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ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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

AND IN THE MATTER OF CERTAIN PROCEEDINGS
TAKEN IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS EASTERN DIVISION
WITH RESPECT TO THE COMPANIES LISTED ON
SCHEDULE “A” HERETO (THE “CHAPTER 11 DEBTORS”)

APPLICATION OF
MASSACHUSETTS ELEPHANT & CASTLE GROUP, INC.
UNDER SECTION 46 OF THE
COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

NOTICE OF MOTION
(returnable Monday, January 30, 2012)

Massachusetts Elephant & Castle Group, Inc. (the “Applicant”) in its capacity as the foreign
representative of the Chapter 11 Debtors (collectively, the “Debtors”) in the proceedings
commenced on June 28, 2011, in the United States Bankruptcy Court for the District of
Massachusetts Eastern Division (the “U.S. Court”), under Chapter 11 of Title 11 of the United
States Code (the “Chapter 11 Proceeding”) will make a motion to the Court on Monday,
January 30, 2012, at 9 a.m. or as soon after that time as the motion can be heard, at 330

University Avenue, Toronto.

PROPOSED METHOD OF HEARING: The motion is to be heard orally

THE MOTION IS FOR AN ORDER:

(a) deeming service good and sufficient for all purposes, and providing that

service on any party not named in the service list is expressly dispensed with;

AN



(b)

(c)

(d)

(e)

®

approving, recognizing and giving full force and effect in Canada, the
following order of the U.S. Court, in the form as approved and entered by the
U.S. Court (the “Sale Approval Order”):

(1) Order (A) Approving Asset Purchase Agreement Between The Debtors
And OJAC; (B) Authorizing The Sale Of The Assets Of The Debtors
Free And Clear Of All Liens, Claims And Interests; And (C)
Authorizing The Assumption And Assignment Of Executory Contracts

And Unexpired Leases In Connection Therewith;

authorizing and approving the execution of the Asset Purchase Agreement
dated November 18, 2011 (the “APA™) by the Debtors and the transaction set
out therein (the “Transaction”), and authorizing the Debtors to take such steps
and execute such additional documents as may be necessary or desirable for
the completion of the Transaction and the conveyance of the Assets to Original

Joe’s Acquisition Corp. (the “Purchaser”);

providing that, upon Closing (as defined in the APA), the Debtors’ right, title
and interest, if any, in and to the Assets shall vest in and to the Purchaser free

and clear of all encumbrances;

providing that the Designated Contracts (as defined in the APA, and which
include Assigned Leases, which are set out in Schedule “A” of the draft
Approval and Vesting Order included at Tab 3 of the Applicant’s motion
record) shall vest in the Purchaser subject to the conditions and in accordance
with the terms of the APA and, upon so vesting, any and all past defaults shall
be deemed to be cured, and each lease shall be in good standing and effective

according to its terms as against the landlord and the Purchaser, as tenant; and

such further and other relief as counsel may request and this Honourable Court

may permit.



THE GROUNDS FOR THE MOTION ARE:

1. On June 28, 2011, the Debtors commenced the Chapter 11 Proceeding in the U.S.

Court;

2. On June 30, 2011, the U.S. Court made a number of orders including an Order

authorizing the Applicant to act as the “foreign representative” of the Debtors;

3. On July 4, 2011, this Honourable Court granted two orders that, among other things:
(a) declared the jointly administered chapter 11 cases of the Debtors to be a “foreign main
proceeding” pursuant to Part IV of the Companies’ Creditors Arrangement Act, R.S.C. 1985,
c. C-36, as amended (“CCAA”); (b) recognized the Applicant as the foreign representative of
the Debtors; (c¢) appointed BDO Canada Limited as the information officer in these
proceedings (the “Information Officer”); and (d) recognized and made effective certain other

“first day” orders entered by the U.S. Court;

4. The Debtors, with the exception of Repechage Investments Limited (“Repechage”)
entered into the APA with the Purchaser, as the stalking horse bidder, pursuant to which the
Debtors, other than Repechage, agreed to sell substantially all of their assets to the Purchaser.
The APA was expressly subject to approval by the U.S. Court and this Court and the receipt
of higher and better offers for the Assets;

5. On December 21, 2011, the U.S. Court granted an order (the “Bidding Procedures
Order”) that, among other things, approved the bidding procedures for the sale of assets of the
Debtors (the “Bid Procedures”), approved certain bidding protections, approved the form and
manner of the notice of sale and assumption and assignment of certain executory contracts

and unexpired leases and scheduled an auction and sale hearing for January 24, 2012;

6. The Debtors completed the Bid Procedures pursuant to the Bidding Procedures Order
and no “qualified bids” other than the bid by the Purchaser were received by the January 20,
2012 bid deadline. An additional bid was received from Good Times Restaurants, Inc. (the
“Good Times Bid”). However, the Good Times Bid was not considered a qualified bid under

the terms of the Bidding Procedures Order;



7. On January 24, 2012, the U.S. Court granted the Sale Approval Order which provides,
among other things, approval of the APA, authorization for the sale of the Assets free and
clear of all liens, claims and interests and the assumption and assignment of certain executory

contracts and unexpired leases in connection therewith;

8. The sale to the Purchaser is scheduled to close on February 3, 2012, which date
coincides with the expiration of the final order of the U.S. Court authorizing the Debtors to

continue to use cash collateral to meet the expenses of the operation of their business;

9. The sale of substantially all of the Debtors’ assets, in accordance with the Bid
Procedures and timeline contemplated by the Bidding Procedures Order is a critical

component of the Debtors’ restructuring;

10. The Applicant requests that this Honourable Court grant an order recognizing the Sale

Approval Order and giving it full effect in Canada;

11.  In connection with the recognition of the Sale Approval Order, the Applicant requests

an order vesting the Assets in and to the Purchaser free and clear of all encumbrances;
12. The APA contemplates the assumption and assignment of certain contracts and leases;

13.  The recognition of the Sale Approval Order is necessary for the completion of the

sales process and the conveyance of the Assets to the Purchaser;

14. Recognition of the Sale Approval Order is necessary for the protection of the Debtors’
property and the interests of the Debtors’ creditors;

15.  All landlords in Canada were served with the notice of the Sale Approval Order and
the proposed cure amounts associated with their leases. Only one Canadian landlord, that of
the restaurant located at 212 King St West in Toronto, filed an objection with the U.S. Court
to the Sale Approval Order;



16. The provisions of the CCAA, including Part IV and section 49;
17. Rules 2.03, 3.02, 16 and 37 of the Rules of Civil Procedure (Ontario); and

18. Such further and other grounds as counsel may advise and this Honourable Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of

the motion:

1. the Second Report of the Information Officer dated January 26, 2012;

2. the Affidavit of Sara-Ann Wilson, to be sworn; and

3. such further and other evidence as counsel may advise and this Honourable Court may
permit.
January 26, 2012 Heenan Blaikie LLP
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BACKGROUND

1. The Elephant & Castle Group (“E&C”) owns, operates and franchises, full service

British style restaurant pubs in the United States and Canada.

2. E&C was founded in 1977. Elephant & Castle Group Inc. (“E&C Group Inc.”), one
of the Chapter 11 Debtors, is the holding company for the affiliate debtors. In
2007, Repechage Investments Limited (“Repechage”), acquired and privatized
E&C Group Inc. Further details regarding the corporate structure of the Chapter
11 Debtors are set out in the First Report of the Information Officer dated
November 29, 2011 (the “First Report”), a copy of which is attached hereto as
Appendix “A” (without appendices).

3. As a result of the recession which commenced in 2009, E&C was impacted by a
downturn of sales in all of E&C’s restaurants in North America. In order to prevent
the shutdown of operations, the loss of jobs of more than 1,000 E&C employees,
and to protect the interests of their creditors and landlords, E&C has instituted

these proceedings.

4. On June 28, 2011 (the “Petition Date”), E&C filed voluntary petitions pursuant to
Chapter 11 of the US Bankruptcy Code in the United States Bankruptcy Court (the
“US Court”) for the District of Massachusetts Eastern Division (the “Chapter 11

Proceedings”).

5. E&C has both assets and creditors in Canada. However, E&C’s Canadian operations
are fully integrated with E&C’s US operations and the integrated North American
operation is controlled and managed by E&C’s management at E&C’s corporate
offices, which are located in Boston, Massachusetts. Accordingly, E&C’s “centre of

main interest” is in the United States.

6. On June 29, 2011, Massachusetts Elephant & Castle Group Inc. as the foreign
representative of the Chapter 11 Debtors (the “Foreign Representative”),

commenced proceedings in Canada (the “Recognition Proceedings”).



7. As part of the Recognition Proceedings, the Foreign Representative applied for and
received an Order dated June 29, 2011 under Part IV of the Companies’ Creditors
Arrangement Act, R.5.C. 1985, c. C-36 (the "CCAA"), granting certain limited
interim relief including an interim stay of proceedings until a request for an Initial
Recognition Order and Supplemental Order (as such terms are defined herein)

could be heard.

8. Upon application of the Foreign Representative:

(@) an Order of this Honourable Court dated July 4, 2011 (the “Initial Recognition
Order”):

(i) recognized the Foreign Representative;

(i1) declared the Chapter 11 Proceedings to be a “foreign main proceedings” for

purposes of the CCAA; and

(iii) stayed any claims, rights, liens, proceedings against or in respect of the
Chapter 11 Debtors, the directors and officers of the Chapter 11 Debtors
and the property of the Chapter 11 Debtors (the “Property”).

(b)an Order of this Honourable Court dated July 4, 2011, (the “Supplemental
Order”):

(i) recognized in Canada and enforced certain orders of the US Bankruptcy
Court made in the Chapter 11 Proceedings on June 30, 2011; and

(i1) appointed BDO Canada Limited (“BDO” or the “Information Officer”).

9. Copies of the Initial Recognition Order and Supplemental Order are attached as

Appendices “B” and “C” respectively.

PURPOSE

10. The purpose of this Second Report of the Information Officer dated January 25,
2012 (the “Second Report”) is to:

£



(a) provide a summary of the activities relating to the Chapter 11 Proceedings

from the date of the First Report to the date of this Second Report;

(b) advise the Court with respect to the results of the stalking horse sales
process undertaken by the Chapter 11 Debtors and the orders of the US

Court in respect thereof; and

(c)provide information to this Court with respect to the Applicant’s request to
have the sale and approval order granted by the US Court recognized in
Canada and granting certain ancillary relief in order to allow the purchase

transaction to close.

11.In preparing this Second Report, BDO has relied solely on information and
documents provided by the Foreign Representative, the Chapter 11 Debtors, their
affiliates and their counsel. BDO has not audited, reviewed or otherwise
attempted to independently verify the accuracy or completeness of this
information. Accordingly, BDO expresses no opinion or other form of assurance on

the information contained herein.

12.Unless otherwise stated, all monetary amounts contained herein are expressed in
United States dollars.

THE E&C DEBT STRUCTURE

13.As is more particularly detailed in the First Report, pursuant to the Loan
Agreement dated April 20, 2007, as amended (the “Loan Agreement”), GE Canada
Equipment Financing G.P. (“GE Canada”) provided E&C Group Inc. with a non-
revolving credit facility. As at the Petition Date, GE Canada was owed
approximately $15.9 million and CDN$2.5 million pursuant to the Loan Agreement.
The remaining Chapter 11 Debtors guaranteed E&C Group Inc.’s debt to GE

Canada.

14.Mr. David Dobbin (“Dobbin”), the Chairman of the Board of the E&C Group Inc.

and the President of Repechage, guaranteed E&C Group Inc.’s obligations pursuant

-4-
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15.

16.

17.

to the Loan Agreement.

In addition, Fifth Street Finance Corp. (as successor-in-interest to Fifth Street
Mezzanine Partners Ill, L.P. (“Fifth Street”)) provided certain facilities to
Elephant & Castle, Inc., one of the Chapter 11 Debtors, pursuant to a credit
agreement dated April 20, 2007, as amended (the “Fifth Street Credit
Agreement”). The Information Officer understands that, as at the Petition Date,

Fifth Street was owed approximately $4 million by Repechage.

The Information Officer also understands that, pursuant to an interlender
agreement among the Chapter 11 Debtors, GE Canada and Fifth Street, as
amended, the obligations owing to Fifth Street are subordinate to the obligations
owing to GE Canada. The outstanding principal under the Fifth Street Credit
Agreement was partially repaid, and the remaining outstanding amounts were

assigned to Repechage, pursuant to a Credit Agreement dated October 16, 2009.

In addition, as at the Petition Date, E&C owes a total of approximately $5 million

to unsecured creditors in the United States and Canada.

ACTIVITIES OF THE INFORMATION OFFICER

18.

Since the date of the First Report, the activities of the Information Officer have
included the following:

(a) responding to creditor inquiries regarding the Chapter 11 Proceedings;
(b) coordinating assistance between the Chapter 11 Debtors and ongoing

suppliers regarding continuing operations in Canada;

(c) coordinating information requests between Canada Revenue Agency and the
Chapter 11 Debtors;

(d) providing the names and addresses of Canadian creditors who had not

received notice of the Chapter 11 Proceedings, to the Chapter 11 Debtors;

P



(e) holding discussions with parties interested in a purchase of the Property in
Canada and directing them to BellMark Partners, LLC (“Bellmark”), the

Chapter 11 Debtor’s financial advisor; and

(f) providing instructions to creditors regarding filing of proofs of claim with
the Chapter 11 Debtors.

STALKING HORSE SALES PROCESS

19.As described in the First Report, the Chapter 11 Debtors, with the exception of
Repechage, entered into an asset purchase agreement dated November 18, 2011
(the “Stalking Horse Agreement”) with Original Joe’s Acquisition Corp. (the
“Stalking Horse Bidder” or the “Purchaser”) pursuant to which the Chapter 11
Debtors, other than Repechage, agreed to sell substantially all of their assets (the
“Assets”) to the Stalking Horse Bidder, subject to approval by the US Court and
the receipt of higher and better offers (the “Stalking Horse Sales Process”). A

copy of the Stalking Horse Agreement is attached hereto as Appendix “D”.
20. The principal terms of the Stalking Horse Agreement are as follows:

(a) Purchase Price - $22,750,000 less certain adjustments;
(b) Excluded Assets - the following assets of the Chapter 11 Debtors are
excluded:
(i) cash in bank;
ii) accounts receivable;

(

(iii) utility and sales tax deposits;

(iv) certain refunds due to the Chapter 11 Debtors; and
(

v) the assets of Repechage;

(c) Assumed liabilities - includes certain executory contracts and leases to be

assigned to the Purchaser; and

(d) Closing Date - the later of:



21.

(i) two business days following the issuing of an order of the Court

approving the sale; and

(i)  a date to be determined in January 2012.

On November 18, 2011, the Chapter 11 Debtors filed a motion (the “Bidding
Procedures Motion”) for an order, among other things, approving the bidding
procedures for the Stalking Horse Sales Process, scheduling a hearing to consider
the sale of substantially all of the assets of the Chapter 11 Debtors, authorizing
the sale of the Assets free and clear of all liens, claims, encumbrances and other
interests and authorizing the assumption and assignment of certain executory
contracts. A copy of the Bidding Procedures Motion (without exhibits) is attached

hereto as Appendix “E”.

CASH COLLATERAL ORDERS

22.Pursuant to an Order of the US Court dated June 30, 2011 (the “Initial Cash

23

Collateral Order”), the Chapter 11 Debtors were authorized to use Cash Collateral
(as defined in the Initial Cash Collateral Order) in order to meet the expenses of
the operations of their business in accordance with approved budgets. A copy of

the Initial Cash Collateral Order is attached hereto as Appendix “F”.

.The ongoing use of Cash Collateral has been authorized by subsequent interim

orders of the US Court. On December 21, 2011, the US Court issued a Stipulation
and Final order authorizing the use of Cash Collateral (the “Final Cash Collateral
Order”). The Final Cash Collateral Order authorizes the Chapter 11 Debtors to use
Cash Collateral in the ordinary course of their business in accordance with the
approved budget from December 8, 2011 through to February 3, 2012 (subject to
the Chapter 11 Debtors committing an event of default or consummating a sale of
substantially all of their assets on an earlier date). A summary of the Final Cash

Collateral Order is as follows:

(a) authorizes the Chapter 11 Debtors to use the Cash Collateral in the ordinary
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course of their business within the budget (the “Final Budget”) a copy of
which is attached as Exhibit A to the Final Cash Collateral Order, from
December 8, 2011 to the earlier of: (a) the expiration of the Notice Period
relating to an Event of Default as defined in the Final Cash Collateral Order,
(b) the date on which a plan of reorganization of the Chapter 11 Debtors or
a sale of all the Chapter 11 Debtors’ assets is consummated, and (c)
February 3, 2012, or such later date which GE Canada consents in its sole

discretion;

(b) allows the Chapter 11 Debtors to use the amounts solely for the purposes
identified in the Final Budget, provided that the Chapter 11 Debtors shall be
authorized to exceed the amounts, except for expenses of Retained
Professionals (as defined in the Final Cash Collateral Order) of the Chapter
11 Debtors and the Unsecured Creditors’ Committee (the “Committee”), in
the Final Budget by no more than ten (10) percent on an aggregate basis in

any week;

(c) recognizes the validity and enforceability of the outstanding pre-petition
secured debt, and granted perfected postpetition security interests and
replacement liens subject to certain Carve-Outs (as defined in the Final
Cash Collateral Order) against all presently owned and hereafter acquired
personal property, and real property of the Chapter 11 Debtors (except E&C
Pratt) for the amounts owed by the Chapter 11 Debtors to GE Canada, which
consisted of $19,217,831 plus interest, fees, costs, and expenses, as well as
certain guarantees owed by the Chapter 11 Debtors for the guarantee of the
amounts owed by Interim Aviation Holdings, Inc., a non-debtor affiliate, to
GE Canada in the amount of $2,126,452 plus interest, fees, costs, and

expenses.

24.The Stalking Horse Bidder and Chapter 11 Debtors have mutually agreed to extend
the initial closing date to February 3, 2012. The closing of the Sale Transaction is



25.

tied to the expiration of the Chapter 11 Debtors’ authority to continue to use the

Cash Collateral.

A copy of the Final Cash Collateral Order is attached hereto as Appendix “G”.

BIDDING PROCEDURES ORDER

26.

27.

28.

On December 21, 2011, the US Court granted an order (the “Bidding Procedures
Order”) that, among other things, approved the bidding procedures for the sale of
assets of the Chapter 11 Debtors (the “Bid Procedures”), approved certain bidding
protections, approved the form and manner of the notice of sale and assumption
and assignment of certain executory contracts and unexpired leases and scheduled

an auction and sale hearing.

In the Bidding Procedures Order, the US Court agreed with the conclusions of the
Chapter 11 Debtors that a sale of the Property, excluding the assets of Repechage
(the “Sale Assets”) as well as the assumption of and assignment of certain
executory contracts and unexpired assets to the Stalking Horse Bidder, subject to
higher and better offers, was the best method for maximizing the return to the
creditors of the Chapter 11 Debtors. In addition, the US Court agreed that the sale
price of the Sale Assets will be maximized by holding an auction in accordance

with the Bidding Procedures.

Attached hereto as Appendix “H” is a copy of the Bidding Procedures Order, the

hilites of which are summarized as follows:

(a) The Bidding Procedures provided for a bid deadline of January 20, 2012 (the
“Bid Deadline”). In the event that one or more Qualified Bids (as defined
in the Bid Procedures) were received, the Debtors were required by the Bid
Procedures to conduct an auction (the “Auction”). If no Qualified Bids,
other than the Stalking Horse Bid, are received by the Bid Deadline then the

Auction will be cancelled and the Chapter 11 Debtors shall accept the



Stalking Horse Bid.

(b) If a competing transaction or a plan of arrangement is approved by the US
Court, the Chapter 11 Debtors shall pay $500,000 to the Stalking Horse

Bidder as an expense reimbursement (the “Expense Reimbursement”).

(c) A hearing to approve the results of the Auction, or if no Auction, the sale to
the Stalking Horse Bidder will be held on Tuesday January 24, 2012 (the

“Sale Hearing”).

(d) Any objection to the Bidding Procedures Motion is to be filed by Friday
January 20, 2012.

(e) The Closing Date for the Stalking Horse Bid has been extended until
February 3, 2012.

(f) Following entry of the Bidding Procedures Order, the Debtors were to file a
schedule of cure obligations (the “Cure Schedule”) for all potentially
designated contracts (the “Designated Contracts”), which includes a
description of the executory contract or unexpired lease, and set forth the
costs the Chapter 11 Debtors believe is owed under each Designated
Contract (the “Cure Costs”). The Chapter 11 Debtors were to serve
notices, together with the Cure Schedule on each of the non-debtor parties
listed on the Cure Schedule no later than four business days after the entry

of the Bidding Procedures Order.

(g) Any objections to the assumption and assignment of a Designated Contract
were to be filed with the US Court no later than Friday January 20, 2012.
Should the Auction result in the successful bidder being a party other than
the Stalking Horse Bidder, then objections to the assignment of the
Designated Contracts to the Successful Bidder on the basis of adequate
assurance of future performance shall be filed and served no later than the

commencement of the Sale Hearing.

-10-



(h) If a non-debtor party to a Designated Contract fails to object to the
Assumption and Assignment Notice in a timely manner, such party shall be
forever barred from contesting the assumption and assignment of such
Designated Contract or asserting a claim or disputing the payment of the

Cure Cost.

(i) If an objection is filed on time, and should the parties be unable to
consensually resolve the objection prior to the Sale Hearing, then the

objection will be determined at the Sale Hearing.

RESULTS OF THE STALKING HORSE SALES PROCESS

29.The Debtors completed the Bid Procedures pursuant to the Bidding Procedures
Order and no “qualified bids” other than the bid by the Purchaser were received
by the Bid Deadline. An additional bid (the “Good Times Bid”) was received from
Good Times Restaurants, Inc. (“Good Times”). However, the Good Times Bid was
not considered a Qualified Bid under the terms of the Bidding Procedures Order.
In particular, the Good Times Bid did not include a cash deposit or evidence
establishing that Good Times has readily available funds to enable it to timely
consummate its competing offer. Accordingly, the Chapter 11 Debtors proceeded
with their motion (the “Sale Approval Motion”) before the US Court seeking an

order (the “Sale Approval Order”):

(a) approving the Stalking Horse Agreement and the transaction contemplated

therein (the “Sale Transaction”);

(b) authorizing the sale of the Sale Assets to the Purchaser free and clear of all

liens, claims and interests; and

(c) authorizing the assumption and assignment of certain executory contracts

and unexpired leases in connection therewith.

30.0n January 20, 2012, Dobbin filed with the US Court:
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31.

32.

33.

34.

35.

(a) a motion for leave to conduct a Rule 2004 examination of GE Canada (the
“Dobbin Motion”); and

(b)a limited objection to the Sale Approval Motion requesting that the Sale
Approval Motion be deferred pending the results of the examination of GE
Canada (the “Dobbin Objection”).

Dobbin is the principal of the Chapter 11 Debtors, the Chairman of the Board of
the E&C Group Inc., Good Times, and Repechage, the guarantor of the Chapter 11
Debtors’ debt to GE Canada.

The Dobbin Motion alleged that, upon information and belief, GE Canada was
providing financing to the Stalking Horse Bidder in connection with the acquisition
of the Sale Assets and, to ensure the sale of the Sale Assets was conducted without
taint, an investigation into GE Canada’s conduct in connection with the sales

process was warranted.

On the advice of counsel, the board of E&C Group Inc. took steps to form an
independent committee (the “Independent Committee”) to consider the Dobbin
Objection and the Good Times Bid. A meeting of the lndependent Committee was
called on January 21, 2012 to discuss the Dobbin Objection and the Good Times
Bid. Dobbin objected to such meeting and, on January 21, 2012, in his capacity as
the controlling shareholder of Repechage, Dobbin acted to remove the entire

board of directors of E&C Group Inc., other than himself.

On January 23, 2012, the US Court denied the Dobbin Motion holding that Dobbin
failed to demonstrate good cause for the examination and, among other things, a
fishing expedition on behalf of a counter-offeror which would delay a court-
ordered sale of the Sale Assets would be inappropriate in the circumstances and
not in the interest of the bankruptcy estate. A copy of the Endorsed Order of the
US Court dated January 23, 2012 is attached hereto as Appendix “1”.

Dobbin withdrew the Dobbin Objection to the Sale Approval Motion.
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36.0n January 24, 2012, the US Court granted the Sale Approval Order, approving the
Stalking Horse Bid. A copy of the form of Sale Approval Order that has been
submitted to the US Court for approval is attached hereto as Appendix “J”. The

form of Sale Approval Order concludes that:

(a) the Bidding Procedures, including the issuing of Notices of the Sale Hearing
and the assumption and assignment of unexpired leases were properly

carried out;

(b) the Stalking Horse Bid was a fair and reasonable offer and no other

Qualifying Bids were received;

(c) GE Canada has recommended the approval of the Stalking Horse Bid;

(d) the proceeds from the Sale Assets will stand in place of the Sale Assets and
therefore the approval of the Sale Transaction was in the best interests of
the Chapter 11 Debtors, their creditors, and all other parties with an

interest in this matter; and

(e) pursuant to the Sale Approval Order the US Court will retain jurisdiction
with respect to the terms and provisions of the Sale Approval Order,
however to the extent necessary and to recognize and give effect to the
Sales Approval Order in Canada, the US Court requests the aid and
assistance of this Honourable Court to grant recognition to the Sales

Approval Order.

37.The Information Officer understands that the Applicant will file a copy of the

issued and entered Sale Approval Order once it is received.

CANADIAN LANDLORDS

38.The Sale Approval Order authorizes the Chapter 11 Debtors to assign certain
executory contracts, including real property leases, to the Purchaser, on the
condition that all cure costs are paid by the Chapter 11 Debtors as part of the

assignment.

-13 -
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39.Pursuant to the Order of the US Court dated November 7, 2011, the US Court
extended the deadline by which the Chapter 11 Debtors were required to assume
or reject any lease of non-residential real estate to January 24, 2012. Certain of
the landlords consented to a further extension of the January 24, 2012 deadline,
however most either did not consent, or did not respond to the Chapter 11 Debtors

request for consent.

40. At the hearing of the Sale Approval Motion, the Chapter 11 Debtors advised the US
Court of their intention to reject the lease for the Whistler location at 19-4308
Main Street, Whistler, BC. The Chapter 11 Debtors also confirmed that they will

assume the leases for the following Canadian locations:
(a) 378 Yonge Street, Toronto, Ontario;
(b) 350 Saint Mary Avenue, Winnipeg, Manitoba;
(c) Unit G 310, Edmonton City Centre, Edmonton, Alberta; and
(d) 385 Burrard Street, Vancouver, British Columbia.

41.0n January 24, 2012, the US Court granted the Chapter 11 Debtors an extension of
the time to assume or reject certain non-residential real property leases with the
written consent of the affected landlords. The form of order, a copy of which is
attached hereto as Appendix “K” (the issued order was not available at the time of
filing this Second Report), provides the following deadlines for the Chapter 11

Debtors to assume or reject the remaining Canadian leases:
(a) 10314 Whyte Avenue, Edmonton, Alberta - February 2, 2012;
(b) Rosie’s on Robson, 293 Robson Street, Vancouver, BC - February 29, 2012;
(c) Unit 100, Rideau Centre, Ottawa, Ontario - February 29, 2012; and
(d) 212 King St. West, Toronto, Ontario - February 1, 2012.

42.Four landlords filed objections to the Sale Approval Motion. All landlords in
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Canada were served with notice of the Sale Approval Motion and the proposed cure
amounts associated with their leases. Only one Canadian landlord, 212 King West
Holdings (“212 King West”), in respect of the restaurant located at 212 King St.
West in Toronto, filed an objection to the Sale Approval Motion (the “King West
Objection”).

43.The King West Objection, a copy of which is attached hereto as Appendix “L”
(without exhibits), objects to the cure amount owed under the lease and asserts
that the Chapter 11 Debtors forfeited their renewal rights under the lease based

on numerous pre-petition payment defaults.

