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No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. This prospectus constitutes a
public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell such
securities. These securities have not been, and will not be, registered under the United States Securities Act of 1933, as amended (the ‘‘U.S. Securities Act’’),
or the securities laws of any state of the United States and may not be offered, sold or delivered, directly or indirectly, in the United States (as such term is
defined in Regulation S under the U.S. Securities Act) (the ‘‘United States’’) or to, or for the account or benefit of, U.S. Persons (as defined in the
U.S. Securities Act), except pursuant to an exemption from the registration requirements of the U.S. Securities Act and applicable state securities laws. This
prospectus does not constitute an offer to sell or solicitation of an offer to buy any of these securities in the United States. See ‘‘Plan of Distribution’’.
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CARA OPERATIONS LIMITED

$200,100,000

(8,700,000 Subordinate Voting Shares)

This prospectus qualifies the distribution to the public (the ‘‘Offering’’) of an aggregate of 8,700,000 subordinate voting shares
(‘‘Subordinate Voting Shares’’) of Cara Operations Limited (the ‘‘Company’’ or ‘‘Cara’’), a company incorporated under, and
governed by, the laws of Ontario, at a price of $23.00 per Subordinate Voting Share (the ‘‘Offering Price’’).

The Subordinate Voting Shares are ‘‘restricted securities’’ within the meaning of such term under applicable Canadian securities
laws. The Company is exempt from the requirements of Section 12.3 of National Instrument 41-101 — General Prospectus
Requirements on the basis that the Company was a private issuer immediately before filing the prospectus.

Cara is Canada’s largest full-service restaurant company and third largest restaurant operator based on 2013 sales. As at
December 30, 2014, Cara had 10 brands and 837 restaurants across Canada, 89% of which are operated by franchisees. Cara’s
restaurant network includes iconic brands that resonate with Canadians, such as Swiss Chalet and Harvey’s. Under the leadership
of Cara’s new management team, Cara’s financial performance has strengthened significantly. From Fiscal 2013 to Fiscal 2014,
System Sales(1) increased 23.6%, Total gross revenue from continuing operations increased 4.1%, SRS Growth(1) was 2.6%, and
Operating EBITDA(1) increased 74.4%. See ‘‘Non-IFRS Measures’’. For a reconciliation of net earnings (loss) from continuing
operations to Operating EBITDA, see ‘‘Selected Consolidated Financial Information’’. 

Upon completion of the Offering, the Company will have two classes of issued and outstanding shares: Subordinate Voting Shares
and multiple voting shares (‘‘Multiple Voting Shares’’, and together with the Subordinate Voting Shares, the ‘‘Shares’’). The
Multiple Voting Shares will be held by Fairfax Financial Holdings Limited and its affiliates (‘‘Fairfax’’) and the Phelan family
through Cara Holdings Limited and its affiliates (‘‘Cara Holdings’’, and together with Fairfax, the ‘‘Principal Shareholders’’),
either directly or indirectly. The Subordinate Voting Shares and the Multiple Voting Shares are substantially identical with the
exception of the voting, pre-emptive and conversion rights attached to the Multiple Voting Shares. Each Subordinate Voting Share
is entitled to one vote and each Multiple Voting Share is entitled to 25 votes on all matters. The Multiple Voting Shares are
convertible into Subordinate Voting Shares on a one-for-one basis at any time at the option of the holders thereof and
automatically in certain other circumstances. The holders of Subordinate Voting Shares benefit from ‘‘coattail’’ provisions that give
them certain rights in the event of a take-over bid for the Multiple Voting Shares. Upon completion of the Offering and assuming
no exercise of the Over-Allotment Option, the Company will have 10,237,871 Subordinate Voting Shares and 37,396,284 Multiple
Voting Shares issued and outstanding. See ‘‘Principal Shareholders’’ and ‘‘Description of Share Capital’’.

