D. Yaretz #2
August 23, 2011

NO. S115028
VANCOUVER REGISTRY

-IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND
IN THE MATTER OF THE CANADA BUSINESS CORPORATIONS ACT,R.S.C. 1985, ¢. C-44
AND
IN THE MATTER OF PAKIT INC.
PETITIONER

AFFIDAVIT

I, Dwayne Yaretz, businessman, of 2250-1050 West Pender Street, Vancouver, SWEAR (OR
AFFIRM) THAT:

1. I am the President of the Petitioner, and as such I have direct knowledge of the facts and
matters hereinafter deposed to, except where stated to be on information and belief, and

where so stated I verily believe them to be true.

2. 1 am authorized to make this affidavit on behalf of the Petitioner in support of an application

to extend the initial order.
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3. During the period since the initial order was made herein, the Petitioner has been diligently
seeking to stabilise its cash flow so that it can sustain its operation and put forward a plan for

its creditors.

4. The company requires approximately $601,000 per month (plus professional fees of
approximately $150,000) to maintain its operations during the restructuring period.
Eventually, the company hopes to achieve that level of income and more from the sale of its
machines and related products and services, but the process of converting machine sales into

revenue has taken longer than anticipated.

5. The projected (consolidated) cash flow that was relied upon to obtain the initial order
anticipated that the Petitioner would receive operating funds over the coming month from
several sources including further cash investments ($470,000 (USD 500,000) in weeks 2 and
3 and $500,000 in week 4) and further payments totalling $641,000 from its customer Grupo
San Cayetano (“Cayetano”) following commissioning of the facility in which the machines

that have already been purchased and delivered are being housed.

6. The Petitioner did receive $457,000 from the investor between weeks 2 and 3 although this

was made as a loan directly to me and I loaned the money in turn to the Petitioner.

7. The remaining funds from the investors have been delayed. The Petitioner now expects to
receive those funds several weeks behind schedule. I understand this to be due to the need
for the investors to liquidate other investments in the market in order to free up the necessary
funds to make the investment in the Petitioner. This process was complicated over the last
month due to unanticipated turmoil in the markets. I understand from the investor and
verily believe that second US$500,000 has now been liquidated and will be paid to the
Petitioner in the week of September 2, 2011.

8. The Petitioner has also obtained subscription agreements for additional equity investments of
approximately $143,000 from several sharcholders which are being held in trust to be
received if the Petitioner obtains an extension to the initial order of at least 20 days on this

application.
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10.

11.

12.

13.

14.

With respect to Cayetano, 60% of the purchase price for the machines it has purchased has
already been paid and a further 30% was supposed to be made in week 5 (by August 26).
This payment will not be made on schedule. The problem is that Cayetano refuses to make
the payment until the machines are operating to certain specifications in the facility that has
been built for them. This has not happened because a cooling tower in the facility was not
installed properly by a third party contractor. The Petitioner is working with the contractor
responsible for the cooling tower in an effort to get it operating properly so that the

anticipated payments from Cayetano can resume as projected.

Within the last 24 hours, Cayetano sent a letter to the Petitioner repudiating the sales
contracts on the basis of alleged problems with the machines. The Petitioner is urgently

working with Cayetano to resolve the issues raised in the letter.

The Petitioner has in the past week made further progress towards a sale with another
customer who has signed a letter of intent to purchase five machines in this calendar year,
which, if such sales proceed, will result revenues in excess of $15 million. The customer is
expected to pay a deposit of $100,000 to reserve a production slot for the first machine in the

near future.

A third customer who has provided a letter of intent to purchase several machines has in the
last two weeks engaged an engineering firm to perform a site analysis to construct a new

facility to house the machines, with an initial purchase anticipated of 8-12 machines.

A fourth customer has signed a letter of intent anticipating ordering two machines in

Septembér, 2011.

The Petitioner has also been seeking to restructure its business to reduce costs. The

Petitioner has been identifying costs that can be reduced on a go-forward basis. That process

in underway and will continue to be pursued over the coming weeks.
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15.  Attached and marked as Exhibit A to this my affidavit is an updated cash flow that has been
prepared assuming that the issues raised in the last 24 hours by Cayetano are resolved so that
the anticipated payments for the purchased machines are received in the coming weeks. |
believe that the projections in the attached cash flow are reasonable and can be achieved,

provided the problems with Cayetano are resolved in the near future.

SWORN BEF ME at the City of

Vancouver, in Province of British

Columbia, thigZ3™ day of August, 2011.
win,

Y

\)\ Y —

A Conm\fissi?ﬁw taking Affidavits for

British Colymbia .., | 0. MILIAN
Barrister & Solicitor
4300 - 777 DUNSMUIR STREET
L VANCOUVER B8.C. V7Y 1K2
~.._ (604)643- 7104
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This is Exhibit “ A " referred to in the
Affidavit of DWAYNE YARETZ made
before me on thig 23™ day of August, 2011.

Ve

A Commissioner for taking Affidavits in
British Columbia
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