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INTRODUCTION

1. On March 31, 2011, Priszm Income Fund, Priszm Canadian Operating Trust,
Priszm Inc. and Kit Finance Inc. (collectively, the “Applicants”) made an
application under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-
36, as amended (the “CCAA”), and an initial order (the “Initial Order”) was
made by the Honourable Mr. Justice Morawetz of the Ontario Superior Court of
Justice (Commercial List) (the “Court”) granting, inter alia, a stay of proceedings
against the Applicants until April 29, 2011, (the “Stay Period”) and appointing
FTI Consulting Canada Inc. as monitor (the “Monitor”). The Initial Order also
extended the benefits of the protections and authorizations provided by the Initial
Order to Priszm LP (together with the Applicants, the “Priszm Entities”). The
proceedings commenced by the Applicants under the CCAA will be referred to
herein as the “CCAA Proceedings”.



On April 29, 2011, the Honourable Madam Justice Mesbur granted an amended
and restated initial order (the “Amended Initial Order”) and granted an order
extending the Stay Period to June 30, 2011.

The purpose of this, the Monitor’s Second Report, is to inform the Court on the

following:

@ The notice of motion filed by Olymel Société en Commandite
(“Olymel™), a Critical Supplier, returnable on a date to be fixed (the
“Olymel Motion”);

(b) The expiry of the DIP Amendment;

(©) The receipts and disbursements of the Priszm Entities for the period
April 18 to May 22, 2011,

(d) The Priszm Entities’ revised cash flow forecast for the period May 23
to July 3, 2011 (the “May 24 Forecast”);

(e) The Priszm Entities’ request for approval of the sale of 204 store
locations to Soul Restaurants Canada Inc. (“Soul”), an affiliate of Soul
Foods Group, a U.K. based franchisee of YUM! Restaurants
International pursuant to the Amended and Restated Asset Purchase
Agreement dated May 17, 2011 between Soul, Priszm LP and Priszm
Inc. (the “Soul APA”) and for authorization to make certain payments
from the proceeds of the transaction contemplated by the Soul APA
(the “Soul Transaction”) and the Monitor’s recommendation on the

foregoing;

()] The Priszm Entities request for approval of the Occupation Agreement
and the Transition Services Agreement, each as hereinafter defined,

and the Monitor’s recommendation thereon;



(9)

(h)

(i)

)

The Priszm Entities request for an Order assigning certain leases to
Soul in connection with the Soul Transaction pursuant to section 11.3
of the CCAA (the “11.3 Motion”) and the Monitor’s recommendation

thereon;

The Priszm Entities’ request for approval of a marketing process for
the business and assets of the Priszm Entities in respect of those
locations that are not located in Ontario or British Columbia and are
not subject to the Soul Transaction (the “Marketing Process”) and the

Monitor’s recommendation thereon;

The Priszm Entities’ request for approval, nunc pro tunc, of the
engagement of Canaccord Genuity Corporation (*“Canaccord
Genuity”), pursuant to an engagement letter signed February 10, 2011
(the “Canaccord Genuity Engagement Letter”) and the Monitor’s

recommendation on the foregoing; and

The Priszm Entities’ request for authority to reallocate certain amounts
forfeited on the resignation of participants of the key employee
retention plans (the “KERPSs”) to other KERP participants and for
discretionary authority, subject to the prior consent of the Monitor, to
utilize amounts forfeited by any future resignations of participants of
the KERPs for additional KERP payments and the Monitor’s

recommendation on the foregoing.



In preparing this report, the Monitor has relied upon unaudited financial
information of the Priszm Entities, the Priszm Entities’ books and records, certain
financial information prepared by the Priszm Entities and discussions with the
Priszm Entities” management. The Monitor has not audited, reviewed or
otherwise attempted to verify the accuracy or completeness of the information.
Accordingly, the Monitor expresses no opinion or other form of assurance on the
information contained in this report or relied on in its preparation. Future oriented
financial information reported or relied on in preparing this report is based on
management’s assumptions regarding future events; actual results may vary from

forecast and such variations may be material.

Unless otherwise stated, all monetary amounts contained herein are expressed in
Canadian Dollars. Capitalized terms not otherwise defined herein have the
meanings defined in the affidavit of Deborah Papernick, Chief Financial Officer
of the Priszm Entities, sworn March 30, 2011, and filed in support of the CCAA
application (the “Papernick Affidavit”), previous reports of the Monitor, the
Amended Initial Order or in the affidavit of Ms. Deborah Papernick sworn May
24, 2011 and filed in support of the Priszm Entities’ motion (the “May 24
Affidavit”). Copies of Court orders and other materials in respect of the CCAA
Proceedings  are available on the Monitor’s ~ Website at

http://cfcanada.fticonsulting.com/priszm.

THE OLYMEL MOTION

6.

The Initial Order created the Critical Supplier Charge which ranks in priority to
the DIP Lender’s Charge, the Director’s Charge and the pre-filing secured
indebtedness of Prudential. On April 25, 2011, a motion was served on behalf of
Olymel seeking inter alia to amend the terms of the Initial Order relating to
Critical Suppliers or, in the alternative, requiring the imposition of terms similar
to those typically found in DIP lending agreements and the appointment of a

“Critical Supplier Committee” at the cost of the estate.
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Subsequently, at the request of the Monitor, the Monitor and its counsel, counsel
to the Priszm Entities, counsel for Olymel and counsel for one additional critical
supplier that had indicated support for certain aspects of the Olymel Motion met
to discuss the matters raised in the Olymel Motion and to determine whether a
basis existed to address the concerns of the two Critical Suppliers without the
need for the Olymel Motion to be argued. A further meeting has been scheduled
among the same parties for June 3, 2011, and no return date in respect of the

Olymel Motion has been set.

EXPIRY OF THE DIP AMENDMENT

8.

The DIP Amendment expired on its terms on May 20, 2011. While there have
been discussions with Prudential in respect of an extension of the DIP
Amendment, to date no extension has been agreed. However, the Priszm Entities’
cash flow forecasts, as described later in this report, show that the Priszm Entities’
do not anticipate a need for any advances under a DIP facility in the period of the

forecasts.

RECEIPTS & DISBURSEMENTS FOR APRIL 18 TO MAY 22, 2011

9.

The Priszm Entities’ actual cash flow on a consolidated basis for the period from
April 18 to May 22, 2011, was approximately $2.7 million better than the April
20 Forecast filed as Appendix A to the Monitor’s First Report, as summarized

below:



Forecast Actual | Variance |
$M $M $M™m |
Receipts:
Sales 42,016 41,811 (205)
Other 438 282 (156)
Total Receipts 42,454 42,093 (361)
Disbursements:
Store costs 27,372 26,279 1,093
Occupancy costs 4,108 3,707 401
IT 345 95 250
Fixed asset vendors 229 162 67
Repairs & maintenance 661 317 344
Marketing 518 317 201
Other vendors 1,970 1,589 380
Royalties 0 0 0
Co-op marketing 1,186 892 294
Legal fees 21 22 Q
Bank fees 215 132 84
Interest 0 0 0
Sales taxes 2,213 2,554 (341)
Legal & professional fees 1,658 1,398 259
Other 5 3 3
Total Disbursements 40,499 37,467 3,032
Excess of Receipts over Disbursements 1,955 4,626 2,672
Opening Cash 13,990 13,990 0
Closing Cash 15,945 18,617 2,672
Reversal of prior "funds not available" 897 897 0
Funds not available (889) (986) (97)
( 15,953 18,528 2,575

10.  Explanations for the key variances in actual receipts and disbursements as

compared to the April 20 Forecast are as follows:

@) The positive variance in Store costs arises from lower than forecast
payroll costs and distributor costs and is believed to be a permanent

saving;

(b) The positive variance in Occupancy costs is a timing difference in

respect of utility payments where invoices have not yet been received,;
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(c) The positive variance in IT costs is a combination of a permanent
variance of $103,000 related to the non-payment of pre-filing portions
of an invoice and a timing difference of $147,000 which will reverse

in future periods;

(d) The positive variance in Repairs and Maintenance is a combination of
a permanent variance of approximately $100,000 and timing

differences arising from terms being provided by certain vendors;

(e) The positive variance in Marketing is a permanent variance arising
from expenses included in the cash flow related to direct mail

promotional programs that were not incurred;

()] The positive variance in Other Vendors is attributed to lower than
forecast costs during the period and a timing difference of

approximately $280,000 with respect to the payment of property taxes;

(9) The positive variance in Co-op marketing costs is a permanent
variance arising as a result of the inadvertent inclusion in the forecast
of part of an invoice that related to pre-filing amounts which were not

paid as provided for in the Initial Order;

(h) The negative variance in Sales Taxes arises due to a lower input tax
credit in the current period; and

Q) The positive variance in Legal and Professional Fees is a timing

difference that will reverse in future periods.

REVISED CASH FLOW FORECAST TO JULY 3, 2011

11.  The May 24 Forecast is attached hereto as Appendix A and shows a minimum
cash balance of approximately $10.5 million in the period May 22 to July 3, 2011.
The May 24 Forecast is summarized below:
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$M
Receipts:

Sales 86,785
Other 500
Total Receipts 87,285

Disbursements:
Store costs 54,307
Occupancy costs 11,507
IT 828
Fixed asset vendors 1,026
Repairs & maintenance 1,271
Marketing 1,740
Other vendors 4,296
Royalties 4,310
Co-op marketing 4,047
Legal fees 541
Bank fees 406
Interest 0
Sales taxes 7,924
Legal & professional fees 2,699
Other 495
Total Disbursements 95,395
Excess of Receipts over Disbursements (8,110)
Opening Cash 18,527
Closing Cash 10,417
Reversal of prior "funds not available 985
Funds not available (914)
( 10,489

12.  The major changes in the underlying assumptions in the May 24 Forecast as

compared to the April 20 Forecast are as follows:
@ Payroll costs have been reduced to reflect recent cost levels;
(b) Chicken costs have been reduced by 2% to reflect recent cost levels;

(©) Royalty payments have been included for amounts arising in the
period commencing May 21, 2011, as the deferral of royalties expires
on May 20, 2011.
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13. In addition to the May 24 Forecast, which assumes status quo for operations and
no closing of the Soul Transaction, the Priszm Entities have prepared a cash flow
forecast for the period May 22 to July 3, 2011 assuming that the Soul Transaction
closes in the week ended June 5, 2011 (the “May 24 Soul Closing Forecast”). A
copy of the May 24 Soul Closing Forecast is attached hereto as Appendix B.

THE SOUL TRANSACTION

14.  Capitalized terms not otherwise defined in this section of the Report have the

meaning ascribed to such terms in the Soul APA.

15. As described in the Papernick Affidavit, on December 11, 2010, Priszm LP and
Priszm Inc. entered into an asset purchase agreement with Soul Restaurants
Canada Inc. (formerly 7716443 Canada Inc.) for the sale of 232 restaurants
(subsequently reduced to 231) in Ontario and British Columbia® for an aggregate
purchase price of approximately $46.4 million before purchase price adjustments
as provided for in the agreement (the “December Soul APA”). The December
Soul APA was subject to several conditions, including due diligence, financing,
obtaining a minimum number of lease assignments, the consent of the Franchisor

and Prudential and, if necessary, Unitholder approval.

16.  The sales process which ultimately resulted in the execution of the December
Soul APA is described in the May 24 Affidavit.

! The 231 stores in fact included 4 stores located in Hull and Gatineau, Quebec
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17.

18.

-10 -

Since the execution of the December Soul APA the parties had been working to
clear conditions in order that the transaction could be closed. However,
immediately before the commencement of the CCAA Proceedings, Soul requested
a significant reduction to the purchase price. Since all of the conditions precedent
to closing in the December Soul APA had not been satisfied at that time, the
Priszm Entities and Soul engaged in extensive negotiations which resulted in a
purchase price reduction of approximately $2.4 million and a reduction of $1.1
million in the Closing Date Current Assets Amount, with 27 fewer Outlets being
included in the transaction, the deposit being increased by $1 million and a
number of conditions being removed or amended to reduce closing risk. On May
17, 2011, the Soul APA was executed.

The key provisions of the Soul APA, certain matters relating to the proceeds of
sale and the Monitor’s comments with relation to the foregoing are provided

below.

THE SouL APA

19.

The key terms of the Soul APA, a copy of which is attached as Exhibit A to the
May 24 Affidavit, are summarized as follows:

@ The transaction includes 38 stores in British Columbia, 162 stores in
Ontario and 4 stores in Quebec, including the Vendor’s interest in the
Leases and Leased Premises, the related Franchise Agreements,
equipment, Trade Fixtures, Inventories, Accounts Receivable, Prepaid
Expenses and Restaurant Cash Float;



(b)

(©)

(d)

()
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The Leases shall be assigned to the Purchaser on consent of the
Landlord where such consent is required. For any Lease where
Landlord Consent is not obtained prior to Closing, commercially
reasonable efforts shall be used to obtain either such Consent or an
Order of the Court assigning such Lease within six months of Closing.
In the period from Closing to the date of assignment, the Vendor shall
hold the Lease in trust for the Purchaser and the Purchaser shall
occupy the location pursuant to the Occupation Agreement (as defined

later in this report);

To the extent that less than 95% (194) of the Leases are not assigned
within six months of Closing, the Lease is terminated or the Purchaser
is evicted prior to an assignment of the Lease becoming effective, the
Purchase Price will be reduced by the amount of the Purchase Price

allocated to the non-assigned Outlets and refunded to the Purchaser;

The Purchase Price is $42,824,000, subject to adjustments in respect of
Leases not assigned as described above and post-closing adjustment in
respect of Current Assets. The Purchase Price is comprised of $39.5
million plus $408,000 related to franchise renewal fees previously paid
by the Priszm Entities, $116,000 equal to the price of the UPGC
Shares plus $2.8 million being the Closing Date Currents Assets

Amount;

A deposit of $3 million has been paid by the Purchaser and is held by
the Monitor. The Deposit is refundable only in the event that the
Vendor does not perform and comply with certain of the terms and
conditions of the Soul APA, including the execution and delivery of
documents contemplated or required under the Soul APA or if the
conditions precedent for the mutual benefit of the Vendor and the

Purchaser are not satisfied or waived;



()

(9)
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The Closing Date shall be the first Monday after the Sale Approval
Order is issued or such other date not later than May 31, 2011 as may
be agreed by the parties; and

The Purchaser shall offer employment effective as of the Closing Date
to the Designated Employees, being the employees currently employed
by the Vendor at the Outlets, the managers employed by the General
Partner with respect to the Outlets, and the Regional Directors of
Operations, Area Managers, and Field Training Leaders employed by
the General Partner with respect to the geographic area in which the
Outlets are situated, and the Purchaser shall recognize the service to

the Vendor of the Designated Employees for all purposes.

20.  The Soul APA is subject to a number of conditions, as follows:

(a)

For the exclusive benefit of the Purchaser, to be fulfilled or performed

on or before the Closing Date:

Q) the Vendor shall deliver or cause to be delivered to the
Purchaser all keys, entry devices and pass codes with
respect to the Purchased Assets including combinations to
any locks or vaults; provided that all keys, entry devices
and pass codes in the possession of Transferred Employees

shall be deemed to have been delivered to the Purchaser;

(i) the representations and warranties of the Vendor shall be,
to the best of the Vendor’s knowledge, information and
belief, true and correct in all material respects, subject to
the CCAA process, as of the Closing Date with the same
force and effect as if such representations and warranties
were made on and as of such date. However, (i) if a
representation and warranty is qualified by materiality or



(b)

-13-

Material Adverse Effect, it must be true and correct in all
respects after giving effect to such qualification and (ii) if a
representation and warranty speaks only as of a specific

date it only needs to be true and correct as of that date; and

(iii)  the Vendor shall have performed and complied with all of
the terms and conditions in the Agreement on its part to be
performed or complied with at or before the Closing and
shall have executed and delivered or caused to have been
executed and delivered to the Purchaser at the Closing all
the documents contemplated or required to be so executed
and delivered in the Soul APA.

For the exclusive benefit of the Vendor, to be fulfilled or performed on
or before the Closing Date (other than item (i) which shall be fulfilled

or performed on or before the Condition Date):

Q) the Vendor shall have received evidence satisfactory to the
Vendor that the Purchaser has and will have at Closing all

funds on hand necessary to pay the Purchase Price;

(i) the representations and warranties of the Purchaser shall be
true and correct in all material respects as of the Closing
Date with the same force and effect as if such
representations and warranties were made on and as of such
date. However, (i) if a representation and warranty is
qualified by materiality or Material Adverse Effect, it must
be true and correct in all respects after giving effect to such
qualification and (ii) if a representation and warranty
speaks only as of a specific date it only needs to be true and
correct as of that date; and



(©)

(iii)
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the Purchaser shall have performed and complied with all
of the terms and conditions in the Agreement on its part to
be performed or complied with at or before the Closing and
shall have executed and delivered or caused to have been
executed and delivered to the Vendor at the Closing all the
documents contemplated required to be so executed and

delivered in this Agreement.

For the mutual benefit of the Vendor and the Purchaser, to be fulfilled

or performed, on or before the Closing Date (other than items (ii) and

(iii) which shall be fulfilled or performed on or before the Condition

Date):

(i)

(i)

(iii)

the Sale Approval Order shall have been issued and entered
by the Court either (i) in the form attached as Schedule “H”
to the Soul APA, which the Parties acknowledge is
satisfactory, or (ii) in a form which is not more adverse to
the Purchaser, acting reasonably, and shall not be subject to

a stay;

the Parties shall have received evidence, satisfactory to the
Vendor and the Purchaser, acting reasonably, of the consent
of Prudential to the transaction contemplated in the Soul
APA; and

the Purchaser and the Franchisor shall have (i) entered into
a new franchise agreement or (ii) have executed an
agreement assigning the Master Franchise Agreement as it
relates to the Outlets and the Franchise Agreements for
each of the Outlets to the Purchaser, each in form and
substance satisfactory to the Parties acting reasonably, and

the Franchisor shall have provided its consent to such



21.

22,

23.
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assignment conditional upon completion of the transaction
and any payments to the Franchisor contemplated by the
Sale Approval Order in form and substance satisfactory to

the Parties acting reasonably.