Upon completion of the Offering, the Principal Shareholders will collectively hold 100% of the Company’s issued and outstanding
Multiple Voting Shares. After giving effect to the Offering, the Principal Shareholders will hold approximately 79% of the
Company’s total issued and outstanding Shares and will hold approximately 99% of the voting power attached to all of the Shares
(approximately 76% and 99%, respectively, if the Over-Allotment Option is exercised in full). As a result, the Principal
Shareholders will have a significant influence on the Company. See ‘‘Principal Shareholders’’ and ‘‘Risk Factors’’. All of the
Multiple Voting Shares held after completion of the Offering by the Principal Shareholders will be subject to contractual lock-up
agreements with the Underwriters. See ‘‘Plan of Distribution — Lock-Up Arrangements’’.

(1) System Sales, SRS Growth and Operating EBITDA are non-IFRS measures. See ‘‘Non-IFRS Measures’’ on page 1.

(continued on next page)
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Successful Transformation 
        positions Cara                    

Cara’s financial performance has strengthened 
significantly in Fiscal 2014

•  System Sales(1) increased 23.6%

•  SRS Growth(1) was 2.6%

•  Operating EBITDA(1) increased 74.4%

Targeting significant opportunities for growth 
over the next 5 – 7 years

•  System Sales(1) of $2.5 - $3.0 billion

•  SRS Growth(1) of 2.5% - 4.0% per year

•  Operating EBITDA(1) of 7.0% - 8.0% of System Sales

•  Add 30 to 50 new restaurants per year (after 2015)

(1) System Sales, SRS Growth and Operating EBITDA are non-IFRS measures. See “Non-IFRS Measures” on page 1.
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Price: $23.00 per Subordinate Voting Share

Price to the Underwriters’ Net Proceeds
Public(1) Fee to the Company(2)

Per Subordinate Voting Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $23.00 $1.15 $21.85
Total Offering(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $200,100,000 $10,005,000 $190,095,000

Notes
(1) The price of the Subordinate Voting Shares has been determined by negotiation between the Company and the Underwriters.

(2) Before deducting the Company’s expenses of the Offering, estimated to be $5 million, which will be paid from the proceeds of the Offering.

(3) The Company has granted the Underwriters an option (the ‘‘Over-Allotment Option’’), exercisable in whole or in part at any time for a period
of 30 days after the Closing Date (as defined below), to purchase up to an additional 15% of the aggregate number of Subordinate Voting
Shares issued under the Offering on the same terms as set forth above solely to cover over-allotments, if any, and for market stabilization
purposes. If the Over-Allotment Option is exercised in full, the total ‘‘Price to the Public’’, ‘‘Underwriters’ Fee’’ and ‘‘Net Proceeds to the
Company’’ will be $230,115,000, $11,505,750 and $218,609,250, respectively. This prospectus also qualifies the grant of the Over-Allotment
Option and distribution of the Subordinate Voting Shares issuable upon the exercise of the Over-Allotment Option. A purchaser who acquires
Subordinate Voting Shares forming part of the Underwriters’ over-allocation position acquires such Subordinate Voting Shares under this
prospectus, regardless of whether the Underwriters’ over-allocation position is ultimately filled through the exercise of the Over-Allotment
Option or secondary market purchases. See ‘‘Plan of Distribution’’.

The following table sets out the number of Subordinate Voting Shares that may be issued by the Company to the Underwriters
pursuant to the Over-Allotment Option:

Maximum Size or
Number of Securities

Underwriters’ Position Available Exercise Period Exercise Price

Over-Allotment Option . . . . . . . . . Up to an additional 15% of the For a period of 30 days $23.00 per Subordinate
aggregate number of Subordinate after the Closing Date Voting Share
Voting Shares issued under the
Offering, being 1,305,000
Subordinate Voting Shares

Scotia Capital Inc. (‘‘Scotia’’), BMO Nesbitt Burns Inc. (‘‘BMO’’), RBC Dominion Securities Inc. (‘‘RBC’’), CIBC World
Markets Inc. (‘‘CIBC’’), TD Securities Inc. (‘‘TD’’), National Bank Financial Inc., Canaccord Genuity Corp., GMP Securities L.P.,
Raymond James Ltd., Cormark Securities Inc. and Laurentian Bank Securities Inc. (collectively, the ‘‘Underwriters’’), as principals,
conditionally offer the Subordinate Voting Shares qualified under this prospectus, subject to prior sale, if, as and when issued by the
Company and accepted by the Underwriters in accordance with the conditions contained in the underwriting agreement between
the Company and the Underwriters referred to under ‘‘Plan of Distribution’’ and subject to the approval of certain legal matters on
behalf of the Company by Torys LLP and on behalf of the Underwriters by Osler, Hoskin & Harcourt LLP.

