



March 28, 2007

Claude Simon






Vrtx, Inc.





1101 Mount Vernon Road





Soperton, GA  30457





Phone: 1 912 529 4800





Fax: 1 912 529 4746





Email: csimon@warpknittricot.com

Mr. Ed Faulkner

Fidelity Bank

237 E. Main St.

Gibsonville, NY  27249

RE: 335 Wall Street

       Yanceyville, NC  27379

Dear Ed:

I am enclosing some financial information on our companies, VRTX, Inc. and Veratex, Inc. to introduce ourselves to you.

VRTX, Inc. comprises the "mill" here in Georgia which will be relocated to Yanceyville, North Carolina.  Veratex, Inc. is our converting, administrative and sales arm located in New York which is the largest customer of VRTX.   At the moment, I am the only shareholder of both companies.

We are planning a move of the mill in Soperton to Yanceyville, North Carolina for the following reasons:

1. We need more space than we currently occupy.

2. We need to be closer to our  trading partners who are in North Carolina ito save time and freight

3. We are unable to staff our facility in Geogia due to local employment climate

4. We have the opportunity  to hire a plant manager with customer following who lives in the Burlington area and cannot relocate.

5.  We need to incorporate our outside contracted knitting into our own facility to improve bottom line.

Note that this is not a plan for expansion.  It is a plan to move and approximately double our internal production and eliminate our outside production.

The move that we are making will mean the sale of our facility in Soperton and  the satisfaction of the existing mortgage.  In addition, our new plant manager in North Carolina will  be purchasing approximately 35% of VRTX and providing an influx of approximately $200,000 in capital.  All the existing equipment and machinery will be moved.

The renovation is estimated at $750,000 and will take approximately 3 months.  Our current target date for 

closing on the building and commencement of renovations is May 1.   We are hoping that our accountant will have 2006 financial statements and tax returns ready for your review before then if needed.

Our offer to purchase has been tendered to Caswell County and we are awaiting response.

We have made an agreement with Advanced Materials, Inc. for the renovation of the building contingent upon financing.  We are proceeding with the engineering and specification phase so that we may provide you with specific plans and details of the project upon signing of the contract with Caswell County.

We are hoping that Fidelity Bank consider financing our new venture. Our financing needs are approximately $$675,000 for the purchase and renovation of the building  in Yanceyville which is 75% of the total estimated cost.

Sincerely,

Claude Simon

President

VRTX, Inc.

LIST OF ATTACHMENTS

· Local Business References

· Banking References

· VRTX  Balance Sheet 2006 (internal)

· VRTX Income Statement 2005 and 2006 (internal)

· Veratex Financial Statement 2004 (audited)

· Veratex Financial Statement 2005 (audited)

· Personal Financial Statement

· Projected Monthly Income Statement

· Renovation Proposal

· Building Website Page

· Contract Knitting 2006

LOCAL BUSINESS REFERENCES 

Brawer Bros., Inc.:

New Generation Yarns, Inc.
Warp Technologies Inc.


Springwood Church Avenue
601 Irving Parkway

Gibsonville, NC  27249                   Holly Springs, NC  27540

Andrew Brawer

Skip Smith

1 973 238 1800

Glen Raven Mills

1821 North Park Avenue

Burlington, NC  27215

Harold Hill

1 336 227 6211

Jim and Harold Hunnicutt

Formerly of Fairlane, Inc. Gibsonville,  North Carolina

1048 So. Church St.

Burlington, NC  27215

BANKING REFERENCE

For VRTX:

THE BANK OF SOPERTON

Soperton, GA  30457

PLEASE DO NOT CONTACT YET

For Veratex, Inc.

HSBC 

605 Third Avenue

New York, NY  10158

Rta 1 212  681 6220  (new contact as of March, 2007)

THE CIT GROUP/COMMERCIAL SERVICES

J11 West 42nd St

New York, NY  10036

Justin Coffey

1 212 461 5439

VRTX, INC. BALANCE SHEET MARCH 31, 2006 (INTERNAL)