44.212 King West agreed to extend the date to resolve the King West Objection to
January 26, 2012. The Sale Approval Order provides that, the parties shall
continue discussions concerning the King West Objection and shall endeavour to
file a stipulation on or before the close of business on January 26, 2012 resolving
such issues. In the event the Chapter 11 Debtors and 212 King West are unable to
reach a resolution, the parties will be heard before the US Court at a hearing to be
held on January 27, 2012 at 2 pm in Springfield, Massachusetts. The Applicant or
the Information Officer will update the Court on the status of this dispute at the

hearing of the within motion.
PAYMENT OF PROCEEDS

45.The Sale Approval Order directs that all proceeds from the Sale Assets be paid to
GE Canada except for the following (all capitalized terms are defined in the

Stalking Horse Agreement):

(a) approximately $3 million to be paid into a segregated escrow account to fund

pre and post petition sales taxes, Cure Amounts and the Gift Card liability;

(b) approximately $1.7 million minus cash on hand to fund the Priority Claim Carve
Out;
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(c) the Transaction Fee (as defined in the Final Cash Collateral Order), unpaid fees

and expenses owing to Bellmark;

(d) unpaid fees and expenses owing to the Debtor’s Professionals and subject to

certain limits (as defined in the Final Cash Collateral Order);

(e) unpaid fees and expenses owing to the Committee’s Professionals and subject

to certain limits (as defined in the Final Cash Collateral Order);

(f) an amount equal to the lesser of $500,000 and 10% of the aggregated
unsecured claims non-priority unsecured claims against the Chapter 11 Debtors,

which are to be distributed on a pro-rata basis;

(g) fees of $30,000 to a party to be selected to administer the unsecured claims

made against the Chapter 11 Debtors; and

(h)an amount equal to the unpaid fees of the US Trustee and Clerk of the US

Court.

46.In addition, collections from accounts receivable (which are excluded from the
Sale Assets) received after closing are to be turned over by the Chapter 11 Debtors
to GE Canada.

REPECHAGE

47.Repechage is the ultimate parent company of the Debtors. It is incorporated under
the Canada Business Corporations Act with its registered office in Toronto,

Ontario. E&C Group Inc. is a wholly owned subsidiary of Repechage.

48.Repechage is not a party to the Stalking Horse Agreement and, as such, its assets

are not part of the transaction with the Purchaser.

49.The Information Officer understands that Repechage is in the process of
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considering its options for an orderly liquidation of its assets.

SUMMARY AND CONCLUSION

50.

51.

52.

53.

54.

Since the Petition Date, the Chapter 11 Debtors, have continued to operate their
business as debtors in possession, and with the assistance of professional
restructuring advisors, have considered whether a sale of the Property or a
restructuring plan would maximize a return to their creditors in both the US and

Canada.

In mid-November, with the consent of GE Canada and the Committee, the Chapter
11 Debtors accepted an offer from the Stalking Horse Bidder to purchase the Sale
Assets subject to the Stalking Horse Sales Process. The Chapter 11 Debtors
believed that the Stalking Horse Sales Process would maximize the return to
creditors and brought a motion to the US Court to issue orders approving the
Stalking Horse Agreement and Bidding Procedures. The US Court issued the

requested orders.

By the Bid Deadline, no other Qualifying Offers were received. On January 24,
2012, the US Court issued the Sale Approval Order.

Four objections to the assumption and assignments of unexpired leases have been
filed by Canadian landlords, however the time period to assume or reject the

leases has been extended by the US Court.

Although it is anticipated that net proceeds of the Sale will not be sufficient to
pay the secured claim of GE Canada, there will be a limited distribution to priority
claims as set out under the US Bankruptcy Code and unsecured creditors in both
Canada and the US will also be paid from the sales proceeds an amount on account

of their claims. The Information Officer understands that a mechanism to
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55.

56.

57.

58.

59.

60.

distribute these funds to the unsecured creditors is to follow in relatively short

order after the closing of the Sale Transaction.

In conclusion, the integrity of the Stalking Horse Sales Process, and the Stalking
Horse Bid was approved by order of the US Court, who concluded that the approval
of the Sale Transaction was in the best interests of the Chapter 11 Debtors, their

creditors, and all other parties with an interest in this matter.

The Information Officer understands, based on discussions with the Chapter 11
Debtors that the Sale Transaction, in accordance with the Bid Procedures and
timeline contemplated by the Bidding Procedures Order is a critical component of

the Chapter 11 Debtors’ restructuring.

In connection with the recognition of the Sale Approval Order, the Foreign
Representative requests an order vesting the Assets in and to the Purchaser free

and clear of all encumbrances.

To give effect to the Sale Approval Order in Canada, the Sale Approval Order
requests the assistance of this Honourable Court to issue an order recognizing the

Sale Approval Order (the “Recognition Order”).

The recognition of the Sale Approval Order is necessary for the completion of the
sales process and the conveyance of the Sale Assets to the Purchaser. In addition,
it is the Information Officer’s understanding that the recognition of the Sale
Approval Order is necessary for the protection of the Chapter 11 Debtors’ property
and the interests of the Chapter 11 Debtors’ creditors both in Canada and the
United States.

As a consequence of the foregoing, the Information Officer sees no reason for the

Recognition Order not to be granted by this Honourable Court.

-18 -



All of which is respectfully submitted on this 26 day of January, 201Z.

BD( CANADA LIMITED
In ite capacity as Information Officer of the

Eleohant & Castle Group

Per: 7
AL

Keri ~earl
Vic » Fresident
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EXECUTIVE SUMMARY

1. The Elephant & Castle Group (“E&C”) owns, operates and franchises, full service
British style restaurant pubs in the United States and Canada. Specifically, E&C,
through its affiliates, has established a total of twenty two locations. There are
ten company-owned locations and two franchised locations in the United States.
In Canada, there are nine company-owned locations and one franchised location.
E&C’s headquarters and corporate offices are located in Boston, Massachusetts.

2. As a result of the recession which commenced in 2009, E&C has been impacted by
a downturn of sales in all of E&C’s restaurants in North America. E&C’s
management responded by cutting costs at the corporate level, reviewed
operations to reduce costs at the restaurant level and invested approximately
USS5 million dollars into E&C.

3. E&C’s management advise that the cash flow available for debt service has been
significantly reduced by the impact of economic conditions on sales and
restaurant-level profits, as well as capital expenditures required for certain
locations, and operating losses associated with certain locations. Available cash
resources have been used to pay critical vendors (to ensure the supply of products
and services), landlords (to cure defaults and prevent lease terminations), and
municipal tax authorities (to prevent closure and loss of required operating
licenses).

4. On June 28, 2011 (the “Petition Date”), E&C filed voluntary petitions pursuant to
Chapter 11 of the US Bankruptcy Code in the United States Bankruptcy Court (the
“US Court”) for the District of Massachusetts Eastern Division (the “Chapter 11
Proceedings”).

5. On June 29, 2011, Massachusetts Elephant & Castle Group Inc. as the foreign
representative of E&C, commenced proceedings before this Honourable Court. As
part of the proceedings, the foreign representative applied for and received an
Order of this Honourable Court dated June 29, 2011 under Part IV of the
Companies’ Creditors Arrangement Act, and BDO Canada Limited (“BDO” or the
“Information Officer”) was appointed as the Information Officer of E&C.

6. As at June 28, 2011, GE Canada Equipment Financing G.P. (“GE Canada”), the
principal lender to E&C, has a secured claim of approximately US$15.9 million and
CDN $2.5 million. E&C is presently unable to make the required debt service
payments to GE Canada. In addition, as at the Petition Date, E&C also owes
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approximately $5 million to unsecured creditors in the United States and Canada.

In order to prevent the shutdown of opefations, the loss of jobs of more than
1,000 E&C employees, and to protect the interests of their creditors and tandlords,
E&C instituted the Chapter 11 Proceedings.

E&C has both assets and creditors in Canada. However, E&C’s Canadian operations
are fully integrated with E&C’s US operations and the integrated North American
operation is controlled and managed by E&C’s management, which is located in
Boston. Accordingly, E&C’s “centre of main interest” is in the United States.

This First Report of the Information Officer is intended to provide a summary of
the activities relating to the Chapter 11 Proceedings to date. There are no
unusual issues or matters of concern to bring to this Court’s attention at this time.
A copy of this First Report is posted on the BDO’s website for this matter.

10.To date, the activities of the Information Officer include providing notice of the

1

12.

13.

proceedings to the Canadian creditors of E&C, coordinating responses from E&C to
inquiries and requests for information from suppliers, creditors and other
stakeholders regarding the Chapter 11 Proceedings.

-A number of orders issued by the US Court have authorized the Chapter 11 Debtors

to continue to operate their businesses as debtors in possession. At the same
time, the Chapter 11 Debtors and their advisors have completed an analysis and
comparison of restructuring options, including a sale of the assets and a
restructuring proposal.

A claims bar process has been approved by the US Court, Currently, there is a
motion scheduled to be heard by the US Court, on November 29, 2011, to approve
a stalking horse sales process and bidding procedures. The approval of the
successful bid is expected to take place by mid-January 2012.

Further details relating to the Chapter 11 Proceedings and the activities in Canada
of the Information Officer will follow in subsequent reports.

BACKGROUND

14.

In preparing this First Report, BDO has relied solely on information and documents
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provided by the Foreign Representative, the Chapter 11 Debtors, their affiliates
and their counsel. BDO has not audited, reviewed or otherwise attempted to
independently verify the accuracy or completeness of this information.
Accordingly, BDO expresses no opinion or other form of assurance on the
information contained herein.

15.Unless otherwise stated, all monetary amounts contained herein are expressed in
United States dollars.

16.E&C was founded in 1977. Elephant & Castle Group Inc. (“E&C Group Inc.”), one
of the Chapter 11 Debtors, is the holding company for the affiliate debtors. E&C
Group Inc. became a publicly traded company in 1993. In 1995, E&C Group Inc.
established its first location in the United States (Philadelphia, PA). In 2007,
Repechage Investments Limited (“Repechage”), another one of the Chapter 11
Debtors, acquired and privatized E&C Group Inc. A corporate organization chart
reflecting E&C’s corporate structure is attached hereto as Exhibit “A”.

17.E&C owns, operates and franchises full service British style restaurant pubs in the
United States and Canada. Specifically, E&C, through its affiliates, has established
a total of twenty two locations as at the Petition Date. In the United States, there
are ten company-owned locations and two franchised locations. In Canada, there
are nine company-owned locations (including one location branded as “The
Exchange Pub and Restaurant” and another location branded as “Rosie’s on
Robson”) and one franchised location (collectively all of the restaurants in the US
and Canada are referred to as the “E&C Restaurants”). E&C’s headquarters and
corporate offices are located in Boston, Massachusetts. The E&C Restaurants’
locations in Canada are as follows:

(a) Edmonton, AB - 2 locations
(b) Halifax, NS- franchise'

(c) Ottawa, ON

(d) Toronto, ON - 2 locations
(e) Whistler, BC.

(f) Vancouver, BC - 2 locations
(g) Winnipeg, MB

18.Each of the E&C Restaurants employs approximately 40 people, 40% of whom work
part-time. For fiscal year end 2010, the E&C Restaurants had an average

' As discussed below, in paragraph 48, this location has subsequentty been closed and the franchisee is
now bankrupt.



restaurant volume in the United States of $2.9 million and in Canada of $2.3
million. As of March 2011, E&C employed a total of 1,029 people (530 in the
United States and 499 in Canada).

19.The E&C Restaurants compete in the full-service restaurant category, which is

comprised of several segments, including lower-end dining, casual dining, and fine
dining. The E&C Restaurants are claimed to be unique in that they are the only
“pub-themed” restaurant within the casual dining sector. While there are many
competitors, which E&C considers to be microbrew or mid-level casual dining
concepts, these competitors do not possess what E&C considers to be the
distinctive authentic décor or food/beverage offering of the E&C Restaurants.
Most of the E&C Restaurants are located in heavily populated downtown locations
(i.e. Boston, Chicago and Toronto), near hotels, office buildings, residential
apartments, and retail establishments. The E&C Restaurants are known for
providing quick food and beverage services to its “on-the-go” customers.

20.E&C functions as an integrated North American business, with its restaurants
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22.

strategically located to cover its various operating regions. In the United States,
each restaurant’s General Manager reports to the E&C U.S. Brand Leader. In
addition, three General Managers (“Senior GMs”) have additional regional
oversight responsibilities. In Canada, each restaurant’s General Manager reports
to the Canadian District Operator (“DO”) who in turn reports to the E&C Canada
Brand Leader. The Brand Leaders, DO, and Senior GMs supervise and assist their
respective General Managers, with the goal of achieving targeted sales and
profitability through the implementation and operation of E&C’s strategic
initiatives.

.The Chapter 11 Debtors’ management team, including the senior management of

E&C, are located at the E&C corporate headquarters in Boston, Massachusetts. In
addition, all human resources, accounting/finance and other administrative
functions associated with E&C and the majority of employees that perform such
services are located in the Boston offices. In addition, all IT functions, which,
among other things, are used to issue invoices, are provided out of the United
States.

In summary, while the Chapter 11 Debtors have both assets and creditors in
Canada, E&C’s Canadian operations are fully integrated with E&C’s US operations
and the integrated North American operation is controlled and managed by E&C’s
management, which is located in Boston. Accordingly, the Chapter 11 Debtors’
“centre of main interest” is in the United States.



THE E&C DEBT STRUCTURE

23.

Pursuant to the Loan Agreement dated April 20, 2007 (the “Original Loan
Agreement”, as amended, restated or otherwise modified from time to time, the
“Loan Agreement”), GE Canada provided E&C Group Inc. with a non-revolving
credit facility in the amount of $14 million. The remaining Chapter 11 Debtors
guaranteed the Loan Agreement debt. The First Amendment to Loan Agreement
dated March 18, 2008, provided for an additional tranche of the non-revolving
credit facility in a principal amount not exceeding CDN$1.25 million. The Original
Loan Agreement was superseded and replaced by the First Amended and Restated
Loan Agreement dated November 21, 2008, the Second Amended and Restated
Loan Agreement dated December 29, 2008, the Third Amended and Restated Loan
Agreement dated October 16, 2009, and the Fourth Amended and Restated Loan
Agreement dated December 18, 2009.

24.The obligations of E&C Group Inc. pursuant to the Loan Agreement are secured by

25.

26.

substantially all of its assets, with each of the other Chapter 11 Debtors, along
with Mr. David Dobbin (“Dobbin”), the Chairman of the Board of the E&C Group
Inc. and the President of Repechage, guaranteeing E&C Group Inc.’s obligations
thereunder. As at the Petition Date, GE Canada was owed approximately U5515.9
mitlion and CDN$2.5 million pursuant to the Loan Agreement.

In addition, Fifth Street Finance Corp. (as successor-in-interest to Fifth Street
Mezzanine Partners ll, L.P. (“Fifth Street”)) provided certain facilities to
Elephant & Castle, Inc., one of the Chapter 11 Debtors, pursuant to a credit
agreement dated April 20, 2007, as amended (the “Original Fifth Street Credit
Agreement”). The Information Officer understands that the Chapter 11 Debtors,
GE Canada and Fifth Street, are parties to an interlender agreement, as amended
and restated, which provides that the obligations owing to Fifth Street are
subordinate to the obligations owing to GE Canada. The outstanding principal
under the Original Fifth Street Credit Agreement was partially repaid, and the
remaining outstanding amounts were assigned to Repechage, pursuant to a Credit
Agreement dated October 16, 2009. The Information Officer understands that as
at the Petition Date, Fifth Street was owed approximately $4 million by
Repechage.

In addition, as at the Petition Date, E&C owes a total of approximately $5 million
to unsecured creditors in the United States and Canada.
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EVENTS LEADING TO CHAPTER 11 PROCEEDINGS

27.In its fiscal year ended December 26, 2010, E&C recorded revenue of $47.5 million
and earnings before interest, taxes, depreciation, amortization and gain/loss on
foreign exchange of $3.9 million.

28.As a result of the recession which commenced in 2009, E&C has been impacted by
a downturn of sales in all of E&C’s restaurants in North America. E&C’s
management responded by cutting costs at the corporate level and putting in
place a review of operations to reduce costs at the restaurant level. In addition,
Repechage invested approximately $5 million dollars into E&C during that period.

29.E&C’s management advise that the cash flow available for debt service has been
significantly reduced by the impact of economic conditions on sales and
restaurant-level profits, as well as capital expenditures required for certain
locations, and operating losses associated with certain locations. Available cash
resources have been used to pay critical vendors (to ensure the supply of products
and services), landlords (to cure defaults and prevent lease terminations), and
municipal tax authorities (to prevent closure and loss of required operating
licenses).

30.E&C is presently unable to make the required debt service payments to GE
Canada. E&C is in default of the GE Loan Agreement. In addition, Repechage is in
default of its loan with Fifth Street. In order to prevent the shutdown of
operations, the loss of jobs of more than 1,000 E&C employees, and to protect the
interests of their creditors and landlords, E&C and Repechage have instituted the
Chapter 11 Proceedings.

CHAPTER 11 AND CCAA PROCEEDINGS

31.0n the Petition Date, the Chapter 11 Debtors commenced the Chapter 11
Proceedings before the US Bankruptcy Court.

32.Massachusetts E&C as a foreign representative of the Chapter 11 Debtors (the
‘Foreign Representative”), commenced proceedings (the “Recognition
Proceedings”) before this Honourable Court. As part of the Recognition
Proceedings, the Foreign Representative applied for and received an Order dated
June 29, 2011 (the "Interim Initial Order") under Part IV of the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the "CCAA"), granting certain
limited interim relief including an interim stay of proceedings until a request for
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an Initial Recognition Order and Supplemental Order (as such terms are defined
herein) was heard. A copy of the Interim Initial Order is attached hereto as
Exhibit “B”.

33.Upon application of the Foreign Representative:

(a) an Order of this Honourable Court dated July 4, 2011 (the “Initial Recognition
Order”):

(i) recognized the Foreign Representative;

(i) declared the Chapter 11 Proceedings as “foreign main proceedings” for
purposes of the CCAA; and

(i) stayed any claims, rights, liens, proceedings against or in respect of the
Chapter 11 Debtors, the directors and officers of the Chapter 11 Debtors
and the property of the Chapter 11 Debtors (the “Property”).

(b) an Order of this Honourable Court dated July 4, 2011, (the “Supplemental
Order”):

(i) recognized in Canada and enforced certain orders of the US Bankruptcy
Court made in the Chapter 11 Proceedings on June 30, 2011;

(1) appointed BDO as Information Officer to:
e provide assistance to the Foreign Representative.

» provide stakeholders with responses to reasonable written requests
for information in respect of the business or property of the Chapter
11 Debtors.

* report to this Honourable Court outlining the status of the
proceedings, the Chapter 11 Proceedings and such other information
as the Information Officer believes to be material.

(i) authorized payment of a retainer to the Information Officer and its legal
counsel for its reasonable fees and disbursements, and granted a super
priority charge over the Property in respect of the administrative fees and
expenses to a maximum of CDN$75,000.

34.Copies of the Initial Recognition Order and Supplemental Order are attached as
Exhibits “C” and “D” respectively.
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35.Pursuant to the Supplemental Order, the Information Officer is to provide an
update report every three months on the progress of the restructuring of the
Chapter 11 Debtors. Since the latter part of September 2011, the Chapter 11
Debtors have been assessing alternative restructuring options. As a result, the
completion of this First Report of the Information Officer (the “First Report”) was
held back so that the Information Officer could provide more meaningful
information regarding the restructuring options, which are described below.

ACTIVITIES OF THE INFORMATION OFFICER

36.The Information Officer sent notice (the “Notice”) of the Chapter 11 Proceedings
and the Recognition Proceedings to all known creditors of E&C in Canada on July
7, 2011 and published the Notice in the Nationat Post on July 9, 2011. Copies of
the Notice and the published advertisement of the Notice are attached as hereto
as Exhibit “E”.

37.The Information Officer also established a website at
http://www.bdo.ca/elephantcastle/ (the “Information Officer’s Website”) which
provides copies of the Orders granted in the Recognition Proceedings as well as
other relevant motion materials and reports. In addition, there is a link on the
Information Officer’s Website to the Chapter 11 Debtors’ restructuring website,
which includes copies of court materials and orders, restructuring notices and
information regarding filing of proofs of claim.

38.The Information Officer completed the requisite forms to register the Recognition
Proceedings with the Office of the Superintendent of Bankruptcy. Copies of the
Acknowledgements of Filing are attached hereto as Exhibit “F”.

39.Since its appointment, other activities of the Information Officer include:
(a) responding to creditor inquiries regarding the Chapter 11 Proceedings;

(b) coordinating assistance between the Chapter 11 Debtors and ongoing suppliers
regarding continuing operations in Canada;

(c) coordinating information requests between Canada Revenue Agency and the
Chapter 11 Debtors;

(d) providing the names and addresses of Canadian creditors who had not received
notice of the Chapter 11 Proceedings, to the Chapter 11 Debtors;

(e) holding discussions with parties interested in a purchase of the Property in

9
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Canada and directing them to BellMark Partners, LLC (“Bellmark”), the Chapter
11 Debtor’s financial advisor; and

(f) providing instructions to creditors regarding filing of proofs of claim with the
Chapter 11 Debtors.

SUMMARY OF EVENTS SINCE THE PETITION DATE

40.5ince the Petition Date, the Chapter 11 Debtors have continued to operate their
businesses and manage the Property as debtors in possession.

41.Each of GE Canada, Fifth Street, Sysco San Diego, Inc, Royal Bank of Canada and
Toronto Dominion Bank (collectively the “Lenders”) have asserted or may assert a
lien against the property of certain of the Debtors and the cash proceeds thereof
(the “Cash Collateral”).

42.With the consent of the GE Canada and Fifth Street, pursuant to an Order dated
June 30, 2011 of the US Court?, the Chapter 11 Debtors were authorized to:

(a) use the Cash Collateral in order to meet the expenses of the operations of the
business of the Chapter 11 Debtors in accordance with approved budgets; the
ongoing use of the Cash Collateral has been authorized by subsequent Orders of
the US Bankruptcy Court including: a Second Interim Order dated August 1,
2011; a Third Interim Order dated August 23, 2011; a Fourth Interim Order
dated September 26, 2011; a Fifth Interim Order on October 24, 2011; a Sixth
Interim Order dated November 7, 2011; and a Seventh Interim Order dated
November 18, ,2011;

(b) pay pre-petition employee obligations including wages and expenses, benefits
and payroll withholdings;

(c) continue use of pre-petition bank accounts, including an existing cash
management system in Canada and the United States;

(d) pay collections of pre-petition sales taxes;
(e) prohibit utilities from altering, refusing or discontinuing services, assuring
utilities of post-petition payment, and establishing procedures to determine

requests for additional adequate assurance of payments; and

(f) pay pre-petition obligations with respect to loyalty payments to customers
(e.g. honouring gift cards).

T All Orders are assumed to be issued by the US Court unless otherwise noted.
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43.A notice was sent by the Chapter 11 Debtors to all creditors of record (the
“Chapter 11 Notice”). A copy of the Chapter 11 Notice is attached hereto as
Exhibit “G”.

44, On July 12, 2011, an Official Committee of Unsecured Creditors (the
“Committee”) was appointed by the United States Trustee. A copy of the
appointment notice of the Committee is attached hereto as Exhibit “H”.

45.By an Order dated July 19, 2011, Epig Bankruptcy Solutions LLC was appointed as
claims, noticing and balloting agent for the Chapter 11 Debtors.

46.By an Order dated August 31, 2011, the Chapter 11 Debtors were authorized to
retain Bellmark, a provider of investment banking services, as their exclusive
financial advisor; Bellmark had been retained by the Chapter 11 Debtors, prior to
the Chapter 11 Proceedings to assist the Chapter 11 Debtors in their efforts to
locate a new investor and/or market and sell the Property as a going concern.

47.By an Order dated August 31, 2011, the Chapter 11 Debtors were authorized to
retain Phoenix Management Services, Inc. (“Phoenix”), a provider of turnaround
and restructuring services, as their exclusive restructuring advisor.

48.Mast at Dawn Restaurants Ltd., the operator of the franchised operation located in
Halifax, Nova Scotia (the “Halifax Franchise”) was experiencing financial
difficulty and, on August 9, 2011, filed a Notice of intention to make a Proposal
pursuant to the Bankruptcy and Insolvency Act Canada, and BDO was appointed as
the proposal trustee. However, a proposal was not filed, and an extension of time
to file the proposal was not obtained within the 30 day stay period, and as a
result, the Halifax Franchise was deemed bankrupt on September 9, 2011. BDO
was appointed as the bankruptcy trustee (the “Trustee”). There are no plans to
re-open the Halifax Franchise and the assets will be liquidated by the Trustee.
The Chapter 11 Debtors are owed franchise fees by the Halifax Franchise, however
the Trustee advises that the estimated realizable value of the assets of the Halifax
Franchise are less than the priority and secured claims owing by the Halifax
Franchise, and therefore it is unlikely that there will be any recovery for the
Chapter 11 Debtors.

49.By an Order dated October 12, 2011, the Chapter 11 Debtors were authorized to
retain Hilco Real Estate, LLC as their exclusive real estate consultant and advisor.

RESTRUCTURING PROCESS

50.As described above, by orders of the US Court, the Chapter 11 Debtors were
authorized to use the Cash Collateral in the ordinary course of their business in
accordance with approved budgets; The Fourth Interim Order, dated September
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26, 2011 (and subsequent revisions), approved the use of the Cash Collateral
subject to the following pertinent provisions:

(a) the Chapter 11 Debtors shall use commercially reasonable efforts to pursue in
parallel in accordance with the timelines and other provisions set forth below a
process (the “Restructuring Process”) of either:

(i) asale of all or substantially all of the assets pursuant to Section 363 of
the Bankruptcy Code (the “Stalking Horse Sale Process”); or

(i) a process to recapitalize and/or reorganize of the Chapter 11 Debtors
pursuant to a plan of reorganization (the “Plan”) (the “Plan Process”).

51.The Restructuring Process is to include the following steps:

(a) GE Canada shall be entitled, but not obligated, to propose a plan of
reorganization or to include a “credit bid” on account of the allowed amount of
GE Canada’s pre-petition Debt in connection with any sales process, whether
conducted pursuant to the Stalking Horse Sales Process or the Plan Process,
which will be subject to confirmation under the US Bankruptcy Code.

(b)a data room is to be set up to contain financial, operating and other
information of the Chapter 11 Debtors and the Property and provide such
access and sales Information pursuant to confidentiality arrangements that are
in accordance with reasonable industry standards should the Chapter 11
Debtors and Bellmark determine that such confidentiality arrangements are
necessary and appropriate.

(c) the Chapter 11 Debtors (through Bellmark) shall set September 30, 2011 or
such other date to which GE Canada and the Committee consents, as the
deadline for submission of (i) bids for purchasers that wish to serve as bidders
(the “Stalking Horse Bids”) that will be subject to a further auction process,
and (ii) proposals for a Plan (the “Plan Proposals”); Any Stalking Horse Bids
must be in the form of a definitive asset purchase agreement containing no due
diligence or financing contingencies and must otherwise conform to the
instructions to be set forth in a bid solicitation letter from Bellmark, in form
and substance reasonably satisfactory to GE Canada and the Committee, and
any Plan Proposals must be in the form of a reasonably detailed term sheet.

(d) no later than November 1, 2011, (1) Bellmark shall have completed its analysis
of the Stalking Horse Bids and shall have presented Phoenix and the Chapter 11
Debtors with its recommendation as to the Statking Horse Bid that represents
the highest and best offer; (ii) Phoenix shall have analyzed the Stalking Horse
Bids, Bellmark’s recommendations and any timely submitted Plan Proposal, and
shall have presented to the Chapter 11 Debtors’ Board of Directors (the
“Board”) its recommendations as to the Stalking Horse Bid, which is the
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highest and best and whether it is in the best interest of creditors for the
Chapter 11 Debtors to pursue a Stalking Horse Sale Process or a Plan Process,
(iii) the Board shall have made its decision as to whether a Stalking Horse Sale
Process or a Plan Process is in the best interests of creditors, and if the Board
opts for a Stalking Horse Sales Process, which Stalking Horse Bid represents the
highest and best offer, and (iv) the Debtors shall have consulted with GE
Canada and the Committee and their respective advisors prior to making its
determination, and upon making its decision, the Chapter 11 Debtors shall have
advised GE Canada and the Committee of their decision and reasons therefor.
If the Chapter 11 Debtors fail by November 1, 2011, or such later date to which
each of GE Canada and the Committee consents in writing, to make a decision,
then the Chapter 11 Debtors shall be obligated to pursue a Stalking Horse Sales
Process based on the Stalking Horse Bid that represents the highest and best
offer.