In connection with this distribution, the Underwriters have been granted the Over-Allotment Option and may, subject to applicable
law, over-allocate or effect transactions which stabilize or maintain the market price of the Subordinate Voting Shares at levels
other than those which otherwise might prevail on the open market. The Underwriters may offer the Subordinate Voting Shares at
a price lower than that stated above. See ‘‘Plan of Distribution’’.

Scotia, BMO, RBC, CIBC and TD are affiliates of Canadian chartered banks that have made the Existing Credit Facility available
to the Company. The net proceeds of this Offering will be used to repay indebtedness outstanding under the Existing Credit
Facility. It is also contemplated that such Canadian chartered banks will make available the New Credit Facility to the Company.
Consequently, the Company may be considered a ‘‘connected issuer’’ of each of Scotia, BMO, RBC, CIBC and TD under applicable
Canadian securities laws. See ‘‘Description of Material Indebtedness and Refinancing’’ and ‘‘Plan of Distribution’’.

Subscriptions will be received subject to rejection or allocation in whole or in part and the Underwriters reserve the right to close
the subscription books at any time without notice. The closing of the Offering (the ‘‘Closing’’) is expected to occur on or about
April 10, 2015 or such other date as the Company and the Underwriters may agree, but in any event no later than April 17, 2015
(the ‘‘Closing Date’’). The Subordinate Voting Shares offered under this prospectus are to be taken up by the Underwriters, if at
all, on or before April 17, 2015. The Subordinate Voting Shares will be deposited with CDS Clearing and Depository Services Inc.
(‘‘CDS’’) in electronic form on the Closing Date through the non-certificated inventory system administered by CDS.

The Toronto Stock Exchange (‘‘TSX’’) has conditionally approved the listing of the Subordinate Voting Shares under the symbol
‘‘CAO’’. Listing is subject to the Company fulfilling all of the requirements of the TSX on or before June 23, 2015. See ‘‘Plan
of Distribution’’.

There is currently no market through which the Subordinate Voting Shares may be sold and purchasers may not be able to resell the
Subordinate Voting Shares purchased under this prospectus. This may affect the pricing of the Subordinate Voting Shares in the
secondary market, the transparency and availability of trading prices, the liquidity of the Subordinate Voting Shares, and the extent
of issuer regulation. See ‘‘Risk Factors’’. Closing of the Offering is conditional on the Subordinate Voting Shares being approved for
listing on the TSX.

An investment in the Subordinate Voting Shares is subject to a number of risks that should be considered by a prospective
purchaser. Prospective purchasers should carefully consider the risk factors described under ‘‘Risk Factors’’ before purchasing
Subordinate Voting Shares.
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ABOUT THIS PROSPECTUS

An investor should rely only on the information contained in this prospectus and is not entitled to rely on
parts of the information contained in this prospectus to the exclusion of others. The Company has not, and the
Underwriters have not, authorized anyone to provide investors with additional or different information. The
Company is not, and the Underwriters are not, offering to sell the Subordinate Voting Shares in any jurisdiction
where the offer or sale of such securities is not permitted. The information contained in this prospectus is
accurate only as of the date of this prospectus or the date indicated, regardless of the time of delivery of this
prospectus or of any sale of the Subordinate Voting Shares.

For investors outside Canada, none of the Company or any of the Underwriters has done anything that
would permit the Offering or possession or distribution of this prospectus in any jurisdiction where action for
that purpose is required, other than in Canada. Investors are required to inform themselves about, and to
observe any restrictions relating to, the Offering and the possession or distribution of this prospectus.

This prospectus includes a summary description of certain material agreements of the Company. See
‘‘Material Contracts’’. The summary description discloses all attributes material to an investor in the
Subordinate Voting Shares but is not complete and is qualified by reference to the terms of the material
agreements, which will be filed with the Canadian securities regulatory authorities and available on SEDAR.
Investors are encouraged to read the full text of such material agreements.

Any graphs, tables or other information demonstrating the historical performance of the Company or any
other entity contained in this prospectus are intended only to illustrate past performance of such entities and are
not necessarily indicative of future performance of the Company or such entities.

