013 at 10:30 AM, at the office of the Trustee, SF Partners Inc., 4950 Yonge Street,
4th Floor, The Madison Centre, Toronto, Ontario, M2N 6K 1.
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Please note, that in order for your vote to count in connection with the Proposal, it is necessary that you
complete and submit the enclosed documents at this time.
Creditors who do not wish to attend or be represented at the meeting but who wish to vote, may forward their

proofs of claim, attached statements and voting letters by mail to the Trustee, so as to be received prior to the
meeting.

Dated at Toronto, Ontario, this 26" day of August 2013.

SF Partners Inc.

SF PARTNERS INC.
Trustee