(e)if the Chapter 11 Debtors elect to pursue a Plan Process, the Plan is to be
approved by the Board, and the Plan and related disclosure statement is to be
filed no later than December 1, 2011, and the Chapter 11 Debtors shall use
commercially reasonable efforts thereafter to (i) obtain an order of the US
Bankruptcy Court approving the disclosure statement and related solicitation
procedures, and (ii) obtain an order of the US Bankruptcy Court confirming the
Plan. Any of these deadlines may be extended with the written consent of GE
Canada and the Committee.

(f) if the Chapter 11 Debtors elect to pursue a Stalking Horse Sale, (i) by
November 4, 2011, the Debtors shall use commercially reasonable efforts to
have filed a motion with the US Bankrupcty Court to approve the Stalking Horse
Bid, subject to higher and better offers, (ii) by November 14, 2011, obtain an
order of the US Bankruptcy Court to approve the bidding procedures, (iii) by
December 1, 2011, to have concluded the auction process, (iv) by December 6,
2011, obtained an order of the US Bankruptcy Court approving the highest and
best offer received at the auction, and (v) by December 23, 2011, the Chapter
11 Debtors shall have completed such sales transaction. Any of these deadlines
may be extended with the written consent of GE Canada and the Committee.

(g) If the Chapter 11 Debtors elect to file the Plan and either or both GE Canada or
the Committee do no consent to such Plan, the Chapter 11 Debtors’ exclusivity
rights under the US Bankruptcy Code shall be immediately terminated such that
the non-consenting party(s) will be allowed to file a competing plan of
reorganization (the “Competing Plans”), which such Competing Plans will be
subject to the same confirmation timelines as the Plan and the Court shall
determine which plan of reorganization to confirm.

(h) In both the Stalking Horse Sales Process and the Plan Process, Dobbin, the Chair
of the Debtors, shall not participate in:
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(i) Board meetings and discussions concerning any Plan Proposal or Stalking
Horse Bid other than a Plan Proposal or Stalking Horse Bid which he or
any affiliate has an economic interest or in which the participation of
Dobbin or any affiliate is being solicited;

(i)  the comparative analysis of a Stalking Horse Bid or Plan Proposal in
which Dobbin or any affiliate has an economic interest or in which the
participation of Dobbin or any affiliate is being solicited;

(1))  the determination of whether to pursue a Stalking Horse Sales Process or
a Plan Process; and

(iv)  discussions with the Chapter 11 Debtors and their professionals or
participate in any management presentations, or other meetings, or with
any prospective purchaser(s) (unless he advises each prospective
purchaser that he is acting in his individual capacity and not on behalf of
the Chapter 11 Debtors and that he does not control the Chapter 11
Debtors’ decision on this matter) in which Dobbin or any affiliate has an
economic interest or in which the participation of Dobbin or any affiliate
is being solicited.

52.By an Order dated November 3, 2011 (the “Claims Bar Order”), a claims bar date
and a process to file proofs of claim and the form and manner of notice thereof
was approved as follows:

(a) a general claims bar date of December 15, 2011, for claims which arose prior to
the Petition Date; and

(b)a claims bar date of January 5, 2012, for the claims of governmental units,
which arose prior to the Petition Date.

53.A copy of the Claims Bar Order is attached hereto as Exhibit “I”.
54.Pursuant to a motion dated November 18, 2011 (the “Stalking Horse Sale
Motion”), the Chapter 11 Debtors will be seeking an order from the US Court to
approve:
(a) an asset purchase agreement dated November 18, 2011, to sell the majority of
the assets of the Chapter 11 Debtors to Original Joe’s Acquisition Corporation
(the “Original Joe APA”);
(b) the Original Joe APA as a stalking horse bid; and

(c) bidding procedures relating to the Stalking Horse Sale Process.

55. The summary of the Original Joe APA is as follows:
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56.
57.

58.

(@) Purchase Price - $22,750,000 less certain adjustments as specified in the
Original Joe APA;

(b) Excluded Assets - the following assets of the Chapter 11 Debtors are excluded:
(i) cashin bank ‘
(i)  accounts receivable
(1) utility and sales tax deposits
(iv)  certain refunds due to the Chapter 11 Debtors
(v)  the assets of Repechage Investments Limited

(c) Assumed liabilities - includes certain executory contracts and leases to be
assigned to the purchaser; and

(d) Closing Date - later of:

(i) two business days following the issuing of an order of the Court
approving the sale; and
(i)  a date to be determined in January 2012.

A copy of the Stalking Horse Sale Motion is attached hereto as Exhibit “J”.

The Information Officer understands that at the request of GE Canada and the
Committee, the Stalking Horse Sale Motion, originally scheduled to be heard on
November 29, 2011, will be adjourned until December 8, 2011 in order to coincide
with the hearing for the final order regarding the Cash Collateral. The Original
Joe APA also requires as a condition precedent a recognition order from this
Honourable Court of any sale order that may be granted by the US Court.

The Information Officer will provide the results of the Stalking Horse Sale Process
in its next report to this Honourable Court.
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All of which is respectfully submitted on this 29" day of November, 2011.

BDO CANADA LIMITED
In its capacity as Information Officer of the

Elephant & Castle Group
Per:

e

Ken Pearl
Vice President

Sy.
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Court File No.: CV-11-9279-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR ) MONDAY, THE 4™ DAY
)
JUSTICE MORAWETZ ) OF JULY, 2011

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

AND IN THE MATTER OF CERTAIN PROCEEDINGS
TAKEN IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS EASTERN DIVISION
WITH RESPECT TO THE COMPANIES LISTED ON
SCHEDULE “A” HERETO (THE “CHAPTER 11 DEBTORS”)

APPLICATION OF
MASSACHUSETTS ELEPHANT & CASTLE GROUP, INC.

UNDER SECTION 46 OF THE
COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

INITIAL RECOGNITION ORDER

THIS APPLICATION, made by Massachusetts Elephant & Castle Group, Inc.
(“MECG?” or the “Applicant”) in its capacity as the proposed foreign representative (the “Foreign
Representative”) of the Chapter 11 Debtors in the proceedings commenced on June 28, 2011, in
the United States Bankruptcy Court for the District of Massachusetts Eastern Division, under
Chapter 11 of Title 11 of the United States Code (the ““Chapter 11 Proceeding™), for an Order
substantially in the form enclosed in the Application Record of the Applicant was heard 6n this

day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Application, filed, the affidavit of Keith Radford, sworn
June 28, 2011, filed, the Preliminary Report of BDO Canada Limited (*“BDO”), in its capacity as
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proposed Information Officer (the “Proposed Information Officer”), dated June 28, 2011, filed,
the consent of BDO to act as Information Officer, filed, the Affidavits of Sara-Ann Wilson
sworn June 29, 2011 and June 30, 2011, filed, and upon being provided with copies of the

documents required by Section 46 of the Companies’ Creditors Arrangement Act, R.S.C. 1985,

Equipment Fidancing G.P., no one appearing for any other person on the service list, although
properly served as appears from the Affidavits of Ingrid Rowe, sworn June 29, 2011 and June

30, 2011, filed, and upon being advised that no other persons were served with the Notice of

Application:

SERVICE

l. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.

APPOINTMENT OF THE FOREIGN REPRESENTATIVE

2. THIS COURT ORDERS AND DECLARES that MECG is the foreign representative
under Section 45 of the CCAA in respect of the Chapter 11 Proceeding and the Chapter 11
Debtors and is entitled to bring this application pursuant to Section 46 of the CCAA.

RECOGNITION OF THE U.S. BANKRUPTCY PROCEEDINGS

3. THIS COURT ORDERS AND DECLARES that the Chapter 11 Proceeding in respect
of the Chapter 11 Debtors is hereby recognized and given full force and effect in all provinces
and territories of Canada as a “foreign main proceeding” as defined in Section 45, and for the

purposes of Sections 47 and 48 of the CCAA.

STAY OF PROCEEDINGS

4. THIS COURT ORDERS that from the date hereof until and unless otherwise ordered
by this Court (the “Stay Period™), no proceeding or enforcement process in any court or tribunal

in Canada (each, a “Proceeding” and collectively, “Proceedings™) including, without limitation, a



-3

Proceeding taken or that might be taken against Chapter 11 Debtors under the Bankruptcy and
Insolvency Act, R.S.C., 1985 ¢. B-3, as amended, or the Winding-up and Restructuring Act,
R.S.C. 1985, c. W-11, as amended, shall be commenced or continued against or in respect of the
Chapter 11 Debtors or affecting their business in Canada (the “Business™) or their current and
future assets undertakings and properties of every nature and kind whatsoever, and wheresoever
situate, including all proceeds thereof, of any of the Chapter 11 Debtors in Canada that relates to
the Business (collectively, the “Property”), except with the written consent of the relevant
Chapter 11 Debtor(s), or with leave of this Court, and any and all Proceedings currently under
way against or in respect of any of the Chapter 11 Debtors or affecting the Business or the

Property are hereby stayed and suspended pending further Order of this Court.

EXERCISE OF RIGHTS OR REMEDIES

5. THIS COURT ORDERS that during the Stay Period, all rights and remedies in Canada
of any individual, firm, corporation, agency, governmental or quasi-governmental body, or other
entity (all of the forgoing, collectively being “Persons™ and each being a “Person™) in respect of
or affecting the Business or the Property, are hereby stayed and suspended except with the
written consent of the relevant Chapter 11 Debtor(s) or leave of this Court, provided that nothing
in this Order shall: (i) empower any of the Chapter 11 Debtor(s) to carry on any business in
Canada that the Chapter 11 Debtor(s) are not lawfully entitled to carry on; (ii) affect such
investigations, actions, suits or proceedings by a regulatory body as are permitted by Section
11.1 of the CCAA; (iii) prevent the filing of any registration to preserve or perfect a security

interest; or (iv) prevent the registration of a claim for lien.

NO INTERFERENCE WITH RIGHTS

6. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, license or permit in favour of or held by any of the Chapter 11 Debtors in
respect of or affecting the Property or Business, except with the written consent of the relevant

Chapter 11 Debtor(s) or with leave of this Court.
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CONTINUATION OF SERVICES
7. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written

agreements with the Chapter 11 Debtors or statutory or regulatory mandates for the supply of
goods and/or services, including without limitation all computer software, communication and
other data services, centralized banking services, payroll services, insurance, transportation
logistics services, customs broker services, utility or other services provided in respect of the
Property or Business or the Chapter 11 Debtors, are hereby restrained until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such goods or
services as may be required by the Chapter 11 Debtors, and that the Chapter 11 Debtors shall be
entitled to the continued use in Canada of, among other things, their current premises, telephone
numbers, facsimile numbers, internet (addresses and domain names) provided in each case that
the normal prices or charges for all such goods or services received after the date of this Order
are paid by the Chapter 11 Debtors in accordance with normal payment practices of the Chapter
11 Debtors or such other practices as may be agreed upon by the supplier or service provider, the
Proposed Information Officer, the Foreign Representative and the relevant Chapter 11 Debtor(s),

or as may be ordered by this Court.

NO DEROGATION OF RIGHTS

8. THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person
shall be prohibited from requiring immediate payment for goods, services, use of lease or
licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or after the date of this Order to advance or re-
advance any monies or otherwise extend any credit to the Chapter 11 Debtors. Nothing in this

Order shall derogate from the rights conferred and obligations imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

9. THIS COURT ORDERS that, during the Stay Period, and except as permitted by
Section 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any of
the former, current or future directors or officers of the Chapter 11 Debtors with respect to any
claim against the directors or officers that arose before the date hereof and that relates to any

obligations of the Chapter 11 Debtors whereby the directors or officers are alleged under any law

o6



-5-

to be liable in their capacity as directors or officers for the payment or performance of such
obligations, until a plan of compromise, arrangement or reorganization in respect of the Chapter
11 Debtors, if one is filed in the Chapter 11 Proceeding, is recognized by this Court and becomes

effective in accordance with its terms or unless otherwise ordered by this Court.

SERVICE OF COURT MATERIALS

10. THIS COURT ORDERS that the Applicant and its agents, or, if so requested by the
Applicant, the Proposed Information Officer, are at liberty to serve this Order, any other orders
in this proceeding, and all other proceedings, notices and documents by prepaid ordinary mail,
courier, personal delivery or electronic transmission to any interested party of the Applicant at
their addresses as last shown on the records of the Chapter 11 Debtors and that any such service
or notice by courier, personal delivery or electronic transmission shall be deemed to be received

on the next business day following the date of forwarding, or if sent by ordinary mail, on the fifth

calendar day after mailing.

11. THIS COURT ORDERS that any party to these proceedings may serve any court
materials in these proceedings (including, without limitation, the Application Record, any motion
records, factums and orders) on any person electronically by emailing an PDF or other electronic

copy of such materials to parties’ email addresses as recorded on the service list.

AID AND ASSISTANCE OF OTHER COURTS

12. THIS COURT HEREBY ORDERS AND REQUESTS that aid and recognition of any
court, tribunal, regulatory, governmental or administrative body having jurisdiction in Canada
the United States or elsewhere, to give effect to this Order and to assist the Chapter 11 Debtors,
the Proposed Information Officer and their respective agents in carrying out the terms of this
Order. All Courts, tribunals, regulatory, governmental and administrative bodies are hereby
respectfully requested to make such orders and to provide such assistance to the Chapter 11
Debtors, the Proposed Information Officer and their respective agents, as may be necessary or
desirable to give effect to this Order or to assist the Chapter 11 Debtors, the Proposed

Information Officer and their respective agents in carrying out the terms of this Order.

o)



MISCELLANEOUS

13.  THIS COURT ORDERS that, notwithstanding anything else contained in this Order,
any of the Chapter 11 Debtors may, by written consent of their counsel of record, agree to waive

any of the Chapter 11 Debtors’ protections provided in this Order.

14. THIS COURT ORDERS that, notwithstanding any other provision of this Order, any
interested person may apply to this Court to vary or rescind this Order, other than paragraphs 2
and 3 hereof, or seek other relief upon seven (7) days notice to Chapter 11 Debtor(s), the
Proposed Information Officer and to any other party likely to be affected by the order sought or

upon such other notice, if any, as this Court may order.
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SCHEDULE “A”
Massachusetts Elephant & Castle Group, Inc.
Repechage Investments Limited
Elephant & Castle Group Inc.
The Elephant and Castle Canada Inc.
Elephant & Castle, Inc. (a Texas Corporation)
Elephant & Castle Inc. (a Washington Corporation)
Elephant & Castle International, Inc.
Elephant & Castle of Pennsylvania, Inc.
E & C Pub, Inc.
Elephant & Castle East Huron, LLC
Elephant & Castle Illinois Corporation
E&C Eye Street, LLC
E & C Capital, LLC

Elephant & Castle (Chicago) Corporation
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Appendix



Court File No: CV-11-9279-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR. ) MONDAY, THE 4™ DAY
JUSTICE MORAWETZ ) OF JULY, 2011

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

AND IN THE MATTER OF CERTAIN PROCEEDINGS
TAKEN IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS EASTERN DIVISION
WITH RESPECT TO THE COMPANIES LISTED ON
SCHEDULE “A” HERETO (THE “CHAPTER 11 DEBTORS”)

APPLICATION OF
MASSACHUSETTS ELEPHANT & CASTLE GROUP, INC.

UNDER SECTION 46 OF THE
COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

SUPPLEMENTAL ORDER

THIS APPLICATION, made by Massachusetts Elephant & Castle Group, Inc. (the
"Applicant") in its capacity as the foreign representative (the "Foreign Representative") of the
Chapter 11 Debtors in the proceedings commenced on June 28, 2011, in the United States
Bankruptcy Court District of Massachusetts Eastern Division (the "U.S. Court"), under Chapter 11
of Title 11 of the United States Code (the "Chapter 11 Proceeding") for an Order substantially in
the form enclosed in the Application Record of the Applicant was heard on this day at 330

University Avenue, Toronto, Ontario.



ON READING the Notice of Application, filed, the Affidavit of Keith Radford swomn
June 28, 2011 (the "Radford Affidavit"), filed, the Preliminary Report of BDO Canada
Limited (“BDO™), in its capacity as proposed information officer (the "Information
Officer"), dated June 28, 2011, filed, the consent of BDO to act as Information Officer, filed,
the Affidavit of Sara-Ann Wilson sworn June 30, 2011 (the "Wilson Affidavit"), and upon
being provided with copies of the documents required by Section 46 of the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"), and the related
orders of the U.S. Court dated June 30, 2011 in respect of the Chapter 11 Proceeding for each
of the Foreign Representative and the other Chapter 11 Debtors, including the order of the
U.S. Court authorizing the Applicant to act in the capacity of a Foreign Representative on
behalf of the Chapter Pebtors (the "Foreign Representati der"), and upon hearing
the submissions el for the Foreign Representafiy&” counsel. . for—the—propesed
InfermmatierOffieer, apd counsel for GE Canada Equipment Financing G.P., no one appearing
for any other person on the service list, although properly served as appears from the

Affidavits of Ingrid Rowe, sworn June 29, 2011 and June 30, 2011, filed, and upon being

advised that no other persons were served with the Notice of Application:

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and
the Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that any capitalized terms not otherwise defined
herein shall have the meaning given to such terms in the Initial Recognition Order

dated July 4, 2011, made by this Honourable Court in thjse proceedings (the "IRO").

) et b pors iy TADQ
ementa

3. THIS COURT ORDERS AND DECLARES thatRhe terms of this Supp
Order shall not amend the IRO or in any way limit the force and effect of the IRO.
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RECOGNITION OF THE CHAPTER 11 ORDERS

4. THIS COURT ORDERS AND DECLARES that the following orders of the U.S.
Court in the Chapter 11 Proceeding, attached as Schedules "B" to "I" hereto (collectively, the

"Chapter 11 Orders"), be and are hereby recognized and given full force and effect in all

provinces and territories of Canada pursuant to Section 49 of the CCAA:

(a)
(b)
(c)
()
(e)
6
(8)
(h)

the Foreign Representative Order;

the U.S. Cash Collateral Order;

the U.S. Prepetition Wages Order;

the U.S. Prepetition Taxes Order;

the U.S. Utilities Order;

the U.S. Cash Management Order;

the U.S. Customer Obligations Order; and

the List of Creditors Order;

(each, as defined in the Wilson Affidavit),

provided, however, that in the event of any inconsistency between the terms of the

Chapter 11 Orders and the IRO and this Order, the terms of the IRO and this Order shall
govern with respect to the Property.; (Y (f/} ‘ ”\( /:”vvfb' o) 0{ fhe VS

)k QH(A%@/ Ocder whick shell
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5. THIS COURT ORDERS that: ~ Gnd  Thy ek /%@

(2)

(b)

BDO be and is hereby appointed as Information Officer (in such capacity,

the "Information Officer™), as an officer of this Court;

The Information Officer be and is hereby authorized and empowered,

but not obligated, to provide such assistance to the Foreign



Representative in the performance of its duties as the Foreign

Representative may request;

(e)  The Information Officer shall be granted unrestricted access to the
books and records of the Chapter 11 Debtors, as may be required by the
Information Officer, in order to carry out its mandate as required by the
terms of this Order and the Chapter 11 Debtors shall cooperate with
the Information Officer in order to provide all such information and

documentation as may be requested by the Information Officer; and

(d)  The Information Officer shall deliver to the Court a report at least
once every three (3) months outlining the status of these
proceedings, the Chapter 11 Proceeding and such other information as

the Information Officer believes to be material.

6. THIS COURT ORDERS that the Information Officer be and is hereby authorized and
empowered to provide any stakeholder of the Chapter 11 Debtors with information obtained
from the Chapter 11 Debtors in response to reasonable requests for information in respect of the
Business or Property, made in writing by such stakeholder addressed to the Information Officer.
The Information Officer shall not have any responsibility or liability with respect to information
disseminated by it pursuant to this paragraph. In the case of information that the Information
Officer has been advised by the Chapter 11 Debtors is confidential, the Information Officer shall
not provide such information to any stakeholder unless otherwise directed by this Court or on

such terms and conditions as the Information Officer, the Foreign Representative and the

relevant Chapter 11 Debtor(s) may agree.

7. THIS COURT ORDERS that the Information Officer shall not employ any employees
of the Chapter 11 Debtors, shall not take possession or control of the Property or the Business,
and shall take no part whatsoever in the management or supervision of the Chapter 11 Debtors
and shall not, by fulfilling its obligations under this Order, be deemed to have taken or
maintained possession, occupation, care or control of the Chapter 11 Debtors, or the Business or
Property, or any part thereof, including, but not limited to, any Property that might be

environmentally contaminated, might be a pollutant or a contaminant, or might cause or

S



contribute to a spill, discharge, release or deposit of a substance contrary to any federal,
provincial or other law respecting the protection, conservation, enhancement, remediation, or
rehabilitation of the environment or relating to the disposal of waste or other contamination,
including, but not limited to, the Canadian Environmental Protection Act or similar other federal
or provincial legislation (collectively, the "Environmental Legislation"); provided, however, that

nothing herein shall exempt the Information Officer from any duty to report or make disclosure

imposed by applicable Environmental Legislation.

8. THIS COURT ORDERS that the appointment of the Information Officer shall not
constitute the Information Officer to be an employer or a successor employer or payor within the
meaning of any legislation governing employment or labour standards or pension benefits or
health and safety or any other statute, regulation or rule of law or equity for any purpose
whatsoever and, further, that the Information Officer shall be deemed not to be an owner or in
possession, care, control, or management of the Property or Business whether pursuant to
Environmental Legislation, or any other statute, regulation or rule of law or equity under any

federal, provincial or other jurisdiction for any purpose whatsoever.

9. THIS COURT ORDERS that the Information Officer and counsel to the Information
Officer shall each be paid their reasonable fees and disbursements, in each case at their standard
rates and charges, by the Foreign Representative as part of the costs of these proceedings. The
Foreign Representative is authorized to pay the accounts of the Information Officer and counsel
for the Information Officer on a bi-weekly basis or such other period as the Foreign
Representative and the Information Officer and its counsel may agree, and the fees and expenses
of the Information Officer and its counsel shall be subject to the passing of accounts by this
Court, and the Information Officer and its counsel shall not be required to pass their accounts in
the Chapter 11 Proceeding, or in any other foreign proceeding. Any payments made to the
Information Officer and its counsel in respect of their accounts shall not be subject to approval in
the Chapter 11 Proceeding, or in any other foreign proceeding. In addition, the Foreign
Representative is authorized to pay the Information Officer a retainer of $50,000 to be held by
the Information Officer as security for payment of its fees and disbursements outstanding from
time to time and to pay to the Information Officer's counsel a retainer of $25,000, to be held by

the Information Officer's counsel as security for payment of their respective fees and



disbursements outstanding from time to time.

10. THIS COURT ORDERS that the Information Officer and its counsel, as security for the
professional fees and disbursements incurred in respect of the within proceedings both before
and after the granting of this Order, shall be entitled to the benefit of and are hereby granted a
first-ranking charge (the "Administration Charge") on the Property, which charge shall not

exceed an aggregate amount of $75,000.

11.  THIS COURT ORDERS that the Information Officer shall have the benefit of all of the
rights and protections afforded to a Monitor under the CCAA, or as an officer of this Court,
and the Information Officer shall incur no liability or obligation as a result of its appointment or
the carrying out of the provisions of this Order, save and except for any gross negligence or

willful misconduct on its part as determined by final order of this Court.

12. THIS COURT ORDERS that no action or other proceeding shall be commenced
against the Foreign Representative, the other Chapter 11 Debtors, or the Information
Officer in any court or other tribunal as a result of or relating in any way to the appointment
of the Information Officer, the fulfillment of the duties of the Information Officer or the
carrying out of this or any other orders of this Court, unless the leave of this Court is first
obtained on motion on at least seven (7) days' prior notice to the Information Officer, the

Foreign Representative, the Chapter 11 Debtors, and the parties on the service list.
VALIDITY AND PRIORITY OF CHARGES

13.  THIS COURT ORDERS that the filing, registration or perfection of the Administration
Charge in Canada shall not be required, and that the Administration Charge is and shall be valid
and enforceable against the Property for all purposes in Canada and shall rank in priority to all
other security interests, trusts, liens, charges and encumbrances, claims of secured creditors,
statutory or otherwise, including, but without limitation, any and all deemed trusts whether

existing as of the date hereof or arising in the future and any and all claims in respect of breaches

of fiduciary duties (collectively, "Encumbrances").

14.  THIS COURT ORDERS that except as otherwise expressly provided for herein, or

as may be ordered by this Court, the Chapter 11 Debtors shall not grant any Encumbrances



over any Property that rank in priority to, or pari passu with the Administration Charge,
unless the Chapter 11 Debtors also obtain the prior written consent of the chargees entitled to

the benefit of the Administration Charge (collectively, the "Chargees") or further Order of this

Court.

15. THIS COURT ORDERS that the Administration Charge shall not be rendered invalid
or unenforceable and the rights and remedies of the Chargees shall not be limited or impaired in
any way by: (a) the pendency of these proceedings and any declarations of insolvency made in
these proceedings; (b) any application(s) for bankruptcy order(s) issued pursuant to the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA"), or any
bankruptcy orders made pursuant to such application(s); (c) any proceeding taken or that might
be taken against the Chapter 11 Debtors under the BIA or the Winding-Up and Restructuring
Act, R.S.C. 1985, c. W-11, as amended; (d) the filing of any assignments for the general benefit
of creditors made pursuant to the BIA; (e) the provisions of any federal or provincial statutes; or
(f) any negative covenants, prohibitions or other similar provisions with respect to borrowings,
incurring debt or the creation of any Encumbrances contained in any existing loan documents,
lease, sublease, offer to lease or other agreement (collectively, an "Agreement") which binds the

Chapter 11 Debtors.

16. THIS COURT ORDERS that notwithstanding any provision to the contrary in any

such Agreement or otherwise:

(i) the creation of the Administration Charge shall not create or be deemed to

constitute a breach by the Chapter 11 Debtors of any Agreement to which they are
party;

(iiy none of the Chargees shall have any liability to any Person whatsoever as a
result of any breach of any Agreement caused by or resulting from the

creation of the Administration Charge; and

(ifiy the payments made by the Chapter 11 Debtors pursuant to this Order and the
granting of the Administration Charge, do not and will not constitute

preferences, fraudulent conveyances, transfers at undervalue, oppressive

o]



conduct, or other challengeable or voidable transactions under any applicable law.

{7. THIS COURT ORDERS that the Administration Charge shall attach to the
Property (including, without limitation, any lease, sub-lease, offer to lease, license, permit
or other contract), notwithstanding any requirement for the consent of the lessor or other
party to any such lease, license, permit or contract or any other person or the failure to

comply with any other condition precedent.

18. THIS COURT ORDERS that the Administration Charge created by this Order over

leases of real property in Canada shall only attach to the Chapter 1 | Debtors' interest in such

real property leases

AID AND ASSISTANCE OF OTHER COURTS

19.  THIS COURT HEREBY ORDERS AND REQUESTS the aid and recognition of
any court, tribunal, regulatory, governmental or administrative body having jurisdiction in
Canada, the United States or elsewhere, to give effect to this Order and to assist the Foreign
Representatives, the Chapter 11 Debtors, the Information Officer and their respective agents
in carrying out the terms of this Order. All courts, tribunals, regulatory, governmental and
administrative bodies are hereby respectfully requested to make such orders and to
provide such assistance to the Chapter 11 Debtors, the Foreign Representative, the
Information Officer and their respective agents, as may be necessary or desirable to give effect
to this Order or to assist the Chapter 11 Debtors, the Foreign Representative, the Information

Officer and their respective agents in carrying out the terms of this Order.

