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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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Toronto, Ontario M5H 2T4

Kenneth Kraft LSUC#31919P
John Salmas LSUCH#: 42336B
Sara-Ann Wilson LSUC#: 56016C
Tel: 416.360.3570/416.777.4171
Fax: 416.360.8425/1.866.895.2093

Lawyers for Massachusetts Elephant & Castle
Group, Inc.

TO: THIS HONOURABLE COURT

AND TO: THE ATTACHED SERVICE LIST



10.

11.

12.

13.

14.

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, LL.C

Elephant & Castle Illinois Corporation

E&C Eye Street, LLC

E & C Capital, LLC

Elephant & Castle (Chicago) Corporation



SERVICE LIST
as at January 26, 2012

TO :

McCARTHY TETRAULT LLP
Suite 3300, 421 — 7" Avenue S.W.
Calgary, Alberta T2P 4K9

Sean Collins

Tel: 403 260.3531

Fax: 403 260.3501

Email: scollins@meccarthy.ca

McCARTHY TETRAULT LLP
Suite 4700, TD Bank Tower
Toronto Dominion Centre
Toronto, Ontario M5K 1E6

Kevin McElcheran
Tel: 416 601.7730
Email: kmcelcheran@meccarthy.ca

Heather L. Meredith
Tel: 416 601.8342
Email: hmeredith@mccarthy.ca

Fax: 416 868.0673
Lawyers to GE Canada Equipment Financing G.P. (the Applicant)

AND TO:

LATHAM & WATKINS LLP
233 South Wacker Drive

Sears Tower, Suite 5800
Chicago, Illinois 60606-6401

Richard Levy

Tel: 312 876.7692

Fax: 312993.9767

Email: Richard.levy@lw.com

James Ktsanes
Email: james. ktsanes@lw.com
Lawyers to GE Canada Equipment Financing G.P. (the Applicant)

AND TO :

GARDINER ROBERTS LLP
Suite 3100, Scotia Plaza

40 King Street West

Toronto, Ontario M5H 3Y2

Jonathan H. Wigley
Tel:  416.865.6655
Email; jwigley@gardiner-roberts.com

Jeffrey Rosekat
Tel: 416 865 6662
Email :jrosekat@gardiner-roberts.com

~



Fax: 416 865-6636
Lawyers for BDO Canada Limited

AND TO:

BDO CANADA LIMITED
123 Front Street West, Suite 1200
Toronto, Ontario M4W 3E2

Ken Pearl

Tel:  416.369.3063
Fax: 416.865.0904
Email: kpearl@bdo.ca

Information Officer

AND TO:

The Respondents as follows:

REPECHAGE INVESTMENTS LIMITED
The Elephant and Castle Canada Inc.

200 Bay Street, Suite 3800

Royal Bank Plaza, South Tower

Toronto, Ontario M5J 274

Elephant & Castle Group Inc. (as successor by amalgamation to
Repechage Restaurant Group Ltd.).,

Elephant & Castle, Inc. (a Texas Corporation) (as successor in
interest to Repechage Restaurant Group USA, Inc.),

Elephant & Castle Inc. (a Washington Corporation),
Elephant & Castle International, Inc.,

E & C Pub, Inc.,

Massachusetts Elephant & Castle Group, Inc.,

Elephant & Castle (Chicago) Corporation,

E&C Capital, LLC,

Elephant & Castle East Huron, LLC,

Elephant & Castle Illinois Corporation,

E&C Eye Street, LLC, and

Elephant and Castle of Pennsylvania, Inc.

50 Congress Street, Suite 900

Boston, Massachusetts 02109

David Dobbin
Email: ddobbin@terranovapubs.com

Gary Heller
Email: gheller@terranovapubs.com

Keith Radford
Email: kradford@terranovapubs.com

Tel: 617 720.2100
Fax: 617 720.2102




AND TO:

ECKERT SEAMANS
Two International Place
Boston, Massachusetts 02110-2602

John G. Loughnane
Tel: 617.342.6885
Email; jloughnane@eckertseamans.com

Fax: 617.342.6899

U.S. Lawyers for Massachusetts Elephant & Castle Group, Inc.