ASSETS







Current Assets



Cash in Bank (Checking)
4,456.64


Accounts Receivable
10,425.23






Total Current Assets

14,881.87





Property and Equipment



Furniture and Fixtures
52,641.00


Machinery & Equipment(Warping)
74,913.39


Machinery & Equipment(Knitting
225,750.00


Building
295,000.00


Building Improvements
17,760.73


Accum. Depreciation - Furnitur
<9,789.00>


Accum. Depreciation - Equipmen
<98,642.00>


Accum. Depreciation - Building
<75,220.00>


Reserve for Amortization
<10,752.00>






Total Property and Equipment

471,662.12





Other Assets



Deposit (Electric)
65.00


Deposit (Rent)
100.00


Deposit(water)
150.00


Loan Receivable ( RH )
600.00






Total Other Assets

915.00





Total Assets

487,458.99





LIABILITIES AND CAPITAL







Current Liabilities



Accounts Payable
6,418.66


Disability Tax Payable
20.40


Loan Payable(CS-A)
257,975.18
*

Loan Payable(Veratex)
292,148.94
*

Loan Payable(JMS/CS)
30,000.00
*





Total Current Liabilities

586,563.18





Long-Term Liabilities



Mortgage Payable
111,573.06






Total Long-Term Liabilities

111,573.06





Total Liabilities

698,136.24





Capital



Paid-in Capital
20,000.00


Retained Earnings
<220,624.90>


Net Income
<10,052.35>






Total Capital

<210,677.25>





Total Liabilities & Capital

487,458.99

*These shareholder and related company loans can be subordinated by agreement to any bank loans

VRTX, INC. 2 YEARS INCOME STATEMENT (INTERNAL)