NOTICE OF PROCEEDINGS

20. THIS COURT ORDERS that within 3 business days from the date of this Order, or as
soon as practicable thereafter, the Information Officer shall publish a notice as required by
subsection 53(b) of the CCAA substantially in the form attached to this Order as Schedule "J" in
The Globe and Mail (National Edition) or the National Post for one (1) day in two (2)

consecutive weeks without delay following the issuance of this Order.



GENERAL PROVISIONS

21.  THIS COURT ORDERS that the Information Officer or the Foreign
Representative may, from time to time, apply to this Court for advice, directions, or for
such further or other relief as they may advise in connection with the proper execution
of this Order or the IRO, the discharge or variation of their respective powers and duties

under this Order, and the recognition in Canada of subsequent orders of the U.S. Court made in

the Chapter 11 Proceeding.

22.  THIS COURT ORDERS that nothing in this Order shall preve/nt the
Information Officer from acting as an interim receiver, a receiver, a receiver and
manager, or a trustee in bankruptcy of the Chapter 11 Debtors, or in respect of the Business or

the Property, upon further order of the Court.

23.  THIS COURT ORDERS that each of the Foreign Representative, the Chapter 11
Debtors and the Information Officer be at liberty and is hereby authorized and empowered
to apply to any court, tribunal, regulatory or administrative body, wherever located, for

the recognition of this Order and for assistance in carrying out the terms of this Order or the

IRO.

24.  THIS COURT ORDERS that, notwithstanding any other provision of this Order,
and except with respect to paragraph 4 of this Order, any interested person may apply to
this Court to vary or rescind this Order or seek other relief upon seven (7) days
notice to the Foreign Representative, the Chapter 11 Debtors and their counsel, the
Information Officer and its counsel and to any other party likely to be affected by the

order sought, or upon such other notice, if any, as this Court may order.
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11.

12.

14.

SCHEDULE A
CHAPTER 11 DEBTORS

Massachusetts Elephant & Castle Group, Inc.
Repechage Investments Limited

Elephant & Castle Group Inc.

The Elephant and Castle Canada Inc.
Elephant & Castle, Inc. (a Texas Corporation)
Elephant & Castle Inc. (a Washington Corporation)
Elephant & Castle International, Inc.
Elephant & Castle of Pennsylvania, Inc.

E & C Pub, Inc.

Elephant & Castle East Huron, LLC

Elephant & Castle Illinois Corporation

E&C Eye Street, LLC

E & C Capital, LLC

Elephant & Castle (Chicago) Corporation



LeneDULE B

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS

EASTERN DIVISION
Inre: : Chapter 11
Massachusetts Elephant & Castle :
Group, Inc., et al.! :: Case No.
Debtors . Jointly Administered

ORDER AUTHORIZING DEBTOR MASSACHUSETTS ELEPHANT & CASTLE
GROUP, INC,
TO ACT AS FOREIGN REPRESENTATIVE OF THE DEBTORS

Upon the motion (the “Motion”) of the above-captioned debtors and debtors-in-
possession (collectively, the “Debtors”), pursuant to section 1505 of title 11 of the United States
Code (the “Bankruptcy Code™), for authorization for Debtor, Massachusetts Elephant & Castle
Group, Inc.? to act as the foreign representative of the Debtors in Canada in order to seek
recognition of the Chapter 11 Cases on behalf of the Debtors, and to request that the Ontario
Superior Court of Justice (Commercial List) (the “Ontario Court”) lend assistance to this Court
in protecting the Debtors’ property, and to seek any other appropriate relief from the Ontario
Court that the Ontario Court deems just and proper, all as more fully described in the Motion,
and the Court having jurisdiction to consider the Motion and the relief requested therein in
accordance with 28 U.S.C. Sections 157 and 1334; and consideration of the Motion and the relief

requested therein being a core proceeding pursuant to 28 U.S.C. Section 157(b); and venue being

! The debtors in these cases, along with the last four digits of the federal tax identification number for each of the
debtors, are Massachusetts Elepbant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvanis, inc. (9152),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle Illinols
Corparation (2811), E&C Eye Street, LLC ( 1803), Elephant & Castle International, Inc, (5294), Elephant & Castle
Pratt Strect, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elephant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109,

? Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Motion.

{(M0940662.1)
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proper before this Court pursuant to 28 U.S.C. Sections 1408 and 1409; and due and proper
notice of the Motion having been provided to the parties listed therein, and it appearing that no
other or further notice need be provided; and the Court having determined that the legal and
factual bases set forth in the Motion establish just cause for the relief granted herein; and upon
all of the proceedings had before the Court and after due deliberation and sufficient cause
appearing therefor, it is HEREBY ORDERED THAT:

1. The Motion is granted as set forth herein.

2. The Debtor, Massachusetts Elephant & Castle Group, Inc. is hereby authorized (a)
to act as the “foreign representative” of the Debtors in Canada, as such term is defined in the
CCAA, (b) to seek recognition by the Ontario Court of the Chapter 1 1 Cases and of certain
orders made by the Court in the Chapter 11 Cases from time to time, (c) to request that the
Ontario Court lend assistance to this Court, and (d) to seck any other appropriate relief from the
Ontario Court that the Debtors deem just and proper.

3. The terms and conditions of this Order shall be immediately effective and

enforceable upon its entry.

4, This Court shall retain jurisdiction to interpret and enforce this Order.

Dated: Jomg 2 o, 2w/l

ATES B {PTCY JUDGE

//Pﬂr; VN gﬁr%

Certified to be a true and
correct copy of the original
James M. Lynch. Clerk
U:S. Bankruptcy Court
District of Massachusetts

By:
eputy Cler
Date:_(/ 30 /v
77
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS
EASTERN DIVISION

Inre: Chapter 11

Massachusetts Elephant & Castle

Group, Inc., etal.' Case No. 11-16155

Debtors : Jointly Administered

INTERIM ORDER (A) AUTHORIZING USE OF CASH COLLATERAL; (B)
GRANTING ADEQUATE PROTECTION; (C) SCHEDULING A FINAL HEARING
PURSUANT TO BANKRUPTCY RULE 4001; AND (D) GRANTING RELATED RELIEF

This matter having come before the Court on the Motion of the Debtors for an Order
Pursuant to Sections 105, 362, 362, and 363 of Bankruptcy Code (A) Authorizing Use of
Collateral;' (B) Granting Adequate Protection; (C) Scheduling a Final Hearing Pursuant to
Bankruptcy Rule 4001; and (D) Granting Related Relief (the "Motion") filed by Massachusetts
Elephant & Castle Group, Inc. on behalf of itself and affiliated debtors and debtors in possession
(collectively the “Debtors™); and the Court having jurisdiction to consider the Motion and the
relief requested therein in accordance with 28 U.S.C. §§ 157 and 1334; and notice of the Motion
and the hearing being and sufficient notice under the circumstances; and it appearing from the
record before the Court that sufficient cause exists for the entry of this order; the Court FINDS
AS FOLLOWS: *

A. On June 28,2011 (the "Petition Date"), the Debtors filed voluntary petitions for

relief under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code") in the

! The debtors in these cases, along with the last four digits of the federal tax identification number for each of the
debtors, are Massachusetts Elephant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvania, Inc. (9152),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle Iltinois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle International, Inc. (5294), Elephant & Castle
Pratt Street, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elephant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109.

2 Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the Motion.

1M0941524.2)



United States Bankruptcy Court for the District of Massachusetts (the "Court"). A Motion for
Joint Administration was simultaneously filed therewith.

B. The Debtors continue to operate their businesses and manage their property as
debtors in possession pursuant to Sections 1107 and 1108 of the Bankruptcy Code. No official
committee of unsecured creditors has been appointed in these cases.

C. This matter is a core proceeding pursuant to 28 U.S.C. 157(b)(2).

D. The Debtors require the use of the cash collateral in order to preserve their
operations and the value of their assets. The entry of the relief contained in this Order is in the
best interests of the Debtors, their estates, and their creditors.

E. GE Canada Equipment Financing G.P. (“GE CEF”), Fifth Street Finance Corp.
(“Fifth Street”) Sysco San Diego, Inc. (“Sysco™), Royal Bank of Canada (“Royal Bank™) and
Toronto Dominion Bank (“TD Bank”) (collectively, GE CEF, Fifth Street, Sysco, Royal Bank
and TD Bank shall be referred to as “Lenders”) have asserted, or may assert, a lien against the

property of certain of the Debtors and the cash proceeds thereof (the "Cash Collateral”).

F. For avoidance of doubt, the provisions and protections of this Interim Order shall

apply to each Lender only with respect to the Debtor(s) against whom such Lender has a
prepetition secured claim (in each case, the “Applicable Debtor”), and nothing contained herein
shall grant any Lender any rights or claims against any Debtor that is not an Applicable Debtor
of such Lender. Similarly, unless otherwise provided, the adequate protection and other
obligations of a Debtor under this Interim Order shall only apply to the Lender(s) that hold a

prepetition secured claim against such Debtor (in each case, the “Applicable Lender”).

{M0941524.2)
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interest asserted by any Lender is valid or perfected. Nofhing in this order constitutes a

limitation on the applicability of Massachusetts Local ankruptcy Rules.

H. Pending a final hearing on the Motion, the replacement liens and other forms of

protection set forth below will adequately protect the interests of the Lenders for the purposes of
sections 361, 363(e) and 507(b) of the Bankruptcy Code.

L Due and adequate notice of the hearing has been given, and no further notice of
the hearing is required before the entry of the relief provided for in this Order.

NOW THEREFORE, IT'IS HEREBY ORDERED THAT:

1. The Motion is allowed, on an interim basis, as set forth herein.

2. The Debtors are authorized to use Cash Collateral in the ordinary course of their
business substantially in accordance with the budget attached hereto as Exhibit A (the "Budget”)
for the period (the "Specified Period") from the Petition Date through the date which is the
earliest to occur of: (a) an Event of Default (subject to the Debtor's right to obtain further
authorization to use Cash Collateral within the Notice Period) or (b) the final hearing on the
Motion.

3. The Debtors shall use Cash Collateral during the Specified Period, at the times, in
the amounts and solely for the purposes identified in the Budget (as such may be amended with
the consent of the Lenders or approval of the Court) provided, however, the Debtors shall be
authorized to exceed the expenses in the Budget by no more than ten percent (10%) (on an

aggregate basis) (the "Permitted Variance") and to apply any unused portion in one week to any

subsequent weekly period.

(M0941524.2)



16

4. For the purposes of sections 361, 363(e) and 507(b) of the Bankruptcy Code and
adequate protection for the Debtors' use of Cash Collateral, the Lenders are hereby granted
replacement liens (the "Replacement Liens™) in aﬁd to all property of the kind presently securing
the prepetition obligations of the Debtors to the Lenders, including property purchased or
acquired with the Cash Collateral together with any proceeds thereof, but excluding causes of
action under chapter 5 of the Bankruptcy Code and proceeds thereof. The Replacement Liens
shall only attach to and be enforceable against the same types of property, t0 the same extent,
and in the same order of priority as existed immediately prior to the Petition Date. The
Replacement Liens shall be recognized only to the exte'rlxt of any post-petition diminution in
value of the prepetition collateral of each Applica’tflf: chuEng without limitation as a result of,

arising from, or otherwise attributable to the use of of Cash Collateral during these bankruptcy

cases, the deterioration, use, sale, lease or other disposition of the prepetition collateral, and the

‘ ' y y oy
imposition of the automatic stay. C (oiar 5 o far é"{’ *~ Frmm diors b4 //JJ( #hel
W grior') Sotvs vodir pec)ims’ ToF(a)(2)and 503 [6) / V7, M'Z’A:

3. The Replacement Liens shall not attach to any avoidance powers held by the €

Debtors or any trustee for the Debtors, including avoidance set forth in sections 544, 545, 547,
548, 549, 550, 551 and 553 of the Bankruptcy Code, or to the proceeds of any claims under or
actions commenced pursuant such powers.

6. On the third business day of each week following entry of this Order, the Debtors
shall furnish to the Applicable Lenders and their counsel (and any official committee of
unsecured creditors appointed in this bankruptcy case and its counsel): (i) a weekly cash report
setting forth, in comparative form, the actual results achieved against projected for the prior
week, including the actual cash receipts and disbursements and the variance of the actual results

from those estimated in the Budget; and (i) such other documents information as may be

{M0941524.2)



reasonably requested. The Debtors shall also furnish copies of their monthly operating reports as
filed with the Office of the United States Trustee. Upon reasonable notice by an Appheable
Lender, the Debtors shall permit such Lender and any of its agents reasonable access to the
Debtors’ records and place of business during normal business hours to verify the existence,
condition and location of collateral in which the Apptreabte Lender holds a security interest and
1o audit the Debtors® cash receipts and disbursements.

7. The Debtors' authority to use Cash Collateral as provided for in this Order shall
terminate upon the occurrence of any of the following events, unless waived by the Applicable
Lender in writing (collectively, the "Events of Default"):

(a) the failure by the Debtors to perform, in any material respect, any of the terms,
provisions, conditions, covenants, or obligations under this Order;

(b) adefault by the Debtors after the Petition Date in reporting the information specified in
paragraph 6 above, if such default will remain uncured for three (3) days following

written notice from the Applicable Lender to the Debtorg; Lchnoyioe clall 2/50 $e
Lo Hed (@ Bor fp o) $okos fudlbt and wny odtsfons commrtos,

(c) reversal, vacatur, or modification (without the express prior written consent of the
Lenders, each in its sale discretion) of this Order, other than in accordance with the final

order approving the Motion; or

(d) dismissal of the case or conversion of the case to a chapter 7 case, or appointment of a
chapter 11 trustee, examiner with enlarged powers, other responsible person.

8. Upon the occurrence of an Event of Default, the Debtors’ authority to use Cash
Collateral shall cease if the Debtors do not within five (5) days thereof (the “Notice Period”)
seek an emergency hearing with the Court and obtain the further use of Cash Collateral.

9. This Order shall be sufficient and conclusive evidence of the validity, perfection,
and priority of the Replacement Liens to the extent set forth in Paragraph 4 without the
necessity of filing or recording any financing statement or other instrument or document

which may otherwise be required under the law or regulation of any jurisdiction or the taking

(M0941524.2)
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of any other action (including, for the avoidance of doubt, entering into any deposit account
control agreement) to validate or perfect (in accordance with applicable non-bankruptcy law)
the Replacement Liens, or to entitle the Lenders to the priorities granted herein. The
Lenders, in their sole discretion, may file a photocopy of this Order as a financing statement
with any filing or recording office or with any registry of deeds or similar office, in addition
to or in lieu of such financing statements, notices of lien or similar instrument.

10.  Nothing herein affects the validity or enforceability of that certain Interlender
Agreement, dated as of October 16, 2009, between GE CEF and Fifth Street, as amended,
restated, or otherwise modified.

11.  Notwithstanding anything herein to the contrary, the entry of this Order is without
prejudice to, and does not constitute a waiver of (a) the Lenders’ right to seek any other or
supplemental relief in respect of any Applicable Debtor, including the right to seek additional
adequate protection (without prejudice to any other person’s right to object to or otherwise
oppose such additional adequate protection) or oppose the further use of Cash Collateral; (b)
any of the rights of any Lender under the Bankruptcy Code or under non-bankruptcy law,
including, without limitation, the right to (i) request modification of the automatic stay of
section 362 of the Bankruptcy Code, (ii) request dismissal of any of these cases or successor
cases, conversion of any of these cases to cases under chapter 7, (iii) request appointment of
a chapter 11 trustee or examiner with expanded powers, or (iv) propose, subject to the
provisions of section 1121 of the Bankruptcy Code, a chapter 11 plan or plans.

12. This Order shall constitute findings of fact and conclusions of law

pursuant to Bankruptcy Rule 7052 and shall take effect and be enforceable nunc pro tunc to

(M0941524.2)
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the Petition Date immediately upon execution thereof. The Court has and will retain

jurisdiction to enforce this Order according to its terms.

13.  Nothing in this Order shall constitute a waiver by or restrict the Debtors' right to

seek, or Lenders’ right to oppose, the further use of Cash Collateral.
14. This Order and the Debtors’ use of Cash Collateral as authorized in this Order

shall become effective immediately upon entry of this Order by the Court.
) Hofes? /
15. A continued hearing on the Debtors' Motion shall be held on &by .

?: ’7‘ a .m. /7 UM‘-’M ) MSkJI/MJ‘

2011 at

16. A copy of this Order, shall be served by the Debtors via first class mail on or

before DD{; {: 20 // _ upon: (a) the Office of the United States Trustee; (b) the
Lenders, or their counsels; (c) the creditors holding the thirty (30) largest claims against the
Debtors; (d) all known taxing authorities that have claims against the Debtor; (¢) any party which
has filed, prior to the date of entry of this Order, a request for service of pleadings in this case;
and (f) counsel for any official committee of unsecured creditors appointed in this case pursuant
to section 1102 of the Bankruptcy Code. Service in accordance with this paragraph shall be

deemed good and sufficient notice and service of this Order and of the final hearing on the use of

Cash Collateral.

Dated: 7;}\! ,_ip

Certified to be a true and
correct copy of the original
James M Lynch, Clerk
U:S‘ Bankiuptcy Court
District of Massachusetts

Date: £ /3 /v
/
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

EASTERN DIVISION
Chapter 11
Inre:
Case No. 11-16155 ()
MASSACHUSETTS ELEPHANT & :
CASTLE GROUP, INC., et al., ' : Jointly Administered

Debtors.

ORDER AUTHORIZING DEBTORS TO PAY WAGES, COMPENSATION,
EMPLOYEE BENEFITS AND OTHER RELATED OBLIGATIONS

Upon consideration of the Debtors’ Motion for Order (I) Authorizing (A) Payment of
Pre-Petition Wages, Salaries, and Employee Benefits, (B) Reimbursement of Employee Business
Expenses, and (C) Payment of other Employee Related Amounts; and (If) Authorizing
Applicable Banks and Other Financial Institutions To Receive, Process, Honor and Pay All
Checks and Drafts Drawn on Debtors’ Bank Accounts Relating to the Foregoing (the “Motion”);
the Court having reviewed the Motion; the Court finding that (a) the Court has jurisdiction over
this roatter pursuant to 28 U.S.C. §§ 157 and 1334; (b) this is a core proceeding pursuant to 28
U.S.C. § 157(b)(2), (c) venue of these.chapter 11 cases in this Court is proper pursuant to 28
U.S.C. §§ 1408 and 1409 and (d) notice of the Motion was sufficient under the circumstances;

the Court determining that the legal and factual bases set forth in the Motion establish just cause

! The Debtors in these cases, along with the last four digits of the federal tax identification number for each of the
Debtors, are Massachusetts Elephant & Castle Group, Inc. (5090), Elephant and Castle of Peansylvania, Inc. (9152),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle Illinois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle International, Inc. (5294), Elephant & Castle
Pratt Street, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elephant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (oo U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The Debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109,



for the relief granted by this Order; and it appearing that the relief requested is in the best interest
of the Debtors’ estates, their creditors and other parties in interest;
IT IS HEREBY DETERMINED, ORDERED AND ADJOURNED THAT:

A, The Motion is GRANTED in its entirety.

B. The Debtors are authorized, in their sole discretion, but not directed, to pay pre-
petition employee wages, bonuses, employee insurance benefits premiums or claims, business
expenses, deductions, garnishments, withholdings and processing costs accrued but unpaid as of
the Petition Date to or for the benefit of its employees.

C. The amount of payments made by the Debtors pursuant to the terms of this Order
shall not exceed $500,000 for accrued employee wages and salaries.

D. All applicable banks and financial institutions are anthorized and directed, when
requested by the Debtors and in the Debtors’ sole discretion, to receive, process, honor and pay
any and all checks drawn on the Debtors’ accounts with respect to pre-petition employee wages,
benefits, insurance premiums, business expenses, deductions, garnishments, withholdings and
processing costs, whether such checks were presented prior to or after the Petition Date, provided
that sufficient funds are available in the applicable accounts to make such payment.

E. Nothing in the Motxon shall be deemed a request for authonty to assume, and
nothing in this Order shall be deemed an authorization to assume, any executory contract under
11 U.S.C. § 365, nor shall any provision of the Motion or this Order be deemed to limit the

Debtors’ right to seek authority to modify or terminate any right or claim to compensation or

benefits.



F. The Debtors shall not make any payments pursuant to the terms of this Order in

excess of $11,750.00 to any single employee.

Dated: Jone 3o 2011

Certified to be a true and
correct copy of the original
James M. Lynch, Clerk
U.S. Bankruptcy Court
District of Massachusetts

BVM%
eputy Cler

Date:_ /il
s
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

EASTERN DIVISION
Chapter 11
In re:
Case No. 11-16155 ()
MASSACHUSETTS ELEPHANT & :
CASTLE GROUP, INC., et al., ' C Jointly Administered

Debtors.

ORDER GRANTING DEBTORS’ MOTION FOR AN ORDER AUTHORIZING (I) THE
DEBTORS TO REMIT AND PAY CERTAIN TAXES AND FEES AND (1) FINANCIAL
INSTITUTIONS TO PROCESS AND CASH RELATED CHECKS AND TRANSFERS

Upon consideration of the Debtors’ Motion for an Order Authorizing (T) the Debtors to
Remit and Pay Certain Taxes and Fees and (II) Financial Institutions to Process and Cash
Related Checks and Transfers (the “Motion”); the Court having reviewed the Motion; the Court
finding that (a) the Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and
1334; (b) this is a core proceeding pursuant to 28 U.S.C. § 157(b)(2), (¢) venue of these chapter
11 cases in this Court is proper pursuant to 28 U.S.C. §§ 1408 and 1409 and (d) notice of the
Motion was sufficient under the circumstances; the Court determining that the legal and factual
bases set forth in the Motion establish just cause for the relief granted by this Order; and it

appearing that the relief requested is in the best interest of the Debtors’ estates, their creditors

and other parties in interest;

! The Debtors in these cases, along with the last four digits of the federal tax identification number for each of the
Debitors, are Massachusetts Elephant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvaunia, Inc. (9152),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle [inois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle International, Inc. (5294), Elephant & Castle
Pratt Street, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elephant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The Debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02105.



ORDERED AND ADJOURNED THAT:
IT IS HEREBY DETERMINED, e g// J,«v

S aucl
A The Motion is GRANTED in its entirety, é/" l‘b ;“/ - Time ) D //..
b purd shell ot eyce d Hoge Golecred
B The Debtors are authon‘zcd,_hi-d-t directed, to pay the Taxes and Fees as set
) (=¥

forth in the Motion.

e /A
Dated: o 20 ot e

nited State

Hon
ey 37 Borof

Certified to be a true and
correct copy of the original
James M. Lynch, Clerk
U.8. Bankruptcy Court
District of Massachusetts
B v

Y eputy Cler

Date:_2. 30l
4 /
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

EASTERN DIVISION
Chaprer 11
In re:
Case No. 11-16155()
MASSACHUSETTS ELEPHANT & :
CASTLE GROUP, INC,, eral., ' : Jointly Administered

Debtors.

FINAL ORDER: (I) PROHIBITING UTILITIES FROM ALTERING, REFUSING OR
DISCONTINUING SERVICES FOR PRE-PETITION INVOICES; (I) DETERMINING
THAT THE UTILITIES ARE ADEQUATELY ASSURED OF POST-PETITION
PAYMENT; AND (IIT) ESTABLISHING PROCEDURES F OR DETERMINING
REQUESTS FOR ADDITIONAL ADEQUATE ASSURANCE

Upon consideration of the Debtors’ Motion Pursuant to Section 366 of the Bankruptcy
Code for Entry of an Order: (I) Prohibiting Utilities from Altering, Refusing or Discontinuing
Services for Pre-Petition Invoices; (IT) Determining that the Utilities are Adequately Assured of
Post-Petition Payment; and (III) Establishing Procedures for Determining Requests (the
“Motion™) for a Final Order; the Court having reviewed the Motion; the Court finding that (a) the
Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334; (b) this is a core
proceeding pursuant to 28 U.S.C. § 157(b)(2), (c) venue of these chapter 11 cases in this Court is
proper pursuant to 28 U.S.C. §§ 1408 and 1409 and (d) notice of the Motion was sufficient under
the circumstances; the Court determining that the legal and factual bases set forth in the Motion

establish just cause for the relief granted by this F inal Order; and it appearing that the relief

! The Debtors in these cases, along with the fast four digits of the federal tax identification number for each of the
Debtors, are Massachusetts Elephant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvania, Inc. (9152),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elepbant & Castle (Chicago) Corporation
(3254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle [linois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle International, Inc. (5294), Elephant & Castle
Pratt Street, LLC (7898), Elephant & Castle Group Inc. (noU.S. EIN), Elephant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The Debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109.



requested is in the best interest of the Debtors' estates, their creditors and other parties in

interest;
IT IS HEREBY DETERMINED, ORDERED AND ADJOQURNED THAT:

A. The Motion is GRANTED and the Debtors’ obligations to provide assurance of

payment is hereby finalized as set forth in this Final Order.

B. The Debtors are authorized to pay on a timely basis, in accordance with its pre-
petition practices, all undisputed invoices with respect to post-petition utility services rendered

by the Utility Companies.
C. Subject to the procedures described in the Motion and repeated below, absent any

further order of this Court, no Utility Company shall alter, refuse, or discontinue service to, or
discriminate against the Debtors, solely on the basis of the commencement of these cases,
pending the negotiation or determination of adequate assurance of payment pursuant to the

Determination Procedures set forth in the Motion.

D. The following procedures shall be used by the Court to determine, if necessary,

whether the requested assurance of payment by a Utility Company is adequate:

(a)  The Debtors shall provide each such Utility Company which is not
currently holding a security deposit with a security deposit (the “Security Deposit”) in an
amount equal to the average one month obligation for utility service over the past twelve
months prior to the Petition Date for such Utlity Company. If the Utility Company
currently holds a Security Deposit, the Debtors shall not be required to post an additional

deposit.

(b) If a Utility Company asserts that the treatment provided pursuant to
paragraph (a) above does nat constitute satisfactory assurance of payment, then such
Utility Company may request additional adequate assurance (an “Additional Assurance
Request”™) pursuant to section 366(c)(3) of the Bankruptcy Code. Any such Additional
Assurance Request must be sent so as to be received within 30 days after the entry of the
interim order on this Motion (the “Utility Order™), attached hereto as Exhibit “B”, to
Massachusetts Elephant & Castle Group, Inc., 50 Congress Street, Suite 900, Boston, MA
02109-4002 (Atm: Keith A. Radford) with a copy to Eckert Seamans Cherin & Mellott,
LLC, Two International Place, 16® Floor, Boston, MA 02110-2602 (Attm: John G.

B



Loughnane, Esquire) and shall specify (i) the amount and nature of assurance of payment
that would be satisfactory to the Utility Company, (ii) the type of utility services that are
provided, (iii) a list of any deposits or other security currently held by such Utility
Company and held by such Utility Company immediately prior to the Petition Date on
account of the Debtors, (iv) a description of any payment delinquency or irregularity by
the Debtors for the post-petition period, and (v) detailed reason(s) why the Security
Deposit does not constitute satisfactory assurance of payment.

(c) Without further order of the Court, the Debtors may enter into agreements
granting to the Utility Companies any assurance of payment that the Debtors, in their sole
discretion, determine is reasonable.

(d)  If a Utility Company timely makes an Additional Assurance Request that
the Debtors believe is unreasonable, then, upon the written request of the Utility
Company and after good faith negotiations by the parties, the Debtors will (i) file a
motion sceking to modify the Additional Assurance Request to an amount that the
Debtors believe is adequate (a “Determination Motion™), and (ii) schedule the
Determination Motion to be heard by the Court at the next regularly-scheduled omnibus
hearing in this case that is at least 20 days after the filing of the Determination Motion (a
“Determination Hearing”). The Debtors will not be required to file a Determination
Motion with respect to any such Utility Company earlier than 40 days after the Petition

Date.

