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INTRODUCTION

T By Order of this Honourable Court dated May 19, 2009 (the “Initial Order”),
W.C. Wood Corporation Ltd., the Canadian operating company (“WC Wood
Canada”), and W.C. Wood Corporation, Inc., the US operating company and
parent of WC Wood Canada, (“WC Wood US”) obtained protection from their
creditors under the Companies’ Creditors Arrangement Act, (“CCAA
Proceedings”). Pursuant to the Initial Order, BDO Dunwoody Limited was
appointed monitor of the Companies (the “Monitor”’) and was directed to take a
number of actions including monitoring the Companies’ receipts and
disbursements, advise the Companies in the preparation of their cash flow
forecasts and reporting as required by the DIP Lenders (as defined below), and to
apply to the United States Bankruptcy Court for the District of Delaware (the “US
Bankruptcy Court”) for an Order recognizing these CCAA Proceedings as foreign
main proceedings and in the alternative, foreign non-main proceedings pursuant
with Chapter 15 of the US Bankruptcy Code (“‘Chapter 15 Proceedings”).

Z. On May 25, 2009, this Honourable Court issued an amendment to the Initial
Order (the “Amended Initial Order”) adding W.C. Wood Holdings, Inc., the
parent of WC Wood US, to the CCAA Proceedings and approving a debtor in
possession credit facility (the “DIP Facility”) to be provided by the Applicants’
current lenders (the “DIP Lenders”) in order to finance the working capital
requirements of the Companies.



The purpose of this Report is to provide this Honourable Court with information
in respect of the:

(a) ongoing operations of the Companies;

(b) activities of the Monitor since the First Report of the Monitor dated May
24, 2009 (the “First Report”);

(c) Companies’ cash flow results relative to forecast;

(d) Chapter 15 proceedings;

(e) Panasonic Compressor inventory

€3} Whirlpool DIP Loan;

(2) restructuring efforts to date;

(h) review of the security documents of the Secured Lenders; and

(1) Monitor’s recommendations.

ONGOING OPERATIONS

4.

Since May 19, 2009 (the “CCAA Filing Date”), the Companies have worked to
maintain their operations in the normal course during the CCAA Proceedings.
The Companies continue to manufacture and sell products to their customers in
Canada and the US, and has for the most part have obtained necessary supplies
from their suppliers. There have been some reductions in the hourly and salaried
workforce in both Canada and the US, and the Companies have secured necessary
financing through the DIP Facility, to continue operations while they attempt to
restructure.

MONITOR’S ACTIVITIES

5.

The key activities of the Monitor since the First Report include the following:

(a) approving disbursements supporting funding requests pursuant with the
DIP Facility;

(b) reviewing the Companies’ cash flow results and comparing to forecast and
obtaining explanations for variances on a weekly basis;

(©) preparing monitoring reports and reviewing with the DIP Lenders on a
weekly basis as well as responding to their requests for additional
information;



(d) obtaining information from the Applicants for the Monitor’s legal counsel
to prepare materials for filing under the Chapter 15 Proceedings as
discussed below;

(e) sending notification of the CCAA Proceedings (the “Notice to Creditors”)
and responding to inquiries from the Applicants’ creditors; posting the
Initial Order, Amended Initial Order, notices to creditors, Monitor reports,
and Court  materials on the Monitor’s website at
www.bdo.ca/extranets/wcwood/index.cfm A copy of the Notice to
Creditors is attached as Schedule “A”; and

® meeting with management of the Applicants to review the status of the
sale of the Mexican Business, the listing of the Companies’ realty and
other non-core businesses for sale, and the progress of their restructuring
plans.

CASH FLOW RESULTS RELATIVE TO FORECAST

6. Attached as Schedule “B” is a detailed schedule of the Companies’ cash receipts
and disbursements for the period from May 19, 2009 to June 6, 2009 with a
comparison to the cash flow forecasts filed with this Honourable Court in
connection with the commencement of the CCAA Proceedings. A summary of
the cash receipts and disbursements and DIP Facility loan balances for WC Wood
Canada and WC Wood US for the period May 19 to June 6, 2009 is presented
below.

Schedule of Cash Flow Compared to Forecast
May 19 to June 6, 2009
CANADA US
Actual Forecast Actual Forecast

(CDN$000) (US$000)
Total Receipts $ 2201 $ 2759 $ 3,005 $ 4,001
Total Disbursements $ (2,668 § (3.844) $ (2,120) $ (3,840)
Cash Surplus (Deficit) $ (467) §  (1,085) $ 885 § 161
DIP Loan Balance $ 5910 § 6,268 § 6,758 $ 7,719

7. Overall net cash flow exceeded forecast by $619,000 in Canada, and $725,000 in
the US. The material components of these overall variances are outlined below.

Accounts Receivable Collections

8. Collections were below forecast by $569,000 in Canada, and $1,013,000 in the
US. In the US, the variance was due, in part, to a reduction in collections from
the Whirlpool Group (see below) by $395,000. Management advises that the






