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Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C36, AS AMENDED
AND
IN THE MATTER OF THE CANADA BUSINESS
CORPORATIONS ACT, R.S.C. 1985, ¢. C-44
AND
IN THE MATTER OF A PLAN OF COMPROMISE OR

ARRANGEMENT OF PAKIT INC.

ALVAREZ & MARSAL CANADA INC.
PROPOSED MONITOR’S REPORT ON

THE CASH FLOW STATEMENT
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INTRODUCTION

Alvarez & Marsal Canada Inc. ("A&M" or the "Proposed Monitor") understands that
Pakit Inc. ("Pakit" or the “Company”) intends to bring an application before this
Honourable Court seeking certain relief under the Companies' Creditors Arrangement
Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") granting, inter alia, a stay of

proceedings until August 25, 2011 and appointing A&M as Monitor.

In accordance with section 10(2) of the CCAA, Pakit has prepared a 13-week cash flow
forecast for its receipts and disbursements, including Pakit International Trading
Company Inc. (“Pakit International”) and Packaging International Technology Sweden
AB (“PIT”), for the period July 23, 2011 to October 21, 2011 (the “Cash Flow
Statement”). In preparing the Cash Flow Statement, management of the Company
(“Management”) has used the probable and hypothetical assumptions set out in notes to

the Cash Flow Statement.

A copy of the Cash Flow Statement and notes are appended as Exhibit E to the Affidavit
of Dwayne Yaretz sworn on July 26, 2011. A copy of the signed letter from the
Company to the Proposed Monitor containing the prescribed representations of the
Company regarding the preparation of the Cash Flow Statement and a copy of the Cash

Flow Statement are attached hereto as Appendix “A”.

As indicated in the Cash Flow Statement, the Company estimates that Pakit will have
total receipts of $970,000 and disbursements of $1.1 million (excluding $110,000 of
intercompany transfers to Pakit International). The Cash Flow Statement also indicates
that on a consolidated basis that Pakit, Pakit International and PIT (collectively the

“Pakit Group”) will have total receipts of $6.2 million and disbursements of $4.2

.



2.0

2.1

2.2

million (figures exclude intercompany transfers from Pakit to Pakit International of
$110,000 and from Pakit International to PIT of $1.9 million). As reflected in the Cash
Flow Statement, the Company has sufficient funds to satisfy the Pakit Group’s projected
uses of cash for the next 13 weeks based on various assumptions, including receipt of
funding from investors/financiers for approximately $1.4 million and receipt of payments
from its primary customer based in Spain for progress billings of $4.2 million related to
certain milestones in respect of four Pakit machines. The Proposed Monitor understands
that a key customer contract for the sale of two machines is in Pakit’s name rather than in
the name of Pakit International, the company that purchased the machines and holds the
related patents. The Company has indicated that the agreement was entered into by Pakit
as agent for Pakit International and that the proceeds for these two machines are for the

benefit of Pakit International and are assumed to be paid to Pakit International.

TERMS OF REFERENCE

In preparing this report, A&M has necessarily relied upon unaudited financial and other
information supplied, and representations made to us, by certain senior management of
Pakit. Although this information has been subject to review, A&M has not conducted an
audit nor otherwise attempted to verify the accuracy or completeness of any of the
information of Pakit. Accordingly, A&M expresses no opinion and does not provide
other form of assurance on the accuracy of any information contained in this report, or

otherwise used to prepare this report.

Certain of the information referred to in this report consists of financial forecasts and/or
projections prepared by Management. An examination or review of financial forecasts

and projections and procedures, as outlined by the Canadian Institute of Chartered
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Accountants, has not been performed. Readers are cautioned that since financial forecasts
and/or projections are based upon assumptions about future events and conditions that are
not ascertainable, actual results will vary from the projections, even if the assumptions

materialize, and the variations could be significant.

Unless otherwise stated, all monetary amounts contained in this report are expressed in

Canadian dollars.

PROPOSED MONITOR’S REPORT ON THE CASH FLOW STATEMENT

We have reviewed the Cash Flow Statement in our capacity as Proposed Monitor of the
Company. The sole purpose of the Proposed Monitor’s report is to provide the Court
with our findings with respect to our review of the Company’s Cash Flow Statement as to

its reasonableness in accordance with section 23(1)(b) of the CCAA.

The Cash Flow Statement, attached as Appendix A, of Pakit as of the 26th day of July,
2011, for the period from July 23, 2011 to October 21, 2011, has been prepared by the
Management of the Company for the purpose described in the Initial Draft Order, using

the probable and hypothetical assumptions set out in notes attached as Appendix A.

Our review consisted of inquiries, analytical procedures and discussions related to
information supplied to us by certain of the management and employees of the Company.
Since hypothetical assumptions need not be supported, our procedures with respect to
them were limited to evaluating whether they were consistent with the purpose of the
Cash Flow Statement. We have also reviewed the support provided by Management of
the Company for the probable assumptions, and the preparation and presentation of the

Cash Flow Statement.



34 Based on our review, nothing has come to our attention that causes us to believe that, in

all material respects:

a) the hypothetical assumptions are not consistent with the purpose of the Cash Flow
Statement;

b) as at the date of this report, the probable assumptions developed by Management
are not suitably supported and consistent with the plans of the Company or do not
provide a reasonable basis for the Cash Flow Statement, given the Hypothetical
assumptions; or

¢) the Cash Flow Statement does not reflect the Probable and Hypothetical

assumptions.

3.5  Since the Cash Flow Statement is based on assumptions regarding future events, actual
results will vary from the information presented even if the hypothetical assumptions
occur, and the variations may be material. Accordingly, we express no assurance as to
whether the Cash Flow Statement will be achieved. We express no opinion or other form
of assurance with respect to the accuracy of any financial information presented in this

report, or relied upon by us in preparing this report.



3.6 The Cash Flow Statement has been prepared solely for the purpose described in the draft

Initial Order, and readers are cautioned that it may not be appropriate for other purposes.

sk ok ookok

All of which is respectfully submitted to this Honorable Court this 28" day of July, 2011.

Alvarez & Marsal Canada Inc., in its
capacity as Proposed Monitor of Pakit Inc.

o~

Per: Pam K. Boparai
Vice President



M

pakit

July 26, 2011

Alvarez & Marsal Canada Inc.
Suite 1680, 400 Burrard Streset
Commerce Place

Vancouver, BC

Attention: Pam K. Boparai

Dear Sirs

Re: Proceedings under the Companies’ Creditors Arrangement Act (“CCAA”)
Responsibilities/Obligations and Disclosure with Respect to Cash Flow
Projections

In connection with the application by Pakit Inc. for the commencement of proceedings under the
CCAA in respect of Pakit, the management of Pakit ("Management’) has prepared the attached
Cash-Flow Statements and the assumptions on which the Cash-Flow Statements are based.

Pakit confirms that:
1. the Cash-Flow Statements and the underlying assumptions are the responsibility of Pakit;

2. all material information relevant to the Cash-Flow Statements and to the underlying
assumptions has been made available to Alvarez & Marsal Canada Inc. in its capacity as
proposed Monitor or Monitor; and




3. Management has taken all actions that it considers necessary to ensure:

a. That the individual assumptions underlying the Cash-Flow Statements are
appropriate in the circumstances; and

b. That the individual assumptions underlying the Cash-Flow Statements, taken as a
whole, are appropriate in the circumstances.

Yours Truly,

/Aévw ém

Nate: Jusole raedre

Title:  fRESrdEa7

(authorized director or officer of Pakit Inc.)
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