As evidence of financing, Soul has provided a copy of a commitment letter from
Bank of Montreal and Soul’s counsel has confirmed that it holds in its trust
account adequate funds to fund the balance of the Purchase Price, after taking into
account the advances to be received from Bank of Montreal under its funding
commitment, under the Soul APA. Soul’s counsel has further confirmed that its
instructions are that such funds are to be held in the trust account and that such
portion of such funds as are required to satisfy the Purchase Price, after taking
into account the advances to be received from Bank of Montreal under its funding
commitment, shall be paid to the Monitor upon the successful completion of the
purchase transaction contemplated in the Soul APA. Soul’s counsel has also
confirmed that such instructions are not subject to any other conditions being met
and that their clients have agreed such instructions will not change if the
transaction contemplated by the Soul APA is completed in accordance with its
terms. The Priszm Entities have informed the Monitor that relying on the
foregoing, the condition in respect of evidence of financing described earlier in

this report has been satisfied.

The Franchisor, the Priszm Entities and Soul have entered into a consent
agreement, effective on Closing (the “Franchisor Consent Agreement”), a copy
of which is attached hereto as Appendix C without certain Exhibits that are
deemed confidential by one or more of the parties. Priszm LP, Priszm Inc. and
Soul have entered into assignment agreement, effective on Closing, a copy of

which is attached as Exhibit 1to the Franchisor Consent Agreement.

The Parties have received satisfactory evidence of the consent of Prudential to the

transaction contemplated in the Soul APA.
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TREATMENT OF CLOSING PROCEEDS

24,

It is proposed that the Purchase Price of $42,824,000, less the deposit of
$3,000,000 already held by the Monitor, be paid to the Monitor on closing. There
are a number of potential claims to the Purchase Price and a number of payments
to be made from the Purchase Price or from operating cash flow on or following

Closing, as described below.

Potential Refunds to Soul

25.

26.

27.

Pursuant to the Soul APA, a reimbursement of the Purchase Price will be due to
Soul to the extent that:

@) Less than 95% (194) of the Leases are not assigned within six months
of Closing or the Lease is terminated or the Purchaser evicted prior to

an assignment becoming effective; and

(b) The Current Assets are determined from the Current Assets Statement
(prepared within 30 days of the Closing Date) to be less than
$2,800,000.

The Priszm Entities have informed the Monitor that as at May 24, 2011, 38
executed Landlord Consents have been received and a further 94 notices of
assignment have been issued in respect of Leases which can on their terms be
assigned on notice without consent (the “Notice Leases”). The Priszm Entities
have also informed the Monitor that a form of consent has been agreed for
execution on Closing in respect of 14 additional Leases, with a “comfort letter”
confirming that the consent will be provided on Closing having been provided by

the Landlords for 11 of those Leases.

Based on the provisions of the Soul APA, the Monitor calculates that the
maximum potential Purchase Price reduction in respect of failure to assign
Leases, assuming that only the Notice Leases and those Leases for which signed

consents have already been obtained are ultimately assigned, is $12.9 million.
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28.

29.

30.
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The Priszm Entities have served a Notice of Motion, returnable on the same date
as the motion for approval of the Soul Transaction, for an Order under section
11.3 of the CCAA assigning the rights and obligations of the Priszm Entities
under the Leases for which no acceptable form of consent has yet been agreed or
for which no comfort letter has been provided. To the extent that the Priszm
Entities are successful in their motion, such Leases would be assigned on Closing
and there would be no Purchase Price reduction in respect of the failure to assign

leases.

It is not possible to calculate at this time what the Current Assets Purchase Price
Adjustment may be. Accordingly, the full amount of the Currents Assets Closing
Amount, being $2.8 million, will be held pending adjustment in accordance with
the terms of the Soul APA.

In addition to the potential refunds under the Soul APA, refund obligations exist
under the Occupation Agreement. The Priszm Entities have calculated the
maximum potential refund under the Occupation Agreement as approximately
$0.8 million.

Payments to the Franchisor

31.

32.

The Master Franchise Agreement provides that on a transfer of an Outlet, the
Franchisor is entitled to be paid all accrued monetary obligations owing by the
Franchisor plus a transfer fee of US$5,400 per store, to a maximum aggregate

transfer fee of US$1 million (the “Transfer Fee”).

As a condition of its consent to the assignment of the Franchise Agreements or the
granting of a new Franchise Agreement, which is a condition precedent to the
Soul APA, the Franchisor has demanded that the following amounts be paid out
of the proceeds of the transaction that are accrued to May 15, 2011, plus the
amounts accruing from May 16, 2011 to the Closing Date (not to exceed $1.5
million), which it is estimated will be approximately $650,000:
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|| Principle Interest to Taxes Total
Amount 31/3

Pre-Filing Amounts:

Royalty on stores in APA $4,463,437.42 $136,689.22 $571,837.37 | $5,171,964.01
Royalty on stores in former APA $330,388.41 $10,047.28 $42,271.00 $382,706.69
Royalty on other ON/BC stores $71,693.32 $2,377.31 $9,320.13 $83,390.77
Other amounts $237,259.71 $8,773.86 $16,855.03 $262,888.60
[[Total Pre-Filing Amounts $5,102,778.86 $157,887.67 $640,283.54 | $5,900,950.07
Post-Filing Amounts: $0.00
Royalty on stores in APA $1,387,942.14 $177,715.81 | $1,565,657.95
Royalty on stores in former APA $107,817.13 $13,784.50 $121,601.63
Royalty on other ON/BC stores $21,018.05 $2,732.35 $23,750.39
Other amounts™ $118,785.67 $8,930.74 | $127,716.41
||T0ta| Post-Filing Amounts $1,635,562.99 $0.00 $203,163.40 | $1,838,726.39
[[Transfer Fees $975,799.96 $125,109.38 | $1,100,909.34
||T0ta| $7,714,141.81 $157,887.67 $968,556.32 | $8,840,585.80

YIncludes call center and training costs

33.

The Monitor has been informed that the Priszm Entities, the Purchaser and
Prudential have agreed to the aforementioned payments to the Franchisor in order
to obtain the consent to the assignment of the Franchise Agreements in
satisfaction of the condition precedent to the Soul APA regarding Franchise

Agreements.

Potential Landlord Claims

34.

Scott’s REIT (“SREIT”) is the Priszm Entities’ major landlord with 181 leases,
of which 63 are subject to the Soul Transaction. SREIT has alleged a claim that
the wording of their leases is such that in the event that the Priszm Entities
undertake a transaction that includes a payment for the assignment of leases,
SREIT is entitled to such proceeds and that the proceeds are to be held in trust for
the benefit of SREIT. The Priszm Entities and Prudential dispute this claim,
which is as yet not the subject of a motion before this Honourable Court. The
leases of a number of other landlords have language similar to that contained in
the SREIT leases, though, to the Monitor’s knowledge, as at the date of this report

none have advanced the same claims as SREIT.
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35.

36.

37.

38.
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The Priszm Entities have agreed that a portion of the proceeds of the Soul
Transaction will be held by the Monitor pending further order of the Court.

SREIT have requested that $12.2 million be held pending further order of the
Court, without duplication of amounts held in respect of any potential purchase
price reduction in connection with a failure to assign leases. The Monitor
understands that this amount is calculated by dividing $39.5 million of the
Purchase Price by the number of Outlets subject to the Soul Transaction (204) and

multiplying by the number of such Outlets that are subject to SREIT leases.

Schedule F to the Soul APA includes a purchase price allocation by Outlet. The
Monitor understands that Schedule F to the December Soul APA was agreed
between Soul and the Priszm Entities at a time where there was no knowledge of
the potential claims of landlords. Schedule F to the Soul APA has been prepared
by the Priszm Entities by making pro rata adjustments to the original Schedule F
to reflect the reduced Purchase Price. Accordingly, the allocation of the Purchase
Price between the Outlets does not appear to have been influenced by knowledge
of the potential claims of landlords. Schedule F allocates no value to the lease
interest but does allocate value to each of leasehold improvements, equipment,

franchise rights and goodwill.

For the various categories of leases that are subject to the Soul Transaction, the
Monitor has calculated the amount of the Purchase Price related to the associated
Outlets using the Purchase Price allocation from Schedule F to the Soul APA and

using the pro-rata method used by SREIT as follows:
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Consideration Clause No Clause Total
#| Sched F | ProRata #| Sched F | ProRata #| Sched F | ProRata
$M M M $M $M $M

SREIT Notice 32 4.7 6.2 0 0.0 0.0 32 4.7 6.2
Other Notice 14 6.0 2.7 48 9.9 9.3 62 15.9 12.0
Total Notice 46 10.7 8.9 48 9.9 9.3 94 20.6 18.2
SREIT Consent |[ 31 5.2 6.0 0 0.0 0.0 31 5.2 6.0
Outstanding
Other Consent 16 3.6 3.1 25 4.1 4.8 41 7.7 7.9
Outstanding
Total Consent || 47 8.8 9.1| 25 4.1 48l 72 12.9 13.9
Qutstanding
SREIT Consent 0 0.0 o0 o 0.0 oo o 0.0 0.0
Received
Other Consent 5 0.5 1.0 33 5.5 6.4 38 6.0 7.4
Received
Total Consent 5 0.5 1.0 33 5.5 6.4 38 6.0 7.4
Received
Total SREIT 63 9.9 122 O 0.0 0.0]] 63 9.9 12.2
Total Other 35 10.1 6.8|| 106 19.5 20.5 141 29.6 27.3
Total 98 20.0 19.0|[ 106 19.5 20.5( 204 39.5 39.5
39. Using the greater of the allocation contained in Schedule F to the Soul APA or the

pro-rata calculation for each category of leases as set out above, the Monitor
calculates that a total of approximately $22.8 million (highlighted in the table
above) of the Purchase Price relates to the Outlets with leases that have been
identified as having clauses similar to those on which SREIT appears to base its
claim, inclusive of the $12.2 million related to Outlets with an SREIT lease. Of
this amount, approximately $8.8 million is the maximum possible purchase price

reduction relating to leases requiring consent for assignment which consent has

not yet been executed at the date of this report.
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Payments to Critical Suppliers

40.

41.

42.

As part of its ongoing monitoring of the receipts and disbursements of the Priszm
Entities, the Monitor has been reviewing the status of payments to Critical
Suppliers. Nothing has come to its attention to suggest that such payments have
not been in compliance with the terms of the Amended Initial Order. Based on
the outstanding invoices and the May 24 Forecast, the Monitor estimates that as at
May 29, 2011, approximately $11.4 million will be accrued and owing to Critical
Suppliers for post-filing supply.

The Priszm Entities have informed the Monitor that it is their intent, if the Soul
Transaction Closes, to pay the outstanding post-filing Critical Supplier invoices

within one week of the Closing Date from cash on hand.

In the event that the Soul Transaction closes and once the amounts owing to
Critical Suppliers for post-filing supply up to the Closing Date have been paid, the
Monitor estimates, based on the May 24 Soul Closing Forecast, that the maximum
amount of liabilities subject to the Critical Supplier Charge would be reduced to
approximately $5.3 million, primarily as a result of the reduction in the number of

outlets being operated by the Priszm Entities.
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THE MONITOR’S COMMENTS

The Soul Transaction

43.

44,

As described in the May 24 Affidavit, the sales process that led to the execution
of the December Soul APA was carried out in the fall of 2010, many months
before the commencement of the CCAA Proceedings. While the Priszm Entities
took steps to try to identify and canvass an extensive range of potentially
interested parties, there did not appear to be any significant public disclosure
regarding the acquisition opportunity. Furthermore, at that time, interested parties
may have believed that there were restrictions on what was available for sale as
the Priszm Entities intent was to sell only a portion of their locations, pay down
debt and restructure around a reduced number of stores. In addition, the process
focussed only on a sale for existing use and did not involve parties that may have
been interested in acquiring assets for alternate use.

Since the commencement of the CCAA Proceedings, a number of parties have
expressed interest in exploring a potential acquisition of the assets subject to the
Soul Transaction. Given the exclusivity enjoyed by Soul pursuant to the
December Soul APA (which exclusivity expired only on termination of the
December Soul APA by the Priszm Entities on May 13, 2011), the Priszm Entities
have not been able to explore whether there is any possibility that an alternate
buyer may be prepared to pay a higher price for the assets subject to the Soul
APA. Accordingly, given the limitations of the process that led to the December
Soul APA, in considering the Priszm Entities’ request for approval of the Soul
APA, the Monitor considered the benefits of the Soul APA against the potential
benefits and risks associated with remarketing the assets.



45.

46.

47.
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The Monitor has considered the Purchase Price in comparison to the non-binding
expressions of interest received in connection with the Marketing Process for the
locations not part of the Soul Transaction. Based on that comparison, the Monitor
is of the view that the Purchase Price under the Soul APA is reasonable. The
Monitor is also of the view that disclosure of those expressions of interest or of
the comparative analysis could be highly detrimental to the ongoing Marketing
Process. Accordingly, that analysis is contained in confidential Appendix D to

this report for which the Priszm Entities are seeking a Sealing Order.

Given the limited conditions of the Soul APA, the evidence of financing provided
by Soul and the satisfaction of the conditions precedent related to the consents of
Prudential and the Franchisor, the Priszm Entities believe that there is a relatively

low degree of closing risk. The Monitor concurs.

While it is possible that a higher realization could potentially be achieved if the
assets were remarketed, doing so would give rise to additional delay and expense
and bears the risk that no offers may be received following a remarketing or that
future offers may be lower. While a “stalking-horse” process would provide the
opportunity to remarket the assets while protecting against the down-side risk of a
lower price, Soul has informed the Priszm Entities that is not prepared to act as a
stalking-horse.
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Closing of the Soul APA would result in the continuation of going concern
operations at 204 restaurants. This would preserve approximately 3,100 jobs,
provide the landlords of those locations with a replacement tenant and provide
ongoing business opportunities for suppliers. The Monitor is of the view that
notwithstanding the possibility that a higher purchase price may be achieved if the
assets subject to the Soul APA are remarketed, the benefits that the Soul
Transaction provides outweigh the risks associated with remarketing.
Accordingly, the Monitor is of the view that the Purchase Price is reasonable in
the circumstances and supports the Priszm Entities request for approval of the
Soul APA.

Proposed Payments to the Franchisor

49.

50.

51.

The Priszm Entities and the Monitor have reviewed the calculation of the amounts
claimed by the Franchisor with respect to pre-filing and post-filing continuing
fees, Transfer Fees and other amounts owing under the Master Franchise

Agreement and are satisfied as to the method and accuracy of such calculations.

While the Franchise Agreement provides for the payment of Transfer Fees, the
Company has informed the Monitor that the Transfer Fees have not been paid on
previous sales of stores to existing franchisees of the Franchisor. While the
Monitor understands that Soul is an affiliate of a U.K. based franchisee of the
Franchisor’s affiliates, the Franchisor has taken the position that the Purchaser
itself is not an existing franchisee. Accordingly, the Franchisor is requiring the
payment of the Transfer Fee in respect of the Soul Transaction.

The Franchise Agreement provides for interest on overdue amounts at the rate of
18% per annum. The payments demanded by the Franchisor as a condition of
their consent to the assignment of the Franchise Agreements include interest on
the pre-filing Continuing Fees and other amounts payable up to the date on the
Initial Order.

ﬁFTI'
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As noted earlier in this report, the amount demanded by the Franchisor as a
condition of its consent to the assignment of the Franchise Agreement includes
pre-filing and post-filing arrears relating to Outlets that are not subject to the Soul
Transaction and is therefore not limited to amounts required to “cure” monetary
defaults related to the Outlets.

Potential Landlord Claims

53.

54.

55.

The SREIT claim to proceeds is not currently subject to a motion before the
Court. The Priszm Entities and SREIT have agreed that $12.2 million of the
Purchase Price (being the pro-rata portion of the Purchase Price related to such
Outlets, calculated as $39.5 million multiplied by the number of Outlets subject to
SREIT Leases in the Soul Transaction divided by 204, the total number of Outlets
in the Soul Transaction) will be held by the Monitor pending further Order of the

Court.

As there are additional leases that include provisions similar to the provisions in
the SREIT leases, the Monitor is of the view that proceeds should also be held in
case of claims by other landlords. In that regard, the Priszm Entities have agreed
that the Monitor will hold a further $10.6 million pending further order of the
Court, being the greater of the pro rata amount of the Purchase Price related to
such Outlets and the amount set out in Schedule F to the Soul APA.

The Monitor calculates that of the total of $22.8 million described above, $8.8
million is included in the amount that will be held in respect of potential purchase
price reductions. As the landlords’ claims, if any, could only extend to the
proceeds of sale if they are not refunded to the Purchaser in accordance with the
Soul APA, “reserving” the $8.8 million in addition to the amounts reserved in
respect of the potential Purchase Price reduction would be duplicative and is not

necessary.
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Payments to Critical Suppliers

56.  As the Critical Supplier Charge is secured against the assets subject to the Soul
Transaction and ranks subordinate only to the Administration Charge®, and
having regard to the Priszm Entities cash flow forecasts, the Monitor is of the
view that it is appropriate for the Priszm Entities to pay the outstanding post-filing
Critical Supplier invoices within one week of the Closing Date.

Payments Required under Section 36(7) of the CCAA

57.  The Monitor has reviewed the calculation of amounts payable in respect of the
employees that would be transferred to Soul or whose employment would be
terminated as a result of the Soul Transaction and is satisfied that the payments
referred to in section 36(7) of the CCAA can be made to such employees by the
Priszm Entities from operating cash flow.

Summary of Proceeds to be Held by Monitor

58. If the relief is granted as requested, the proceeds held by the Monitor would be as

follows:

% In respect of assets in the estate. SREIT is also advancing a claim that proceeds are subject to a trust and
therefore do not constitute assets in the estate to which the Court-ordered charges attach.