AND TO:

PERRY, KRUMSIEK & JACK, LLP
101 Arch Street, 19" Floor
Boston, Massachusetts 02110

David W. Krumsiek

Tel: 617 720.4300

Fax: 617 720.4310

Email: dkrumsiek@pkijlaw.com

Lawyers to the Respondents

AND TO:

FIFTH STREET CAPITAL LLC
10" Bank Street, Suite 1210
White Plains, New York 10606

Bernard D. Berman
Tel: 914 286.6804
Fax: 914 328.4214

Email: Bernie@fifthstreetfinance.com

Email: cblakeman(@fifthstreetfinance.com

Email: rrakowski@fifthstreetfinance.com

AND TO:

PROSKAUER ROSE LLP
One International Place
Boston, Massachusetts 02110-2600

Steven M. Ellis

Tel: 617 526.9660

Fax: 617 526.9899

Email: sellis@proskauer.com

Lawyers to Fifth Street Capital LL.C

AND TO:

ROYAL BANK OF CANADA
RBC Private Banking

5161 George Street

Halifax, Nova Scotia B3J 1M7




-4.

AND TO:

ROYAL BANK OF CANADA
180 Wellington Street West, 4™ Floor
Toronto, Ontario M5J 1J1

Fax: 416.974.2999

AND TO:

TORONTO DOMINION BANK
700 West Georgia Street
Vancouver, British Columbia V7Y 1B6

AND TO:

DEPARTMENT OF JUSTICE
The Exchange Tower

130 King Street West

Suite 3400, P.O. Box 36
Toronto, ON MS5X 1K6

Diane Winters

Tel:  416.973.3172

Fax: 416.973.0810

Email: diane.winters@justice.gc.ca

Lawyers for Canada Revenue Agency

AND TO:

STEWART McKELVEY
Purdy’s Wharf Tower One

900 — 1959 Upper Water Street
Halifax, NS B3J 2X2

John S. McFarlane, Q.C.

Tel:  902.420.3315

Fax: 902.420.1417

Email: jmcfarlane(@stewartmckelvey.com

Lawyers for Royal Bank of Canada

AND TO:

LINDA L. KELLY, ATTORNEY GENERAL OF PENNSYLVANIA
Office of the Attorney General

21 8. 12" Street, 3" Floor

Philadelphia, Pennsylvania 19107-3603

Christopher R. Momjian, Senior Deputy Attorney General
PA 1.D. No. 057482

Tel:  215.560.2424

Fax: 215.560.2202

Email: crmomjian@attorneygeneral.gov

AND TO:

ALCOHOL AND GAMING COMMISSION OF ONTARIO
90 Sheppard Avenue East, Suite 200
Toronto, ON M2N 0A4

Richard E. Kulis, Deputy Director — Legal Services Branch
Tel:  416.326.0365 — 1.800.522.2876 (Toll Free)

Fax: 416.326.5574

Email: richard.kulis@agco.ca




-5.

AND TO:

BLAKE, CASSELS & GRAYDON LLP
199 Bay Street, Suite 2800

Commerce Court West
Toronto, ON M5L 1A9

Gerald S. Swinkin

Tel: 416-863-5845

Fax: 416 863-2653

Email: gerald.swinkin@blakes.ca

Lawyers for Bay-Richmond House Inc

AND TO:

MINDEN GROSS LLP
145 King Street West, Suite 2200
Toronto, ON M5H 4G2

Timothy R. Dunn

Tel: 416 369-4335

Fax: 416 864-9223

Email: tdunn{@mindengross.com

Lawyers for 212 King West Holdings Inc.

AND TO:

COURTESY COPIES

Mirick O’Connell
Email; Bankrupt@mirickoconnell.com

Brent R. Cohen
Email:bcohen@rothgerber.com

Christine E. Devine
Email:cdevine(@mirickoconnell.com

Christine D. Lynch
Email:clynch(@goulstonstorrs.com

Joseph P. Davis III
Email: davisjo@gtlaw.com;