12 MONTHS ENDING 3/31/2006
12 MONTHS ENDING 3/31/2005

Revenues



Sales (Knitting Dept.)
227,610.75
193,855.03

Sales (Warping Dept.)
154,392.93
198,500.41

Sales (Others)
49,493.50
47,190.92

Interest Income
0.00
0.00

Finance Charge Income
0.00
0.00

Sales Discounts
0.00
0.00





Total Revenues
431,497.18
439,546.36





Cost of Sales



Machine Supplies
37,972.29
48,468.65

Packageing Materials
5,044.60
2,222.66

Repairs & Maint.(Machinery)
3,993.35
1,304.63

Workers Comp.
4,611.00
10,620.00

Labor & Supervision
261,995.10
258,863.34

Freight
533.08
3,066.82

Electricity
45,702.22
38,176.51

Water
2,124.42
2,179.03

Fuel
0.00
386.02

Gas
9,920.99
10,960.63





Total Cost of Sales
371,897.05
376,248.29





Gross Profit
59,600.13
63,298.07





Expenses



Bank Charges
254.10
111.80

Promotion
619.12
1,749.31

Travel
1,648.80
1,743.97

Depreciation Expense
0.00
0.00

Dues and Subscriptions Exp
423.97
428.98

Truck & Delivery(UPS/Fed.Exp.)
2,374.96
3,977.58

Telephone and Long Distances
6,549.59
6,704.07

Insurance Expense
4,206.00
3,551.00

Interest Expense
7,168.87
6,368.78

Legal and Professional Expense
5,620.70
2,850.00

Payroll Taxes Expense
20,850.78
20,826.72

Real Estate Tax
3,368.81
3,706.52

GA Corporation Tax
10.00
0.00

State Unemployment Tax
5,117.09
5,542.09

Federal Unemployment Tax(940)
2,368.73
1,248.00

Federa l Corporation Tax
1,327.00
0.00

Personal Property Tax
1,590.70
1,871.28

Office Supplies
3,678.22
4,053.10

Postage Expense
14.04
420.93

Rent  Expense
0.00
2,800.00

Repairs & Maintence Expense
560.00
792.50

Security Service
1,901.00
1,901.00

Salaries and Wages
0.00
0.00

Other Expense
0.00
0.00





Total Expenses
69,652.48
70,647.63





Net Income
<10,052.35>
<7,349.56>

Claude Simon Net Worth

       As of 12/31/06

               Acct                    Balance

   -------------------------------------------------

              ASSETS

                Cash and Bank Accounts

                  Checking#1-Citibank 79830938          7,835.61

                  Checking#2-Soperton1814508101         5,916.13

                  Citibank --Joint Acct.(JSCS)        161,521.99

                  Citibank Box-Valuables                1,000.00

                  Citibank--Joint Acct.(Deirdre)        8,149.00

                  IMMA-Citibank 79795685                  222.30

                                                  --------------

                Total Cash and Bank Accounts          184,645.03

                Other Assets

                  160MAD-6 Units-Commercial COOP    6,000,000.00

                  Austin Healey-1967                   22,500.00

                  House(Soperton)                     135,000.00

                  Jaguar 1984-XJ6B1984 Automobile      12,500.00

                  Jaguar-1984-SAJAV1340EC369409 Au      7,500.00

                  Loan to Veratex-CS                        0.00

                  Loan to VRTX                        257,978.18

                  Mickey Mouse-Artwork                  3,000.00

                  Tonjes Rd Farm                      440,000.00




County Rte 164 Annex                120,000.00

                  Tractor                               3,500.00

                                                  --------------

                Total Other Assets                  7,001,978.10

                Investments

                  Aberdeen Asia-Pacific Income Fun     38,530.00

                  Citibank IRA                         44,036.23

                  Columbian Mutua-Life Insurance       21,000.00

                  Equitable IRA                        10,693.32

                  National Financial                  352,884.00

                  Veratex Inc.                        341,094.00

                  VRTX Inc.                          -224,661.00

                  Wachovia                            314,354.00

                                                  --------------

                Total Investments                     897,930.55

                                                  --------------

              TOTAL ASSETS                          8,084,553.70

              LIABILITIES

                Other Liabilities

 


Farm Mortgage-Citicorp Mortgage      71,000.00

                  Loan Payable(J)-Loan Payable (js    290,000.00

                  Loan Payable(V)                      99,000.00

                                                  --------------

                Total Other Liabilities               460,000.00

                                                  --------------

              TOTAL LIABILITIES                       460,000.00

                                                  --------------

              TOTAL NET WORTH                       7,624,553.76

                                                  ==============

VRTX YANCEYVILLE PROJECTED INCOME STATEMENT






















Per Month
Per Year
VRTX 2006







SALES










Knitting
$44,352
$532,224
$214,051
** See Chart






Warping
$32,582
$390,986
$224,827
*** See Chart






Inspection/Doublefold
$4,650
$55,798
$55,798
Same as Soperton






Rental
$1,500
$18,000








TOTAL INCOME
$83,084
$997,008
$494,676








































COST OF SALES










Machine Supplies
$7,459
$89,502
$51,144
Based on Number of Machines and Shifts vs. Soperton






Packaging Materials
$1,120
$13,440
$7,680
Based on Number of Machines and Shifts vs. Soperton






Repairs and Maintenance
$351
$4,212
$2,106
Based on Size of Plant vs. Soperton






Workers Comp
$1,262
$15,148
$11,738
Based on Number of Employees vs. Soperton






Labor & Supervision
$43,687
$524,240
$224,355
* See Chart






Electricity
$6,035
$72,420
$41,383
Based on Number of Machines and Shifts vs. Soperton






Water
$418
$5,018
$2,333
Based on Number of Employees vs. Soperton






Gas
$2,305
$27,664
$13,832
Based on Size of Plant vs. Soperton






TOTAL COST OF SALES
$62,637
$751,644



















GROSS PROFIT
$20,447
$245,364



















EXPENSES










Promotion
$146
$1,749
$1,749
Same as Soperton






Travel
$145
$1,743
$1,743
Same as Soperton






Truck&Delivery
$158
$1,901
$1,901
Same as Soperton






Telephone
$625
$7,499
$7,499
Need 6 lines at $40/month






Insurance
$731
$8,771
$3,551
Based on Size of Building vs. Soperton






Interest



x Building Loan Interest See Below






Legal/Accounting
$238
$2,850
$2,850
Same as Soperton






Payroll Tax
$4,610
$55,316
$23,673
Based on Cost of Labor vs Soperton






Real Estate Tax
$709
$8,505
$3,706
.30/$100 Yanceyville, .645/$100 Caswell






NC Corp Tax

$0
$10
0.069






State Unemployment Tax
$457
$5,482
$5,542
+New Company is 1.2% of first $17,700 of wages






Fed Unemployment Tax
$477
$5,719
$1,248
++6.2% /first $7,000/wages-State Tax Credit/up to 5.4%






Fed Corp Tax
$1,327
$15,924
$1,327
Same as Soperton






Personal Property Tax
$269
$3,225
$1,871
Using .645/$100 






Office Supplies
$354
$4,243
$4,243
Same as Soperton






Postage
$35
$420
$420
Same as Soperton






Repairs & Maintenance
$66
$792
$792
Same as Soperton






Security
$158
$1,901
$1,901
Same as Soperton

















TOTAL EXPENSES
$10,503
$126,040



















NET INCOME
$9,944




















CASH FLOW










Net Income
$9,944









Building Payment
($5,033)









Cash Flow
$4,911.06