ﬁFTI'
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M $M
Gross Proceeds 42.8
Payments to Franchisor* (9.5)
Net Proceeds Held by Monitor 33.3
Amounts Required to be Reserved:
Current Asset Adjustment? 2.8
Purchase Price reduction if leases not assigned2’3’5 12.9
Occupation Costs’ 0.8
Additional potential landlord claims* 14.0
Total Reserved (30.5)
Excess 2.8

1Including estimate of $0.65M for amounts accruing from May 16 to Closing
2Potentially repayable to Purchaser under the APA

®Calculated using allocation in Schedule F to APA. Includes $8.8M re potential landlord claims if leases
assigned

“Calculated as described earlier in this report
®Subjuect to adjustment for any additional consents received

THE OCCUPATION AGREEMENT

59. Priszm LP, Priszm Inc. and Soul have entered into an occupation agreement,
effective as of the Closing Date, pursuant to which Soul will occupy and operate
the Outlets subject to the Soul Transaction for which Leases are not assigned on
Closing (the “Occupation Agreement”). A copy of the Occupation Agreement is
attached as Exhibit B to the May 24 Affidavit. Capitalized terms used in this
section of the report that are not otherwise defined are as defined in the

Occupation Agreement.
60.  The key terms of the Occupation Agreement are summarized as follows:

@) Soul is granted a licence to occupy each of the Premises from the

Closing Date to the earlier of:

Q) the date that is six months from the Closing Date;

ﬁFTI'
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(i) the time the relevant Landlord’s consent to the assignment
of the applicable Lease is obtained or the assignment has
been ordered by the Court and such Lease has been

assigned to the Licensee;

(iii)  the time the applicable Lease is lawfully terminated or

expires; and

(iv)  the time the license is terminated in respect of any given
Lease in accordance with the terms of the Occupation

Agreement;

(b) Soul is required to pay to Priszm LP any and all rent, expenses,
occupation costs and other amounts relating to the Premises which
Priszm LP is obligated to pay pursuant to and in accordance with the

Leases;

61. The Occupation Agreement does not purport to release Priszm LP or Priszm Inc.
from any obligations, liabilities or covenants that it has under the Leases.

62.  The Monitor supports the Soul Transaction closing and the Leases being assigned
as quickly as possible. To the extent that the Leases are not assigned on Closing,
because the Priszm Entities do not have acceptable forms of landlord consent and
an order is not made by the Court assigning such Leases pursuant to section 11.3
of the CCAA, the Monitor supports the Priszm Entities’ request for approval of
the Occupation Agreement as a mechanism to ensure that the Soul Transaction
can close, the Outlets can continue to be operated and the employees’ jobs can be
preserved pending the Leases being assigned.
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THE TRANSITION SERVICES AGREEMENT

63.

64.

65.

Priszm LP, Priszm Inc. and Soul have entered into an agreement for the provision
of certain information technology services (the “Transition Services
Agreement”), which agreement is effective on the Closing Date. Capitalized
terms used in this section of this report not otherwise defined are as defined in the

Transition Services Agreement.

The Transition Services Agreement is conditional on its approval by the Court
and approval of the Soul APA. It provides for the provision of the Services by
Priszm LP for the period from the Closing Date to July 22, 2011. Pursuant to the
Transition Services Agreement, Soul will pay for the Services and the provision

of the Services shall be on a no cost basis to Priszm LP.

Given the short period of the Transition Services Agreement and that there should
be no cost to the estate from the implementation of the Transition Services
Agreement and the provision of the Services thereunder, the Monitor supports the

Priszm Entities’ request for approval of the Transition Services Agreement.

THE 11.3 MOTION

66.

67.

In connection with the Soul Transaction, the Priszm Entities have filed a notice of
motion, returnable on May 30, 2011, seeking an Order under section 11.3 of the
CCAA assigning the rights and obligations of the Priszm Entities (for each Lease,
an “11.3 Order”) under the 72 Leases for which executed consents to assign have

as yet not been received from the relevant landlords (the “Outstanding Leases”).

Under the Soul APA, the Priszm Entities have an obligation to use commercially
reasonable efforts to obtain either the landlord’s consent to the assignment or an
11.3 Order. As described earlier in this report, to the extent that the Outstanding
Leases are not assigned, there would be a Purchase Price reduction unless at least
95% of all Leases are assigned.
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72,
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Assuming the Soul Transaction is approved and closes, the majority of stores in
Ontario and British Columbia will be sold and the employees responsible for the
operation of such stores, including the area and regional managers will be
transferred to Soul. In the event that some or all of the Outstanding Leases are not
ultimately assigned, the Priszm Entities would be left with the stores but with no
local management infrastructure to oversee their operation. The senior
management of the Priszm Entities have informed the Monitor that, in their
opinion, the continued operation of stores with Outstanding Leases is unlikely to

be feasible in the event that the Outstanding Leases are not ultimately assigned.

The Monitor is unable to comment on Soul’s business plans or the strength of the
covenant that assignment of the Outstanding Leases would provide to the
landlords in question. However, the Monitor understands that it is Soul’s intention
to continue to operate the same business as is currently operated by the Priszm

Entities at those locations.

While the Monitor understands that SREIT has provided a form of assignment
agreement to the Priszm Entities by which it proposes to consent to the
assignment of it outstanding leases to Soul. The Priszm Entities and SREIT have
not been able to agree to the terms of such agreement. The Monitor supports the
Soul Transaction closing and the Leases being assigned as quickly as possible.

The 11.3 Motion provides an efficient mechanism to achieve that.

The Monitor has not been made aware of any existing monetary defaults under

the Outstanding Leases that could not be remedied by the Priszm Entities.

Accordingly, the Monitor approves of the proposed assignment.
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THE MARKETING PROCESS

73.

74.

75.

76.

77,

78.

79.

As described in the Papernick Affidavit and the Monitor’s First Report, the
Priszm Entities are in the process of seeking offers for the acquisition of the
locations that are not part of the Soul Transaction with the assistance of

Canaccord Genuity.

Potential purchasers were identified and approached by Canaccord Genuity to
determine if they were interested in participating in the Marketing Process and a

“teaser” outlining the opportunity was provided on request.

Those parties who informed Canaccord Genuity that they were interested in
exploring the opportunity to acquire the assets and who executed a confidentiality
agreement in a form satisfactory to the Priszm Entities were provided a

confidential information memorandum and access to a virtual data-room.

Prospective purchasers were informed that they were required to submit a letter of
intent (“Letter of Intent”) on or before March 22, 2011 (the “LOI Deadline”).

The Letters of Intent received were reviewed by the Priszm Entities, in
consultation with Canaccord Genuity, the Proposed Monitor (as it was then) and
Prudential and all parties that submitted a Letter of Intent were invited to proceed
to the next phase of the Marketing Process, other than one party that expressed

interest in only two stores.
A deadline of May 9, 2011, was set as the deadline for binding offers.

Following the commencement of the CCAA Proceedings, several additional
parties contacted the Monitor, the Prism Entities or Canaccord Genuity to express
interest in a potential acquisition of stores. All such parties were invited to
execute a confidentiality agreement and those that did so were provided the

confidential information memorandum and access to the virtual data-room.
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A number of interested parties requested that the May 9 bid deadline be extended
as they needed additional time to complete due diligence and formulate an offer.
As a result of the significant number of additional interested parties that came
forward following the commencement of the CCAA Proceedings and after
consultation with Canaccord Genuity, the Monitor and Prudential, the Priszm
Entities extended the deadline for the submission of binding offers to May 25,
2011 (the “Bid Deadline™).

The Monitor believes that the Marketing Process is fair, transparent and
reasonable in the circumstances. The Monitor therefore respectfully recommends
that the Priszm Entities’ request for approval of the Marketing Process be granted.

THE CANACCORD GENUITY ENGAGEMENT LETTER & SEALING ORDER

82.

83.

As noted earlier in this report, Canaccord Genuity was engaged by the Priszm
Entities pursuant to the Canaccord Genuity Engagement Letter to assist with the
marketing of the business and assets of the Priszm Entities related to those
locations not located in Ontario or British Columbia and that are not subject to the
Soul Transaction. The Priszm Entities now seek an order approving the

engagement of Canaccord Genuity nunc pro tunc.

Canaccord Genuity is a well known and respected provider of investment banking
services. Furthermore, the Monitor is informed that Canaccord Genuity has
previously provided various services to the Priszm Entities. Accordingly,
Canaccord Genuity is familiar with the assets and the industry and is a logical
choice to assist with the Marketing Process.
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The Canaccord Genuity Engagement Letter provides for an engagement fee on
execution (which was paid prior to the CCAA Proceedings) and transaction fees
(the “Transaction Fee”) payable on completion of any Transaction (as defined in
the Canaccord Genuity Engagement Letter) other than the Soul Transaction, with
the amount of the Transaction Fee dependant on the gross proceeds of
Transactions. The engagement fee is to be credited against any Transaction Fee.

The Monitor understands that the fee structure contained in the Canaccord
Genuity Engagement Letter was the subject of significant negotiation with the
Priszm Entities and Prudential. Based on its experience and the circumstances of
this case, the Monitor is of the view that the fees provided for in the Canaccord
Genuity Engagement Letter are consistent with market practice and are

reasonable.

The Canaccord Genuity Engagement Letter provides that it is to be maintained as
confidential. Furthermore, the Priszm Entities and Canaccord Genuity submit that
the terms and conditions of the Canaccord Genuity Engagement Letter are
commercially sensitive and disclosure could adversely impact the Marketing
Process. The Monitor concurs. Accordingly, a redacted version of the Canaccord
Genuity Engagement Letter is attached hereto as Appendix E. The unredacted
Canaccord Genuity Engagement Letter will, of course, be made available to the

Court under appropriate confidentiality arrangements if requested.

Based on the forgoing, the Monitor respectfully recommends that this Honourable
Court grant the Priszm Entities” request for approval of the Canaccord Genuity
Engagement Letter.
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THE KEY EMPLOYEE RETENTION PLANS

88.

89.

90.

As described at paragraphs 102 to 106 of the Papernick Affidavit, prior to the
commencement of the CCAA Proceedings, the Priszm Entities offered 41 key
personnel retention bonuses and created trusts in favour of the KERP participants

to secure the obligations under the KERPs.

On April 29, 2011, the Honourable Madam Justice Mesbur granted an Order
approving certain amendments to the KERPs. Since then, an additional two KERP
participants have resigned and have therefore forfeited their entitlement under the
KERPs. The Priszm Entities continue to have concerns regarding the retention of
key employees and seek discretionary authority, subject to the prior concurrence
of the Monitor, to utilize amounts forfeited by the resignation of KERP
participants to date or in the future to make additional KERP payments. As this
would be a redistribution of amounts already subject to a trust agreement and the
quantum would not be significant to the estate as a whole, the Monitor is of the
view that there would be no adverse impact on creditors of the Priszm Entities if

the Priszm Entities’ request is granted.

Accordingly, the Monitor respectfully recommends that this Honourable Court
grant the Priszm Entities’ request for discretionary authority, subject to the prior
concurrence of the Monitor, to utilize amounts forfeit by the resignation of KERP

participants to date or in the future to make additional KERP payments.
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The Monitor respectfully submits to the Court this, its Second Report.

Dated this 26™ day of May, 2011.

FTI Consulting Canada Inc.

In its capacity as Monitor of

Priszm Income Fund, Priszm Canadian Operating Trust,
Priszm Inc. and Kit Finance Inc.

Nigel D. Meakin Toni Vanderlaan
Senior Managing Director Managing Director
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The May 24 Forecast



Priszm Income Fund
CCAA Cash Flow Forecast
[ May 23, 2011

Amounts in CDN$000's

Week Ended 5/27/11 6/3/11 6/10/11 6/17/11 6/24/11 7/1/11 7/8/11 7/15/11 7/22/11 7/29/11 Total
Priszm Accounting Week Number 2 28 24 25 26 27 28 29 3 3
Receipts
Sales 8,715 8,464 8,056 8,738 9,018 9,760 9,247 8,849 7,949 7,991 86,785.3
Other 50 50 50 50 50 50 50 50 50 50 500.0
Total Receipts 8,765 8,514 8,106 8,788 9,068 9,810 9,297 8,899 7,999 8,041 87,285.3
Disbursements
Store Costs 3,210 7,765 3,587 7,255 3,082 6,962 3,381 7,484 3,893 7,689 54,307.0
Occupancy Costs 354 1,925 448 1,828 350 2,044 355 1,963 253 1,987 11,507.0
IT 31 - 189 155 - - 72 249 36 96 828.0
Fixed Asset Vendors 48 46 278 56 52 58 271 34 86 98 1,025.8
Repairs and Maintenance 61 97 58 217 87 137 153 146 100 214 1,270.9
Marketing 267 430 1 - - 159 261 190 374 58 1,739.7
Other Vendors 572 478 389 249 224 866 366 340 318 494 4,295.6
Royalties - - - - 2,064 - - - 2,246 - 4,309.7
Co-op Advertising 1,324 - - - 1,305 - - - 1,418 - 4,046.8
Legal Fees 135 62 25 81 63 40 120 - 14 2 541.1
Bank Fees 1 169 24 7 1 1 193 7 1 1 405.7
Interest - - - - - - - - - - -
Taxes 2,609 - - - 2,539 - - - 2,776 - 7,923.6
Other Payments - - - - - - - - - - -
Legal and Professional Fees - Restructuring 320 258 258 288 258 258 258 288 258 258 2,699.3
S'Cool Life / WHF - 165 - - - 165 - - - 165 495.0
Total Disbursements 8,931 11,394 5,256 10,136 10,023 10,689 5,429 10,702 11,773 11,062 95,395.2
Net Cash Flow (167) (2,880) 2,849 (1,348) (955) (879) 3,868 (1,803) (3,774) (3,021) (8,109.9)
[A] Adjusted for DIP Financing and Costs
Opening Cash Position (not including "Funds not Available") 18,527 18,518 15,667 18,560 17,068 16,084 15,128 19,049 17,287 13,511 18,527.2
Reversal of previous week's "Funds NOT Available" 985 828 799 756 899 928 1,004 952 911 912 985.3
Net Cash Flow from Operations (167) (2,880) 2,849 (1,348) (955) (879) 3,868 (1,803) (3,774) (3,021) (8,109.9)
Royalties - - - - - - - - - - -
Commitment Fee (Note Amendment Agreement) - - - - - - - - - - -
Issuance Fees (1% of principal amount as per Note Amendment Agreement) - - - - - - - - - - -
Funds NOT Available for Outflow use - Non-RBC/ Cr & Dr Card Dep (828) (799) (756) (899) (928) (1,004) (952) (911) (912) (914) (913.6)
Ending balance in cash before Funding and Interest 18,518 15,667 18,560 17,068 16,084 15,128 19,049 17,287 13,511 10,489 10,489.0
Issuance of Series 2011 Notes (includes minimum cash on hand assumption) - - - - - - - - - - -
Interest on Series 2011 Notes - - - - - - - - - - -
Issuance of Series 2011 DIP Notes - - - - - - - - - - -
Adjusted Cash Position - Forbearance and Financing Costs 18,518 15,667 18,560 17,068 16,084 15,128 19,049 17,287 13,511 10,489 10,489.0
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The May 24 Soul Closing Forecast



Priszm Income Fund
CCAA Cash Flow Forecast
[ May 23, 2011

Amounts in CDN$000's

Week Ended 5/27/11 6/3/11 6/10/11 6/17/11 6/24/11 7/1/11 7/8/11 7/15/11 7/22/11 7/29/11 Total
Priszm Accounting Week Number 2 28 24 25 26 27 28 29 3 3
Receipts
Sales 8,715 3,985 3,624 4,151 4,236 4,555 4,195 4,128 3,251 3,308 44,148
Other 50 50 50 50 50 50 50 50 50 50 500
Total Receipts 8,765 4,035 3,674 4,201 4,286 4,605 4,245 4,178 3,301 3,358 44,648
Disbursements
Store Costs 3,210 13,500 292 2,612 965 3,430 1,723 3,698 1,798 3,759 34,986
Occupancy Costs 354 1,115 343 873 245 901 109 998 164 889 5,991
IT 31 - 189 155 - - 72 249 36 96 828
Fixed Asset Vendors 48 18 109 22 20 23 107 14 34 39 432
Repairs and Maintenance 61 38 23 85 34 54 60 58 39 84 536
Marketing 267 198 0 - - 73 120 88 172 27 945
Other Vendors 572 334 202 122 95 469 176 180 147 177 2,474
Royalties - - - - 1,518 - - - 1,044 - 2,563
Co-op Advertising 1,324 - - - 936 - - - 606 - 2,866
Legal Fees 135 62 25 81 63 40 120 - 14 2 541
Bank Fees 1 78 11 3 1 1 89 3 1 1 187
Interest - - - - - - - - - - -
Taxes 2,609 - - - 1,832 - - - 1,218 - 5,658
Other Payments - - - - - - - - - - -
Legal and Professional Fees - Restructuring 320 258 258 288 258 258 258 288 258 258 2,699
S'Cool Life / WHF - 76 - - - 76 - - - 76 228
Total Disbursements 8,931 15,677 1,452 4,241 5,965 5,322 2,834 5,577 5,529 5,407 60,936
Net Cash Flow (167) (11,641) 2,222 (40) (1,679) (717) 1,411 (1,399) (2,228) (2,049) (16,288)
[A] Adjusted for DIP Financing and Costs
Opening Cash Position (not including "Funds not Available") 18,527 18,518 7,367 9,627 9,459 7,771 7,021 8,469 7,077 4,845 18,527
Reversal of previous week's "Funds NOT Available" 985 828 338 299 427 436 469 432 425 429 985
Net Cash Flow from Operations (167) (11,641) 2,222 (40) (1,679) (717) 1,411 (1,399) (2,228) (2,049) (16,288)
Royalties - - - - - - - - - - -
Commitment Fee (Note Amendment Agreement) - - - - - - - - - - -
Issuance Fees (1% of principal amount as per Note Amendment Agreement) - - - - - - - - - - -
Funds NOT Available for Outflow use - Non-RBC/ Cr & Dr Card Dep (828) (338) (299) (427) (436) (469) (432) (425) (429) (432) (432)
Ending balance in cash before Funding and Interest 18,518 7,367 9,627 9,459 7,771 7,021 8,469 7,077 4,845 2,793 2,793
Issuance of Series 2011 Notes (includes minimum cash on hand assumption) - - - - - - - - - - -
Interest on Series 2011 Notes - - - - - - - - - - -
Issuance of Series 2011 DIP Notes - - - - - - - - - - -
Adjusted Cash Position - Forbearance and Financing Costs 18,518 7,367 9,627 9,459 7,771 7,021 8,469 7,077 4,845 2,793 2,793
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The Franchisor Consent Agreement



CONSENT AGREEMENT

THIS CONSENT AGREEMENT, made May 25, 2011, by Priszm Income Fund, Priszm
Canadian Operating Trust, Priszm Inc., Priszm LP and Kit Finance Inc. (collectively, the
“Priszm Entities”), Soul Restaurants Canada Inc. (formerly 7716443 Canada Inc.)
(“Soul”) and Yum! Restaurants International (Canada) Company (the “Franchisor”).