(e) The Utility Companies shall be prohibited from altering, refusing, or
discontinuing services, and shall be deemed to have adequate assurance of payment,
pending negotiation and receipt of assurance of payment pursuant to the Determination
Procedures or an order determining adequate assurance following a Determination
Hearing.

6 Any assurance of payment provided by the Debtors to a Utility Company
in accordance with the Determination Procedures shall, to the extent not used by the
Utility Company to satisfy a post-petition default, be returned to the Debtors within 30
days after the effective date of a chapter 11 plan in this case without further order of the

Court.

(g)  Any Utility Company that does not timely make a written Additional
Assurance Request in accordance with the Determination Procedures shall be deemed to
have adequate assurance of payment under section 366(b) of the Bankruptcy Code,
without prejudice to such Utility Company's right to seeck relief under section

366(cX3NA).
E. Any deposits, bonds, letters of credit or other assurances of payment that were in

place prior to the Petition Date shall remain in place and shall continue to be held by those

Utility Companies holding the same, except upon entry of further order of this Court.



F. Any Utility Company not listed on Exhibit A attached to the Motion, but
subsequently identified by the Debtors, shall be served with copies of this Motion and the
Interim Order and Final Order approving this Motion (together, the ‘“Notice Package™) and be
afforded thirty (30) days from the date of such service to request adequate assurance, if any, from
the Debtors. Such request must otherwise comply with the requirements set forth above or shall
be deerned an invalid adequate assurance request.

G. Substantially contemporaneously with such service, the Debrors shall file with the
Court a supplement to Exhibit A attached to the Motion adding the name of any Utility
Company(ies) so served and not included on Exhibit A attached to the Motion, and this Final
Order shall be deemed to apply to such Utility Company(ies) from the date of such service,
subject to a later order of the Court on a motion for determination of adequate assurance, if any.

H.  The Debtors shall serve a copy of the Motion and this Final Order upon each of
the Utility Companies listed on Exhibit A attached to the Motion, at the addresses listed thereon,
by first-class mail, postage prepaid, within five (5) business days of the entry of this Final Order.

I Nothing in this Final Order shall be deemed to affect any burden of proof that
either the Debtors or any Utility Company may have in a Determination Hearing or to confer
upon the Utility Companies listed in Exhibit A to the Motion the status of a “utility” within the

meaning of section 366 of the Bankruptcy Code.

e D YRS

c Hadevpléle United States Bankruptcy Judge

) J. Errv,

Certified to be a true and
correct copy of the original
James M. Lynch, Clerk
U.S. Bankruptcy Court
District of Massachusetts

By:

eputy Cler
Date:_ (/3¢ 7
S
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS
EASTERN DIVISION

Chapter 11

Inre:
Case No. 11-16155 (HIB)

MASSACHUSETTS ELEPHANT & :
CASTLE GROUP, INC., et al., : : Jointly Administered

Debtors.

INTERIM ORDER GRANTING DEBTORS’ MOTION FOR ENTRY OF ORDER
GRANTING (i) AUTHORITY TO CONTINUE TO USE CERTAIN PRE-PETITION
BANK ACCOUNTS, CHECK STOCK AND EXISTING BUSINESS
FORMS, AND (ii) WAIVER OF COMPLIANCE WITH BANKRUPTCY CODE
SECTION 345(b) INVESTMENT GUIDELINES

Upon consideration of the Debtors’ Motion for Entry of an Order Granting (i) Authority
to Continue to Use Certain Pre-Petition Bank Accounts, Check Stock and Existing Business
Forms, and (ii) Waiver of Compliance with Bankruptcy Code Section 345(b) Investment
Guidelines (the “Motion”); the Court having reviewed the Motion; the Court finding that (a) the
Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334; (b) this is a core
proceeding pursuant to 28 U.S.C. § 157(b)(2), (c) venue of these chapter 11 cases in this Court 1S
proper pursuant to 28 U.S.C. §§ 1408 and 1409 and (d) notice of the Motion was sufficient under
the circumstances; the Court determining that the legal and factual bases set forth in the Motion

establish just cause for the relief granted by this Interim Order; and it appearing that the relief

' The Debtors in these cases, along with the last four digits of the federal tax identification number for each of the
Debtors, are Massachusents Elephant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvania, Inc. (9152),
E&C Pub, Inc. {4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle [ilinois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle international, Inc. (5294), Elephant & Castle
Prait Street, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elephant & Castle Canada nc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The Debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109,



requested is in the best interest of the Debtors’ estates, their creditors and other partics in
interest;
IT IS HEREBY DETERMINED, ORDERED AND ADJOURNED THAT:

A The Motion is GRANTED on an INTERIM basis.

B. A final hearing shall be held on the Motion on AL;._«I 7 / 201la
9 o "aﬂ“,/’«-l‘a‘t’dw —_—
Q,‘Zo A m.“Objcctions to the Motion shall be due by 4:00 p.m. on / gé 2 s ,

2011

C. The Debtors are authorized to continue to (i) use the Accounts, (ii) deposit funds

in and withdraw funds from such Accounts by all usual means, ( iii) use their existing check stock
and business forms without the necessity of opening new debtor-in-possession bank accounts and
obtaining new business forms, and (iv) treat the Accounts as debtor-in-possession bank accounts
for all purposes, provided only that once the existing stock is exhausted, the Debtors will imprint

the legend "DIP" or "Debtor in Possession” and the case number for the Debtors' consolidated

chapter 11 cases on any new stock of correspondence and business forms acquired other than for

payroll.

D. The Debtors’ banks are not authorized to process, honor or pay any checks drawn
in payment of any pre-petition obligations unless authorized by a separate order of this Court.

E. All financial institutions and banks at which the Debtors’ Accounts are
maintained are prohibited from offsetting, freezing or otherwise impeding the use or transfer of,
or access to, any funds deposited in such Accounts on or subsequent to the Petition Date on
account of any claim such financial institution or bank may have against the Debtors that arose

Certified to be a true and
correct copy of the original
James M. Lynch, Clerk
U.S. Bankruptcy Court
District of Massachusetts

By:

before the Petition Date.

eputy Cler
Date: 9/55/’///




F. The Debtors are authorized to continue to make intercompany transfers in the

ordinary course of business. The Debtors will record all post-petition intercompany transfers in

G. The requirements of section 345 of the Bankruptcy Code are hereby waived for a

period of 60 days as to the Accounts. To the extent that the Debtors seek a further waiver of

such requirements, they will file a separate motion with the Court.

H. This Interim Order is without prejudice to the Debtors’ right to (i) close any of
the Accounts or (ii) to open or close new accounts at any banking institution. The Debtor shall
promptly notify the Office of the United States Trustee and counsel for any statutory committee

if an account is closed or an account is opened.

Dated: 4 one Pa 2011
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

EASTERN DIVISION
Chapter 11
In re:
Case No. 11-16155 ()
MASSACHUSETTS ELEPHANT & :
CASTLE GROUP, INC,, et al.,' : Jointly Administered

Debtors.

ORDER (I) AUTHORIZING THE DEBTOR TO HONOR OR PAY CERTAIN PRE-
PETITION OBLIGATIONS TO ITS CUSTOMERS IN THE ORDINARY COURSE OF

BUSINESS AND (II) GRANTING CERTAIN RELATED RELIEF

Upon consideration of the Debtors’ Motion for Entry of an Order Authorizing the
Debtors to Honor Certain Pre-Petition Obligations to Customers and to Otherwise Continue
Customer Practices and Programs in the Ordinary Courts of Business (the “Motion™); the Court
having reviewed the Motion; the Court finding that (a) the Court has jurisdiction over this matter
pursuant to 28 U.S.C. §§ 157 and 1334; (b) this is a core proceeding pursuant to 28 U.S.C. §
157(b)(2), (c) venue of these chapter 11 cases in this Court is proper pursuant to 28 U.S.C. §§
1408 and 1409 and (d) notice of the Motion was sufficient under the circumstances; the Court
 determining that the legal and factual bases set forth in the Motion establish just cause for the
relief granted by this Order; and it appearing that the relief requested is in the best interest of the

Debtors’ estates, their creditors and other parties in interest;

1 The Debtors in these cases, along with the last four digits of the federal tax identification number for each of the
Debtars, are Massachusetts Elephant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvania, Inc. (9152),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle Tliinois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle International, Inc. (5294), Elephant & Castle
Pratt Street, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elephant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (o U.S. EIN). The Debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109.



IT IS HEREBY DETERMINED, ORDERED AND ADJOURNED THAT:

Al The Motion is GRANTED in its entirety.

B. The Debtors are authorized to continue, in their sole discretion, the Customer
Programs in the ordinary course of business.

C. The Debtors are authorized to continue, renew, modify, terminate or replace, in

their discretion, their Customer Programs without further order of the Court.

Dated: 3o 2011 @EZ % %/

Honor{B)o/ Unffed States Bankruptey Judge

ﬁ@d/} J. &//

Certified to be a true and
correct copy of the original
James M. Lynch, Clerk
U.S. Bankruptcy Court
District of Massachusetts

By:
eputy Cler

Date: é/jo ﬁ/
T/
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

EASTERN DIVISION
Chapter 11
Inre:
Case No. 11-16155 ()
MASSACHUSETTS ELEPHANT & :
CASTLE GROUP, INC, eral,' : Jointly Administered

Debtors.

ORDER (I) AUTHORIZING THE DEBTORS TO PREPARE
(A) A CONSOLIDATED LIST OF CREDITORS AND
(B) A CONSOLIDATED LIST OF THE DEBTORS'’ THIRTY
LARGEST UNSECURED CREDITORS AND (II) APPROVING THE

FORM AND MANNER OF THE NOTICE OF COMMENCEMENT

Upon consideration of the Debtors’ Motion for an Order (I) Authorizing the Debtors to
Prepare (A) a Consolidated List of Creditors and (B) a Consolidated List of the Debtors’ Thirty
Largest Unsecured Creditors and (II) Approving the Form and Manner of the Notice of
Commencement (the “Motion™); the Court having reviewed the Motion; the Court finding that
(a) the Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334; (b) thisis a
core proceeding pursuant to 28 U.S.C. § 157(b)(2), (c) venue of these chapter 11 cases in this
Court is proper pursuant to 28 U.S.C. §§ 1408 and 1409 and (d) notice of the Motion was
sufficient under the circumstances; the Court determining that the legal and factual bases set

forth in the Motion establish just cause for the relief granted by this Order; and it appearing that

! The Debtors in these cases, along with the last four digits of the federal tax identification number for each of the
Debtors, are Massachusetts Elephant & Castle Group, Inc. (5090), Elephant and Castle of Pennsylvania, Inc. (91 52),
E&C Pub, Inc. (4001), Elephant & Castle Inc. (Washington) (3988), Elephant & Castle (Chicago) Corporation
(5254), Elephant & Castle East Huron, LLC (8642), E&C Capital, LLC (4895), Elephant & Castle Illinois
Corporation (2811), E&C Eye Street, LLC (1803), Elephant & Castle International, Inc. (5294), Elephant & Castle
Pratt Street, LLC (7898), Elephant & Castle Group Inc. (no U.S. EIN), Elepbant & Castle Canada Inc. (no U.S.
EIN), Repechage Investments Limited (no U.S. EIN), Elephant & Castle, Inc. (Texas) (no U.S. EIN). The Debtors’
corporate offices are located at 50 Congress Street, Suite 900, Boston, MA 02109.



the relief requested is in the best interest of the Debtors’ estates, their creditors and other parties
in interest;
IT IS HEREBY DETERMINED, ORDERED AND ADJOURNED THAT:

A. The Motion is GRANTED in its entirety.

B. The Debtors are authorized to file a single consolidated matrix in lieu of separate
creditor matrices for each of the Debtors.

C. The Debtors are authorized to file a single consolidated list of their combined 30
largest unsecured creditors in lieu of Top 20 Lists for each Debtor.

D. The Debtors are authorized to file one declaration under Bankruptcy
Rule 1008 in connection with the consolidated list of creditors and the consolidated list of the
combined 30 largest unsecured creditors.

E. The form of notice of the commencement of these chapter 11 cases and the
Section 341 Meeting, substantially in the form attached hereto as Exhibit A (the
"Commencement Notice"), hereby is approved.

F. The Claims Agent is authorized and directed to serve the Commencement
Notice, with such revisions as agreed to by the Clerk, within five business days after the Debtors
receive written notice of the time and place of the Section 341 Meeting. The Claims Agent will
serve the Commencement Notice by regular mail, postage prepaid, on those entities entitled to
receive the Commencement Notice pursuant to Bankruptcy Rule 2002. Service of the

Commencement Notice in accordance with this paragraph is approved in all respects and is

45



deemed sufficient notice of the commencement of these chapter 11 cases and Section 341

Meeting under the Bankruptcy Code, the Bankruptcy Rules, and the MLBR.

Dated:

35

2011

H;an ;jﬁted States Bankruptcy Judge

fenry T~ Gorg

Certified to be a true and
correct copy of the original
James M. Lynch, Clerk
U.S. Bankruptcy Court
District of Massachusetts

BV:M
Deputy Cler

Date: /L. 3@//1/
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Court File No. CV-11-9279-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF CERTAIN PROCEEDINGS
TAKEN IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS EASTERN DIVISION
WITH RESPECT TO THE CHAPTER 11 DEBTORS (AS DEFINED BELOW)

APPLICATION OF
MASSACHUSETTS ELEPHANT & CASTLE GROUP, INC.
UNDER SECTION 46 OF THE
COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

NOTICE OF RECOGNITION ORDERS

PLEASE BE ADVISED that this Notice is being published pursuant to an order of the
Ontario Superior Court of Justice (Commercial List) (the “Canadian Court”), granted on

July 4, 2011.

PLEASE TAKE NOTICE that, on June 28, 2011, Massachusetts Elephant & Castle
Group, Inc., (the “Applicant”), Repechage Investments Limited, Elephant & Castle
Group Inc., The Elephant and Castle Canada Inc., Elephant & Castle, Inc. (a Texas
Corporation), Elephant & Castle Inc. (a Washington Corporation), Elephant & Castle
International, Inc., Elephant & Castle of Pennsylvania, Inc., E & C Pub, Inc., Elephant &
Castle East Huron, LLC, Elephant & Castle Illinois Corporation, E&C Eye Street, LLC,
E & C Capital, LLC, Elephant & Castle (Chicago) Corporation (collectively, the
“Chapter 11 Debtors”) each filed voluntary petitions under Chapter 11 of Title 11 of the
United States Code in the United States Bankruptcy Court for the District of
Massachusetts Eastern Division (collectively, the *“Chapter 11 Proceedings”). In
connection with the Chapter 11 Proceedings, the Chapter 11 Debtors have appointed the
Applicant as their foreign representative (the “Foreign Representative”).

PLEASE TAKE FURTHER NOTICE that an Initial Recognition Order and a
Supplemental Order (together, the “Recognition Orders”) have been issued by the
Canadian Court under Part IV of the Companies’ Creditors Arrangement Act, R.S.C.
1985, c. C-36, that, among other things: (i) recognize the Chapter 11 Proceedings as a
foreign main proceeding; (ii) recognize the Applicant as the Foreign Representative of



the Chapter 11 Debtors; (iii) recognize certain orders granted by the United States
Bankruptcy Court in the Chapter 11 Proceedings; (iv) stay all proceedings against the
Chapter 11 Debtors and their directors and officers; and (v) appoint BDO Canada
Limited as the Information Officer with respect to the Chapter 11 Proceeding.

PLEASE TAKE FURTHER NOTICE that persons who wish to receive a copy of the
Recognition Orders or obtain any further information in respect thereof or in respect of
the matters set forth in this Notice, should contact the Information Officer at the address

below:

BDO CANADA LIMITED
123 Front Street West

Suite 1200

Toronto, Ontario

M35J 2M2

Attention: Ken Pearl

Phone: (416) 369-3063

Fax: (416) 865-0904
Email: kpearl@bdo.ca

PLEASE FINALLY NOTE that the Recognition Orders, and any other orders that may
be granted by the Canadian Court, can be viewed at www.bdo.ca/elephantcastle/.

DATED AT TORONTO, ONTARIO this  day of July, 2011.

BDO CANADA LIMITED
(solely in its capacity as Information Officer)

q%
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (together with the exhibits and schedules
hereto, this “Agreement™), is made as of this 18th day of November, 2011 (the “Effective Date™),
by and between Original Joe's Acquisition Corp., an Alberta corporation (“Purchaser”), and
Massachusetts Elephant & Castle Group, Inc., a Massachusetts corporation, Elephant and Castle
of Pennsylvania, Inc., a Pennsylvania corporation, E&C Pub, Inc., a California corporation,
Elephant & Castle Inc., a Washington corporation, Elephant & Castle (Chicago) Corporation, a
Nevada corporation, Elephant & Castle East Huron, LLC, an Illinois limited liability company,
E&C Capital, LL.C, a Delaware limited liability company, Elephant & Castle Illinois
Corporation, a Nevada corporation, E&C Eye Street, LLC, a Delaware limited liability company,
Elephant & Castle International, Inc., a Texas corporation, Elephant & Castle Group Inc., a
Canadian corporation, Elephant & Castle Canada Inc., an Ontario corporation, Elephant &
Castle, Inc., a Texas corporation, and Elephant & Castle Pratt Street, LLC, a Maryland limited
liability company (each a “Seller” and collectively the “Sellers™) as Debtors and
Debtor-in-Possession. Purchaser and Sellers may be referred to herein individually as a “Party”
or collectively as the “Parties”.

INTRODUCTION

WHEREAS, on June 28, 2011, Sellers commenced cases (the “Cases”) under chapter 11
of title 11 of the United States Code (the “Bankruptcy Code”) by filing voluntary petitions for
relief in the United States Bankruptcy Court for the District of Massachusetts (the “Bankruptcy
Court”);

WHEREAS, Sellers are engaged in the business of (i) owning, managing, and operating
the chain of Seller-owned restaurants operating under the trade name "Elephant and Castle" in
the United States and Canada, (ii) franchising the right to operate Elephant and Castle restaurants
in the United States and Canada, and (iii) owning, managing and operating restaurants operating
under the trade name "The Exchange Pub and Restaurant” and “Rosies’s on Robson” (the
aforementioned Elephant and Castle, The Exchange Pub and Restaurant and Rosie’s on Robson
businesses are collectively referred to as the "Business");

WHEREAS, Sellers desire to sell, transfer, convey, assign and deliver to Purchaser, in
accordance with Sections 363, 365 and other applicable provisions of the Bankruptcy Code, the
Acquired Assets (as defined in Section 2.1), together with the Assumed Obligations (as defined
in Section 2.4(b)), of Sellers upon the terms and subject to the conditions set forth in this
Agreement;

WHEREAS, the Parties expect that the Acquired Assets will be sold pursuant to a Sale
Approval Order of the Bankruptcy Court approving (i) such sale under Section 363, 365 and
other applicable provisions of the Bankruptcy Code, and (ii) the terms and conditions of this
Agreement, and pursuant to a Recognition Order to be entered by a Canadian court. A proposed
copy of the Sale Approval Order is attached hereto as Exhibit A; and

{00998728 / 1}
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WHEREAS, the transactions contemplated by this Agreement are subject to the approval
of the Bankruptcy Court and would be consummated only pursuant to the Sale Approval Order
to be entered by the Bankruptcy Court, applicable provisions of the Bankruptcy Code and a
Recognition Order to be entered by a Canadian court.

AGREEMENT

For and in consideration of the representations, warranties, covenants and agreements
contained herein and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties hereto, intending to be legally bound, agree as
follows:

ARTICLE 1

1.1  Definitions. Terms not otherwise defined herein shall have the meaning given
them below:

“Bankrupicy Petitions” means the voluntary bankruptcy petitions filed by Sellers
on June 28, 2011 with the Bankruptcy Court.

“Closing” means the closing of the transactions contemplated by this Agreement.

“Contract” means any contract, indenture, note, bond, lease, license, purchase or
sale order, warranty, commitment, or other written or oral agreements other than a Lease
which is related to the Business.

“Cure Obligations” means all cure amounts required to be paid by Sellers in
respect of any assumption and assignment of the Assigned Leases and/or Assigned
Contracts under Section 365 of the Bankruptcy Code.

“Customer Credit Obligations” means all of Sellers’ obligations to its current or
former consumer customers for credit memos, gift certificates and loyalty programs.

“Datg” means any current and historical textual, statistical, financial, numerical or
other information relating in any manner to the operations of the Business or the books
and records of the Business (as further described in Section 2.1(n) below), which
information is obtained, compiled, generated or stored ¢lectronically as part of the point-
of-sale system or on any computer hardware or servers, whether in Sellers’ possession or
in the possession of Terra Nova or any other third party.

“Designated Contracts” means collectively the Assigned Leases and Assigned
Contracts.

“Escrow Agent” means Eckert Seamans Cherin & Mellot, LLC.

“Revenues” means and shall include the aggregate amount of all sales of services,
products or merchandise of every kind or nature performed, sold from, at or in connection
with the operation of the Business or arising out of the operation or conduct of the

(00998728 / 1} 2.
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Business, whether for sales made at or away from the Locations, and whether for cash,
credit, or both but excluding all: (i) federal, state, provincial or municipal sales or service
taxes collected from customers and paid to the appropriate taxing authority; and (ii)
returns of merchandise. The "Revenues" totals for the Locations shall be based upon and
derived from the monthly confirmed Revenues of the Locations based upon rolling
weekly amounts.

“Headquarters” means Sellers' offices located at 50 Congress Street, Suite 900,
Boston, MA 02109.

“Indemnity Losses” means all losses, damages, liabilities, claims, deficiencies,
costs, expenses, and expenditures, including, without limitation, reasonable attorneys’
fees and expenses and court and investigation costs.

“Knowledge” (A) An individual will be deemed to have “knowledge” of a
particular fact or matter if (i) that individual has actual knowledge of such fact or matter
or (ii) a prudent individual could be expected to discover or otherwise become aware of
the fact or matter in the course of conducting a reasonably comprehensive investigation
regarding the accuracy of any representation or warranty contained in this Agreement,
and (B) a Person (other than an individual) will be deemed to have “knowledge” of a
particular fact or matter if any executive officer of such entity has actual knowledge of
such fact or matter or could be expected to discover or otherwise become aware of the
fact or matter in the course of conducting a reasonably comprehensive investigation
regarding the accuracy of any representation or warranty contained in this Agreement.

“Leased Real Property” means all leasehold or sub-leasehold estates and other
rights to use or occupy any land, buildings, structures, improvements, appurtenances,
fixtures or other interests in nonresidential real property held by Sellers.

“Leases” means all leases, subleases, licenses or other agreements, including all
amendments, extensions, renewals, guaranties or other agreements with respect thereto,
pursuant to which Sellers hold or use any Leased Real Property. The Leases are
identified on Exhibit B attached hereto. “Lease” refers to one of the Leases.

“Lessor” means a lessor under a Lease of Leased Real Property.

“Lien” means any lien, security interest, pledge, hypothecation, encumbrance or
other interest or claim (including, but not limited to, any and all “claims,” as defined in
Section 101(5) of the Bankruptcy Code, and any and all rights and claims under any bulk
transfer statutes and similar laws) in or with respect to any of the Acquired Assets
(including, but not limited to, any options or rights to purchase such Assets and any
mechanics’ or Tax liens), whether arising by agreement, by statute or otherwise and
whether arising prior to, on or after the date of the filing of the Bankruptcy Petition.

“Locations” means all of Sellers’ nineteen (19) restaurant locations operated by
Sellers as of the date of this Agreement, which include the restaurants operated by the
Sellers listed on Schedule 1.1 hereto (the “Purchased Locations™) and the restaurants

(00998728 / 1} -3.
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franchised by the Sellers listed on Schedule 1.1 (the “Franchised Locations™).
“Location” refers to one of the Locations.

“Material Adverse Effect” " means the occurrence or failure of an event that
could reasonably be expected to have a material adverse effect on the business,
operations, results of operations, financial position or prospects of Sellers or the value of
their properties or assets, including but not limited to: (i) the closing or cessation of
business operations, or notice of pending incurable closing or cessation of business
operations, of any of the Locations; or (ii) the incurable termination, or notice of pending
incurable termination, of any license (including without limitation a liquor license),
permit or other requirement by a governmental agency necessary for continuing the
historical operations of any of the Locations; provided that in the event that either party
shall be delayed or hindered in or prevented from the performance of any covenant,
agreement, work, service, or other act required under this Agreement to be performed by
such party (a "Required Act") and such delay or hindrance is due to causes entirely
beyond its control such as riots, insurrections, martial law, civil commotion, war, fire,
flood, earthquake, or other casualty or acts of God, then the performance of such
Required Act shall be excused for the period of delay, and the time period for
performance of the Required Act shall be extended by the same number of days in the
period of delay, and the results of such delay or hindrance shall not be deemed a Material
Adverse Effect; and provided further that the parties agree and acknowledge that notice
from a government agency of revocation of a permit or license due to administrative
issues or other issues which are curable within a reasonable time shall not be deemed a
Material Adverse Effect.

“Person” means any individual, corporation, partnership, joint venture, trust,
association, limited liability company, unincorporated organization, other entity, or
governmental body or subdivision, agency, commission or authority thereof.

“Post-Petition Administrative Rent” means, with respect to a Lease, the post-
petition rent and other amounts payable by Sellers to a Lessor with respect to a Leased
Real Property and allowable as an administrative expense in the Cases.

“Sale Approval Order” means the entry of an Order of the Bankruptcy Court
substantially in the form of Exhibit A attached hereto, inter alia, approving the
transactions contemplated hereby and the definitive documentation, subject to
overbidding, along with a Recognition Order, recognizing, approving and implementing
the Sale Approval Order, the transactions contemplated thereby and the definitive
documentation in Canada, the form of which is satisfactory to the Purchaser
(“Recognition Order™).

“Tax” or “Taxes” shall mean any federal, state, provincial, local, or foreign Tax
(including any income, profits, franchise, license, severance, premium, windfall profits,
environmental (including Taxes under section 59A of the Internal Revenue Code of 1986,
as amended, and including all taxes arising under Canadian tax law), customs duties,
registration, capital stock, capital gains, estimated, alternative or add-on minimurn, gross
receipts, value-added, surtax, excise, ad valorem, transfer, stamp, sales, use, property

(00998728 / 1) -4 -
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(real or personal), business, occupation, inventory, occupancy, withholding, social
security (or similar), employment, unemployment, disability, payroll or other Tax of any
kind whatsoever), levy, assessment, tariff, impost, imposition, toll, duty, whether
computed on a separate, combined, unitary, or consolidated basis or any other manner,
and including any interest, penalty, or addition thereto, whether disputed or not and
including any obligation to indemnify or otherwise assume or succeed to the Tax liability
of any other Person.

“Tax Obligations” shall mean the estimated amount determined by Sellers and
Purchasers to be owed and payable by Sellers for Taxes related to the Business prior to
the Closing Date, which amount will be deposited at Closing with the Escrow Agent and
used toward the payment of Sellers’ Taxes in accordance with Section 8.3(d).

“Tax Return” shall mean any return (including any information return), report,
claim for refund, statement, declaration, estimate, schedule, notice, notification, form,
election, certificate or other document or information that is, has been or may in the
future be filed with or submitted to, or required to be filed with or submitted to, any
governmental body in connection with the determination, assessment, collection or
payment of any Tax or in connection with the administration, implementation or
enforcement of or compliance with any legal requirement relating to any Tax, and
including any amendment thereof.

“Third Party” means any “person” or “group”, as such terms are defined in
Section 13(d) of the Securities Exchange Act of 1934, as amended, and the rules and
regulations thereunder, other than Purchaser or any affiliate of Purchaser.