MEANING OF CERTAIN REFERENCES

Unless otherwise noted or the context otherwise requires, (i) the ‘‘Company’’ or ‘‘Cara’’ refers to Cara
Operations Limited together with one or more of its subsidiaries, as applicable, and (ii) the disclosure contained
in this prospectus assumes that the Over-Allotment Option has not been exercised. Certain capitalized terms
and phrases used in this prospectus are defined in the ‘‘Glossary’’. Words importing the singular number include
the plural, and vice versa, and words importing any gender include all genders.

References to Cara’s share capital and to the number of shares issued and outstanding assume the
completion of the Pre-Closing Capital Changes, unless otherwise noted.

NON-IFRS MEASURES

This prospectus makes reference to certain non-IFRS measures. These measures are not recognized
measures under International Financial Reporting Standards (‘‘IFRS’’) and do not have a standardized meaning
prescribed by IFRS. They are therefore unlikely to be comparable to similar measures presented by other
companies. Rather, these measures are provided as additional information to complement IFRS measures by
providing further understanding of the Company’s results of operations from management’s perspective.
Accordingly, they should not be considered in isolation nor as a substitute for analysis of the Company’s
financial information reported under IFRS. The Company uses non-IFRS measures including ‘‘System Sales’’,
‘‘System Sales Growth’’, ‘‘Adjusted System Sales’’, ‘‘SRS Growth’’, ‘‘EBITDA’’, ‘‘Operating EBITDA’’,
‘‘Operating EBITDA Margin on System Sales’’, ‘‘Adjusted EBITDA’’, ‘‘Operating EBITDA Margin’’, ‘‘Adjusted
EBITDA Margin’’, and ‘‘Adjusted Net Earnings’’ to provide investors with supplemental measures of its
operating performance and thus highlight trends in its core business that may not otherwise be apparent when
relying solely on IFRS financial measures. The Company also believes that securities analysts, investors and
other interested parties frequently use non-IFRS measures in the evaluation of issuers. The Company’s
management also uses non-IFRS measures in order to facilitate operating performance comparisons from
period to period, to prepare annual operating budgets and to determine components of management
compensation. See ‘‘Selected Consolidated Financial Information’’.

Prospective investors should review this information in conjunction with the Company’s consolidated
financial statements including the notes thereto, as well as ‘‘Management’s Discussion and Analysis’’ and
‘‘Consolidated Capitalization’’, included elsewhere in this prospectus.
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‘‘System Sales’’ represents top-line sales received from restaurant guests at both corporate and franchise
restaurants including take-out and delivery customer orders. System Sales includes sales from both established
restaurants as well as new restaurants. Management believes System Sales provides meaningful information to
investors regarding the size of Cara’s restaurant network, the total market share of the Company’s brands and
the overall financial performance of its brands and restaurant owner base, which ultimately impacts Cara’s
consolidated financial performance.

‘‘System Sales Growth’’ is a metric used in the restaurant industry to compare System Sales over a certain
period of time, such as a fiscal quarter, for the current period against System Sales in the same period in the
previous year.

‘‘Adjusted System Sales’’ is defined as System Sales pro forma for The Landing Group acquisition, as if the
acquisition had occurred on January 1, 2014.

‘‘SRS Growth’’ is a metric used in the restaurant industry to compare sales earned in established locations
over a certain period of time, such as a fiscal quarter, for the current period against sales in the same period in
the previous year. SRS Growth helps explain what portion of sales growth can be attributed to growth in
established locations and what portion can be attributed to the opening of net new restaurants. Cara defines
SRS Growth as the percentage increase or decrease in sales during a period of restaurants open for at least
24 complete fiscal months relative to the sales of those restaurants during the same period in the prior year.
Cara’s SRS Growth results exclude its United States operations which are comprised of four restaurants.

‘‘EBITDA’’ is defined as net earnings (loss) from continuing operations before: (i) net interest expense and
other financing charges; (ii) loss (gain) on derivative; (iii) income taxes; (iv) depreciation of property, plant and
equipment; (v) amortization of other assets; and (vi) impairment of assets, net of reversals.