RECITALS:

A.

Priszm LP (the “Vendor”) and the Franchisor are parties to a master franchise
agreement dated November 10, 2003, as amended November 25, 2009
(collectively, the “Master Franchise Agreement”). Pursuant to the Master
Franchise Agreement, the Vendor and the Franchisor are deemed to have entered
into a franchise agreement with respect to each franchised outlet operated by the
Vendor pursuant to the Master Franchise Agreement (such deemed franchise
agreements hereinafter referred to as the “Franchise Agreements”). The Master
Franchise Agreement is in full force and effect as of the date hereof;

Pursuant to an Amended and Restated Asset Purchase Agreement dated May 17,
2011 (the "Soul Agreement") between the Vendor, Priszm Inc. and Soul, the
Vendor has agreed to sell to Soul all the assets and undertaking of the Vendor
and all the Vendor’s rights and interest under the Master Franchise Agreement
and the Franchise Agreements as they relate to the Outlets (as defined in the Soul
Agreement). All the assets, undertaking, rights and interests purchased by or
transferred to Soul pursuant to the Soul Agreement are herein referred to as the
“Purchased Assets”;

Pursuant to the Master Franchise Agreement and the Franchise Agreements, the
transfer of the Purchased Assets, including the assignment of the Vendor’s rights
and entitlements under the Master Franchise Agreement and the Franchise
Agreements in respect of each of the Outlets, is subject to the Franchisor’s
consent.

TERMS OF AGREEMENT:

1.

This consent agreement (the “Consent Agreement”) is made in consideration of:
(@  the mutual covenants and conditions herein;

(b)  the provisions of the Soul Agreement and the transactions provided
therein; and



(¢  the consent of the Franchisor to the assignment and transfer by the
Vendor of the Purchased Assets.

2. Subject to the satisfaction by the applicable party of its conditions set out in
Section 3 herein, the Franchisor hereby consents to the sale of the Purchased Assets,
including the assignment of the Vendor’s rights under the Master Franchise Agreement
and the Franchise Agreements each as they relate to each of the Outlets (the “Assigned
Agreements”) pursuant to the Assignment Agreement attached hereto as Exhibit 1, in
accordance with the Soul Agreement.

3. The consent of the Franchisor herein is subject to the fulfillment of the following
conditions on or before the closing of the transactions provided in the Soul Agreement
(the “Closing”). The conditions herein are for the exclusive benefit of the Franchisor
and may only be waived, in whole or in part, in writing by the Franchisor in its sole and
absolute discretion at any time:

(@)  the order issued by the Ontario Superior Court of Justice (Commercial
List) approving the Soul Agreement (the “Order”) shall provide for the payment
to the Franchisor of:

i the amount of $5,900,950.07 payable on Closing in respect of all
pre-filing monetary obligations owed under the Assigned
Agreements;

ii. the amount of $1,838,726.40 payable on Closing in respect of all

unpaid post-filing continuing fees and other monetary accruals
(exclusive of interest) accrued with respect to the Outlets for the
period up to and including May 15, 2011;

iii. an amount, not to exceed $1.5-million, in respect of all unpaid post-
filing continuing fees and other monetary accruals (exclusive of
interest) accrued with respect to the Outlets for the period from
May 16, 2011 to Closing within three business days of such amount
being calculated by the Vendor and agreed upon by the Franchisor
and the Monitor;

iv.  the amount of C$$1,100,909.34, payable on Closing in respect of
transfer fees payable under the Assigned Agreements, including
applicable taxes, with respect to the transfer of the Outlets;

and shall be in form and substance, including but not limited to the quantum of
the amounts outlined above, satisfactory to the Franchisor. The Franchisor
acknowledges that the form of Order attached hereto as Exhibit 2 is satisfactory.



(b)  the amounts payable to the Franchisor and identified in clauses 3. (a)i, (a)ii
and (a)iv above shall have been paid on Closing;

(c)  the Shareholder Deeds (guarantees) executed by Aly Janmohamed and
Shiraz Boghani, attached hereto as Exhibit 3, shall, as of the Closing, be in full
force and effect.

4. The Shareholder Deeds (guarantees) executed by Aly Janmohamed and Shiraz
Boghani, attached hereto as Exhibit 3 and the letter agreement binding Soul to complete
the Franchise Outlet Upgrade and Renovation Schedule attached hereto as Exhibit 4,
shall survive the Closing.

5. Franchisor confirms to Soul that:

(@)  the Assigned Agreements are in full force and effect as of the date hereof
and will continue in full force and effect following their assignment to
Soul; and

(b)  no consent or approval of the Franchisor or its affiliates, other than as
provided in this Consent Agreement, is required for the purchase and sale
of the Purchased Assets as provided in the Soul Agreement;

6. Upon payment of applicable renewal fees, Soul and the Franchisor will execute,
within 30 days after the Closing, the Franchisor’s current form of franchise agreement
attached hereto as Exhibit 5 with respect to each of the Outlets included in the
Purchased Assets, in the case of each Outlet for the balance of the term, the length of
renewal term and renewal date as set forth in the Assigned Agreements and which,
when entered into by the Franchisor and Soul and together with the undertaking to
complete the Franchise Outlet Upgrade and Renovation Schedule as provided in
subsection 3(f), will replace and supercede the rights and obligations of Soul under the
Assigned Agreements.

7. The validity, interpretation and performance of this Consent Agreement will be
controlled and construed under the laws applicable in the Province of Ontario.

8. The waiver by the Franchisor of a breach of any provision hereof will not be
taken or held to be a waiver of the provision itself unless such a waiver is expressed in
writing.

9. If any term, covenant, or condition of this Agreement or the application thereof
shall, to any extent, be deemed invalid or unenforceable, the remainder of the



Agreement shall not be affected thereby and all of the covenants and conditions shall be
enforced to the fullest extent permitted by law.

10.  Any and all amendments, alterations, or additions to this Agreement must be in
writing and executed by an authorized representative of each of the Franchisor, the
Priszm Entities and Soul; provided however that the Franchisor and Soul shall have the
right to enter into agreements relating to the Outlets and the rights between the
Franchisor and Soul as franchisor and franchisee from and after the Closing without the
Priszm Entities being a party thereto.

11.  This Agreement may be executed in counterparts. This Agreement may be
delivered by facsimile transmission. Once each party shall have executed a counterpart
hereof and delivered each counterpart to the others by facsimile transmission or
otherwise, all such counterparts shall constitute a single original hereof.

The remainder of this page left intentionally blank.



Signature page to Consent Agreement,

THEREFORE the parties hereto have executed this Agreement as of the date above
written.

PRISZM INCOME FUND

by 2279549 ONTARIO INC,,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability

per: iw c/s

Name: Delomuh P pw cho
Title: p e

PRISZM CANADIAN OPERATING TRUST
by 2279549 ONTARIO INC,,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability

per: W c/s
Name:  Dpph Rpernd cho

Tit[e: Gﬂo

PRISZM Inc.

by 2279549 ONTARIO INC.,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability

o VT

Name: [y bk fepernachs
Ro

Title:



PRISZM LP,

by its general partmer, PRISZM INC.

by 2279549 ONTARIO INC,,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability.

per: WC
Name: %/k @m-,v{(;tv
RO

Title:

KIT FINANCE INC.

by 22795493 ONTARIO INC,,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability

per: W /s

Name: (yinwh FRperndch—
Title: D

SOUL RESTAURANTS CANADA INC.

per: ¢/s
Name:

Title:

I have authority to bind the corporation.

YUM! RESTAURANTS INTERNATIONAL
(CANADA) COMPANY

per: c/s
Name:

Title:

I have authority to bind the corporation.




PRISZM LP,

by its general partner, PRISZM INC.

by 2279549 ONTARIO INC,,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability.

per:
Name:
Title:

KIT FINANCE INC.

by 2279549 ONTARIO INC.,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate lability

per: c/s
Name:
Title:

SOUL RESTAURANTS CANADA INC.

per@& w c/s

Name; 5%6@(14@ TaurmgHAME D
Tide: Dirccre
I have authority to bind the corporation.

YUM! RESTAURANTS INTERNATIONAL
(CANADA) COMPANY

per: c/s
Name:

Title:

I have authority to bind the corporation.




PRISZM LP,

by its general partner, PRISZM INC.

by 2279549 ONTARIO INC.,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability,

per:
Name:
Title:

KIT FINANCE INC.

by 2279549 ONTARIO INC,,

solely in its capacity as Chief Restructuring Officer,
and without personal or corporate liability

per: c/s
Name:
Title:

SOUL RESTAURANTS CANADA INC.

per: ¢/s
Name:

Title:

I have authority to bind the corporation.

YUM! RESTAURANTS INTERNATIONAL
(CANADA) COMPANY

\

R als [a é
Name: oo\ Vs | ALV {
Title: (S Lo cto\ O@C‘\(&’

I have autherity to bind the corporation, .




Exhibit 1
Assignment Agreement



ASSIGNMENT OF FRANCHISE AGREEMENTS

THIS AGREEMENT dated May 17, 2011 to become effective on the Closing (as defined in the
Soul Agreement (defined below)).

BETWEEN:
PRISZM LP
(the “Vendor™)

-and -

SOUL RESTAURANTS CANADA INC.

(the “Purchaser”)

RECITALS:

A. The Vendor and Yum! Restaurants International (Canada) LP (the “Franchisor”) are
parties to the Master Franchise Agreement dated November 10, 2003, as amended by the Master
Franchise Agreement Amendment Agreement dated November 25, 2009 and any and all
renewals thereto, a complete copy of which is annexed hereto as Schedule 2 (collectively the
“Master Franchise Agreement”).

B. Pursuant to the Master Franchise Agreement, the Franchisor and the Vendor are deemed
to have executed a separate and individual franchise agreement for each outlet in the form of the
International Franchise Agreement attached to the Master Franchise Agreement.

C. A number of affiliates of the Vendor (together with the Vendor, the “Priszm Entities”)
sought and obtained protection from their creditors under the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended, pursuant to the Initial Order of the
Honourable Mr. Justice Morawetz of the Ontario Superior Court of Justice dated March 31,
2011.

D. The Vendor, Priszm Inc. and the Purchaser have entered into an Amended and Restated
Asset Purchase Agreement dated May 18, 2011 (the “Soul Agreement”), pursuant to which the
Purchaser has agreed to purchase and the Vendor has agreed to sell all properties, assets,
interests and rights of the Vendor which are related to the operation of Outlets (as defined in the
Soul Agreement and listed in Schedule “G” to the Soul Agreement) and are necessary to conduct
the business as now conducted at the Outlets, other than the Excluded Assets (as defined in the
Soul Agreement);
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E. The Vendor wishes to assign to the Purchaser the Master Franchise Agreement individual
franchise agreements that relate to each of the Outlets (the “Franchise Agreements”) and the
Master Franchise Agreement to the extent it relates to the Franchise Agreements and the Outlets.

IN CONSIDERATION of the premises and agreements in this Agreement, and other good and
valuable consideration (the receipt and sufficiency of which are hereby acknowledged by each
party), the parties agree as follows:

1. Subject to the consent of the Franchisor being obtained, the Vendor hereby assigns,
transfers, and conveys to the Purchaser and the Purchaser hereby accepts all of the Vendor’s
rights, title, obligations and interests in the Franchise Agreements and the Master Franchise
Agreement to the extent it relates to the Franchise Agreements and the Outlets) from and after
Closing (as defined in the Soul Agreement) to have and to hold for the remaining term and any
renewal or renewals thereof.

2. The Purchaser acknowledges that as a result of such assignment set out in Section 1
above, it shall be required to observe, honour and perform the covenants, conditions, obligations,
and agreements of the franchisee contained in the Franchise Agreements and the Master
Franchise Agreement (to the extent assigned herein) which arise from and after Closing. The
Purchaser shall not be liable for any liabilities, covenants or obligations of the franchisee for any
period prior to the Closing.

3. This Agreement shall enure to the benefit of and be binding upon the respective
successors and permitted assigns of the parties and the Franchise Agreements and the Master
Franchise Agreement (to the extent assigned herein) shall enure to the benefit of the Purchaser
and be binding upon the successor and permitted assigns of the Purchaser.

4. Each of the Vendor and the Purchaser will from time to time hereafter execute and
deliver all such further documents and instruments, provide all such further information and do
all such other acts and things as may reasonably require to effectively carry out or better
evidence or perfect the full intent and meaning of this Agreement.

5. This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario and the laws of Canada applicable therein.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF the parties hereto have duly executed this Agreement effective as of
the date written above.

PRISZM LP,

by its general partuer, PRISZM INC.

by 2279549 ONTARIQ INC,, solely in its
capacity as Chief Restructuring Officer

AN P
Per: l{\ﬂ” A

Name? D¢ bryeic Q\M{ Yo Gl

SOUL RESTAURANTS CANADA INC.

Per

Name:
Title:

SE2AY v%



IN WITNESS WHEREOF the parties hereto have duly executed this Agreement effective as of

the date written above,

5824277 v&

PRISZM LP,

by its general partner, PRISZM INC.

by 2279549 ONTARIO INC.,, solely in its
capacity as Chief Restructuring Officer

Per:

Name:
Title:

SOUL RESTAURANTS CANADA INC.

rr Ay ke /

Name: 7';‘{{ TANMOH At £
Title: PQ%‘D’?}#T




Exhibit 2
Approved Form of Draft Order



Court File No. CV-11-9159-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) MONDAY, THE 30TH
)
JUSTICE MORAWETZ ) DAY OF MAY, 2011

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF PRISZM INCOME FUND, PRISZM CANADIAN OPERATING TRUST,
PRISZM INC. AND KIT FINANCE INC.

(the “Applicants”)

APPROVAL AND VESTING ORDER
(Re Sale to Soul Restaurants Canada Inc.)

THIS MOTION, made by Priszm Income Fund, Priszm Canadian Operating
Trust, Priszm Inc., Priszm LP and Kit Finance Inc. (collectively, the “Priszm Entities”)
for an order approving the sale transaction (the "Soul Transaction") contemplated by
the Amended and Restated Asset Purchase Agreement (the "Soul Agreement") between
Priszm LP (the “Vendor”), Priszm Inc. and Soul Restaurants Canada Inc. (formerly
7716443 Canada Inc.) (the “Purchaser”) dated May 6, 2011, appended to the Affidavit of
Deborah Papernick sworn May 24, 2011 (the “May 24 Affidavit”) as Exhibit “A”,

approving certain related agreements, and vesting in the Purchaser the Vendor's right,
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title and interest in and to the Purchased Assets, was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING the May 24 Affidavit, the Second Report (the “Second Report”)
of FII Consulting Canada Inc., in its capacity as the Court-appointed Monitor of the
Priszm Entities (the “Monitor”) and the Confidential Supplement thereto (the
“Confidential Supplement”), and on hearing the submissions of counsel for the Priszm
Entities, the Monitor, the Purchaser, Yum! Restaurants International (Canada)
Company (the “Franchisor”), Prudential Investment Management, Inc. [NAMES OF
OTHER PARTIES APPEARING], no one appearing for any other person on the

Service List, although properly served as appears from the affidavit of service, filed:

1. THIS COURT ORDERS that any defined term used but not defined herein shall

have the meaning ascribed to such term in the Soul Agreement.

2. THIS COURT ORDERS AND DECLARES that the Soul Transaction, the Soul
Agreement, the Transition Services Agreement (as defined in and in the form attached
to the May 24 Affidavit as Exhibit “C”) and the Occupation Agreement (as defined in
and in the form attached to the May 24 Affidavit as Exhibit “D”) are hereby approved.
The Priszm Entities and the Monitor are hereby authorized and directed to take such
additional steps and execute such additional documents as may be necessary or
desirable for the completion of the Soul Transaction and for the conveyance of the

Purchased Assets to the Purchaser.
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3. THIS COURT ORDERS AND DECLARES that upon the delivery of a
Monitor’s certificate to the Purchaser substantially in the form attached as Schedule “A”
hereto (the "Monitor’s Certificate"), all of the Vendor’s right, title and interest in and to
the Purchased Assets shall vest, without further instrument of transfer or assignment,
absolutely in the Purchaser, free and clear of and from any and all security interests
(whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed
trusts (whether contractual, statutory, or otherwise), liens, executions, levies, charges, or
other financial or monetary claims, whether or not they have attached or been
perfected, registered or filed and whether secured, unsecured or otherwise (collectively,
the "Claims") including, without limiting the generality of the foregoing: (a) any
encumbrances or charges created by the Amended and Restated Initial Order of the
Honourable Madam Justice Mesbur dated April 29, 2011 (the “Initial Order”), or any
subsequent charges that may be granted by the Court; (b) all charges, security interests
or claims evidenced by registrations pursuant to the Personal Property Security Act
(Ontario), the Civil Code of Québec, and the Personal Property Security Act (British
Columbia) or any other personal property registry system; and, for greater certainty,
this Court orders that all of the encumbrances or charges affecting or relating to the

Purchased Assets are hereby expunged and discharged as against the Purchased Assets.

4. THIS COURT ORDERS that on Closing the Purchaser shall pay the Purchase
Price to the Monitor (less the amount of the Deposit which has previously been paid to

the Monitor). After receipt of the Purchase Price, the Monitor shall:
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(a)

(b)

(©)

(d)

-4 -

pay from the Purchase Price to the Franchisor $5,900,950.07, in respect of
pre-filing monetary obligations owed under the Franchise Agreement (as
defined below) in connection with the assignment of the Outlets to the

Purchaser;

pay from the Purchase Price to the Franchisor $1,838,726.40, in respect of
unpaid continuing fees and other monetary accruals (exclusive of interest)
accrued with respect to the Outlets during the period from March 31, 2011

to and including May 15, 2011;

pay from the Purchase Price to the Franchisor the amount, not to exceed
$1.5 million, of the unpaid continuing fees and other monetary accruals
(exclusive of interest) accrued with respect to the Outlets during the
period from May 16, 2011 to Closing within three business days of such
amount being calculated by the Vendor and agreed upon with the

Franchisor and the Monitor;

pay from the Purchase Price to the Franchisor $1,100,909.34, in respect of
transfer fees payable to the Franchisor pursuant to the Franchise
Agreement for each Outlet in consideration for the Franchisor’s consent to
the sale of the Purchased Assets and the assignment of the Franchise
Agreements for each Outlet and the Master Franchise Agreement as it

relate to the Outlets pursuant to the Soul Agreement;
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(e)  pay from the Purchase Price to the Purchaser or, at its direction, Bank of
Montreal when due any refunds and other amounts referred to in

paragraph 5; and

(f)  hold the remainder of the Purchase Price subject to this Order and further

Order of this Court.