12 Other Defined Terms. The following terms are defined on the following pages
of this Agreement:
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ARTICLE 2

SALE AND PURCHASE OF ACQUIRED ASSETS

2.1  Sale and Purchase of Acquired Assets. On the Closing Date and subject to the
terms and conditions set forth in this Agreement, Purchaser shall purchase from Sellers, and
Sellers shall sell to Purchaser, all of Sellers' right, title and interest in and to the Acquired Assets,
free and clear of any Lien to the fullest extent permitted by Sections 363 and 365 of the
Bankruptcy Code. The assets, properties, rights and interests of whatever kind or nature,
tangible, intangible or personal, to be sold or assigned hereunder (collectively, the “Acquired
Assets”) shall include all of Sellers' right, title and interest in and to the following:

(a) Personal Property. All uniforms, menus, dishes, glassware, utensils
and other small wares, and all other tangible or intangible personal property located in the
Purchased Locations or used in or incidental to the operation of the Business as of the
Closing Date, including without limitation any computer hardware and software or point-
of-sale systems used at or in connection with the Business (which point-of-sale system
shall include all related equipment and licenses to operate the system and all Data stored,
generated by and used in connection with the system) (the “Personal Property”).

(b) Inventory. All inventories of usable food ingredients, packaging
materials, supplies, paper products and other consumables stored in the Purchased
Locations (the “Consumables Inventories™), as well as a change fund for each Purchased
Location (collectively, the “Change Funds”) consisting of cash in drawers and in safes
located in such Purchased Location (but excluding any deposits in safes located in such
Purchased Location and any amounts in local bank accounts) in an amount and in
denominations adequate to do business at such Purchased Location on the morning after
the Closing Date (in accordance with and subject to Section 8.1).

(c) FFE. All owned furniture, signs, fixtures, appurtenances,
improvements (subject to all rights of the Landlord to such assets in accordance with the
Assigned Leases), appliances, cash registers, and equipment on the Closing Date.

(d) Assigned Leases. The Assigned Leases (as determined in accordance
with Section 8.2(a)), together with all security deposits related thereto.

(e) Assigned Contracts, The Contracts designated in writing by Purchaser
to be assumed by and assigned to Purchaser, as further described in Section 8.2(b) below
(to the extent so designated, the “Assigned Contracts”).

(f) Franchise Rights. All rights relating to offering, selling, and managing
franchises to operate Elephant & Castle restaurants in the United States and Canada,
including without limitation all franchise materials and registrations, all franchise
disclosure documents, all disclosure receipts from franchisees, all books and records
relating to Seller's franchising of any Franchised Locations and relating to Sellers’
franchisees and their franchised businesses, the Franchise Agreement for the Franchised
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Location in Grove City, Pennsylvania, and any state specific registrations of the
disclosure documents (to the extent assignable).

(g) Liquor Licenses. All rights necessary and appropriate under
applicable law pertaining to the liquor licenses and permits used by Sellers in connection
with the Business for liquor sales at the Purchased Locations ("Liguor Licenses"), which
Liquor Licenses are set forth on Schedule 2.1(g).

(h) Permits. Subject to Section 2.1(f), all rights of Sellers under any
franchises, approvals, permits, licenses, orders, registrations, certificates, variances, and
similar rights obtained from governments and governmental agencies, that are
transferable and that are necessary or useful for the operation of the Business and held by
Sellers in connection with the operation of the Business or the ownership of the Acquired
Assets (in the aggregate the “Permits™), including without limitation those items
constituting Permits listed in Schedule 2.1(g).

(i) Supplies. All supplies, including bags, packaging and other materials
used in the operation of the Purchased Locations, as the same exists on the Closing Date.

(j) Prepaid Expenses. Prepaid expenses as mutually agreed upon for the
Locations as of the Closing Date.

(k) Intellectual Property. All rights of Sellers in and to any copyrights,
patents, trademarks, trade names, logos, trade secrets, inventions, knowhow, recipes,
confidential information and other intellectual property, if any, utilized or related to the
Business owned or licensed by Sellers, including, without limitation, all rights of Sellers
in and to the names “Elephant & Castle”, "The Exchange Pub and Restaurant” and
“Rosie’s on Robson” and all goodwill incidental to the Business and the goodwill of
Sellers associated with the Business or the Acquired Assets, and the internet web sites
and internet domain names, including but not limited to www.elephantcastle.com,
www.shop.elephantcastle.com, and www.theexpub.com and Sellers' right to use of the
URL and the HTML codes and other similar codes and software program language
supporting such websites (collectively, "Intellectual Property").

() Equity and Joint Venture Interest. All shares of capital stock or other
equity interest of Elephant & Castle (Chicago) Corporation, as a Seller hereunder, in
E&C San Francisco, LLC, a California limited liability company, which owns a one-third
(1/3) equity interest in BC Restaurants, LLC, a California limited liability company,
which operates the Elephant & Castle Restaurant in San Francisco, together with all
minute books, stock ledgers, corporate seals and stock certificates of E&C San Francisco,
LLC and BC Restaurants, LLC, and other books and records relating to the organization
and existence of E&C San Francisco, LLC and BC Restaurants, LLC, including tax
returns, financial statements and corporate or other entity filings.

(m)Point of Sale System Data. All Data and licenses related to the
Sellers’ point of sale system, including without limitation all Data residing on servers
owned by Terra Nova.

(00998728 / 1} -8-



Case 11-16155 Doc 208-1 Filed 11/18/11 Entered 11/18/11 18:20:04 Desc Exhibit

A Page 9 of 41

(n) Books and Records. All books, records, manuals, and other materials
of Sellers or the Business, including, without limitation, all Data, sales records, customer
records, lists, personnel and payroll records, accounting records, purchase records, price
lists, supplier lists, correspondence, quality control records, and all research and
development files, wherever located other than Sellers’ corporate minute book and stock
ownership records.

(0) Hired Employee Records. Copies of personnel and payroll records
relating solely to the Hired Employees who were employed by Sellers immediately prior
to Closing.

(p) Telephone Numbers; Permits. All telephone numbers, licenses,
permits, certificates, interim permits, permit applications, franchises, rights, and other
authorizations issued to Sellers by any governmental authority and applicable to the
Business to the extent assignable.

(q) Goodwill. All goodwill and going concern value of the Business.

22  Terra Nova Assets. In connection with conducting the Business operations,
Sellers are party to a management agrecment with Terra Nova Service Corp. (“TNS”), a New
York corporation and wholly owned subsidiary of Terra Nova Pub Group Ltd., a Canadian
corporation (“TNPG” (together with TNS, “Terra Nova”)) and have utilized products and
services of Terra Nova, both of which entities are affiliates of Sellers. Purchaser shall have the
right to assume the management agreement with Terra Nova for continued management and
transition services in connection with Section 8.2(b). In addition to providing services to Sellers
in connection with the Business operations, certain Data of the Sellers resides on servers owned
by Terra Nova. Sellers shall act in good faith and shall take all reasonable and necessary steps to
cause Terra Nova to convey and transfer to Purchaser at Closing all such Data in a medium
reasonably acceptable to Purchaser and to cause Terra Nova to assign to Purchaser at Closing
any licenses associated with the point of sale system.

2.3 Excluded Assets. The Acquired Assets do not include any of the following (the
“Excluded Assets”): (a) any accounts receivable, notes receivable, charge card receivables or
other receivables, (b) any funds deposited in bank accounts and all other cash or cash
equivalents, except for any Change Funds that will remain at the Purchased Locations as stated
herein, (c) all sales Tax, utility and other deposits (other than deposits under the Leases), (d) any
money due to Sellers with respect to any retirement or 401(k) program and all other rights related
to Sellers' employee benefit plans, (e) stock or other equity rights or interests in any company,
other than the shares of capital stock or other equity interest of Elephant & Castle (Chicago)
Corporation, as a Seller hereunder, in E&C San Francisco, LLC and its 1/3 equity interest in BC
Restaurants, LLC, which operates the Elephant & Castle Restaurant in San Francisco, (f)
insurance policies or cash value of any insurance policy, (g) any monies or refunds due from
vendors, (h) any monies due Sellers under any co-op arrangement with vendors, (i) any monies

"due with respect to coupons, (j) any claims or causes of action, including, but not limited to, any
and all claims and causes of action arising under sections 544, 545, 547, 548, 549, and 553(b) of
the Bankruptcy Code or under comparable state law provisions, (k) the Rejected Leases, and the
Contracts other than the Assigned Contracts, (1) all minute books, stock ledgers, corporate seals

(00998728 / 1} -9.



Case 11-16155 Doc 208-1 Filed 11/18/11 Entered 11/18/11 18:20:04 Desc Exhibit

A Page 10 of 41

and stock certificates of the Sellers, and other books and records relating to the organization and
existence of the Sellers as legal entities that the Sellers are required by law to retain or that the
Sellers determine are reasonably necessary to retain, including tax returns, financial statements
and corporate or other entity filings, but excluding documents that are Acquired Assets;
provided, that the Sellers shall provide the Purchaser reasonable access, upon the Purchaser's
reasonable request and at the Purchaser's sole cost and expense, to any books and records
described in this sub-clause, and (m) all rights of the Sellers under this Agreement and all
deposits, retainers or on account cash paid to the Sellers’ professionals and advisers.

2.4 Excluded Liabilities; Assumed Obligations.

(a) Excluded Liabilities. Except as specified in Section 2.4(b), Purchaser
shall not assume any liabilities or obligations of Sellers (the “Excluded Liabilities”),
including, but not limited to, general liabilities, accounts or notes payable, trade payables,
environmental and employment-related liabilities and obligations, and any obligation or
liability arising out of any breach, violation or default of or by Sellers, whether known or
unknown, disputed or undisputed, contingent or non-contingent, liquidated or
unliquidated or otherwise. Purchaser shall further not assume any liability, duty,
responsibility, obligation, assessment, cost, expense, expenditure, charge, fee, penalty,
fine, contribution, premium, or obligation of any kind of Sellers or as a successor of
Sellers (whether known or unknown, asserted or unasserted, absolute or contingent,
accrued or unaccrued, liquidated or unliquidated, or due or to become due, and regardless
of when sustained, incurred, asserted or when the relevant events occurred or
circumstances existed) in connection with any benefit plan of Sellers, whether maintained
in the United States or outside of the United States as bonus, incentive, compensation,
deferred compensation, equity-based compensation, severance, termination, change of
control, pension, savings, profit sharing, retirement, health, dental, disability, hospital or
life insurance, loan, vacation, tuition reimbursement, relocation, accidental death and
dismemberment, or any other employee benefit plan, policy, program, arrangement or
agreement (whether provided on a funded or unfunded basis, or through insurance or
otherwise) under which Sellers' employees or former employees (or any beneficiary of
either) have any current or future rights to benefits (collectively, the “Benefit Plans”).
Purchaser shall not be an adopting or otherwise a successor employer on any such
Benefit Plans, nor shall Purchaser have liability for any premiums, contributions,
matches, or other payments of any kind thereunder, along with any liabilities or
obligations of Sellers accruing, arising out of or related to the employment by Sellers of
any current or past employees of Sellers prior to the Closing Date, including, without
limitation, any obligation or liability for (i) accrued but unpaid wages, salary, incentive or
bonus compensation, vacation benefits and pay, or other compensation, (ii) claims and
benefits under any Benefit Plans, and (iii) employee termination obligations.

(b) Assumed Obligations. Sellers will assign to Purchaser, and Purchaser
will assume on the Closing Date, the following (collectively, the “Assumed

QObligations™):

(D) the executory obligations and liabilities of Sellers arising out of
or relating to the terms of the Assigned Leases and the Assigned Contracts, as well as the Cure
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Obligations assumed and payable by Purchaser under Sections 8.2(a) through 8.2(d) with
respect thereto, and

(i)  Sellers' Customer Credit Obligations.
ARTICLE 3
PURCHASE PRICE; ALLOCATION

3.1  Deposit. In connection with the execution and delivery of this Agreement,
Purchaser has tendered a deposit in the amount of $1,000,000.00 (the “Depaosit”), which has been
delivered to Rothgerber Johnson & Lyons LLP (Purchaser's counsel in Denver, Colorado) to be
held in its trust account, The Deposit shall be paid to Sellers at Closing, or in the event of
termination of this Agreement, disbursed in accordance with Section 12.2(b). All amounts and
references to consideration or payments stated in this Agreement shall mean and refer to United
States Dollars. In the event that the specific Purchaser named under this Agreement becomes the
successful bidder at the auction to be undertaken as part of the Sale Approval Motion, then
within one (1) business day after becoming such successful bidder, Purchaser shall cause
Rothgerber Johnson & Lyons LLP to deliver by wire transfer of funds the entire Deposit to the
Escrow Agent, to be held and disbursed pursuant to the terms of this Agreement. Prior to
transfer of the Deposit, Sellers, Purchaser and Escrow Agent shall enter into an mutually
agreeable Escrow Agreement, the form of which will be negotiated in good faith by the Parties
on or before November 29, 2010 and then become attached to this Agreement as Exhibit D,

3.2 Purchase Price and Payment.

(a) Purchase Price. The “Purchase Price” to be paid at Closing by
Purchaser shall consist of Twenty Two Million Seven Hundred Fifty Thousand Dollars
(3$22,750,000.00) (the “Cash Purchase Price”), less the following:

(i) Sellers' Cure Contribution as determined in accordance with

Section 8.2(a);

(i)  the Customer Credit Obligations as determined in accordance
with Sections 7.12; and

(iii)  the estimated Tax Obligations as determined in accordance with
Section 8.3(d).

(b) Payments at Closing. On the Closing Date:

@@ Purchaser and Sellers shall jointly instruct Escrow Agent in
writing to disburse and pay the Deposit of $1,000,000 to Sellers.

(i)  Purchaser shall pay by wire transfer to an account designated by
Sellers the balance of the Cash Purchase Price (net of the Deposit), less the amounts for any
Sellers' Cure Contribution, Customer Credit Obligations and the Tax Obligations.
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(iii)  Purchaser shall pay directly to the Escrow Agent at Closing the
amount of Sellers’ Tax Obligations that were estimated as of the Closing Date, to be held by
Escrow Agent and disbursed to pay Sellers’ Taxes to the applicable taxing authorities in
accordance with and by the time designated in Section 8.3(d).

(iv)  Purchaser shall pay to the Lessors of the Assigned Leases and to
the third parties to the Assigned Contracts the Sellers' Cure Obligations amounts.

33  Allocation of the Purchase Price. On or before November 29, 2011, the Parties
shall negotiate in good faith and mutually agree on an allocation of the Purchase Price (and all
other capitalizable costs) among the Acquired Assets for all purposes (including financial
accounting and Tax purposes), which allocation will then become attached to this Agreement as
Exhibit E. Such allocation shall be used by the parties in completing Internal Revenue Service
Form 8594 and in satisfying any and all other reporting requirements of the Internal Revenue
Service and the Canada Revenue Agency.

3.4  Prorations. Liability for real and personal property, ad valorem and other Taxes,
utility charges and deposits, rents, prepaid expenses, security services and any and all other
expenses relating to the Acquired Assets and which are not treated elsewhere herein, will be
allocated and prorated between Purchaser and Sellers through the Closing Date to reflect the
principle that Sellers shall be responsible for all expenses arising prior to the Closing Date, and
Purchaser shall be responsible for all expenses arising on or after the Closing Date. To the extent
that any of the items listed below in this Section 3.4 are paid by Sellers prior to the Closing or
are payable by Purchaser or Sellers after the Closing Date, such items shall be apportioned as of
the Closing Date, such that Sellers shall be liable for (and shall reimburse Purchaser to the extent
that Purchaser shall pay) that portion of any such item relating or attributable to periods prior to
the Closing Date (except to the extent that such item is an Assumed Obligation), and Purchaser
shall be liable for (and shall reimburse Sellers to the extent Sellers shall have paid) that portion
of any such item relating or attributable to periods on or after the Closing Date. Such prorated
items shall include: (i) personal property, real estate, retail sales, occupancy and water Taxes, if
any, on or with respect to the Business, the Acquired Assets and/or Assumed Obligations
notwithstanding the date of the assessment of such Taxes; (ii) Taxes, rent and other items paid or
payable under any Assigned Lease or Assigned Contract, except as provided otherwise herein;
(iii) the amount of sewer rents and charges for water, telephone, electricity and other utilities and
fuel; (iv) insurance premiums of any policies acquired by Purchaser at Closing; and (v) any and
all other expenses customarily subject to proration in connection with the sale and purchase of
assets. Sellers and Purchaser agree to furnish each other with such documents and other records
as each party reasonably requests in order to confirm all adjustment and proration calculations
made pursuant to this Section 3.4. The pro-ration and adjustment process provided in this
Section 3.4 shall also include an adjustment for security and other deposits heretofore paid by
Sellers to third parties.

(a) If any amounts to be prorated have not been finally determined on the
Closing Date, an estimate of such amounts mutually acceptable to Sellers and Purchaser
shall be made for settlement purpose at Closing on the basis of the most recent third party
verifiable information, or if such information is not available then upon Sellers’ records,
and the amount finally determined will be prorated as of the Closing Date, and
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appropriate settlement made as soon as practicable after such final determination. Ifasa
result of any such settlement in accordance with the preceding sentence, either party is
owed an amount from the other party, then the appropriate party shall make
reimbursement for such amounts. Sellers shall provide Purchaser with a proposed
schedule of prorations at least five (5) business days prior to the Closing, upon delivery
of which Purchaser shall provide comments to Sellers, and the Parties shall work together
to finalize such prorations by Closing,.

ARTICLE 4

CLOSING AND BANKRUPTCY COURT APPROVAL

4.1  Closing. The closing of the transaction contemplated hereby will take place on
the second business day following the later of (a) entry of the Sale Approval Order and the entry
of the Recognition Order, which is not stayed pending an appeal (the “Closing” or “Closing
Date™), or (b) satisfaction of all of the conditions set forth in this Agreement, including without
limitation those conditions set forth in Article 9 and Article 10, but in no event later than January
6, 2012. The Closing will take place at a location to be mutually agreed upon by Purchaser and
Sellers.

4.2  Court Approval Required. Sellers and Purchaser acknowledge and agree that
the Bankruptcy Court’s entry of the Sale Approval Order, and the entry of a Recognition Order
by a Canadian court, is required in order for Sellers and Purchaser to consummate the
transactions contemplated hereby and that the requirement that the Sale Approval Order and
Recognition Order be entered is a condition that cannot be waived by either party.

ARTICLE §

DELIVERIES AT CLOSING

5.1 Deliveries by Sellers. At the Closing, Sellers shall deliver or cause to be
delivered to Purchaser the following (each in form and substance reasonably satisfactory to
Purchaser):

(a) Instruments of Assignment. Duly executed bills of sale, assignments
(including without limitation franchise agreements and other Contracts), general
trademark assignments, trademark license agreement assignments, name changes or
withdrawals, lease assignments, or certificates of title, dated the Closing Date,
transferring to Purchaser all right, title and interest in and to the Acquired Assets free and
clear of all Liens.

(b) Interim Management Agreement. If required by Purchaser, a duly
executed interim management agreement, the form of which will be negotiated in good
faith by the Parties on or before November 29, 2010 and then become attached to this
Agreement as Exhibit C.

(¢) Canadian Tax Election. Sellers that are organized under the laws of
jurisdictions in Canada shall execute, jointly with Purchaser, an election in the prescribed

{00998728 / 1} -13-



Case 11-16155 Doc 208-1 Filed 11/18/11 Entered 11/18/11 18:20:04 Desc Exhibit /}L{
A Page 14 of 41

form and containing the prescribed information as specified in and to have subsection
167(1.1) of Part IX of the Excise Tax Act (Canada), as amended from time to time (the
“ETA”) apply to the sale and purchase of the Acquired Assets acquired from the
Canadian organized Sellers hereunder so that no tax is payable in respect of such sale and
purchase under Part IX of the ETA. The Purchaser will file such election with the
Minister of National Revenue within the time prescribed by the ETA.

(d) Corporate Resignations. Resignations of managers of E&C San
Francisco, LLC, and to the extent any managers of BC Restaurants, LLC exist that are
representatives of Sellers or their owners, then resignations of such managers and
replacement by representatives of Purchaser.

(e) Delivery of Data. All current and historical Data of the Business,
whether generated from and stored on the point-of-sale system or otherwise, shall be
transferred to a storage device designated by Purchaser.

(H) Court Order. A court order reasonably satisfactory to Purchaser
authorizing and approving Purchaser to assume the Assigned Leases and Assigned
Contracts. Such Assigned Leases and Assigned Contracts will be assumed by and
assigned to Purchaser pursuant to the Sale Approval Order under §§ 363 and 365 of the
Bankruptcy Code, along with a Canadian court Recognition Order recognizing and
approving the United States Sale Approval Order and the terms of this transaction.

(g) Sale Approval Order; Recognition Order. A certified copy of the Sale
Approval Order and the Recognition Order.

(h) Other. Such other instruments or documents as Purchaser may
reasonably request to fully effect the transfer of the Acquired Assets and to confer upon
Purchaser the benefits contemplated by this Agreement.

5.2 Deliveries by Purchaser. At the Closing, Purchaser shall deliver or cause to be
delivered to Sellers, the following:

(a) Payments. The payments to be paid on the Closing Date pursuant to
Section 3.2(b).

(b) Escrow Agreement Disbursement Instructions. Instructions to the
Escrow Agent to disburse the Deposit to Sellers.

(c) Instruments of Assumption. A duly executed assumption of liabilities
in form and substance reasonably satisfactory to Sellers, whereby Purchaser will assume
and agree to pay, perform and discharge the Assumed Obligations.

(d) Other. Such other instruments or documents as Sellers may
reasonably request to fully effect the transfer of the Acquired Assets and assumption of
the Assumed Obligations and to otherwise consummate the transactions contemplated by
this Agreement.
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ARTICLE 6

REPRESENTATIONS AND WARRANTIES OF PURCHASER

Purchaser hereby represents and warrants to Sellers as follows:

6.1  Organization, Good Standing and Power. Purchaser is an entity duly
organized, validly existing and in good standing under the laws of the Province of Alberta.
Purchaser has all requisite limited liability company or corporate power and authority to own,
use and operate its properties and to carry on its business as now being conducted.

6.2  Authority Relative to this Agreement; Execution and Binding Effect. The
execution, delivery and performance of this Agreement by Purchaser and the consummation of

the transactions contemplated hereby have been duly authorized by all requisite limited liability
company or corporate authority of Purchaser and, subject to and conditioned upon the entry of
the Sale Approval Order and the Recognition Order, no other act or proceeding on the part of
Purchaser is necessary to approve the execution and delivery of this Agreement, the performance
by Purchaser of its obligations hereunder or the consummation of the transactions contemplated
hereby. This Agreement has been duly and validly executed and delivered by Purchaser and
constitutes a legal, valid and binding obligation of Purchaser, enforceable in accordance with its
terms.

6.3 No Breach. The execution, delivery and performance by Purchaser of this
Agreement and the consummation of the transactions contemplated hereby will not: (i) with or
without the giving of notice or the lapse of time, or both, conflict with, or result in the breach of
or constitute a default under, or result in the modification, cancellation, lapse or termination of,
or limitation, or curtailment under, or violate any (x) provision of law, or (y) any agreement,
contract, lease, power of attorney, commitment, instrument, insurance policy, arrangement,
undertaking, order, decree, ruling or injunction to which Purchaser is subject or a party or by
which it is bound (or with respect to which its properties or assets are subject or bound); or (ii)
violate the charter documents of Purchaser.

6.4  Governmental and Other Consents. Except for the Liquor Licenses, Sale
Approval Order, Recognition Order and for Bankruptcy Court approval of the pre-sale terms
hereof, no consent, notice, authorization or approval of; or exemption by, any governmental or
public body or authority or by any other Person, whether pursuant to contract or otherwise, is
required to be obtained by Purchaser in connection with the execution, delivery and performance
of this Agreement or any of the instruments or agreements herein referred to or the taking of any
action herein or therein contemplated.

6.5  Financial Ability; Adequate Assurances. Purchaser has cash available or has
existing borrowing facilities or unconditional, binding funding commitments that are sufficient to
enable it to consummate the transactions contemplated by this Agreement and to provide
adequate assurance of future performance for the Assigned Leases and Assigned Contracts.

6.6 No Brokers. Purchaser has not taken any action that would cause Sellers or
Purchaser to have any obligation or liability to any person for finders’ fees, brokerage fees,
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agents’ commissions or like payments in connection with the execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby.

ARTICLE 7

REPRESENTATIONS AND WARRANTIES OF SELLERS

Sellers hereby jointly and severally represent and warrant to Purchaser as follows:

7.1  Organization, Good Standing, Power and Qualification. Each Seller is an
entity duly organized, validly existing and, except as set forth on Schedule 7.1, in good standing
under the laws of the jurisdiction of its incorporation or organization, and is qualified to do
business in each jurisdiction where required to do so, except where the failure to so qualify
would not have a Material Adverse Effect. Each Seller has all requisite power and authority to
own, use and operate its properties and assets (including the Acquired Assets) and to carry on its
business as now being conducted. Each Seller is qualified, authorized, registered or licensed to
do business as a foreign corporation in all jurisdictions in which the nature of its activities and of
its properties make such qualification necessary, except where such qualification would not have
a Material Adverse Effect. Schedule 7.1 sets forth each Seller, the jurisdiction of its organization
and each foreign jurisdiction in which it is duly authorized to conduct business. Except as set
forth in Schedule 7.1, none of the Sellers directly or indirectly control or have any equity
participation or similar interest in any entity.

7.2 Authority. Subject to entry of the Sale Approval Order by the Bankruptcy Court
and the Recognition Order by a Canadian court, each Seller has all requisite corporate right,
power and authority to execute, deliver and perform this Agreement and each instrument of
conveyance and other document to be executed and delivered by such Seller pursuant to the
requirements of this Agreement (all such instruments and documents, the “Seller Ancillary
Documents™). The execution, delivery and performance of this Agreement and each Seller
Ancillary Document by each Seller has been duly and validly authorized and approved by all
necessary action, subject to the approval of the Bankruptcy Court. Subject to the approval of the
Bankruptcy Court, this Agreement has been duly and validly executed and delivered, and at the
Closing each Seller Ancillary Document will be duly and validly executed and delivered, by
each Seller, and (a) this Agreement constitutes the legal, valid and binding obligation of each
Seller, enforceable against each Seller in accordance with its terms, and (b) each such Seller
Ancillary Document shall constitute the legal, valid and binding obligation of each Seller,
enforceable against each Seller in accordance with its terms. Sellers owning and selling Canadian
assets that comprise Acquired Assets are registered for GST/HST purposes and will make their
business numbers related thereto available to Purchaser as needed.

73~ No Conflict or Violations. The execution, delivery and performance of this
Agreement and the Seller Ancillary Documents and the consummation by Sellers of the
transactions contemplated hereby or thereby do not and will not:

(a) conflict with or constitute a violation of the certificate of incorporation,
by-laws or resolutions of Sellers, or of the certificate of organization and operating
agreement of Sellers, as applicable;
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b) to the Knowledge of each Seller, conflict with or constitute a violation of
(with or without the giving of notice or the lapse of time or both) any provision of any
law, judgment, order, decree, rule or regulation of any legislative body, court,
governmental or regulatory authority or arbitrator which is applicable to or relates to such
Seller; or

(c)  result in the creation of any Lien upon any of the Acquired Assets.

7.4 Consents; Notices. Except as otherwise stated herein, to the Knowledge of
Sellers, subject to Bankruptcy Court approval, and except filings with the Federal Trade
Commission and the Department of Justice, if any, no material consent, approval, or
authorization of, or designation, declaration or filing with, or notice to, any legislative body,
court, governmental or regulatory authority or arbitrator under any prov ision of any law,
judgment, order, decree, rule or regulation is required on the part of Sellers in connection with
the execution, delivery and performance of this Agreement or any other agreement or document
contemplated hereby or with the consummation of the transactions contemplated hereby and

thereby.

7.5  Title. Sellers have good and marketable title to all of the Acquired Assets,
tangible and intangible, subject only to the purported liens of record specified in the schedules to
the Bankruptcy Petitions. Upon Sellers’ delivery of applicable assignment documents to
Purchaser at the Closing, Purchaser will have good and marketable title to the Acquired Assets,
tangible and intangible, free and clear of all liabilities, encumbrances and security interests
whatsoever, except the Assumed Obligations, to the extent provided in the Sale Approval Order.
There are no Liens relating to the Acquired Assets other than those specified and listed in the
schedules to the Bankruptcy Petitions. The Acquired Assets comprise all of the assets owned or
licensed by Sellers that are used in connection with the Business, and include without limitation
the point-of-sale system and equipment at each Location, any licenses to operate the point-of-
sale system, and all current and historical Data from the point-of-sale system regarding the
Business.