Erika Morabito
Email: emorabito@foley.com

Elizabeth M. Simon
Email: esimon@eckertseamans.com

Gine Barbieri
Email: GBarbieri@mirickoconnell.com

Michael Goldberg
Email: goldberg(@casneredwards.com

Ivan Gold
Email; igold@allenmatkins.com

Jennifer L. Hertz
Email: Jennifer.L.Hertz@usdoj.gov




Joseph Nappi
Email; inappi@phoenixmanagement.com

Heath B. Kushnich
Email: KushnickH@gtlaw.com

Mitchell B. Arden
Email: MARDEN@phoenixmanagement.com

Peter Bilowz
Email: pbilowz{@goulstonstorrs.com

James P. Ponsetto
Email: Ponsettoj(@gtlaw.com

Richard Levy
Email: RICHARD.LEVY@lw.com

Thomas Elkind
Email: telkind@foley.com

HBdocs - 10622951v5



=N

u] ‘dnoax)
apse)) » yueydafy $139SNYIESSBIA 10] SIdAME]

€607T°568°998°1/STH8'09¢ 911" -Xed
LLIY'LLLOTY/OLSE 09891 TP L
D9109S #DNST UOSIA| uuy-eleg
d49¢€Ty -#DNST sewjes uyor
d6161E#DNST eI Yjouuayf

v 1T HSW OLRIuQ “0juoIo]
006C %X0d 'O'd

006T 2ng 10218 Leg €¢¢
anua)) IpIR[APY Arg
dTT13P{IE[Y UBUIIH

(Z10T 0€ AYVANVE A TAVNINLTY)
NOLLOW A0 dDILLON

0JUOIO | J€ PASUSWLO0I SUIPaadol]

LSI'T TVIDYINWINOO
- HOLLSAL A0 LIdN10D 40ddAs
OIYVINO

PASLI9ELOT - SO0PHH

(SYOLIAd 1T YALAVHD»

AHL) OLTYIH «V» ATAAIHDS NO LLSIT STINVIINOD FHL O.L LOAISTI HLIM NOISIAIA NYALSVH SLLASAHOVSSVIA 4O
LONRLLSIA AHL 04 LIN0D ADLANWINVE SALV.LS AALINN THL NI NIDIVL SONIAAID0Ud NIVLIAD A0 HALLVIN AHL NI ANV

AAANTINY SV ‘9€-D ‘6861 "D'SY ‘LOV INANAONVIIYY SYOLIATID STAINVAINOD THL 40 YALLVIN HH.L NI

TD00-6LT6-11-AD *"ON 3[4 }N0))



TAB



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. 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 “ELEPHANT & CASTLE GROUP” OR 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. C-36, AS AMENDED

SECOND REPORT OF THE INFORMATION OFFICER

January 26, 2012



Table of Contents

BACKGROUND. ..ottt ettt st b et st en e n e b e -2-

PURPOSE ... ..ottt ettt sttt -3-

THE E&C DEBT STRUCTURE .......coiiiiiiiiee et -4 -

ACTIVITIES OF THE INFORMATION OFFICER ......ccoooiiiiiiiiiiccteieeecec s -5-

STALKING HORSE SALES PROCESS........cooiiiotiieiiieteeereces et -6-

CASH COLLATERAL ORDERS .......ocoiiiiiietiie ettt -7-

BIDDING PROCEDURES ORDER ........ccocviiiiitieieieieerieie ettt s -9-

RESULTS OF THE STALKING HORSE SALES PROCESS .........cccoiiiiiiiininiicicienciien -11-

CANADIAN LANDLORDS ..ottt abs s -13-

PAYMENT OF PROCEEDS .......oooiiiititiieeeteee ettt en s -15-

REPECHAGE ..ottt ettt e -16-

SUMMARY AND CONCLUSION ..ottt sttt -17 -

Appendices

A First Report of the Information Officer dated November 29, 2011 (without
appendices)

B Initial Recognition Order

C Supplemental Order

D Stalking Horse Agreement

E Bidding Procedures Motion (without exhibits)

F Initial Cash Collateral Order dated June 30, 2011

G Final Cash Collateral Order dated December 21, 2011

H Bidding Procedures Order dated December 21, 2011

I Endorsed Order of the U.S. Court dated January 23, 2012

J Form of Sale Approval Order

K Form of Lease Extension Order

L King West Objection dated January 20, 2012



17
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.

-12-



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.
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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

A9



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:

14



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
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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
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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)
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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
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