5. THIS COURT ORDERS that any refund of a portion of the Purchase Price to the
Purchaser, or at its direction Bank of Montreal, pursuant to Section 8(8) of the Soul
Agreement, any Current Assets Purchase Price Adjustment in favour of the Purchaser,
and any reimbursement of Occupation Costs pursuant to Section 2 of the Occupation
Agreement, shall be paid by the Monitor to the Purchaser or, at its direction, the Bank of
Montreal from the Purchase Price being held by the Monitor pursuant to Section 4
hereof in priority to any other payment from such funds or any Claim (including any
Claim by a Chargee (as defined in the Amended and Restated Initial Order of the

Honourable Madam Justice Mesbur dated Friday, April 29, 2011)).

6. THIS COURT ORDERS that notwithstanding the holding of the Purchase Price
by the Monitor the Purchase Price is not being and shall not be deemed to be held in
trust for any specific party or specific parties and for purposes of determining the
nature and priority of Claims, the net proceeds from the sale of the Purchased Assets
held by the Monitor, after payment in full of any refunds and other payments to the
Purchaser (or, at its direction, Bank of Montreal) from the Purchase Price described in

paragraph 5 hereof, shall stand in the place and stead of the Purchased Assets, and that
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from and after the delivery of the Monitor’s Certificate, all Claims, charges and
encumbrances shall attach to the net proceeds from the sale of the Purchased Assets,
subject to paragraph 5 hereof, with the same priority as they had with respect to the
Purchased Assets immediately prior to the sale, as if the Purchased Assets had not been
sold and remained in the possession or control of the person having that possession or

control immediately prior to the sale.

7. THIS COURT ORDERS AND DIRECTS the Monitor to file with the Court a

copy of the Monitor’s Certificate, forthwith after delivery thereof.

8. THIS COURT ORDERS that the Monitor may rely on written notice from the
Vendor and the Purchaser regarding fulfillment of conditions to closing under the Soul
Agreement and shall have no liability with respect to delivery of the Monitor’s

Certificate or with respect to any payments made by the Monitor pursuant to paragraph

4 hereof.

9. THIS COURT ORDERS that the Priszm Entities, the CRO (as defined in the
Initial Order), Deborah Papernick and Jim Robertson are hereby released and
discharged from any and all actions, causes of action, liabilities, claims and demands
whatsoever which the Franchisor and its affiliates ever had, now have or may hereafter
have by reason of any cause, matter or thing whatsoever existing up to the date of
Closing and arising out of, related to, or in connection with the Franchise Agreement for
each Outlet and the Master Franchise Agreement as it relates to the Outlets, any

collateral franchise documentation relating to the Franchise Agreements for each Outlet
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and the Master Franchise Agreement as it relates to the Outlets, or the Business (as such
term is defined in the Franchise Agreements for each Outlet) carried on at the Outlets,
save and except for the obligation to pay any of the amounts referred to in paragraph 4

hereof.

10.  THIS COURT ORDERS that the Franchisor and its affiliates are hereby released
and discharged from any and all actions, causes of action, liabilities, claims and
demands whatsoever which the Priszm Entities ever had, now have or may hereafter
have by reason of any cause, matter or thing whatsoever existing up to the date of
Closing and arising out of, related to, or in connection with the Franchise Agreement for
each Outlet and the Master Franchise Agreement as it relates to the Outlets, any
collateral franchise documentation relating to the Franchise Agreements for each Outlet
and the Master Franchise Agreement as it relates to the Outlets, or the Business (as such
term is defined in the Franchise Agreements for each Outlet) carried on at the Outlets,
save and except for the obligation to pay $163,319.09 owing by the Franchisor to the

Priszm Entities.

11.  THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Vendor is authorized and
permitted to disclose and transfer to the Purchaser all human resources and payroll
information in the Vendor’s records pertaining to the Vendor’'s past and current
employees in Ontario, British Columbia and Quebec. The Purchaser shall maintain and

protect the privacy of such information and shall be entitled to use the personal
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information provided to it in a manner which is in all material respects identical to the

prior use of such information by the Vendor.

12. THIS COURT ORDERS that, notwithstanding:

(@)  the pendency of these proceedings;

(b)  any applications for a bankruptcy order now or hereafter issued pursuant
to the Bankruptcy and Insolvency Act (Canada) in respect of the Vendor and

any bankruptcy order issued pursuant to any such applications; and
(c)  any assignment in bankruptcy made in respect of the Vendor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order and the
obligations of the Vendor under the Soul Agreement, the Occupation Agreement and
the Transition Services Agreement (including the potential obligation to refund any
portion of the Purchase Price to the Purchaser pursuant to Section 8(8) of the Soul
Agreement, the potential obligation to make the Current Asset Purchase Price
Adjustment pursuant to Section 10(2) of the Soul Agreement, and the potential
obligation to reimburse excess Occupation Costs pursuant to Section 2 of the
Occupation Agreement), shall be binding on any trustee in bankruptcy that may be
appointed in respect of the Vendor and shall not be void or voidable by creditors of the
Vendor, nor shall any of them constitute nor be deemed to be a settlement, fraudulent
preference, assignment, fraudulent conveyance, transfer at undervalue, or other

reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any other
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applicable federal or provincial legislation, nor shall any of them constitute oppressive
or unfairly prejudicial conduct pursuant to any applicable federal or provincial

legislation.

13. THIS COURT ORDERS AND DECLARES that the Soul Transaction is exempt

from the application of the Bulk Sales Act (Ontario).

14.  THIS COURT ORDERS AND DECLARES that the Soul Transaction is exempt
from any requirement under any applicable federal or provincial law to obtain

unitholder or shareholder approval.

15.  THIS COURT ORDERS that the Confidential Supplement be kept sealed, kept
confidential and not form part of the public record, but rather shall be placed, separate
and apart from all other contents of the Court file, in a sealed envelope attached to a
notice which sets out the title of these proceedings and a statement that the contents are

subject to a sealing order and shall only be opened upon further order of the Court.

16. THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the
United States to give effect to this Order and to assist the Vendor and its agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to the Monitor, as an officer of this Court, as may be necessary
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or desirable to give effect to this Order or to assist the Monitor and its agents in carrying

out the terms of this Order.
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Schedule “A”
Form of Monitor’s Certificate

Court File No. CV-11-9159-00CL

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 A PLAN OF COMPROMISE OR ARRANGEMENT
OF PRISZM INCOME FUND, PRISZM CANADIAN OPERATING TRUST,
PRISZM INC. AND KIT FINANCE INC.

(the “Applicants”)
MONITOR’S CERTIFICATE
RECITALS
A Pursuant to an Order of the Honourable Mr. Justice Morawetz of the Ontario
Superior Court of Justice (the "Court") dated March 31, 2011, FTI Consulting Canada
Inc. was appointed as the monitor (the "Monitor") of, inter alia, Priszm Limited

Partnership (the “Vendor”).

B. Pursuant to an Order of the Court dated May ®, 2011, the Court approved the
Amended and Restated Agreement of Purchase and Sale made as of May 13, 2011 (the
"Soul Agreement") between the Vendor, Priszm Inc. and Soul Restaurants Canada Inc.
(formerly 7716443 Canada Inc.) (the “Purchaser”) and provided for the vesting in the
Purchaser of the Vendor’s right, title and interest in and to the Purchased Assets, which
vesting is to be effective with respect to the Purchased Assets upon the delivery by the

Monitor to the Purchaser of a certificate certifying (a) receipt of the Deposit and the
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balance of the Purchase Price by the Monitor; and (b) receipt of confirmation from the
Vendor and the Purchaser that the conditions to Closing as set out in section [15] of the
Soul Agreement have been satisfied or waived by the Vendor and the Purchaser, as

applicable.

C. Unless otherwise indicated herein, defined terms used but not otherwise defined

herein shall have the meanings ascribed to such terms in the Soul Agreement.

THE MONITOR CERTIFIES the following;:

1. The Monitor has received the Deposit and the balance of the Purchase Price for

the Purchased Assets payable on the Closing Date pursuant to the Soul Agreement;

2. The Monitor has received confirmation from the Vendor and the Purchaser that
the conditions to Closing as set out in section 15 of the Soul Agreement have been

satisfied or waived by the Vendor and the Purchaser, as applicable; and

3. This Certificate was delivered by the Monitor to the Purchaser at

[TIME] on [DATH].

FT1 Consulting Canada Inc., in its capacity
as the Court-appointed Monitor of the
Priszm Entities and not in its personal

capacity
Per:

Name:
Title:
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Exhibit 3
Shareholder Deed



Exhibit 4
Franchise Outlet Upgrade and Renovation Schedule



Exhibit 5
Form of International Franchise Agreement



Appendix D

Confidential Analysis of the Soul Purchase Price

(Appendix subject to a request for a Sealing Order)

ﬁFTI'
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C A N ACCO RE Genuit y CANAZCORD GENLITY CORP

P.0. Bo. 516

161 Bay Street. Sunne 300C
Toronto, ON

Canada M5} 251

1: 416.869.7368
f: 416.869.7356
TF: 800.382.9280

www.canaccordgenuity.com

STRICTLY PRIVATE AND CONFIDENTIAL

January 27, 2011

Priszm Income Fund
101 Exchange Avenuc
Vaughan, Ontario
1.4IK 3R6 Canada

Auention: Ms. Deborah Papemick
Dear Sirs/Mesdames:

\We understand that Priszm Income Fund (the “Company™) is considering selling a
number of its restaurant locations, including potendally all of its remaining locations (the
*I'ransaction”). The purpose of this letter is to appoint Canaccord Genuiry (“Canaccord Genuiry™,
“we’’ or other pronouns indicating Canaccord Genuity) to act as financial advisor and sales agent to
the Company in connection with the Transacton and to record our mutual understanding and
agreement regarding the scope and terms of Canaccord Genuity's engagement.

I Appointment and Engagement. By its acceptance of this letter, the Company
hereby appoints Canaccord Genuity, and we agree to act, as financial advisor and sales agent to the
Company in connection with the Transaction on the terms and subject to the conditions as set forth
below.

'This engagement of Canaccord Genuity pertains only to the Transaction and does
not extend to any other transaction or matter.

2, Services to be Rendered by Canaccord Genuity. Canaccord Genuity will provide
the following financial advisory services to the Company in connection with the “I'ransacdon:
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and alternative transaction structures, and such other financial modeling as may
reasonably be required;

providing financial and market analysis to the extent necessary to complete the
Transaction;

providing on-going tactcal advice to the Company in relation to the corresponding
stakeholders, dependent on the nature of the Transaction:

assisting in coordinating and implementing all aspects of the Transaction, including
preparing and assembling documentation. presentations and other due diligence
materials to assist potential buyers in evaluatng the Company;

identifying and. together with you, soliciting prospectve buyers;

cvaluation and assessment of all expressions of interest and proposals received in
connection with the Transaction and making recommendations with respect to such
expressions of interest and proposals:

advising with respect to the material terms and conditions of the Transaction;

advising and assisting the Company’s management in making presentations to the
Company's Board of Trustees and Directors about a proposed Transaction, as
requested;

counscling the Company as to strategy and tactics for discussions and ncgotiations,
as appropriate. with the various stakeholders, including, but not limited to the holder
of the senior facility, convertible debenture holders and the Class A Unitholders, as
the case may be, and, if requested by the Company, participating in such discussions
and negotiatons:

advising and assisting the Company in connection with definitive transaction
agreements associated with the Transactdon:

advising with respect to a communications strategy to key stakeholder groups:

assistance with the preparatdon of public offering documents and press releases in
connection with the Transacuon, if required:

appearance before the court to explain and substantiate the sale process undertaken.
as required: and

provision of such other advice and assistance as may reasonably be requested by the
Company with respect to the Transacdon.

Any of the above services may be provided to the Company, the Board or a Special

Commirttee of the Board. Any Fairness Opinion delivered pursuant to this engagement is heren
relerred to as a “Report™.



3. Additional Services. The engagement of Canaccord Genuity to perform any
services in addition to those described above (including in connection with the preparation and
delivery of any fairness or other opinion or in connection with any solicitadon of shates or proxics)
shall be set forth in. and subject to the terms and conditions of, a separate letter agreement and the
fees for such services will be negotiated separately in good faith and will be consistent with fees paid
to investment bankers in North America for similar services.

4. Opinion Qualifications. Any oral or written opinions or advice provided by
Canaccord Genuiry to the Company will be made subject to and will be based upon any
assumptons, limitadons, qualifications and rescrvations as we, in our professional judgment. deem
necessary or prudent in the circumstances.

5. Disclosure of Our Advice and this Engagement. The Company agrees not to
disclose to any third party the existence or contents of this agrecement or any written or oral
opinions, advice or materials provided by Canacco:d Genuity to the Company without the prior
consent of Canaccord Genuity. which consent shall not be unreasonably withheld: provided,
however, that our advice (i) may be reproduced in any public disclosure document of the Company
relating to any Transaction if such disclosure is required by applicable law and has been reviewed
and approved by Canaccord Genuity: (i) may be referred to in the Company’s minutes; (iii) may be
shared with the holders of the Company's senior secured notes; and (iv) otherwise may be disclosed
by the Company to the extent required by applicable law (in which case prior notice will be given by
the Company to us).

Canaccord Genuity expressly disclaims any liability or responsibility by reason of any
unauthorized use. publication, distribution of or reference to any oral or written opinions, advice or
materials provided by us or any unauthorized reference to Canaccord Genuity or this engagement.

6. Right 10 Withdraw Report. [f (i) Canaccord Genuity becomes aware of any
information not disclosed to it. or known by it at the time of the delivery of any Report, regardless
of the source, which in its reasonable opinion would make the Report misleading in any material
respect. untrue, or inaccurate or would result in an omission to state therein any material fact
necessary in order to make such Report not misleading in the light of the circumstances in which it
was made and which is not reflected or contemplated in the Report, or (i) Canaccord Genuiry
reasonably concludes that there has been a material change in the business or affairs of the
Company or any of its subsidiarics or a material change in the Transacdon or in the informadon
contained in the Report tollowing the date thereof or in any of the material information or facts
upon which the Report is based or that any intervening event has occurred after the date of the
Report which materially affects the valuadons corrained in or conclusions drawn in the Report,
Canaccord Genuity shall be endiled to amend, supplement or withdraw the Report previously
provided but shall be entitled to retain any fees paid ro date.

7. Obligation to Render Report, Canaccord Genuity will not be obliged to provide
any Report hereunder unless the Company has complied in all material respects with the provisions

in paragraphs 11, 12 and 13 of this agrecmeni up to the time of dulivery of the Report.

8, Fees. [For our services hereunder. the Company will pay to Canaccord Genuity:



(a) an engagement fee o IEGN payable upon execution of this letter agreement. The
engagement fee will be credited against any Transaction Fee (as defined below)
which becomes payable under this letter agreement: and

L) ot e aggregate gross proceeds received by the Company from the first e
of gross proceeds and ot the aggregate gross proceeds received by the
Company in excess of from the associated I'ransactions (“ITransaction
Fee”). For greater certainty, the proceeds will exclude the current sale of the Onrario
and Bridsh Columbian markets to the extent it closes in its current form to the
current acquiror.

"The Transaction Fee will be payable in respect of any restaurants sold. identfied by us or
you prior to the closing date, where the sale is completed during the term of this agreement, or is
identified by us prior to the earlier of the closing date or the date of termination of this agreement,
where the sale is completed cither during the term of this agreement or within 12 months following
the termination of this agreement. Such Transaction Fee which becomes payable under this letter
agreement shall be payable in cash, by certified cheque or wire transfer in same day funds from the
gross proceeds of the Transaction, payable on the closing date of the associated Transactions.

9. Expenses, The Company will also reimburse Canaccord Genuity for all reasonable
out-ot-pocket expenses incurred by Canaccord Genuity in entering into and performing this
agreement, including but not limited to reasonable travel and communication expenses. courier
charges and the reasonable fees and disbursements of Canaccord Genuiry's legal counsel in respect
of advice rendered to Canaccord Genuity in relaton to its obligations hereunder, and the reasonable
fees and disbursements of any other consultants engaged by Canaccord Genuiry with the prior
consent of the Company. Such reimbursable expenses will be payable by the Company upon receipt
of Canaccord Genuity's invoices.

10. Taxes. All or part ol any of the fees and other expenses contemplated to be paid to
Canaccord Genuity under this agrecement may be subject to Federal Goods and Services Tax in
whicl event a corresponding additional amount will be payable by the Company to Canaccord
Genuity,

1. Access to Information. The Company will arrange for Canaccord Genuity to have
such timely access to the directors, officers, employecs, independent auditors. counsel and other
consultants and corporate information of the Company and its subsidiaries as we may reasonably
require or deem appropriate in carrying out our engagement hercunder. The Company will disclose
to us on a timely basis the existence and content of, and will furnish us with, or arrange that we be
furnished with, all informaton (financial or otherwisc), data, opinions, appraisals. valuations and
other informaton and matcerials ot whatsocver nature or kind within the Company’s possession,
control, or direction or in respect of which the Company can, using all reasonable best ctforts,
obtain possession. control or dircction relating to any proposed Transaction and which we may
reasonably require or deem appropriate in carrying out our engagement hercunder. The Company
agrees that it will not participate in any negotiations with any party regarding a Transaction except
through or with the knowledge of Canaccord Genuity.