7.6 Assigned Contracts. The Assigned Contracts are in full force and effect. The
copies of the Contracts to be delivered to Purchaser in accordance with Section 8.3(h) comprise a
complete set of all Contracts to which Sellers are a party relating to the Business and the
Locations. Except for Sellers’ failure to pay amounts owing thereunder or as otherwise disclosed
by or on behalf of Sellers in writing when such Contracts are delivered in accordance with
Section 8.3(h), neither any Seller nor, to Sellers” Knowledge, any other party is in default under
any Assigned Contract, and no event has occurred or condition exists which, with the giving of
notice, the passage of time, or both, would constitute a default by a Seller or the other party
thereunder. Subject to Bankruptcy Court approval, Sellers have the right to transfer and assign
the Assigned Contracts to Purchaser without the consent or approval of the other party thereto or
any third party and, upon the assignment of the Assigned Contracts to Purchaser and Purchaser’s
assumption thereof, Purchaser will be substituted for Seller thereunder and Purchaser will have
the same rights and obligations thereunder that Seller had prior to the Closing. Upon payment of
the Cure Obligations, (i) all Assigned Contracts will be in full force and effect, (ii) except for
breaches and defaults of the type referred to in Section 365(b)(2) of the Bankruptcy Code, Sellers
are not, and to the Knowledge of each Seller none of the other parties to the Assigned Contracts
are, in material default under, and no event has occurred which, with the passage of time or
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giving of notice or both, would result in any Seller, or to the Knowledge of each Seller, any of
the other parties to the Assigned Contracts, being in material default under any of the terms of
the Assigned Contracts, and (iii) and none of the other parties to the Assigned Contracts has
sought relief from the automatic stay to terminate or otherwise affect the Assigned Contracts.

7.7  Assigned Leases. Other than payments of rent and other payments owed in
connection with the Leases, except as set forth on Schedule 7.7, Seller has no Knowledge of any
breaches or defaults under the Leases by Sellers (as tenants) or by any Lessor. Upon payment of
any applicable Cure Obligations, all Liens against any leasehold interests will be discharged on
or prior to the Closing Date. Seller has no Knowledge of any latent defects with respect to the
real property on which the Business is operated at the Purchased Locations. There are no verbal
or oral contracts, amendments or other agreements relating to the Assigned Leases. As of and
after the date the Bankruptcy Petitions were filed, Sellers are current on paying all Post-Petition
Administrative Rent under the Leases, and Seller shall remain current on all such payments up to
the Closing Date.

7.8  Franchise Agreements. With respect to the Franchised Locations listed on
Schedule 1.1, the franchise agreements for such Franchised Locations are in full force and effect,
the Sellers have no Knowledge of any breach or alleged breach of the franchise agreement or any
other agreement with the franchisee of such Franchised Locations, and the franchisee is current
on payment of all royalties and other payments due to Sellers (as franchisor) under such
franchise agreements, except as follows: the franchisee at the Grove City, PA Franchised
Location is not current with payment of royalties due to Seller and the Sellers and such
franchisee are in the process of negotiating an amendment to such franchise agreement. Sellers'
have no Knowledge of any violations of any laws, rules or regulations by the franchisees nor that
there has been any alleged or actual breach or default under the lease for the Franchised
Locations by either the franchisees or their landlords. As of the Closing, the estoppel certificates
that have been provided by the franchisees of the Franchised Locations contain true and accurate
information, Sellers know of no inaccurate statements made therein, nor do they omit to state a
material fact that would have an impact on Purchaser’s decision to purchase the Franchised
Locations. Sellers have complied with all franchise legislation including without limitation all
disclosure requirements of the franchise legislation.

7.9  Equity Interests. All use of Seller’s Intellectual Property rights by E&C San
Francisco, LLC and BC Restaurants, LLC, have been licensed to them under written agreements
that will be delivered to Purchaser under Section 8.3(i), and no other verbal or side agreements
exist regarding any license or transfer of any of Sellet's Intellection Property rights to BC
Restaurants, LLC.

7.10 Purchased Intellectual Property. Schedule 7.10 lists the primary items of
Intellectual Property owned by any Seller and used in connection with the Business, including
both common law property rights and those property rights for which any Seller has received or
applied for a registration, including, without limitation, any patent, patent application, copyright
registration or application therefor, and trademark, trade name, service mark, domain name
registration or application therefor ("Intellectual Property Schedule"). No person or entity which
is not a party to this Agreement owns any interest in or has any right to use any of the Intellectual
Property, other than rights licensed to E&C San Francisco, LLC and BC Restaurants, LLC in
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connection with operating the Location in San Francisco and rights licensed to franchisees under
franchise agreements for the Franchised Locations. No claims nor to the Knowledge of any
Seller, threat of claims have been asserted by any third party against any Seller related to the use
of any Intellectual Property, and to each Seller's Knowledge the use of the Intellectual Property
does not infringe, misappropriate, violate or dilute any intellectual property rights of any person
or entity. No Seller has granted any licenses or other rights to any of the Intellectual Property,
and is under no obligation, contingent or otherwise to do so now or in the future, other than
rights licensed to E&C San Francisco, LLC and BC Restaurants, LLC in connection with
operating the Location in San Francisco and rights licensed to franchisees under franchise
agreements for the Franchised Locations. To Sellers' Knowledge no person or entity has
misappropriated or is engaging in any activity that infringes on the Intellectual Property.

7.11 Financial Statements. The financial statements and information provided to
Purchaser as part of Purchaser's due diligence process are true, correct, and complete in all
material respects and accurately reflect the sales of the Business through the point of sale system
during the periods reported therein. The Revenues of the Business and of the respective
Locations comprising the Business that are generated through the point of sale system are
consistent with the actual Revenues that are generated and received at the various Locations.

7.12 Customer Credit Obligations. Schedule 7.12 contains a summary of the
Customer Credit Obligations under which any Seller has any liability, together with the amount
of such liability as of November 1, 2011, which Sellers believe materially overstates the amount
that will ultimately be redeemed in the ordinary course of the Business.

7.13 Employee Plans. The documents and items listed on Schedule 7.13 are every
Benefit Plan as defined in Section 2.4(a) of this Agreement that Sellers currently have in place or
have had in place. Except as set forth on Schedule 7.13, no Benefit Plan is a multiemployer plan
within the meaning of ERISA Section 4001 (a)(3), a single employer plan subject to ERISA Title
IV, or an employee benefit plan that is maintained by more than one employer within the
meaning of Section 413(c) of the Internal Revenue Code of 1986, as amended.

7.14 Employees. To Sellers’ knowledge, there are no complaints, claims or charges
outstanding, or anticipated, nor are there any orders, decisions, directions or convictions
currently registered or outstanding by any tribunal or agency against or in respect of the Sellers
under or in respect of any employment legislation. Schedule 7.14 lists all employees who are in
receipt of benefits under any U.S. or Canadian Workers' Compensation legislation. The Sellers
are in compliance with all employment legislation and, without limiting the generality of the
foregoing; (i) there are no appeals pending before a workers' compensation tribunal involving the
Sellers; (ii) all levies, assessments and penalties made against the Sellers pursuant to any
Canadian or US workers' compensation legislation have been paid by the Sellers; (iii) there has
been no change in the rating assessment applicable to the Sellers under any Canadian or US
workers' compensation legislation during the past five years, except as described in Schedule
7.14; and (iv) the Sellers’ are not aware of any audit currently being performed pursuant to any
Canadian or US workers' compensation legislation in respect of the Sellers.

7.15 Disclosure. (a) No representation or warranty or other statement made by any
Seller in this Agreement, schedules hereto, the certificates delivered pursuant to this Agreement
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or otherwise in connection with the transactions contemplated by this Agreement, contains any
untrue statement or omits to state a material fact necessary to make any of them, in light of the
circumstances in which it was made, not misleading; and (b) no Seller has Knowledge of any
fact that has specific application to a Seller (other than general economic or industry conditions)
and that may cause a Material Adverse Effect on the Acquired Assets, Business, prospects,
financial condition or results of operations of any Seller that has not been set forth in this
Agreement or the schedules.

7.16  Compliance With Laws; Income Tax Act (Canada). Sellers have received no
notice of any violation of any law, municipal ordinance or other governmental requirement
affecting the Business or Purchased Locations, and except as set forth on Schedule 7.16, Seller
has no Knowledge or reason to believe that any authority contemplates issuing same, or that any
violation exists. The Sellers that are selling Canadian assets as part of the Acquired Assets are
not non-residents of Canada for purposes of the Income Tax Act (Canada), as amended from
time to time.

7.17 Conduct of Business. Sellers will conduct and have conducted the Business
between the Effective Date of this Agreement and Closing Date in the usual and ordinary course
of business, other than for certain payments delayed or not made to vendors and suppliers, and
during the same period, Sellers have conducted the Business and Purchased Location operations
in accordance with all applicable local, state and federal ordinances, laws, rules and regulations.

7.18  Pending and Threatened Litigation. No litigation is pending, nor to the
Knowledge of a Seller is any litigation threatened, against any Seller or any of the Acquired
Assets, other than as set forth on Schedule 7.18. Sellers will immediately notify Purchaser in the
event that any Seller receives notice of the pendency of any such action, or the assertion or
existence of any such threat, and will promptly update Purchaser with any material information
obtained concerning any matters disclosed on Schedule 7.18.

7.19  Taxes. Other than the Taxes that will be addressed in connection with the Tax
Obligations and payment of Taxes pursuant to Section 8.3(d) below, Sellers have paid all Taxes
due and payable by Sellers in connection with owning the Acquired Assets and conducting the
Business operations. There are no actions, suits proceedings, investigations or claims pending or,
to the knowledge of Sellers, threatened against Sellers in respect of Taxes, governmental charges
or assessments, nor are any matters under discussion with any governmental authority with
respect to Taxes, governmental charges or assessments asserted by any such authority.

7.20  Brokerage Obligations. Except for the retention of BellMark Partners, LLC as
investment banker, Sellers have not incurred liability to any broker or agent with respect to the
payment of any commission regarding the consummation of the transaction contemplated
hereby. Sellers shall be solely responsible for all commissions and costs payable to BellMark
Partners, LLC or otherwise.

721 No Environmental Claims or Hazardous Substances. No governmental entity
has served upon Sellers (nor have Sellers received from Lessors for the Locations or have
Knowledge of) any notice claiming any violation of any Environmental Law or relating to any
Hazardous Substance or noting the need for any repair, remedy, remediation, construction,
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alteration or installation of any Locations with respect to any thereto, or noting that Hazardous
Substances from a nearby property have migrated or are migrating toward or under the real
property on which the Locations exist. There are no Hazardous Substances on or in the
Purchased Locations in violation of any Environmental Laws, and Sellers have no Knowledge of
any Hazardous Substances on or in any of the Franchised Locations in violation of any
Environmental Laws, whether contained in barrels, tanks, equipment (moveable or fixed) or
other containers; deposited or located in land, waters, sumps or on any other part of the Property;
incorporated into any structure on the Property; or otherwise existing thereon. The business
operations conducted at the Purchased Locations are not in violation of any Environmental Law.

“Hazardous Substance” means (i) any “hazardous substance” as defined in §101(14) of the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended
from time to time (42 U.S.C. §§ 9601 et seq.) (“CERCLA”) or any regulations promulgated
thereunder, or the Occupational Safety and Health Act of 1970, as amended from time to time (29
U.S.C. § 651 et seq.), or any regulations promulgated thereunder; (ii) petroleum and petroleum by-
products; or (iii) any additional substances or materials that have been or are currently classified or
considered to be pollutants, hazardous or toxic under Environmental Requirements.

“Environmental Requirements” means all laws, statutes, rules, regulations, ordinances, guidance
documents, judgments, decrees, orders, agreements and other restrictions and requirements
(whether now or hereafter in effect) of any governmental authority, including, without limitation,
federal, state, provincial and local authorities, relating to the regulation or protection of human
health and safety, natural resources, conservation, the environment, or the storage, treatment,
disposal, transportation, handling or other management of industrial or solid waste, pollutants or
Hazardous Substances, including without limitation: CERCLA (as defined below); the Resource
Conservation and Recovery Act, as amended, 42 U.S.C. §6901 et seq.; the Federal Water Pollution
Control Act, as amended, 33 U.S.C. §1251 et seq.; the Toxic Substances Control Act, 15 U.S.C.
§2601 et seq.; the Clean Air Act, 42 U.S.C. §7401 et seq.; the Safe Drinking Water Act, 42 U.S.C.
300f et seq.; the Pollution Prevention Act of 1990, 42 U.S.C. §13101 et seq.; and their state and
local counterparts and equivalents.

722  “ASIS” Transaction. PURCHASER HEREBY ACKNOWLEDGES AND
AGREES THAT, EXCEPT AS OTHERWISE EXPRESSLY PROVIDED IN THIS ARTICLE 7
OR ELSEWHERE IN THIS AGREEMENT, SELLERS HEREBY DISCLAIM ANY
WARRANTY, EXPRESS OR IMPLIED, OF MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE AS TO ANY PORTION OF THE ACQUIRED ASSETS, AND
SUCH ACQUIRED ASSETS AND ASSUMED OBLIGATIONS ARE ASSIGNED “AS IS.”
PURCHASER FURTHER ACKNOWLEDGES THAT PURCHASER HAS CONDUCTED AN
INDEPENDENT INSPECTION AND INVESTIGATION OF THE PHYSICAL CONDITION
OF THE ACQUIRED ASSETS AS PURCHASER DEEMED NECESSARY OR
APPROPRIATE AND THAT IN PROCEEDING WITH ITS ACQUISITION OF THE
ACQUIRED ASSETS, EXCEPT FOR ANY REPRESENTATIONS AND WARRANTIES
EXPRESSLY SET FORTH IN ARTICLE 7 OR ELSEWHERE IN THIS AGREEMENT,
PURCHASER IS DOING SO BASED SOLELY UPON SUCH INDEPENDENT
INSPECTIONS AND INVESTIGATIONS.
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ARTICLE 8

CERTAIN COVENANTS AND AGREEMENTS

8.1 Restaurant Inventories and Change Funds. At the close of business on the
Closing Date, Sellers will ensure that each Purchased Location has a minimum of four (4) days
worth of Consumable Inventories to permit normal operations in each Purchased Location on
and after the Closing. Sellers will also ensure that, at the close of business on the Closing Date,
each Purchased Location will have a Change Fund on hand that is sufficient to allow normal
operations on and after the Closing, in an amount that will be no less than Four Hundred Dollars
($400.00) per Purchased Location.

8.2  Leases and Contracts.

(a) Negotiations with Lessors. Purchaser and Sellers” designated
representatives (which are currently Dan O’Brien of Hilco Real Estate, LLC, and Gary
Heller of Terra Nova) shall cooperate and work together to conduct negotiations directly
with all Lessors with respect to the terms of assignment and assumption of the Leases for
all Purchased Locations, or the terms applicable for new leases by Purchaser or its
affiliates, on terms reasonably satisfactory to Purchaser (each such agreement, a
“purchaser-Lessor Agreement”). Purchaser and Purchaser’s desi gnated representatives
shall not have the authority and shall not be entitled to contact Lessors directly without
the involvement of Seller or Seller's representatives after the Effective Date of this
Agreement, but shall have the right to contact Lessors and have discussion with Lessors
so long as a designated representative of Seller is involved in such discussion, it being
acknowledged by Seller that Seller will make a designated representative of Seller
available to participate in calls with Lessors upon request by Purchaser. Sellers’
designated representatives shall be entitled to contact Lessors directly and shall promptly
inform Purchaser of the details of any such contact. Purchaser shall assume the
obligations under Seller’s agreement with Hilco Real Estate, LLC at Closing and shall be
responsible for paying Hilco Real Estate, LLC for work performed by Hilco pursuant to
such agreement.

(i) Sellers® shall assume and assign to Purchaser at Closing all of the
Leases for all Purchased Locations other than the Rejected Leases (the “Assigned Leases”).

(i)  Purchaser shall have the right to direct Sellers to file a motion to
reject any or all of the Leases as indicated in writing by Purchaser to Sellers on or before 5:00
p.m. Eastern time on the date that is two (2) business days prior to the Closing Date (the

3

Rejected Leases”); provided, however, that a Lease designated to be a Rejected Lease by such

date and time may thereafier be deemed to be an Assi gned Lease with the written consent of
both Sellers and Purchaser.

(b) Assigned Contracts. Purchaser shall have the right (without exclusion
of the right of any other person or entity) to conduct negotiations with all parties to the
Contracts who are not Sellers so long as a designated representative of Sellers is involved
in such negotiations and conversations (it being acknowledged by Seller that Seller will
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make a designated representative of Seller available to participate in such calls upon
request by Purchaser), with respect to the terms of assignment and assumption of the
Contracts that will be applicable to Purchaser as of Closing, or the terms applicable for
new contracts by Purchaser or its affiliates, on terms reasonably satisfactory to Purchaser
(each such agreement, a “Purchaser-Vendor Agreement”).

@) Assigned Contracts. Purchaser shall have the right to direct
Sellers to assume and assign to Purchaser at Closing certain of the Contracts (which may
include, without limitation, the franchise agreements for the Franchised Locations) as indicated
in writing by Purchaser to Sellers on or before 5:00 p.m. Eastern time on the date that is two
(2) business days prior to the Closing Date, which shall comprise the Assigned Contracts;
provided, however, that a Contract designated to be accepted by such date and time thereafter
may be deemed to be a Rejected Contract with the written consent of both Sellers and
Purchaser.

(1)  Rejected Contracts. For any Contract that Purchaser does not
give written notice of acceptance with respect thereto under Section 8.2(b)(i) on or before such
time and date set forth therein, Seller shall file a motion to reject such Contracts, such that they
are not assigned to or assumed by Purchaser at Closing (“Rejected Contracts™), provided,
however, that a Contract designated to be rejected may be deemed to be an Assigned Contract
at Closing with the written consent of both Sellers and Purchaser.

(a) Seller's Cure Contribution. Prior to Closing, Purchaser and Sellers shall
agree on the total amount of the Cure Obligations after taking into account the Purchaser-
Lessor Agreements and the Purchaser-Vendor Agreements applicable thereto. “Sellers’
Cure Contribution” means the total Cure Obligations so agreed with respect to the
Assigned Leases as well as the total Cure Obligations so agreed with respect to the
Assigned Contracts. At Closing, the Cash Purchase Price shall be reduced by the amount
of Sellers' Cure Contribution.

(b)  Payment of Cure Contribution. Within ten days after Closing, unless
otherwise provided in the applicable Purchaser-Lessor Agreement or Purchaser-Vendor
Agreement, Purchaser shall pay to Lessors with respect to each Assigned Leases and the
third party with respect to each Assigned Contract the Sellers' Cure Contribution
applicable thereto, after taking into account the Purchaser-Lessor Agreements and
Purchaser-Vendor Agreements applicable thereto.

8.3  Certain Pre-Closing Covenants and Agreements.

(a) Access. Until the Closing, Purchaser and its representatives (including
counsel, financial advisors, and auditors) will have access to Sellers’ employees,
premises, books and records (including, but not limited to, leases, purchase orders,
contracts, price lists/schedules and mark down schedules) maintained by Sellers with
respect to the Acquired Assets during normal business hours, which are located at
Sellers’ Headquarters. Sellers will permit Purchaser to make such inspections as
Purchaser may reasonably require, and will cause Sellers’ officers or representatives to
furnish Purchaser with such financial and operating data and such other information in
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respect to Sellers’ business, properties, and personnel as Purchaser may from time to time
request.

(b) Conduct of Business. From the Effective Date until the Closing Date,
Sellers will conduct the Business in the ordinary course, consistent with past practice,
without mark-downs or promotional sales and with no less diligence and effort than
would have been applied in the absence of this Agreement. Sellers will use commercially
reasonable efforts to preserve intact its current business organization, preserve its
relationship with suppliers and others having business dealings with it, and preserve its
good will. From the Effective Date until the Closing Date, Sellers will remain current on
paying all Post-Petition Administrative Rent. Without limiting the generality of the
foregoing, Sellers will not, without the prior written consent of Purchaser: (a) mortgage,
pledge, or encumber any of its material assets, tangible or intangible, or create or suffer
to exist any new Lien thereon other than the purported liens of record as referenced in
Section 7.5; (b) acquire, sell, lease, transfer, or dispose of any assets other than sales of
inventory in the ordinary course of business; (c) enter into any material contract or
agreement or modify any existing material contract or agreement related to the Business
(excluding Contracts related to the Cases or the administration thereof); (d) cause or
enable any Material Adverse Effect to take place or occur, or fail to comply with any law
which would have a Material Adverse Effect on Sellers or the Business; (¢) take, propose
to take, or agree in writing or otherwise to take any of the actions described in clauses (a)
through (d) above. In addition, Sellers will take all actions necessary to ensure that all
Assigned Leases and Assigned Contracts remain in full force and effect in accordance
with their terms without any default on the part of Sellers thereunder, other than defaults
arising from Sellers’ failure to pay amounts owing thereunder. Sellers will use
commercially reasonable efforts to take all actions necessary so that all of its
representations and warranties contained herein remain true, correct and complete as of
the Closing, subject to obtaining any required approvals from the Bankruptcy Court.

(¢) Liguor Licenses and Permits. Sellers shall take such steps as are
necessary and appropriate under applicable law for a seller of a liquor license and permit
to take in order to cause the prompt transfer to Purchaser of Sellers’ Liquor Licenses and
Permits for all of the Purchased Locations, Purchaser and Sellers shall cooperate to
ensure Purchaser's ability to continue uninterrupted business operations and alcoholic
beverage sales at the Purchased Locations post-Closing. In that regard, if Purchaser
deems it necessary, pending transfer of Sellers’ Liquor Licenses and Permits or new
issuance by the applicable governing agencies, Sellers’ and Purchaser shall enter into an
interim management agreement at Closing in the form to become attached hereto as
Exhibit C as contemplated by Section 5.1(b), that will, among other matters, enable
Purchaser to operate the Acquired Assets under Sellers’ Liquor Licenses and Permits, in
Purchaser’s discretion, at Purchaser’s expense, and for Purchaser’s benefit, and, to the
extent necessary, provide for the funding of an extended budget for such interim
operations.

(d) Tax Obligations. After the Effective Date and prior to Closing, Sellers
and Purchaser shall work together to determine the amount of Tax Obligations that are
owed, and if actual amounts are not yet known, that are estimated to be owed by Sellers
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up to and including the Closing Date, whether then due and payable, or to be due and
payable at a later date, for all periods up to the Closing Date. Sellers shall provide access
and authority for Purchaser to contact taxing authorities on Sellers' behalf to obtain
statements of the taxes that will be owed prior to and through the Closing Date. The total
amount of Tax Obligations to be utilized for Closing under this Agreement shall
comprise (i) the actual amounts owed and payable or to become payable by Sellers for
Taxes related to the Business prior to the Closing Date, plus (ii) 100% of the amounts
estimated as of the Closing Date to be owed and payable or to become payable by Sellers
for Taxes related to the Business prior to the Closing Date. As part of the Closing,
Purchaser shall pay to the Escrow Agent the amount of the Tax Obligations (as deducted
from the Cash Purchase Price in accordance with Section 3.2). The Escrow Agent shall
hold the funds in the amount of the Tax Obligations for payment of the Taxes to the
applicable taxing authorities after the claims bar date as determined by the Bankruptcy
Court pursuant to the Cases. Within ten (10) days after such claims bar date, Escrow
Agent shall (A) use the designated funds comprising the Tax Obligations to pay any and
all Taxes due or accruing prior to the Closing Date directly to the applicable taxing
authorities, and (B) deliver detailed documentation to Purchaser demonstrating that such
payments were made and the amounts paid to each taxing authority in accordance with
this Section 8.3(d). To the extent the Tax Obligations are not sufficient for the Escrow
Agent to pay all Taxes due or accruing prior to the Closing Date, then within ten (10)
days after such claims bar date, Sellers shall pay any additional Taxes that accrued prior
to the Closing Date directly to the applicable taxing authorities, and Sellers shall deliver
detailed documentation to Purchaser demonstrating that such payments were made and
the amounts paid to each taxing authority in accordance with this Section 8.3(d). This
provision is intended to segregate and designate a portion of the Purchase Price to pay
and achieve a complete (or at least nearly complete) reduction of Taxes owed by Sellers
as of Closing. Sellers are and will remain obligated to pay for all Taxes due or accruing
prior to the Closing Date, including without limitation for any Taxes that were not
included in the calculation of Tax Obligations used for Closing. All obligations for the
payment of Taxes and all liability for the accuracy of the estimate of the Tax Obligations
shall remain the sole responsibility and obligation of Sellers after Closing.

(e) Franchisees. Prior to Closing, Sellers shall provide to Purchaser an
estoppel certificate, in a form approved by and acceptable to Purchaser, executed by each
franchisee under which the franchisee certifies that the applicable franchise agreement is
in full force and effect, that there are no defaults or events of default under the franchise
agreement by either franchisor or franchisee, and that there are no claims or potential
claims that franchisee has against franchisor as of or prior to the Closing.

(f) Notifications of Certain Matters. From the Effective Date until the
Closing, (i) Sellers shall give prompt notice to Purchaser of the occurrence or non-
occurrence of any event of which such Seller has Knowledge that could reasonably be
likely to cause, directly or indirectly, any Material Adverse Effect; or (ii) a party shall
give prompt written notice to the other party any material failure of such party to comply
with or satisfy any covenant, condition or agreement to be complied with or satisfied by
it hereunder. '
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(g) Risk of Loss. The risk of loss with respect to any Acquired Asset will
remain with Sellers unless and until the Closing has been consummated in accordance
with the terms of this Agreement,

(h) Personal Property Leases; Other Contracts. Within five (5) days after
execution of this Agreement, Sellers will deliver to Purchaser complete copies of all
personal property leases and other Contracts to which Sellers are a party, together with
written documentation detailing Sellers’ disclosure of any defaults by Sellers or the third
party thereunder. Purchaser shall have the right to review any and all personal property
leases and other Contracts to which Sellers are a party and Purchaser will have the right
to designate in accordance with Section 8.2(b) which personal property leases and other
Contracts it will assume in its sole discretion. Prior to the Closing, pursuant to Section
8.2(b), Purchaser will notify Sellers in writing of those personal property leases and other
Contracts it desires to assume and those will become part of the Assigned Contracts
under this Agreement.

(i) Equity and Joint Venture Interest. Within five (5) days after execution
of this Agreement, Seller, Elephant & Castle (Chicago) Corporation, shall deliver to
Purchaser copies of all minute books, ownership interest ledgers, and governing
documents of E & C San Francisco, LL.C and BC Restaurants, L.L.C, and all tax returns,
financial statements and corporate or other entity filings for such entities. In addition,
Sellers shall make all other books and records relating to E&C San Francisco, LLC and
BC Restaurants, LLC available to Purchaser and its representatives. Within five (5) days
after execution of this Agreement, Seller, Elephant & Castle (Chicago) Corporation, shall
deliver to Purchaser copies of all licenses and agreements regarding the ability of those
entities to use the Intellectual Property of Sellers, and namely, the license rights for the
San Francisco restaurant to use the "Elephant & Castle" and related trademarks and trade
names.

(j) Purchaser as Successful Bidder at the Auction. If Purchaser is the
successful bidder at the auction to be undertaken as part of the Sale Approval Motion,
and Purchaser’s successful bid is on terms different than those set forth herein, Purchaser
agrees on the day of such auction to enter into an appropriate amendment to this
Agreement as reasonably requested by Sellers to reflect such revised terms.

(k) Notice to Employees and Franchisees. Prior to Closing, Sellers shall
have taken best efforts to provide notice of the sale of the Business to all current and
former employees who have worked for the Business during any time after July 1, 2010,
and to all former and current franchisees at the address for such employees and
franchisees currently on file with the Sellers.

