
NOTICE TO PENSION PLAN BENEFICIARIES OF HEARING DATE

TO: BENEFICIARIES OF THE CANADIAN COMMERCIAL WORKERS INDUSTRY
PENSION PLAN FOR KRAUS INC. AND STRUDEX FIBRES LIMITED

AND TO: BENEFICIARIES OF KRAUS CANADA INC.’S REGISTERED PENSION PLAN

AND TO: BENEFICIARIES OF THE PENSION PLAN FOR EMPLOYEES OF KRAUS
INC. AND STRUDEX FIBRES LIMITED

AND TO: BENEFICIARIES OF THE PENSION PLAN FOR EXECUTIVE EMPLOYEES
OF KRAUS INC.

AND TO: BENEFICIARIES OF THE PENSION PLAN FOR UNION EMPLOYEES OF
KRAUS INC.

RE: INTERIM RECEIVERSHIP OF KRAUS CANADA INC., KRAUS INC., AND
STRUDEX FIBRES LIMITED (COLLECTIVELY, THE “OPERATING
COMPANIES”)

RE: PROPOSED SALE OF ASSETS OF THE OPERATING COMPANIES

DATE: MAY 28, 2012

We are writing to inform you that by Order of the Ontario Superior Court of Justice
Commercial List dated May 28, 2012, PricewaterhouseCoopers Inc. (“PwCI”) was appointed
as Interim Receiver of the Operating Companies. Applications for bankruptcy orders have
also been brought against the Operating Companies by the major secured creditor of the
Operating Companies, Pinnacle Capital Resources Limited in its capacity as general partner
of Red Ash Capital Partners II Limited Partnership (collectively, “Red Ash”).

On June 11, 2012 at 9:30 a.m., the Ontario Superior Court of Justice (Commercial List) has
scheduled a hearing in Toronto to, among other things, determine (i) whether the Operating
Companies should be adjudged bankrupt, (ii) whether PwCI should be appointed Receiver
over the Operating Companies’ assets (“Receivership”), and (iii) whether a sale of the
assets of the Operating Companies as a going concern to Kraus Brands LP (a limited
partnership which is related to Red Ash) should be approved (“Asset Sale”). If the Court
does not approve the Asset Sale, the Operating Companies, will cease to carry on business,
and are expected to be adjudged bankrupt, and Red Ash will seek an order permitting the
assets of the Operating Companies to be liquidated.

These applications and motions will be heard on June 11, 2012, at 9:30 a.m. or as soon after
that time as the Court can accommodate, at 330 University Avenue, Toronto, Ontario. Court
rooms are located on the 8th floor.



YOU ARE HEREBY NOTIFIED THAT, if the Asset Sale is approved, Kraus Brands LP
(“KBLP”) will not assume any of the defined benefit pension or defined contribution plans
which are or were, at relevant times, sponsored and administered by the Operating
Companies, except as it may agree in its planned negotiations with the unions that represent
certain employees of the Operating Companies. However, KBLP has advised PWCI of its
intention to set up new defined contribution pension plans into which KBLP intends to make
contributions which are substantially similar to those currently being made by the Operating
Companies. In respect of those workers who are beneficiaries of the Canadian Commercial
Workers Industry Pension Plan (“CCWIPP”), KBLP does not intend to assume the Operating
Companies’ existing participation agreements but intends to negotiate new participation
agreements involving substantially the same contribution amounts.

These proceedings may affect your legal rights. Accordingly, we encourage you to
obtain legal or financial advice so that you can better understand your personal
circumstances. Neither the Applicant nor PwCI can provide advice to you with
respect to your rights.

In order to provide you with more information, PwCI has posted on its website copies of the
court orders and other court documents which relate to this proceeding, including the Motion
Record for approval of the Asset Sale. Those court materials may be accessed by
navigating to the following web page: http://www.pwc.com/car-krauscarpets.

If you do not have access to the Internet or would otherwise like to receive a hard copy of the
court materials, please contact PwCI at the following telephone numbers: 1-877-332-1688 or
(416) 687-8449.
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