12. Accuracy of Information. "The Company represents and warrants to Canaccord
Genuity, and will ensure. that all information concerning the Company and its subsidiaries provided



to us, dircctly or indirccdy, orally or in writing, by the Company and its subsidiaries, and their
respective agents and advisors in connection with our engagement hereunder will be true. accurate
and completc in all matcrial respects and will not be misleading in any material respect and will not
ormit to state any fact or informadon which might reasonably be considered material to any matter
contained in any Report or to our engagement hereunder. The senior officers of the Company will
provide to Canaccord Genuiry certificates as to the accuracy and completeness of all such
information provided in such form as may be reasonably required by Canaccord Genuity trom dme
to time, and our agreement to deliver any opinions shall be subject to reccipt thereof.

In carrying out services hereunder, Canaccord Genuity will necessarily be relying on
publicly available informaton and representations (oral or written), data and information prepared
or supplicd by the Company and its agents and advisors. We will be entitled to rely on, and are
under no obligation to verify independenty, the accuracy or completeness of such representadons,
data or informadon. Further, we are under no obligation to investigate any changes which may
occur in such information subsequent to the date thereof.

13. Update to Information. The Company will advisc us promptly of any material
change of which it is or becomes aware relating to the securities, assets, business or affairs of the
Company or any of its subsidiaries or the information provided to us that might reasonably be
considered relevant to our engagement hereunder. “The Company agrees to comply promptly with
all applicable requirements of regulatory authoritics in respect of the occurrence of such material
change.

The Company will ensure that, until completion of a Transacton, Canaccord
Genuity is provided, on a umely basis. with all information and documentation, including current
drafts and final copies of all documents or other material filed or to be filed by the Company or any
of its affiliates with any securities commission, stock exchange or regulatory authority, domestic or
forcign, respecting any proposed Transaction which might reasonably be considered relevant to this
engagement, and that Canaccord Genuity is informed on a prompt and timely basis of any
communicaton to or request made of the Compzny or, if within the Company’s knowledge, of any
other person from any securities commission, stock exchange or regulatory authority, domestic or
foreign, which might reasonably be considered relevant to this engagement. in each case relating 10
the Company and its subsidiaries, any other transaction or any Report,

14, Confidentiality. We will keep and cause each of our dirccrors. officers, employees,
agents and advisors to keep strictly confidental and will use only for the purpose of performing our
obligatons hereunder all informaton. whether written or oral. acquired from the Company, its
agents and advisors in connection with our work hercunder (collectively ~Information”) except
information that (i) is or becomes generally available to the public (other than as a result of a
disclosure by Canaccord Genuiry). (ii) was in the possession of Canaccord Genuity on a
nonconfidental basis prior to its disclosure by the Company. (iii) becomes available to Canaccord
Genuity on a nonconlidential basis from a person other than the Company who, to the knowledge
of Canaccord Genuity, is not bound by a confidendality agreement with the Company or otherwise
prohibited from teansterring such information to Canaccord Genuity, (iv) the Company agrees may
be disclosed or (v) Canaccord Genuiry is requested pursuant to, or required by, law, regulation. legal
process or regulatory authority to disclose. It we arc required by legal process or otherwise
requested to disclose any Informaton. we will provide the Company with prompt notice of such
request or requirement, so that the Company may scek an appropriate protective order or waive



compliance with this requirement. In the event such protective order is not obtained, the Company
agrees that such disclosure may be made without liability hereunder.

15. Indemnification. The Company hereby agrees to indemnify Canaccord Genuity
and certin other parties in accordance with Schedule A" hereto, which Schedule forms part of this
letter agreement and the consideration for which is the entering into of this letter agreement. Such
indemnity (the “Indemnity”) shall be in addition to, and not in substitution for, any liability which
the Company or any other party may have to us or the other parties indemnified thereby apart from
such Indemnity.

16. Advertisements or Announcements, Canaccord Genuity may, at its own expense,
place advertisements or announcements in any newspapers, periodicals or other publications, or
otherwise disclose to third parties, that Canaccord Genuity has acted as financial advisor (o the
Company in connection with the matters contemplated hereby. Canaccord Genuity will provide
copics of such advertisements or announcements to the Company for prior approval, which
approval shall not be unreasonubly withheld.

17. Term, Termination and Survival of Terms. This engagement of Canaccord
Genuity shall be for a period commencing on January 27, 2011 and shall contnue indefinitely until
termination by cither party hereto by written notice of termination delivered to the other party.

Notwithstanding any termination of this letter agreement, the Company will be
responsible to pay to Canaccord Genuity any amounts payable under paragraphs 8, 9 and 10.

The terms and conditions of this letter agreement and the Indemnity shall survive
the completion of our engagement hercunder, any withdrawal or termination of any Transaction or
decision not to proceed with any Transaction and any termination or purported termination of this
letter agreement. In addition, any representations, warranties, indemnities and other agreements
provided by the Company in connection with this letter agreement, including without limitation any
certificate contemplated or otherwise delivered hereunder, shall remain in full force and effect
regardless of any investigation made by us or on our behalf.

18. Relationship. ‘I'he Company agrees that Canaccord Genuity has been retained to
act solely as financial advisor to the Company. In such capacity Cianaccord Genuity shall act as an
independent contractor and any duties of Canaccord Genuity arising out of its engagement pursuant
to this letter agreement shall be owed solely to the Company. The Company acknowledges that
Canaccord Genuity acts as a trader and dealer. both as principal and agent. in major financial
markets and, as such, may have had and may in the future have positions in the securities of the
Company or any of its associates or affiliates and, from time to time, may have executed or may
exccute transactions on behalf of such companies or clients for which it received or may recceive
compensaton. The Company also understands that, as an investment dealer, Canaccord Genuity
conducts research on securities and may. in the ordinary course of its business, provide research
reports and investment advice Lo its clients on investment matters, including with respect to the
Company and any Transaction. In addition Canaccord Genuity may, in the ordinary course of its
business, provide other financial services to the Company or any of its associates or affiliates.

19. Odier Matters. This letter agreement will inure to the benefit of and be binding
upon the parties hereto and their respective successors and assigns. 'I'he agreement resulting from



this engagement letter shall be governed by and construed in accordance with the laws of the
Province of Ontario and the parties hereby irrevocably attorn to the jurisdiction of the courts of the
Province of Ontario. All financial references in this letter agreement are to Canadian dollars unless
otherwise expressly indicated. Headings used herein are for ease of reference only and shall not
affect the interpretadon or construction of this letter agreement. No waiver. amendment or other
modification of this letter agreement shall be effective unless in writing and signed by cach party
bound hereto. Time shall be of the essence of this agreement. This agreement supersedes any and
all prior agreements between the Company and Canaccord Genuity in connection with any
Transacdon.

20. Notices. Any notice or other communication required or permitted to be given
under this letter agreement shall be in wrting and shall be sufficiently given or made by personal
delivery or by telecopy or similar facsimile transimission (receipt confirmed) to the respectve partics
at the addresses set forth in this letter (in the case of Canaccord Genuity to the attention of the
person executing this letter agreement). Any nortice so given shall be deemed conclusively to have
been given and received when so personally delivered or so telecopied or ransmitted.

If the foregoing is in accordance with your understanding, please indicate your agreement to the

above terms and conditions by signing the e¢nclosed copies of this letter and rerurning the executed
copies to us.

[The Remainder of This Page is Left Intentionally Blank]
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SCHEDULE A - Indemnification

Priszm Income Fund (the “Indemnitor”) agrees to indeminify and hold harmless Canaccord Genuity
Corporation (“Canaccord Genuity”) and its affiliates, their respective directors, officers, employees,
partners, agents and each other person. if any, controlling Canaccord Genuity or any of its affiliates
(collectively, the ~“Indemnified Parties” and individually, an “Indemnified Party”), to the full extent
lawful, from and against any and ull expensces, losscs, claims, actons, damages and liabilidces, joint or
several, (including the aggregate amount paid in reasonable settlement of any actions, suits.
proceedings. investigatons or claims and the reasonable fees and expenses of their counsel that may
be incurred in advising with respect to and/or defending any acton, suit, proceeding, investigation
or claim that may be made or threatened against any Indemnified Party) to which any Indemnified
Party may become subject or otherwise involved in any capacity under any statute or common law
or otherwise insofar as such expenses. losses, claims. actions, damages or liabilities relate to, are
caused by, result from, arise out of or are based upou, directly or indircctly, the performance of
professional services rendered to the Indemnitor by Canaccord Genuity under the attached letter
agreement or othenwisc in connection with the matters referred to in such letter agreement.

Nouwithstanding the foregoing. this entre indemnity agreement shall not apply to the extent that a
court of competent jurisdiction in a final judgment that has become non-appealable shall determine
that such expenses, losses. claims, acdons. costs. damages or liabilitics to which the Indemnified

Party may be subject were caused by the negligence or wilful misconduct of the Indemnified Party.

The Indemnitor also agrees that no Indemnified Party will have any liability (either direct or indirect,
in contract or tort or otherwise) to the Indemnitor or any person asserting claims on the
[ndemnitor’s behalf or in right for or in connection with the performance of professional services
rendered to the Indemnitor by Canaccord Genuity, except to the extent that any expenses, losses,
claims, actions, costs, damages or liabilities incurred by the Indemnitor are determined by a court of
competent jurisdiction in a final judgement that has become non-appealable to have resulted from
the gross negligence or willful misconduct of such Indemnified Party.

If for any reason (other than a determination as to any of the events referred to in the second
paragraph of this indemnity) the foregoing indemnification is unavailable to Canaccord Genuity or
any other Indemniticd Party or is insufficient to hold Canaccord Genuity or any other Indemnitied
Party harmless. the Indemnitor shall contribute to the amount paid or payable by Canaccord
Genuity or any other Indemnified Party as a result of such expense, loss, claim, action, damage or
liability in such proportion as is appropriate to reflect not only the relative benefits reccived by the
Indemnitor on the one hand and Canaccord Genuity or any other Indemnitied Party on the other
hand but also the reliive fault o the Indemnitor, Canaccord Genuity or any other Indemniticd
Party as well as any relevant cquitable considerations: provided that the Indemniior shall in any
event contribute to the amount paid or payable by Canaccord Genuity or any other Indemnified
Party as a result of such expense. loss. claim, action, damage or liability in excess of such amount
over the amount of the fees received by Canaccord Genuity under the attached letter agreement,

The Indemnirtor agrees that in case any legal proceeding shall be brought against the Indemnitor
and/or Canaccord Genuity or any other Indemnified Party by any governmental commission or
regulatory authority or any stock exchange or other entity having regulatory authority, cither
domestic or foreign, shall investigare the Indemnitor and/or Canaccord Genuity or any other
Indemnificd Party and Canaccord Genuity or such other Indemniticd Party shall be required to



o

testify in connection therewith or shall be required to respond to procedures designed to discover
information regarding, in connection with or by reason of the attached lerter agreement, the
engagement of Canaccord Genuity thereunder, or the performance of professional services rendered
to the Indemnitor by Canaccord Genuity thereunder, Canaccord Genuity or such other
Indemnified Party shall have the right to employ its own counsel in connection therewith. and the
reasonable fees and expenses of such counsel as well as the reasonable costs (including an amount to
reimburse Canaccord Genuity for time spent by its, or any of its affiliates, directors, officers,
employecs, partners or agents (collectively, “Personnel”) in connection therewith) and out-of-pocket
expenses incurred by its Personnel in connection therewith shall be paid by the Indemnitor as they
occur.

Prompily after recciving notice of an action, suit, proceeding or claim against Canaccord Genuity or
any other Indemnified Party or receipt of notice of the commencement of any investigation which is
based, dircctly or indirectly. upon any matter in respect of which indemnificaton may be sought
from the Indemnitor, an Indemnified Party will notify the Indemnitor in writing of the particulars
thereot, will provide copies of all relevant documentation to the Indemnitor and. unless the
Indemnitor assumes the defence thereof, will keep the Indemnitor advised of the progress thercof
and will discuss all significant actions proposed. The omission so to nodfy the Indemnitor shall not
relieve the Indemnitor of any liability which the Indemnitor may have to Canaccord Genuity or any
other Indemnified Party except only to the extent that any such delay in or failure to give notice as
herein required prejudices the defence of such action, suit, proceeding, claim or investigation or
results in any material increase in the liability which the Indeminitor would otherwise have under this
indemnity had an Indemnified Party not so delayed in or failed to give the notice required
hereunder.

The Indemnitor shall have 30 days after receipt of the notice, at its own expense, to participate in
and, to the extent it may wish to do so, assume the defence thereof, provided such defence is
conducted by experienced and competent counsel. Upon the Indemnitor notifying Canaccord
Genuity in writing of its election to assume the defence and retaining counsel, the Indemnitor shall
not be liable to Canaccord Genuity or any other Indemnified Party of any legal expenses
subsequently incurred by them in connection with such defence. If such defence is assumed by the
Indemnitor, the Indemnitor throughout the course thereof will provide copies of all relevant
documentadon to Canaccord Genuity. will keep Canaccord Genuity advised of the progress thereof
and will discuss with Canaccord Genuity all significant actions proposed.

Norwithstanding the foregoing paragraph, any Indemnified Parry shall have the right, at the
Indemnitor’s expense. to employ counsel of such Indemnified Party’s choice, in respect of the
defence of any action, suit. proceeding, claim or investigation if: (i) the employment of such counsel
has been authorized by the Indemniror; or (ii) the Indemnitor has not assumed the defence and
employed counscl therefor within 30 days after receiving notice of such acton, suit. proceeding.
claim or investigation: or (iii) counsel retained by the Indemnitor or the Indemnified Party has
advised the Indemnified Party that representation of both partes by the same counsel would be
inappropriate because there may be legal defences available to the Indemnitied Party which are
different from or in addidon to those available to the Indemnitor (in which event and to that extent.
the Indemnitor shall not have the right to assume or direct the defence on the Indemnified Party’s
behalf) or that there is a conflict of interest between the Indemnitor and the Indemnified Party or
the subject matter of the action, suir, proceeding, claim or investigation may not fall within the



indemnity set forth herein (in either of which events the Indemnitor shall not have the right ro
assume or direct the defence on the Indemnified Party’s behalf).

No admission of liability and no settlement of any action, suit. proceeding. claim or investgation
shall be made withour the consent of the Indemmified Parties affected, such consent not to be
unreasonably withheld. No admission of liability shall be made and the Indemnitor shall not be
liable for any setdement of any action. suit. proceeding, claim or investigation made withour its
consent, such consent nor to be unreasonably withheld.

"The Indemnitor hereby acknowledges that Canaccord Genuity acts as trustee for the other
Indemnificd Pardes of the Indemnitor’s covenants under this indemniry with respect to such
persons and Canaccord Genuity agrees 10 accept such trust and to hold and enforce such covenants
on behalf of such persons.

This indemnity and contribution obligations of the Indemnitor hereunder shall be in addition to any
liability which the Indemnitor may otherwisc have, shall extend upon the same terms and conditions
to the Indemnified Pardes and shall be binding upon and enure to the benefit of any successors,
assigns, heirs and personal representatves of the Indemnitor. Canaccord Genuity and any other
Indemnified Party. The foregoing provisions shall survive the completion of professional services
rendered under the attached letter agreement or any terminadon of the authorizadon given by the
artached letter agreement.



	1. On March 31, 2011, Priszm Income Fund, Priszm Canadian Operating Trust, Priszm Inc. and Kit Finance Inc. (collectively, the “Applicants”) made an application under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), and an initial order (the “Initial Order”) was made by the Honourable Mr. Justice Morawetz of the Ontario Superior Court of Justice (Commercial List) (the “Court”) granting, inter alia, a stay of proceedings against the Applicants until April 29, 2011, (the “Stay Period”) and appointing FTI Consulting Canada Inc. as monitor (the “Monitor”).  The Initial Order also extended the benefits of the protections and authorizations provided by the Initial Order to Priszm LP (together with the Applicants, the “Priszm Entities”). The proceedings commenced by the Applicants under the CCAA will be referred to herein as the “CCAA Proceedings”.
	2. On April 29, 2011, the Honourable Madam Justice Mesbur granted an amended and restated initial order (the “Amended Initial Order”) and granted an order extending the Stay Period to June 30, 2011.
	3. The purpose of this, the Monitor’s Second Report, is to inform the Court on the following:
	(a) The notice of motion filed by Olymel Société en Commandite (“Olymel”), a Critical Supplier, returnable on a date to be fixed (the “Olymel Motion”);
	(b) The expiry of the DIP Amendment;
	(c) The receipts and disbursements of the Priszm Entities for the period April 18 to May 22, 2011;
	(d) The Priszm Entities’ revised cash flow forecast for the period May 23 to July 3, 2011 (the “May 24 Forecast”);
	(e) The Priszm Entities’ request for approval of the sale of 204 store locations to Soul Restaurants Canada Inc. (“Soul”), an affiliate of Soul Foods Group, a U.K. based franchisee of YUM! Restaurants International pursuant to the Amended and Restated Asset Purchase Agreement dated May 17, 2011 between Soul, Priszm LP and Priszm Inc. (the “Soul APA”) and for authorization to make certain payments from the proceeds of the transaction contemplated by the Soul APA (the “Soul Transaction”) and the Monitor’s recommendation on the foregoing;
	(f) The Priszm Entities request for approval of the Occupation Agreement and the Transition Services Agreement, each as hereinafter defined, and the Monitor’s recommendation thereon;
	(g) The Priszm Entities request for an Order assigning certain leases to Soul in connection with the Soul Transaction pursuant to section 11.3 of the CCAA (the “11.3 Motion”) and the Monitor’s recommendation thereon;
	(h) The Priszm Entities’ request for approval of a marketing process for the business and assets of the Priszm Entities in respect of those locations that are not located in Ontario or British Columbia and are not subject to the Soul Transaction (the “Marketing Process”) and the Monitor’s recommendation thereon;
	(i) The Priszm Entities’ request for approval, nunc pro tunc, of the engagement of Canaccord Genuity Corporation (“Canaccord Genuity”), pursuant to an engagement letter signed February 10, 2011 (the “Canaccord Genuity Engagement Letter”) and the  Monitor’s recommendation on the foregoing; and
	(j) The Priszm Entities’ request for authority to reallocate certain amounts forfeited on the resignation of participants of the key employee retention plans (the “KERPs”) to other KERP participants and for discretionary authority, subject to the prior consent of the Monitor, to utilize amounts forfeited by any future resignations of participants of the KERPs for additional KERP payments and the Monitor’s recommendation on the foregoing. 