8.4  Sale Approval Order; Recognition Order. The Bankruptcy Court shall have
entered the Sale Approval Order in the form attached hereto as Exhibit A, or such other form
reasonably satisfactory to Purchaser; which Sale Approval Order shall provide that any
restriction on use of the premises under any Assigned Lease, or any other provisions that operate
to limit assignment or alienation of any such Lease in contravention of the Bankruptcy Code, are
either unenforceable, or are limited in scope and effectiveness to an extent reasonably

{00998728 / 1} -26-



Case 11-16155 Doc 208-1 Filed 11/18/11 Entered 11/18/11 18:20:04 Desc Exhibit i 27
A Page 27 of 41

satisfactory to Purchaser. A Recognition Order recognizing and approving the United States
Sale Approval Order and the terms of this transaction shall have entered in a Canadian court. The
form of the Recognition Order will be negotiated in good faith by the Parties on or before
November 29, 2010 and then become attached to this Agreement as Exhibit F.

8.5 Certain Taxes; Transaction Expenses.

(a) Certain Taxes. Unless exempt under Section 1146(c) of the
Bankruptcy Code, Sellers shall pay any and all sales, transfer or transaction Taxes
imposed by any taxing authority, including without limitation, any state, county,
municipality or other subdivision thereof, in connection with the consummation of the
transactions contemplated by this Agreement. Sellers and Purchaser will file a joint
election under Section 167 of the Excise Tax Act (Form GST 44) as application to the
Canadian portion of the Acquired Assets.

(b) Transaction Expenses. Except as expressly provided for in this
Agreement, each party shall pay all fees, costs and expenses incurred by it with respect to
this Agreement, whether or not the transactions contemplated hereby are consummated.

8.6 Certain Post-Closing Agreements.

(a) Further Assurances. Purchaser and Sellers shall, from time to time
after the Closing, without further consideration, execute and deliver such instruments and
take such further actions as may be reasonably necessary or desirable to carry out the
provisions hereof and the transactions contemplated hereby including the assignment by
Sellers of such additional contracts and leases of Sellers as Purchaser shall reasonably
request. If Sellers or their agents collect receivables or other funds properly belonging to
Purchaser after the Closing Date, Sellers shall (and shall cause its agents to) promptly
forward such collections or funds to Purchaser, and if Purchaser or its agents collects
receivables or other funds properly belonging to Sellers after the Closing, Purchaser shall
(and shall cause it agents to) promptly forward such collections or funds to Sellers.

(b) Access to Records and Properties. Purchaser acknowledges that Seller
is in Chapter 11 bankruptcy proceedings and the estate will be liquidated following
Closing. Purchaser shall have the right to contact the Sellers’ liquidating agent for access
to such books and records and those of the Business, as well as the properties related to
the Business to (a) complete any financial statements or audits thereof or Tax Returns, (b)
defend any Tax disputes or claims or respond to any requests in connection with any Tax
audits, (¢) comply with any legal request or order, (d) defend any disputes, claims,
prosecution or litigation including any enforcement of rights against third parties in the
Bankruptcy Court or (¢) for any other reasonable purpose. Sellers shall only be granted
access to the books and records relating to Purchaser’s business operations involving the
Acquired Assets after the Closing upon Purchaser’s prior written consent, which may be
withheld in Purchaser's sole discretion.

(c) Certain Tax Matters. Sellers shall use commercially reasonable efforts
to file, within sixty (60) days after Closing, its 2010 federal Income Tax Return.
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(d) Survival. The terms and conditions of this Section 8.6 shall survive the
Closing and not be merged with or into the conveyance documents.

8.7  Customer Credit Obligations. Following Closing, Purchaser shall honor, in
accordance with the applicable terms, the Customer Credit Obligations.

88  Sellers' Emplovees. Sellers agree that, from and after the date hereof, Purchaser
may offer employment, effective as of the Closing, to any persons employed by Sellers at the
Purchased Locations, which employment will become effective as of the Closing Date and only
if the Closing occurs. Only if the Closing occurs, any person who accepts such an offer of
employment with Purchaser shall be a “Hired Employee” and shall be employed by Purchaser on
such terms and conditions as Purchaser and each such Hired Employee may mutually agree.
Upon request of Purchaser, Sellers shall provide Purchaser reasonable access to data (including
computer data) regarding the ages, dates of hire, compensation, benefits and job descriptions of
the Hired Employees. Purchaser and Sellers agree that they will encourage Sellers’ existing
employees to submit applications for employment with Purchaser. Purchaser will evaluate such
applications based on its own criteria and intends to employ a significant number of Sellers’
employees; however, Purchaser shall be under no obligation to hire any of Sellers’ employees.
To the extent Purchaser hires Sellers’ employees, the terms of such employment will be as
determined between Purchaser and the individual employees. Purchaser assumes all claims of the
Hired Employees relating to employment by Purchaser arising after the Closing Date.

Unless otherwise agreed before Closing, with respect to any of Sellers” employees,
Sellers will terminate the employment of those employees at the close of business on the Closing
Date. Sellers will directly pay all of the Hired Employees for earned and unused vacation, in
accordance with each Seller’s normal policies. All claims of the employees arising out of their
employment with Sellers before the Closing Date will be the sole liability of Sellers. Sellers will
comply with all notification or other requirements of the Worker Adjustment and Retraining
Notification Act of 1988, as amended, and each comparable law of any state and all Canadian
employment legislation, with respect to the terminated employees.

ARTICLE 9

CONDITIONS PRECEDENT TO THE OBLIGATIONS OF PURCHASER

The obligation of Purchaser to consummate the transactions contemplated herein is
subject to the satisfaction, at or before the Closing, of each of the following conditions (any of
which conditions may, subject to Section 4.2, be waived by Purchaser in its sole discretion):

9.1  Representations, Warranties and Covenants. The representations and
warranties of Sellers contained in this Agreement shall be true, correct and complete in all
material respects (except for such representations and warranties which are qualified by their
terms by a reference to materiality, which representations and warranties as so qualified will be
true in all respects) on and as of the Closing Date with the same force and effect as though made
on the Closing Date. Sellers shall have performed and complied in all material respects with all
covenants and agreements required by this Agreement to be performed or complied with by
Sellers on or prior to the Closing Date (except for such covenants and agreements which are
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qualified by their terms by a reference to materiality, which covenants and agreements as so
qualified will have been performed or complied with in all respects). Excluding any objections
to the entry of the Sale Approval Order, no action, proceeding or investigation (including,
without limitation, actions, proceedings or investigations commenced or threatened by a
governmental authority) has been commenced or threatened to prevent, or seek damages as a
result of, the execution and delivery of this Agreement or the consummation of any of the
transactions contemplated herein (unless such action, proceeding or investigation has been
dismissed or otherwise disposed of at Jeast seven days prior to the Closing Date).

9.2  Sale Approval Motion. Sellers shall have filed a motion or motions for approval
(the “Sale Approval Motion™) under Section 363 of the Bankruptcy Code of (a) the sale of the
Acquired Assets, assumption and assignment of the Assigned Leases and Assigned Contracts
and assumption of the Assumed Obligations pursuant to the terms of this Agreement and the
transactions hereunder and (b) the form of this Agreement.

9.3  Sale Approval Order; Recognition Order. The Bankruptcy Court shall have
entered the Sale Approval Order in a form acceptable to Purchaser which approves the Sale
Approval Motion and which (a) approves the sale of the Acquired Assets to Purchaser on the
terms and conditions set forth in this Agreement pursuant to Section 363(f) of the Bankruptcy
Code and authorizes Sellers to proceed with this transaction, (b) includes a specific finding that
Purchaser is a good faith purchaser (pursuant to Section 363(m) of the Bankruptcy Code) of the
Acquired Assets, (c) states that the sale of the Acquired Assets to Purchaser shall be free and
clear of all liens, claims, interests and encumbrances whatsoever (except for the Assumed
Obligations) to the extent provided in the Sale Approval Order attached hereto as Exhibit A, (d)
approves Sellers’ assumption and assignment of the Assigned Leases and Assigned Contracts
pursuant to Section 365 of the Bankruptcy Code, and (e) contains a finding and conclusion that
Purchaser shall not be a successor to Sellers or any other person or entity for any purpose. A
Recognition Order recognizing and approving the United States Sale Approval Order and the
terms of this transaction shall have entered in a Canadian court.

9.4  Deliveries at Closing. Purchaser shall have received all documents and other
items to be delivered by Sellers pursuant to Section S.1. Sellers shall have assigned to Purchaser
the Assigned Contracts and the Assigned Leases.

9.5  Proceedings and Instruments Satisfactory. All proceedings, corporate or
otherwise, required to be taken by Sellers prior to or at Closing in connection with the
performance of this Agreement, and all documents incident thereto, shall be complete to the
reasonable satisfaction of Purchaser and its counsel.

9.6  No Material Adverse Effect. Between the Effective Date and the Closing, there
shall have been no Material Adverse Effect.

9.7 Absence of Proceedings. No claim, suit, action or other proceeding shall be
pending or threatened before or by any court, governmental agency, arbitrator or other entity
against any of the parties to this Agreement with respect to the transactions contemplated by this
Agreement or the Acquired Assets or Business, except for the proceedings conducted in the
Bankruptcy Court related to and arising out of the Bankruptcy Petition.
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9.8  Certain Court Orders. No court order shall have been entered in any action or
proceeding instituted by any person that enjoins, restrains, or prohibits the consummation of the
transactions contemplated hereby.

ARTICLE 10

CONDITIONS PRECEDENT TO THE OBLIGATIONS OF SELLERS

The obligation of Sellers to consummate the transactions contemplated herein is subject
to the satisfaction, at or before the Closing, of each of the following conditions (any of which
conditions, subject to Section 4.2, may be waived by Sellers in their sole discretion):

10.1 Representations, Warranties and Covenants. The representations and
warranties of Purchaser contained in this Agreement shall be true, correct and complete in all
material respects (except for such representations and warranties which are qualified by their
terms by a reference to materiality, which representations and warranties as so qualified will be
true in all respects) on and as of the Closing Date with the same force and effect as though made
on the Closing Date. Purchaser shall have performed and complied in all material respects with
all covenants and agreements required by this Agreement to be performed or complied with by
Purchaser on or before the Closing Date (except for such covenants and agreements which are
qualified by their terms by a reference to materiality, which covenants and agreements as o
qualified will have been performed or complied with in all respects).

10.2 Sale Approval Order; Recognition Order. The Bankruptcy Court shall have

entered the Sale Approval Order. The Recognition Order shall have entered in a Canadian court.

103  Deliveries at Closing. Sellers shall have received all documents and other items
to be delivered by Purchaser pursuant to Section 5.2. Purchaser shall have assumed the Assigned
Contracts and the Assigned Leases.

10.4 Certain Court Orders. No court order shall have been entered in any action or
proceeding instituted by any person that enjoins, restrains, or prohibits the consummation of the
transactions contemplated hereby.

ARTICLE 11

INDEMNITY

11.1 Indemnification by Purchaser. Purchaser agrees to indemnify and hold
harmless Sellers, their successors and assigns, their officers, directors, owners, managers,
members, and employees, from and after the Closing, against all Indemnity Losses arising with
respect to the following events: (a) the breach by Purchaser of any of its representations and
warranties under this Agreement; (b) the failure by Purchaser to perform any of its covenants
under this Agreement which are not cured within two business days after written notice; (c) any
third party claim asserted against Sellers with respect to actions, occurrences, or omissions of
Purchaser occurring after Closing, including, but not limited to, liabilities and obligations in
connection with Purchaser’s employees, employee benefit plans, and environmental laws of any
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kind, except to the extent that that the same relate to any Excluded Liability; and (d) any liability
or obligation which relate to or arise out of or result from the Assumed Obligations. Other than
Purchaser’s obligation to pay the Purchase Price and assume the Assumed Obligations,
Purchaser’s liability under this Section 11.1 shall be limited to the amount of the $100,000.00
Further, other than Purchaser’s obligation to pay the Purchase Price and assume the Assumed
Obligations, Purchaser shall not have any liabilities under this Section 11.1 unless Sellers notify
Purchaser in writing on or before sixty (60) days after Closing of any indemnity claim under this
Section 11.1, which written notice shall specify in reasonable detail the basis therefor.

11.2 Indemnification by Sellers. Sellers agrees to jointly and severally indemnify and
hold harmless Purchaser, its successors and assigns, its officers, directors, owners, managers,
members, and employees, from and after the Closing, against all Indemnity Losses arising with
respect to the following events: (a) the breach by Sellers of any of their representations and
warranties under this Agreement; (b) the failure by Sellers to perform any of their covenants
under this Agreement which are not cured within two business days after written notice; (c) any
third party claim asserted against Purchaser with respect to actions, occurrences, or omissions of
Sellers occurring prior to Closing, including, but not limited to, liabilities and obligations in
connection with Sellers’ employees, employee benefit plans, Taxes and environmental laws of
any kind, except to the extent that that the same relate to any Assumed Obligations; and (d) any
liability or obligation which relate to or arise out of or result from the Excluded Liabilities.
Sellers’ liability under this Section 11.2 shall be limited to the amount of the Purchase Price.
Further, Sellers shall not have any liabilities under this Section 11.2 unless Purchaser notifies
Sellers in writing on or before sixty (60) days after Closing of any indemnity claim under this
Section 11.2, which written notice shall specify in reasonable detail the basis therefor. Any
disputes regarding the any indemnity obligations of Sellers hereunder shall be resolved by the
Bankruptcy Court. Notwithstanding any other provision of this Section 11.2, Purchaser shall
not be entitled to obtain indemnity pursuant to this Section 11.2 to the extent it would require the
Sellers to use funds reserved for payment by the Sellers’ bankruptcy estate on account of claims
filed by secured lenders, creditors asserting claims under Section 503(b)(9), PACA, cure
amounts due to landlords under assumed leases, prepetition taxes, any amounts paid to Escrow
Agent for payment of Tax Obligations, allowed professional fees and any amounts determined
to be necessary as administrative expenses for the conclusion of the case.

ARTICLE 12

TERMINATION; EFFECT OF TERMINATION

12.1 Termination of Agreement. This Agreement may be terminated only as follows:

(a) Mutual Agreement. By written agreement of Sellers and Purchaser at
any time,

(b) Outside Date. By Purchaser, if the Closing shall not have occurred on
or prior to January 6, 2012, or such other date as mutually agreed upon by the parties, for
any reason other than Purchaser’s breach of this Agreement.
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(c) Breach; Non-Satisfaction of Conditions Precedent. Any time before
the Closing, by Sellers or Purchaser:

§)] in the event of a material breach hereof by any non-terminating
party if such non-terminating party fails to cure such breach within three (3) business days
following notification thereof by the terminating party; or

(i)  upon notification to the non-terminating party by the terminating
party that the satisfaction of any condition to the terminating party’s obligations under this
Agreement becomes impossible or impracticable with the use of commercially reasonable
efforts if the failure of such condition to be satisfied is not caused by a breach hereof by the
terminating party. '

(d) Third Party Successful Bidder. In the event that Purchaser is not the
successful bidder at the auction for a sale of Sellers' assets to be held by the Bankruptcy
Court, then this Agreement shall terminate upon the closing with such successful bidder.

(¢) Certain Events — Purchaser’s Termination Rights. As set forth below,

if Purchaser gives written notice of its intent to terminate under Section 12.1(e)(1),
Purchaser agrees to negotiate in good faith with Sellers for at least one business day after
such notice, with respect to any changes to this Agreement mutually agreeable to
Purchaser and Sellers to avoid any such termination. If Purchaser and Sellers are not able
to agree on such terms after such one business day, Purchaser may terminate this
Agreement under this Section 12.1(e) on written notice to Sellers given after such one
business day of negotiations.

(i) If prior to Closing, Purchaser gives Sellers written notice of
Purchaser’s intention to terminate this Agreement pursuant to one or more of the sections
under Article 9 as a result of the conditions precedent to the obligations of Purchaser not being
met to Purchaser’s reasonable satisfaction.

(f) Certain Events — Sellers’ Termination Rights. As set forth below, if
Sellers give written notice of their intent to terminate under Section 12.1(f)(i), Sellers
agree to negotiate in good faith with Purchaser for at least one business day after such
notice, with respect to any changes to this Agreement mutually agreeable to Purchaser
and Sellers to avoid any such termination. If Purchaser and Sellers are not able to agree
on such terms after such one business day, Sellers may terminate this Agreement under
this Section 12.1(f) on written notice to Purchaser given after such one business day of
negotiations.

&) If prior to Closing, Sellers give Purchaser written notice of
Sellers’ intention to terminate this Agreement pursuant to one or more of the sections under
Article 10 as a result of the conditions precedent to the obligations of Sellers not being met to
Sellers’ reasonable satisfaction.

{00998728 / 1} -32-



Case 11-16155 Doc 208-1 Filed 11/18/11 Entered 11/18/11 18:20:04 Desc Exhibit
A Page 33 of 41

12.2  Effect of Termination.

(a) Termination; Survival. 1f this Agreement is terminated pursuant to
this Article 12 and the transactions contemplated hereby are not consummated, this
Agreement shall become null and void and have no further force or effect and no liability
shall attach to either of the parties. Notwithstanding anything in this Agreement to the
contrary, the provisions of Section 8.5(b) (transaction expenses), this Section 12.2 (effect
of termination), and the provisions under Article 13 (miscellaneous) shall survive any
termination of this Agreement.

(b) Deposit.

6] Except as set forth in Section 12.2(b)(ii) below, in the event that
this Agreement is terminated, the Deposit shall be returned to Purchaser within two (2)
business days of such termination.

(i1) In the event that this Agreement is terminated by Sellers pursuant
to Section 12.1(c)(i) (material breach by Purchaser), or pursuant to Section 12.1(f)(i)
(conditions precedent under Article 10), but only with respect to Sellers' conditions set forth in
Sections 10.1 (representations, warranties and covenants) or Section 10.3 (deliveries by
Purchaser), Sellers shall be entitled to the Deposit.

(c) Purchaser’s Break-Up Fee. In the event that this Agreement is
terminated pursuant to Section 12.1(d) (Third Party successful bidder), Purchaser will be
entitled to a break-up fee equal to no less than two percent (2%) of the total Cash
Purchase Price, plus a reimbursement of expenses in an amount of up to $250,000,
payable out of the sale proceeds paid by the successful Third Party, which amounts shall
be payable by Sellers to Purchaser within five (5) business days of the closing with the
successful Third Party, provided, however, that such break-up fee shall be payable only if
the Bankruptcy Court has approved such break-up fee and the closing with such
successful Third Party occurs.

ARTICLE 13

MISCELLANEOUS

13.1 Purchaser as a Good Faith Purchaser. The parties agree that the Sale Approval
Order shall contain findings that: (a) Purchaser is a “good faith Purchaser” within the meaning
of Section 363(m) of the Bankruptcy Code and is thereby entitled to the protection afforded a
good faith, arms’-length Purchaser; (b) the Purchase Price is fair and reasonable; (c) this
Agreement was negotiated at arms’-length; (d) Sellers do not have any interest in Purchaser or in
any party affiliated with Purchaser; and (¢) the sale of the Acquired Assets hereunder was
conducted in a “non-collusive manner” within the meaning of Section 363(n) of the Bankruptcy
Code.

13.2 Termination of Sellers’ Representations and Warranties. The representations
and warranties of Sellers and Purchaser shall survive the Closing for a period of sixty (60) days

after the Closing.
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13.3  Jurisdiction. The parties agree that the Bankruptcy Court shall retain exclusive
jurisdiction to resolve any controversy or claim arising out of or relating to this Agreement or the
implementation or the breach hereof.

13.4  Notices. All notices, consents or other communications required or permitted
hereunder shall be given in writing and hand delivered or addressed and sent by Federal Express
or other recognized overnight courier, or by certified or registered mail, postage prepaid, and
return receipt requested, as follows:

If to Sellers:

With a copy to:

If to Purchaser:

With a copy to:

Elephant & Castle
50 Congress Street, Suite 900
Boston, MA 02109

Eckert Seamans Cherin & Mellott, LLC
Two International Place

16™ Floor

Boston, MA 02110

Attn:  John G. Loughnane

Tel: (617) 342 - 6885

Fax: (617) 342-6899

Email: jloughnane@eckertseamans.com

Original Joe's Acquisition Corp.
200, 6001 1A Street SW
Calgary, Alberta

CANADA T2H 0G5

Attn: Derek Doke

Tel: (403)263-4323

Fax: (403) 263-0849

Email: info@franworks.com

Rothgerber Johnson & Lyons LLP
1200 Seventeenth Street

One Tabor Center, Suite 3000
Denver, CO 80202

Attn: Brent Cohen

Tel: (303) 623-9000

Fax: (303) 623-9222

Email: bcohen@rothgerber.com

or to such other address as may hereafter be designated by any party by the giving of notices in
accordance with this Section 13.4. All notices, consents or other communications shall be
deemed given when actually delivered (in the case of hand delivery by Federal Express or other
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recognized overnight courier) or received by fax or five days after mailing in accordance with
this Section 13.4.

13.5 Governing Law. To the extent not governed by the Bankruptcy Code, this
Agreement shall be governed by and construed in accordance with the laws of the
Commonwealth of Massachusetts without giving effect to rules governing the conflict of laws.

13.6 Waiver. The waiver by a party of a breach of any covenant, agreement or
undertaking contained herein shall be made only by a written waiver in each case. No waiver of
any breach of any covenant, agreement or undertaking contained herein shall operate as a waiver
of any prior or subsequent breach of the same covenant, agreement or undertaking or as a waiver
of any breach of any other covenant, agreement or undertaking.

13.7 Severability. If any provision of this Agreement shall be held invalid, illegal or
unenforceable, in whole or in part, the validity, legality, and enforceability of the remaining part
of such provision, and the validity, legality and enforceability of all other provisions hereof or
thereof, shall not be affected thereby.

13.8 Counterparts. This Agreement may be executed in one or more counterparts
(whether manually signed or signed and delivered by facsimile or electronic transmission), each
such counterpart shall be deemed an original, and all such counterparts shall constitute one and
the same agreement.

13.9 Captions; References. The headings, titles or captions of the Articles and
Sections of this Agreement are inserted only to facilitate reference, and they shall not define,
limit, extend or describe the scope or intent of this Agreement or any provision hereof, and they
shall not constitute a part hereof or affect the meaning or interpretation of this Agreement or any
part hereof.

13.10 Amendments. This Agreement may not be amended, changed, modified, altered
or terminated unless the parties hereto agree in writing to such amendment, change,
modification, alteration or termination.

13.11 Remedies Cumulative; Specific Performance. No remedy herein conferred is
exclusive of any other available remedy, but each and every such remedy shall be cumulative
and shall be in addition to every other remedy given by agreement or now or hereafter existing at
law or in equity or by statute. In addition to any and all other remedies that may be available at
law, in the event of any breach of this Agreement, each party shall be entitled to seek specific
performance of the agreements and obligations hereunder and to such other injunctive or
equitable relief as may be granted by a court of competent jurisdiction,

13.12 Binding Nature; Assignment. This Agreement shall be binding upon and inure
to the benefit of the parties hereto and their respective successors and permitted assigns, but
neither this Agreement nor any of the rights, interest or obligations hereunder shall be assigned
by any of the parties hereto without prior written consent of the other parties; except, that
Purchaser may grant a security interest in its rights and interests hereunder to its lender(s).
Nothing contained herein, express or implied, is intended to confer on any Person other than the
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parties hereto or their successors and assigns, any rights, remedies, obligations or liabilities under
or by reason of this Agreement. Notwithstanding any thing to the contrary set forth above,
Purchaser, upon prior written notice to Sellers, may assign all of its rights and obligations set
forth in this Agreement to an affiliate or affiliates, or to a wholly owned subsidiary or
subsidiaries of Purchaser, and such assignee, if any, shall be deemed the Purchaser for all
purposes herein.

13.13 No Third Party Beneficiaries. This Agreement is a contract solely between
Purchaser and Sellers. No third party beneficiaries, (including, without limitation, employees
and customers of Sellers) are intended hereunder and none shall be inferred herein; and no party
other than Purchaser or Sellers may assert any right, make any claim or otherwise attempt to
enforce any provision of or under this Agreement.

13.14 Mutual Cooperation. Purchaser and Sellers shall work together in good faith to
the extent reasonably necessary to facilitate the consummation of the transactions contemplated
by this Agreement. Subsequent to the Closing, each of Purchaser and Sellers, at the request of
the other, shall execute, deliver and acknowledge such further documents or instruments
(including, without limitation, documents or instruments necessary to transfer any of the
Intellectual Property to Purchaser), and perform such further acts or deeds, as may be reasonably
necessary to consummate the transactions contemplated by this Agreement and carry out the
purposes and intent of this Agreement.

13.15 Time is of the Essence. Time is of the essence in this Agreement, and all of the
terms, covenants and conditions hereof.

[SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREOF, the parties have caused their duly authorized officers to
execute this Agreement as of the day and year first above written.

(00998135 /1)

-37-

PURCHASER:
ORIGINAL JOE'S ACQUISITION CORP.

Name: Derek Doke
Title: President

SELLERS:
ELEPHANT & CASTLE GROUP, INC.

By:
Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE, INC,

By:

Name: Gary Heller

Title: Authorized Officer
MASSACHUSETTS ELEPHANT &

CASTLE GROUP, INC.

By:

Neme: Gary Heller
Title: Authorized Officer

ELEPHANT AND CASTLE OF
PENNSYLVANIA, INC.

By:

Name: Gary Heller
Title: Authorized Officer



Case 11-16155 Doc 208-1 Filed 11/18/11 Entered 11/18/11 18:20:04 Desc Exhibit / %?j
A Page 38 of 41 “

IN WITNESS WHEREOF, the parties have caused their duly authori zed officers to
execute this Agreement as of the day and year first above written.

PURCHASER:

ORIGINAL JOE'S ACQUISITION CORP.

By:
Name:
Title:
SELLERS:

ELEPHANT & CASTLE GROUP, INC.

/i

Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE, INC.

w -

Name: Gary Heller
Title: Authorized Officer

MASSACHUSETTS ELEPHANT &
CASTLE GROUP, INC.

Name: Gary Heller
Title; Authorized Officer

ELEPHANT AND CASTLE OF
PENNSYLVANIA, INC.

By:

Name: Gary Heller
Title: Authorized Officer

(00998135 / 1} -37-



Case 11-16155 Doc 208-1

{00998135/ 1}

Filed 11/18/11

Entered 11/18/11 18:20:04 Desc Exhibit

A Page 39 of 41

-38 -

E&C PUB, INC.

Name! Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE (CHICAGO)
CORPORATION

By: /WL'

Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE EAST HURON,
LLC

v /AL

Name: Gary Heller
Title: Authorized Officer

E&C CAPITAL,LLC

By:

Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE ILLINOIS
CORPORATION

Name: éarry Heller
Title: Authorized Officer

E&C EYE STREET, LLC

Name: Gary Heller
Title: Authorized Officer

J31
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ELEPHANT & CASTLE
INTERNATIONAL, INC.

o I

Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE CANADA, INC.

By:

Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE, INC. (TX)

L A

Name: Gary Heller
Title: Authorized Officer

ELEPHANT & CASTLE PRATT STREET,
LLC

By: /;%\

Name: Gary Heller
Title: Authorized Officer

[HV
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Schedules and Exhibits

Schedule 1.1 (Purchased Locations & Franchised Locations)
Schedule 2.1(g) (Liquor Licenses and Permits)

Schedule 7.1 (Sellers Jurisdiction and Ownership Chart)

Schedule 7.7 (Assigned Leases)

Schedule 7.10 (Intellectual Property Schedule)

Schedule 7.12 (Customer Credit Obligations Chart)

Schedule 7.13 (Employee Benefit Plans)

Schedule 7.14 (Employee Workers’ Compensation Claims)
Schedule 7.16 (Compliance With Laws; Income Tax Act (Canada))
Schedule 7.18 (Pending and Threatened Litigation)

Exhibit A (Sale Approval Order)

Exhibit B (Leases)

Exhibit C (Interim Management Agreement) — To be attached
Exhibit D (Escrow Agreement) — To be attached

Exhibit E (Purchase Price Allocation Sched ule) - To be attached
Exhibit F (Recognition Order) — To be attached
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