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INTRODUCTION

1. On Apfil 29, 2010, Planet Organic Health Corp. _(“Pianet” or the “Company”) and Darwen
Holdings Ltd. (“Darwen”) (collectively the “Applicants”) filed for and obtained protection
under the Companies’ Creditors Arrangement Act (the “CCAA”). Pﬁrsuant to the Order of
this Honourable Court dated April 29, 2010 (the “Initial Order”), Deloitte & Touche Inc.
(“Deloitte”) was appointed as the Monitor of the Applicants (the “Momnitor”) in the CCAA

proceedings.

2. The Monitor provided this Honourable Court with a report dated May 11, 2010 (the “First
Report”) in connection with the Applicants’ motion to adjourn and postpone Planet’s

annual general meeting.

3. The Initial Order, the Pre-Filing Report of the Proposed Monitor dated April 29, 2010, and
the First Report of the Monitor, together with other documents related to these CCAA

proceedings, are available on the Monitor’s website at www.deloitte.com/ca/planet-organic.



PURPOSE

4.,

The purpose of this second report of the Monitor (the “Second Report”) is to provide

information on the:
i Operations of the Company since the granting of the Initial Order;
1l. Applicants’ Request for an Extension of the Stay Period; and

1. Monitor’s conclusions and recommendations.

TERMS OF REFERENCE

In preparing this Second Report, the Monitor has relied upon unaudited interim financial
information, the Applicants’ books and records, the Affidavit of Darren Krissie sworn May
18, 2010, and discﬁssions with management and its financial and legal advisors. The
Monitor has not audited, reviewed or otherwise attempted to verify the accuracy or
completeness of this information and, accordingly, the Monitor expresses no opinion or
other form of assurance regarding any such information. An examination of the financial
forecast as outlined in the Canadian Institute of Chartered Accountants Handbook has not
been performed. Future oriented financial information referred to or relied upon in this
Second Report is based on management’s assumptions regarding future events and
conditions that are not ascertainable. Accordingly, actual results achieved will vary from

any such information, and the variations may be material.

Unless otherwise stated, all monetary amounts contained in this Second Report are

expressed in Canadian dollars.

Capitalized terms used in this Second Report but not defined are as defined in the Pre-Filing

Report and the First Report.



THE OPERATIONS OF THE COMPANY SINCE THE GRANTING OF THE INITIAL
ORDER

8.

The Company continues to pay its employees and remit statutory deductjons in the normal

course of business, as authorized by the Initial Order.

Highlights of the Company’s financial performance for the period from May 1, 2010 to May
8, 2010 are presented in the Cash Flow Variance Analysis annexed hereto as Exhibit A. The

Monitor’s comments on the financial performance of the Company during this period are as

follows:

i. Compared with the Cash Flow Statement provided as Exhibit C of the First
Report (the “Cash Flow Statement”), the Company experienced a favourable
variance of approximately $143,000 in respect of ending cash flows for Week 2.
This variance is partly attributable to higher sales than initially projected.
Deposits from sales had a favourable variance compared to forecast of

approximately $27,000;

il. Trade payable disbursements had an unfavourable variance compared to forecast
of approximately $95,000 as the Company issued $175,000 in deposits to secure

future deliveries;

. Offsetting the unfavourable variance in trade payables were the favourable
variances for operating expenses and rent expenses of approximately $51,000 and
$61,000, respectively. Operating expenses were less than expected, as
professional fees for accounting and tax related engagements were not incurred
during Week 2, as originally anticipated by the Company. Rent expense was less
than projected as utility expenses related to the Applicants’ leased premises have

yet to be invoiced; and

1v. Restructuring costs had a favourable variance of $82,000, due to timing of receipt

of invoices from the Applicants’ restructuring advisors.



10. At the close of Week 2 of the CCAA proceedings, cash on hand amounted to $4.1 million

compared to a forecasted balance of $4.0 million as per the Cash Flow Statement.

11. As at the date of this Second Report, the Monitor understands that all expenses incurred
have been or will be paid from the existing working capital of the Company. The Company
does not project a requirement for additional financing as supported in the Updated Cash

Flow Statement annexed hereto as Exhibit B.

STAY PERIOD EXTENSION

12. The Applicants have notified the Monitor of their request for an extension of the Stay Period
to June 18, 2010 to allow the Applicants an opportunity to: (i) finalize a proposed
acquisition agreement with Catalyst — the Applicants’ senior secured lender — for
substantially all of the assets and operations of the Applicants; and (ii) bring that proposed

transaction forward in a motion for approval by this Honourable Court.

13. The Monitor understands that Catalyst supports the Applicants’ request for an extension of

the Stay Period to June 18, 2010.
MONITOR’S CONCLUSIONS AND RECOMMENDATIONS

14. Based on the Applicants’ cash flow forecast, the Applicants appear to have sufficient

available funding resources to support an extension of the Stay Period to June 18, 2010.

15. It is the view of the Monitor that the Applicants have been acting and continue to act in good
faith and with due diligence in their restructuring efforts. As such, the Monitor supports the
Applicants’ request for an extension of the Stay Period to June 18, 2010.



All of which is respectfully submitted at Toronto, Ontario, this 19th day of May, 2010.

DELOITTE & TOUCHE INC.
In its capacity as Monitor of Planet Organic Health Corp. and Darwen Holdings Ltd.

Per:

Pierre Laporte, CA-CIRP
President
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/

Huey Lee, MBA, CMA, CIRP
Vice President



Exhibit A — Cash Flow Variance Analysis

Week ending May 8, opening cash balance

Cash outflows
Trade payables
Operating expenses
Payroll
Rent
Maintenance capex
Total outfiows

Cash inflows
Deposits - sales
Total inflows

Net weekly operating cash position

Exchange difference on USD accounts
Disbursements - Restructuring

Week ending May 8, ciosing cash balance

Forecast Actual Variance
4,114,677 S 4,114,677 S -
(792,624) (888,106) {95,482)
(157,276) (105,785) 51,491
(298,875) (238,049) 60,826
(5,000) 5,000
(1,253,775) (1,231,940) 21,835
1,298,911 1,326,322 27,411
1,298,911 1,326,322 27,411
" 45,136 94,382 48,246
- 11,451 11,451
(168,000} (85,911) 82,089
3,991,813 S 4,134,599 S 142,786
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