	4. In preparing this report, the Monitor has relied upon unaudited financial information of the Priszm Entities, the Priszm Entities’ books and records, certain financial information prepared by the Priszm Entities and discussions with the Priszm Entities’ management.  The Monitor has not audited, reviewed or otherwise attempted to verify the accuracy or completeness of the information. Accordingly, the Monitor expresses no opinion or other form of assurance on the information contained in this report or relied on in its preparation.  Future oriented financial information reported or relied on in preparing this report is based on management’s assumptions regarding future events; actual results may vary from forecast and such variations may be material. 
	5. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian Dollars. Capitalized terms not otherwise defined herein have the meanings defined in the affidavit of Deborah Papernick, Chief Financial Officer of the Priszm Entities, sworn March 30, 2011, and filed in support of the CCAA application (the “Papernick Affidavit”), previous reports of the Monitor, the Amended Initial Order or in the affidavit of Ms. Deborah Papernick sworn May 24, 2011 and filed in support of the Priszm Entities’ motion (the “May 24 Affidavit”). Copies of Court orders and other materials in respect of the CCAA Proceedings are available on the Monitor’s Website at http://cfcanada.fticonsulting.com/priszm.
	6. The Initial Order created the Critical Supplier Charge which ranks in priority to the DIP Lender’s Charge, the Director’s Charge and the pre-filing secured indebtedness of Prudential.  On April 25, 2011, a motion was served on behalf of Olymel seeking inter alia to amend the terms of the Initial Order relating to Critical Suppliers or, in the alternative, requiring the imposition of terms similar to those typically found in DIP lending agreements and the appointment of a “Critical Supplier Committee” at the cost of the estate.
	7. Subsequently, at the request of the Monitor, the Monitor and its counsel, counsel to the Priszm Entities, counsel for Olymel and counsel for one additional critical supplier that had indicated support for certain aspects of the Olymel Motion met to discuss the matters raised in the Olymel Motion and to determine whether a basis existed to address the concerns of the two Critical Suppliers without the need for the Olymel Motion to be argued.  A further meeting has been scheduled among the same parties for June 3, 2011, and no return date in respect of the Olymel Motion has been set. 
	8. The DIP Amendment expired on its terms on May 20, 2011. While there have been discussions with Prudential in respect of an extension of the DIP Amendment, to date no extension has been agreed. However, the Priszm Entities’ cash flow forecasts, as described later in this report, show that the Priszm Entities’ do not anticipate a need for any advances under a DIP facility in the period of the forecasts. 
	9. The Priszm Entities’ actual cash flow on a consolidated basis for the period from April 18 to May 22, 2011, was approximately $2.7 million better than the April 20 Forecast filed as Appendix A to the Monitor’s First Report, as summarized below: 
	10. Explanations for the key variances in actual receipts and disbursements as compared to the April 20 Forecast are as follows:
	(a) The positive variance in Store costs arises from lower than forecast payroll costs and distributor costs and is believed to be a permanent saving;
	(b) The positive variance in Occupancy costs is a timing difference in respect of utility payments where invoices have not yet been received;
	(c) The positive variance in IT costs is a combination of a permanent variance of $103,000 related to the non-payment of pre-filing portions of an invoice and a timing difference of $147,000 which will reverse in future periods;
	(d) The positive variance in Repairs and Maintenance is a combination of a permanent variance of approximately $100,000 and timing differences arising from terms being provided by certain vendors; 
	(e) The positive variance in Marketing is a permanent variance arising from expenses included in the cash flow related to direct mail promotional programs that were not incurred;
	(f) The positive variance in Other Vendors is attributed to lower than forecast costs during the period and a timing difference of approximately $280,000 with respect to the payment of property taxes; 
	(g) The positive variance in Co-op marketing costs is a permanent variance arising as a result of the inadvertent inclusion in the forecast of part of an invoice that related to pre-filing amounts which were not paid as provided for in the Initial Order; 
	(h) The negative variance in Sales Taxes arises due to a lower input tax credit in the current period; and
	(i) The positive variance in Legal and Professional Fees is a timing difference that will reverse in future periods.

	11. The May 24 Forecast is attached hereto as Appendix A and shows a minimum cash balance of approximately $10.5 million in the period May 22 to July 3, 2011. The May 24 Forecast is summarized below:
	12. The major changes in the underlying assumptions in the May 24 Forecast as compared to the April 20 Forecast are as follows:
	(a) Payroll costs have been reduced to reflect recent cost levels;
	(b) Chicken costs have been reduced by 2% to reflect recent cost levels;
	(c) Royalty payments have been included for amounts arising in the period commencing May 21, 2011, as the deferral of royalties expires on May 20, 2011. 

	13. In addition to the May 24 Forecast, which assumes status quo for operations and no closing of the Soul Transaction, the Priszm Entities have prepared a cash flow forecast for the period May 22 to July 3, 2011 assuming that the Soul Transaction closes in the week ended June 5, 2011 (the “May 24 Soul Closing Forecast”).  A copy of the May 24 Soul Closing Forecast is attached hereto as Appendix B.  
	14. Capitalized terms not otherwise defined in this section of the Report have the meaning ascribed to such terms in the Soul APA.
	15. As described in the Papernick Affidavit, on December 11, 2010, Priszm LP and Priszm Inc. entered into an asset purchase agreement with Soul Restaurants Canada Inc. (formerly 7716443 Canada Inc.) for the sale of 232 restaurants (subsequently reduced to 231) in Ontario and British Columbia for an aggregate purchase price of approximately $46.4 million before purchase price adjustments as provided for in the agreement (the “December Soul APA”). The December Soul APA was subject to several conditions, including due diligence, financing, obtaining a minimum number of lease assignments, the consent of the Franchisor and Prudential and, if necessary, Unitholder approval.
	16. The sales process which ultimately resulted in the execution of the December Soul APA is described in the May 24 Affidavit. 
	17. Since the execution of the December Soul APA the parties had been working to clear conditions in order that the transaction could be closed. However, immediately before the commencement of the CCAA Proceedings, Soul requested a significant reduction to the purchase price.  Since all of the conditions precedent to closing in the December Soul APA had not been satisfied at that time, the Priszm Entities and Soul engaged in extensive negotiations which resulted in a purchase price reduction of approximately $2.4 million and a reduction of $1.1 million in the Closing Date Current Assets Amount, with 27 fewer Outlets being included in the transaction, the deposit being increased by $1 million and a number of conditions being removed or amended to reduce closing risk. On May 17, 2011, the Soul APA was executed.
	18. The key provisions of the Soul APA, certain matters relating to the proceeds of sale and the Monitor’s comments with relation to the foregoing are provided below.
	19. The key terms of the Soul APA, a copy of which is attached as Exhibit A to the May 24 Affidavit, are summarized as follows:
	(a) The transaction includes 38 stores in British Columbia, 162 stores in Ontario and 4 stores in Quebec, including the Vendor’s interest in the Leases and Leased Premises, the related Franchise Agreements, equipment, Trade Fixtures, Inventories, Accounts Receivable, Prepaid Expenses and Restaurant Cash Float;
	(b) The Leases shall be assigned to the Purchaser on consent of the Landlord where such consent is required. For any Lease where Landlord Consent is not obtained prior to Closing, commercially reasonable efforts shall be used to obtain either such Consent or an Order of the Court assigning such Lease within six months of Closing. In the period from Closing to the date of assignment, the Vendor shall hold the Lease in trust for the Purchaser and the Purchaser shall occupy the location pursuant to the Occupation Agreement (as defined later in this report);
	(c) To the extent that less than 95% (194) of the Leases are not assigned within six months of Closing, the Lease is terminated or the Purchaser is evicted prior to an assignment of the Lease becoming effective, the Purchase Price will be reduced by the amount of the Purchase Price allocated to the non-assigned Outlets and refunded to the Purchaser;
	(d) The Purchase Price is $42,824,000, subject to adjustments in respect of Leases not assigned as described above and post-closing adjustment in respect of Current Assets. The Purchase Price is comprised of $39.5 million plus $408,000 related to franchise renewal fees previously paid by the Priszm Entities, $116,000 equal to the price of the UPGC Shares plus $2.8 million being the Closing Date Currents Assets Amount;
	(e) A deposit of $3 million has been paid by the Purchaser and is held by the Monitor. The Deposit is refundable only in the event that the Vendor does not perform and comply with certain of the terms and conditions of the Soul APA, including the execution and delivery of documents contemplated or required under the Soul APA or if the conditions precedent for the mutual benefit of the Vendor and the Purchaser are not satisfied or waived;
	(f) The Closing Date shall be the first Monday after the Sale Approval Order is issued or such other date not later than May 31, 2011 as may be agreed by the parties; and
	(g) The Purchaser shall offer employment effective as of the Closing Date to the Designated Employees, being the employees currently employed by the Vendor at the Outlets, the managers employed by the General Partner with respect to the Outlets, and the Regional Directors of Operations, Area Managers, and Field Training Leaders employed by the General Partner with respect to the geographic area in which the Outlets are situated, and the Purchaser shall recognize the service to the Vendor of the Designated Employees for all purposes.

	20. The Soul APA is subject to a number of conditions, as follows:
	(a) For the exclusive benefit of the Purchaser, to be fulfilled or performed on or before the Closing Date:
	(i) the Vendor shall deliver or cause to be delivered to the Purchaser all keys, entry devices and pass codes with respect to the Purchased Assets including combinations to any locks or vaults; provided that all keys, entry devices and pass codes in the possession of Transferred Employees shall be deemed to have been delivered to the Purchaser;
	(ii) the representations and warranties of the Vendor shall be, to the best of the Vendor’s knowledge, information and belief, true and correct in all material respects, subject to the CCAA process, as of the Closing Date with the same force and effect as if such representations and warranties were made on and as of such date.  However, (i) if a representation and warranty is qualified by materiality or Material Adverse Effect, it must be true and correct in all respects after giving effect to such qualification and (ii) if a representation and warranty speaks only as of a specific date it only needs to be true and correct as of that date; and
	(iii) the Vendor shall have performed and complied with all of the terms and conditions in the Agreement on its part to be performed or complied with at or before the Closing and shall have executed and delivered or caused to have been executed and delivered to the Purchaser at the Closing all the documents contemplated or required to be so executed and delivered in the Soul APA.

	(b) For the exclusive benefit of the Vendor, to be fulfilled or performed on or before the Closing Date (other than item (i) which shall be fulfilled or performed on or before the Condition Date):
	(i) the Vendor shall have received evidence satisfactory to the Vendor that the Purchaser has and will have at Closing all funds on hand necessary to pay the Purchase Price; 
	(ii) the representations and warranties of the Purchaser shall be true and correct in all material respects as of the Closing Date with the same force and effect as if such representations and warranties were made on and as of such date.  However, (i) if a representation and warranty is qualified by materiality or Material Adverse Effect, it must be true and correct in all respects after giving effect to such qualification and (ii) if a representation and warranty speaks only as of a specific date it only needs to be true and correct as of that date; and 
	(iii) the Purchaser shall have performed and complied with all of the terms and conditions in the Agreement on its part to be performed or complied with at or before the Closing and shall have executed and delivered or caused to have been executed and delivered to the Vendor at the Closing all the documents contemplated required to be so executed and delivered in this Agreement.

	(c) For the mutual benefit of the Vendor and the Purchaser, to be fulfilled or performed, on or before the Closing Date (other than items (ii) and (iii) which shall be fulfilled or performed on or before the Condition Date):
	(i) the Sale Approval Order shall have been issued and entered by the Court either (i) in the form attached as Schedule “H” to the Soul APA, which the Parties acknowledge is satisfactory, or (ii) in a form which is not more adverse to the Purchaser, acting reasonably, and shall not be subject to a stay;
	(ii) the Parties shall have received evidence, satisfactory to the Vendor and the Purchaser, acting reasonably, of the consent of Prudential to the transaction contemplated in the Soul APA; and 
	(iii) the Purchaser and the Franchisor shall have (i) entered into a new franchise agreement or (ii) have executed an agreement assigning the Master Franchise Agreement as it relates to the Outlets and the Franchise Agreements for each of the Outlets to the Purchaser, each in form and substance satisfactory to the Parties acting reasonably, and the Franchisor shall have provided its consent to such assignment conditional upon completion of the transaction and any payments to the Franchisor contemplated by the Sale Approval Order in form and substance satisfactory to the Parties acting reasonably.


	21. As evidence of financing, Soul has provided a copy of a commitment letter from Bank of Montreal and Soul’s counsel has confirmed that it holds in its trust account adequate funds to fund the balance of the Purchase Price, after taking into account the advances to be received from Bank of Montreal under its funding commitment, under the Soul APA. Soul’s counsel has further confirmed that its instructions are that such funds are to be held in the trust account and that such portion of such funds as are required to satisfy the Purchase Price, after taking into account the advances to be received from Bank of Montreal under its funding commitment, shall be paid to the Monitor upon the successful completion of the purchase transaction contemplated in the Soul APA. Soul’s counsel has also confirmed that such instructions are not subject to any other conditions being met and that their clients have agreed such instructions will not change if the transaction contemplated by the Soul APA is completed in accordance with its terms. The Priszm Entities have informed the Monitor that relying on the foregoing, the condition in respect of evidence of financing described earlier in this report has been satisfied.
	22. The Franchisor, the Priszm Entities and Soul have entered into a consent agreement, effective on Closing (the “Franchisor Consent Agreement”), a copy of which is attached hereto as Appendix C without certain Exhibits that are deemed confidential by one or more of the parties. Priszm LP, Priszm Inc. and Soul have entered into assignment agreement, effective on Closing, a copy of which is attached as Exhibit 1to the Franchisor Consent Agreement. 
	23. The Parties have received satisfactory evidence of the consent of Prudential to the transaction contemplated in the Soul APA.
	24. It is proposed that the Purchase Price of $42,824,000, less the deposit of $3,000,000 already held by the Monitor, be paid to the Monitor on closing.  There are a number of potential claims to the Purchase Price and a number of payments to be made from the Purchase Price or from operating cash flow on or following Closing, as described below.
	25. Pursuant to the Soul APA, a reimbursement of the Purchase Price will be due to Soul to the extent that:
	(a) Less than 95% (194) of the Leases are not assigned within six months of Closing or the Lease is terminated or the Purchaser evicted prior to an assignment becoming effective; and
	(b) The Current Assets are determined from the Current Assets Statement (prepared within 30 days of the Closing Date) to be less than $2,800,000.

	26. The Priszm Entities have informed the Monitor that as at May 24, 2011, 38 executed Landlord Consents have been received and a further 94 notices of assignment have been issued in respect of Leases which can on their terms be assigned on notice without consent (the “Notice Leases”). The Priszm Entities have also informed the Monitor that a form of consent has been agreed for execution on Closing in respect of 14 additional Leases, with a “comfort letter” confirming that the consent will be provided on Closing having been provided by the Landlords for 11 of those Leases.
	27. Based on the provisions of the Soul APA, the Monitor calculates that the maximum potential Purchase Price reduction in respect of failure to assign Leases, assuming that only the Notice Leases and those Leases for which signed consents have already been obtained are ultimately assigned, is $12.9 million. 
	28. The Priszm Entities have served a Notice of Motion, returnable on the same date as the motion for approval of the Soul Transaction, for an Order under section 11.3 of the CCAA assigning the rights and obligations of the Priszm Entities under the Leases for which no acceptable form of consent has yet been agreed or for which no comfort letter has been provided. To the extent that the Priszm Entities are successful in their motion, such Leases would be assigned on Closing and there would be no Purchase Price reduction in respect of the failure to assign leases.
	29. It is not possible to calculate at this time what the Current Assets Purchase Price Adjustment may be.  Accordingly, the full amount of the Currents Assets Closing Amount, being $2.8 million, will be held pending adjustment in accordance with the terms of the Soul APA. 
	30. In addition to the potential refunds under the Soul APA, refund obligations exist under the Occupation Agreement. The Priszm Entities have calculated the maximum potential refund under the Occupation Agreement as approximately $0.8 million.  
	31. The Master Franchise Agreement provides that on a transfer of an Outlet, the Franchisor is entitled to be paid all accrued monetary obligations owing by the Franchisor plus a transfer fee of US$5,400 per store, to a maximum aggregate transfer fee of US$1 million (the “Transfer Fee”).
	32. As a condition of its consent to the assignment of the Franchise Agreements or the granting of a new Franchise Agreement, which is a condition precedent to the Soul APA, the Franchisor has demanded that the following amounts be paid out of the proceeds of the transaction that are accrued to May 15, 2011, plus the amounts accruing from May 16, 2011 to the Closing Date (not to exceed $1.5 million), which it is estimated will be approximately $650,000: 
	33. The Monitor has been informed that the Priszm Entities, the Purchaser and Prudential have agreed to the aforementioned payments to the Franchisor in order to obtain the consent to the assignment of the Franchise Agreements in satisfaction of the condition precedent to the Soul APA regarding Franchise Agreements.
	34. Scott’s REIT (“SREIT”) is the Priszm Entities’ major landlord with 181 leases, of which 63 are subject to the Soul Transaction. SREIT has alleged a claim that the wording of their leases is such that in the event that the Priszm Entities undertake a transaction that includes a payment for the assignment of leases, SREIT is entitled to such proceeds and that the proceeds are to be held in trust for the benefit of SREIT. The Priszm Entities and Prudential dispute this claim, which is as yet not the subject of a motion before this Honourable Court.  The leases of a number of other landlords have language similar to that contained in the SREIT leases, though, to the Monitor’s knowledge, as at the date of this report none have advanced the same claims as SREIT.
	35. The Priszm Entities have agreed that a portion of the proceeds of the Soul Transaction will be held by the Monitor pending further order of the Court.
	36. SREIT have requested that $12.2 million be held pending further order of the Court, without duplication of amounts held in respect of any potential purchase price reduction in connection with a failure to assign leases. The Monitor understands that this amount is calculated by dividing $39.5 million of the Purchase Price by the number of Outlets subject to the Soul Transaction (204) and multiplying by the number of such Outlets that are subject to SREIT leases. 
	37. Schedule F to the Soul APA includes a purchase price allocation by Outlet. The Monitor understands that Schedule F to the December Soul APA was agreed between Soul and the Priszm Entities at a time where there was no knowledge of the potential claims of landlords. Schedule F to the Soul APA has been prepared by the Priszm Entities by making pro rata adjustments to the original Schedule F to reflect the reduced Purchase Price. Accordingly, the allocation of the Purchase Price between the Outlets does not appear to have been influenced by knowledge of the potential claims of landlords. Schedule F allocates no value to the lease interest but does allocate value to each of leasehold improvements, equipment, franchise rights and goodwill. 
	38. For the various categories of leases that are subject to the Soul Transaction, the Monitor has calculated the amount of the Purchase Price related to the associated Outlets using the Purchase Price allocation from Schedule F to the Soul APA and using the pro-rata method used by SREIT as follows:
	39. Using the greater of the allocation contained in Schedule F to the Soul APA or the pro-rata calculation for each category of leases as set out above, the Monitor calculates that a total of approximately $22.8 million (highlighted in the table above) of the Purchase Price relates to the Outlets with leases that have been identified as having clauses similar to those on which SREIT appears to base its claim, inclusive of the $12.2 million related to Outlets with an SREIT lease.  Of this amount, approximately $8.8 million is the maximum possible purchase price reduction relating to leases requiring consent for assignment which consent has not yet been executed at the date of this report.
	40. As part of its ongoing monitoring of the receipts and disbursements of the Priszm Entities, the Monitor has been reviewing the status of payments to Critical Suppliers. Nothing has come to its attention to suggest that such payments have not been in compliance with the terms of the Amended Initial Order.  Based on the outstanding invoices and the May 24 Forecast, the Monitor estimates that as at May 29, 2011, approximately $11.4 million will be accrued and owing to Critical Suppliers for post-filing supply.  
	41. The Priszm Entities have informed the Monitor that it is their intent, if the Soul Transaction Closes, to pay the outstanding post-filing Critical Supplier invoices within one week of the Closing Date from cash on hand. 
	42. In the event that the Soul Transaction closes and once the amounts owing to Critical Suppliers for post-filing supply up to the Closing Date have been paid, the Monitor estimates, based on the May 24 Soul Closing Forecast, that the maximum amount of liabilities subject to the Critical Supplier Charge would be reduced to approximately $5.3 million, primarily as a result of the reduction in the number of outlets being operated by the Priszm Entities. 
	43. As described in the May 24 Affidavit, the sales process that led to the execution of the December Soul APA was carried out in the fall of 2010, many months before the commencement of the CCAA Proceedings. While the Priszm Entities took steps to try to identify and canvass an extensive range of potentially interested parties, there did not appear to be any significant public disclosure regarding the acquisition opportunity. Furthermore, at that time, interested parties may have believed that there were restrictions on what was available for sale as the Priszm Entities intent was to sell only a portion of their locations, pay down debt and restructure around a reduced number of stores. In addition, the process focussed only on a sale for existing use and did not involve parties that may have been interested in acquiring assets for alternate use.
	44. Since the commencement of the CCAA Proceedings, a number of parties have expressed interest in exploring a potential acquisition of the assets subject to the Soul Transaction.  Given the exclusivity enjoyed by Soul pursuant to the December Soul APA (which exclusivity expired only on termination of the December Soul APA by the Priszm Entities on May 13, 2011), the Priszm Entities have not been able to explore whether there is any possibility that an alternate buyer may be prepared to pay a higher price for the assets subject to the Soul APA.  Accordingly, given the limitations of the process that led to the December Soul APA, in considering the Priszm Entities’ request for approval of the Soul APA, the Monitor considered the benefits of the Soul APA against the potential benefits and risks associated with remarketing the assets.
	45. The Monitor has considered the Purchase Price in comparison to the non-binding expressions of interest received in connection with the Marketing Process for the locations not part of the Soul Transaction.  Based on that comparison, the Monitor is of the view that the Purchase Price under the Soul APA is reasonable.  The Monitor is also of the view that disclosure of those expressions of interest or of the comparative analysis could be highly detrimental to the ongoing Marketing Process. Accordingly, that analysis is contained in confidential Appendix D to this report for which the Priszm Entities are seeking a Sealing Order.
	46. Given the limited conditions of the Soul APA, the evidence of financing provided by Soul and the satisfaction of the conditions precedent related to the consents of Prudential and the Franchisor, the Priszm Entities believe that there is a relatively low degree of closing risk. The Monitor concurs.
	47. While it is possible that a higher realization could potentially be achieved if the assets were remarketed, doing so would give rise to additional delay and expense and bears the risk that no offers may be received following a remarketing or that future offers may be lower.  While a “stalking-horse” process would provide the opportunity to remarket the assets while protecting against the down-side risk of a lower price, Soul has informed the Priszm Entities that is not prepared to act as a stalking-horse. 
	48. Closing of the Soul APA would result in the continuation of going concern operations at 204 restaurants.  This would preserve approximately 3,100 jobs, provide the landlords of those locations with a replacement tenant and provide ongoing business opportunities for suppliers.  The Monitor is of the view that notwithstanding the possibility that a higher purchase price may be achieved if the assets subject to the Soul APA are remarketed, the benefits that the Soul Transaction provides outweigh the risks associated with remarketing.  Accordingly, the Monitor is of the view that the Purchase Price is reasonable in the circumstances and supports the Priszm Entities request for approval of the Soul APA.
	49. The Priszm Entities and the Monitor have reviewed the calculation of the amounts claimed by the Franchisor with respect to pre-filing and post-filing continuing fees, Transfer Fees and other amounts owing under the Master Franchise Agreement and are satisfied as to the method and accuracy of such calculations.
	50. While the Franchise Agreement provides for the payment of Transfer Fees, the Company has informed the Monitor that the Transfer Fees have not been paid on previous sales of stores to existing franchisees of the Franchisor.  While the Monitor understands that Soul is an affiliate of a U.K. based franchisee of the Franchisor’s affiliates, the Franchisor has taken the position that the Purchaser itself is not an existing franchisee. Accordingly, the Franchisor is requiring the payment of the Transfer Fee in respect of the Soul Transaction.  
	51. The Franchise Agreement provides for interest on overdue amounts at the rate of 18% per annum. The payments demanded by the Franchisor as a condition of their consent to the assignment of the Franchise Agreements include interest on the pre-filing Continuing Fees and other amounts payable up to the date on the Initial Order. 
	52. As noted earlier in this report, the amount demanded by the Franchisor as a condition of its consent to the assignment of the Franchise Agreement includes pre-filing and post-filing arrears relating to Outlets that are not subject to the Soul Transaction and is therefore not limited to amounts required to “cure” monetary defaults related to the Outlets. 
	53. The SREIT claim to proceeds is not currently subject to a motion before the Court. The Priszm Entities and SREIT have agreed that $12.2 million of the Purchase Price (being the pro-rata portion of the Purchase Price related to such Outlets, calculated as $39.5 million multiplied by the number of Outlets subject to SREIT Leases in the Soul Transaction divided by 204, the total number of Outlets in the Soul Transaction) will be held by the Monitor pending further Order of the Court.
	54. As there are additional leases that include provisions similar to the provisions in the SREIT leases, the Monitor is of the view that proceeds should also be held in case of claims by other landlords. In that regard, the Priszm Entities have agreed that the Monitor will hold a further $10.6 million pending further order of the Court, being the greater of the pro rata amount of the Purchase Price related to such Outlets and the amount set out in Schedule F to the Soul APA.
	55. The Monitor calculates that of the total of $22.8 million described above, $8.8 million is included in the amount that will be held in respect of potential purchase price reductions. As the landlords’ claims, if any, could only extend to the proceeds of sale if they are not refunded to the Purchaser in accordance with the Soul APA, “reserving” the $8.8 million in addition to the amounts reserved in respect of the potential Purchase Price reduction would be duplicative and is not necessary.  
	56. As the Critical Supplier Charge is secured against the assets subject to the Soul Transaction and ranks subordinate only to the Administration Charge, and having regard to the Priszm Entities cash flow forecasts, the Monitor is of the view that it is appropriate for the Priszm Entities to pay the outstanding post-filing Critical Supplier invoices within one week of the Closing Date.
	57. The Monitor has reviewed the calculation of amounts payable in respect of the employees that would be transferred to Soul or whose employment would be terminated as a result of the Soul Transaction and is satisfied that the payments referred to in section 36(7) of the CCAA can be made to such employees by the Priszm Entities from operating cash flow.
	58. If the relief is granted as requested, the proceeds held by the Monitor would be as follows: 
	59. Priszm LP, Priszm Inc. and Soul have entered into an occupation agreement, effective as of the Closing Date, pursuant to which Soul will occupy and operate the Outlets subject to the Soul Transaction for which Leases are not assigned on Closing (the “Occupation Agreement”).  A copy of the Occupation Agreement is attached as Exhibit B to the May 24 Affidavit.  Capitalized terms used in this section of the report that are not otherwise defined are as defined in the Occupation Agreement.
	60. The key terms of the Occupation Agreement are summarized as follows:
	(a) Soul is granted a licence to occupy each of the Premises from the Closing Date to the earlier of:
	(i) the date that is six months from the Closing Date;
	(ii) the time the relevant Landlord’s consent to the assignment of the applicable Lease is obtained or the assignment has been ordered by the Court and such Lease has been assigned to the Licensee;
	(iii) the time the applicable Lease is lawfully terminated or expires; and
	(iv) the time the license is terminated in respect of any given Lease in accordance with the terms of the Occupation Agreement;

	(b) Soul is required to pay to Priszm LP any and all rent, expenses, occupation costs and other amounts relating to the Premises which Priszm LP is obligated to pay pursuant to and in accordance with the Leases;   

	61. The Occupation Agreement does not purport to release Priszm LP or Priszm Inc. from any obligations, liabilities or covenants that it has under the Leases.
	62. The Monitor supports the Soul Transaction closing and the Leases being assigned as quickly as possible. To the extent that the Leases are not assigned on Closing, because the Priszm Entities do not have acceptable forms of landlord consent and an order is not made by the Court assigning such Leases pursuant to section 11.3 of the CCAA, the Monitor supports the Priszm Entities’ request for approval of the Occupation Agreement as a mechanism to ensure that the Soul Transaction can close, the Outlets can continue to be operated and the employees’ jobs can be preserved pending the Leases being assigned.
	63. Priszm LP, Priszm Inc. and Soul have entered into an agreement for the provision of certain information technology services (the “Transition Services Agreement”), which agreement is effective on the Closing Date. Capitalized terms used in this section of this report not otherwise defined are as defined in the Transition Services Agreement.
	64. The Transition Services Agreement is conditional on its approval by the Court and approval of the Soul APA. It provides for the provision of the Services by Priszm LP for the period from the Closing Date to July 22, 2011.  Pursuant to the Transition Services Agreement, Soul will pay for the Services and the provision of the Services shall be on a no cost basis to Priszm LP.
	65. Given the short period of the Transition Services Agreement and that there should be no cost to the estate from the implementation of the Transition Services Agreement and the provision of the Services thereunder, the Monitor supports the Priszm Entities’ request for approval of the Transition Services Agreement.
	66. In connection with the Soul Transaction, the Priszm Entities have filed a notice of motion, returnable on May 30, 2011, seeking an Order under section 11.3 of the CCAA assigning the rights and obligations of the Priszm Entities (for each Lease, an “11.3 Order”) under the 72 Leases for which executed consents to assign have as yet not been received from the relevant landlords (the “Outstanding Leases”).
	67. Under the Soul APA, the Priszm Entities have an obligation to use commercially reasonable efforts to obtain either the landlord’s consent to the assignment or an 11.3 Order. As described earlier in this report, to the extent that the Outstanding Leases are not assigned, there would be a Purchase Price reduction unless at least 95% of all Leases are assigned.
	68. Assuming the Soul Transaction is approved and closes, the majority of stores in Ontario and British Columbia will be sold and the employees responsible for the operation of such stores, including the area and regional managers will be transferred to Soul. In the event that some or all of the Outstanding Leases are not ultimately assigned, the Priszm Entities would be left with the stores but with no local management infrastructure to oversee their operation. The senior management of the Priszm Entities have informed the Monitor that, in their opinion, the continued operation of stores with Outstanding Leases is unlikely to be feasible in the event that the Outstanding Leases are not ultimately assigned. 
	69. The Monitor is unable to comment on Soul’s business plans or the strength of the covenant that assignment of the Outstanding Leases would provide to the landlords in question. However, the Monitor understands that it is Soul’s intention to continue to operate the same business as is currently operated by the Priszm Entities at those locations.
	70. While the Monitor understands that SREIT has provided a form of assignment  agreement to the Priszm Entities by which it proposes to consent to the assignment of it outstanding leases to Soul. The Priszm Entities and SREIT have not been able to agree to the terms of such agreement. The Monitor supports the Soul Transaction closing and the Leases being assigned as quickly as possible. The 11.3 Motion provides an efficient mechanism to achieve that.
	71. The Monitor has not been made aware of any existing monetary defaults under the Outstanding Leases that could not be remedied by the Priszm Entities. 
	72. Accordingly, the Monitor approves of the proposed assignment.
	73. As described in the Papernick Affidavit and the Monitor’s First Report, the Priszm Entities are in the process of seeking offers for the acquisition of the locations that are not part of the Soul Transaction with the assistance of Canaccord Genuity.  
	74. Potential purchasers were identified and approached by Canaccord Genuity to determine if they were interested in participating in the Marketing Process and a “teaser” outlining the opportunity was provided on request.
	75. Those parties who informed Canaccord Genuity that they were interested in exploring the opportunity to acquire the assets and who executed a confidentiality agreement in a form satisfactory to the Priszm Entities were provided a confidential information memorandum and access to a virtual data-room.
	76. Prospective purchasers were informed that they were required to submit a letter of intent (“Letter of Intent”) on or before March 22, 2011 (the “LOI Deadline”).
	77. The Letters of Intent received were reviewed by the Priszm Entities, in consultation with Canaccord Genuity, the Proposed Monitor (as it was then) and Prudential and all parties that submitted a Letter of Intent were invited to proceed to the next phase of the Marketing Process, other than one party that expressed interest in only two stores.
	78. A deadline of May 9, 2011, was set as the deadline for binding offers.
	79. Following the commencement of the CCAA Proceedings, several additional parties contacted the Monitor, the Prism Entities or Canaccord Genuity to express interest in a potential acquisition of stores. All such parties were invited to execute a confidentiality agreement and those that did so were provided the confidential information memorandum and access to the virtual data-room.
	80. A number of interested parties requested that the May 9 bid deadline be extended as they needed additional time to complete due diligence and formulate an offer. As a result of the significant number of additional interested parties that came forward following the commencement of the CCAA Proceedings and after consultation with Canaccord Genuity, the Monitor and Prudential, the Priszm Entities extended the deadline for the submission of binding offers to May 25, 2011 (the “Bid Deadline”).
	81. The Monitor believes that the Marketing Process is fair, transparent and reasonable in the circumstances. The Monitor therefore respectfully recommends that the Priszm Entities’ request for approval of the Marketing Process be granted.
	82. As noted earlier in this report, Canaccord Genuity was engaged by the Priszm Entities pursuant to the Canaccord Genuity Engagement Letter to assist with the marketing of the business and assets of the Priszm Entities related to those locations not located in Ontario or British Columbia and that are not subject to the Soul Transaction. The Priszm Entities now seek an order approving the engagement of Canaccord Genuity nunc pro tunc.
	83. Canaccord Genuity is a well known and respected provider of investment banking services. Furthermore, the Monitor is informed that Canaccord Genuity has previously provided various services to the Priszm Entities. Accordingly, Canaccord Genuity is familiar with the assets and the industry and is a logical choice to assist with the Marketing Process. 
	84. The Canaccord Genuity Engagement Letter provides for an engagement fee on execution (which was paid prior to the CCAA Proceedings) and transaction fees (the “Transaction Fee”) payable on completion of any Transaction (as defined in the Canaccord Genuity Engagement Letter) other than the Soul Transaction, with the amount of the Transaction Fee dependant on the gross proceeds of Transactions. The engagement fee is to be credited against any Transaction Fee.
	85. The Monitor understands that the fee structure contained in the Canaccord Genuity Engagement Letter was the subject of significant negotiation with the Priszm Entities and Prudential.  Based on its experience and the circumstances of this case, the Monitor is of the view that the fees provided for in the Canaccord Genuity Engagement Letter are consistent with market practice and are reasonable.
	86. The Canaccord Genuity Engagement Letter provides that it is to be maintained as confidential. Furthermore, the Priszm Entities and Canaccord Genuity submit that the terms and conditions of the Canaccord Genuity Engagement Letter are commercially sensitive and disclosure could adversely impact the Marketing Process. The Monitor concurs.  Accordingly, a redacted version of the Canaccord Genuity Engagement Letter is attached hereto as Appendix E. The unredacted Canaccord Genuity Engagement Letter will, of course, be made available to the Court under appropriate confidentiality arrangements if requested.
	87. Based on the forgoing, the Monitor respectfully recommends that this Honourable Court grant the Priszm Entities’ request for approval of the Canaccord Genuity Engagement Letter. 
	88. As described at paragraphs 102 to 106 of the Papernick Affidavit, prior to the commencement of the CCAA Proceedings, the Priszm Entities offered 41 key personnel retention bonuses and created trusts in favour of the KERP participants to secure the obligations under the KERPs.
	89. On April 29, 2011, the Honourable Madam Justice Mesbur granted an Order approving certain amendments to the KERPs. Since then, an additional two KERP participants have resigned and have therefore forfeited their entitlement under the KERPs. The Priszm Entities continue to have concerns regarding the retention of key employees and seek discretionary authority, subject to the prior concurrence of the Monitor, to utilize amounts forfeited by the resignation of KERP participants to date or in the future to make additional KERP payments. As this would be a redistribution of amounts already subject to a trust agreement and the quantum would not be significant to the estate as a whole, the Monitor is of the view that there would be no adverse impact on creditors of the Priszm Entities if the Priszm Entities’ request is granted.
	90. Accordingly, the Monitor respectfully recommends that this Honourable Court grant the Priszm Entities’ request for discretionary authority, subject to the prior concurrence of the Monitor, to utilize amounts forfeit by the resignation of KERP participants to date or in the future to make additional KERP payments.
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