‘‘Operating EBITDA Margin on System Sales’’ is defined as Operating EBITDA Margin divided by
System Sales.

‘‘Operating EBITDA’’ is defined as net earnings (loss) from continuing operations before: (i) net interest
expense and other financing charges; (ii) gain (loss) on derivative; (iii) income taxes; (iv) depreciation of
property, plant and equipment; (v) amortization of other assets; (vi) impairment of assets, net of reversals;
(vii) losses on early buyout / cancellation of equipment rental contracts; (viii) restructuring; (ix) conversion fees;
(x) net (gain) / loss on disposal of property, plant and equipment; (xi) stock based compensation; (xii) change in
onerous contract provision; and (xiii) lease costs and tenant inducement amortization.

‘‘Adjusted EBITDA’’ is defined as Operating EBITDA pro forma for The Landing Group acquisition, as if
the acquisition had occurred on January 1, 2014 and a reduction in management bonus.

‘‘Operating EBITDA Margin’’ is calculated as Operating EBITDA divided by revenue.

‘‘Adjusted EBITDA Margin’’ is calculated as Adjusted EBITDA divided by revenue pro forma for The
Landing Group acquisition, as if the acquisition had occurred on January 1, 2014.

‘‘Adjusted Net Earnings’’ is defined as net earnings attributable to shareholders of the Company pro forma
the acquisition of The Landing Group, as if the acquisition had occurred on January 1, 2014, and adjusted for
the following: (i) loss (gain) on derivative; (ii) impairment of assets, net of reversals; (iii) losses on early buyout /
cancellation of equipment rental contracts; (iv) restructuring; (v) conversion fees; (vi) net (gain) loss on disposal
of property, plant and equipment; (vii) stock based compensation; (viii) change in onerous contract provision;
(ix) normalized management bonus; (x) net interest expense and other financing charges savings pro forma for
the Offering and use of proceeds contemplated herein; (xi) income taxes on all adjustments excluding stock
based compensation; (xii) the elimination of Part VI.1 taxes and (xiii) the elimination of unrecognized income
tax benefit.

References in this prospectus to The Brick and Forzani ‘‘EBITDA’’ refer to earnings before interest, taxes,
depreciation and amortization, as reported by the relevant public company or other entity (and subject to any
other adjustments made by such company or entity), based on publicly available information.

See ‘‘Selected Consolidated Financial Information’’ and ‘‘Management’s Discussion and Analysis of
Financial Condition and Results of Operations’’.
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FORWARD-LOOKING INFORMATION

This prospectus contains ‘‘forward-looking information’’ within the meaning of applicable securities laws.
Forward-looking information may relate to the Company’s future outlook and anticipated events or results and
may include information regarding the financial position, business strategy, growth strategy (including the
objectives to grow System Sales and Operating EBITDA Margin on System Sales over the next five to seven
years), budgets, operations, financial results, taxes, dividends, plans and objectives of the Company. Particularly,
information regarding future results, performance, achievements, prospects or opportunities of the Company or
the Canadian market is forward-looking information. In some cases, forward-looking information can be
identified by the use of forward-looking terminology such as ‘‘plans’’, ‘‘targets’’, ‘‘expects’’ or ‘‘does not expect’’,
‘‘is expected’’, ‘‘an opportunity exists’’, ‘‘budget’’, ‘‘scheduled’’, ‘‘estimates’’, ‘‘forecasts’’, ‘‘intends’’, ‘‘anticipates’’
or ‘‘does not anticipate’’ or ‘‘believes’’, or variations of such words and phrases or state that certain actions,
events or results ‘‘may’’, ‘‘could’’, ‘‘would’’, ‘‘might’’, ‘‘will’’ or ‘‘will be taken’’, ‘‘occur’’ or ‘‘be achieved’’.

Discussions containing forward-looking information may be found, among other places, under ‘‘The
Canadian Foodservice Industry’’, ‘‘The Business of Cara’’, ‘‘Principal Shareholders’’, ‘‘Use of Proceeds’’,
‘‘Selected Consolidated Financial Information’’, ‘‘Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Outlook’’, ‘‘Dividend Policy’’, ‘‘Description of Share Capital’’, and ‘‘Risk Factors’’.
These forward-looking statements include, among other things, statements relating to:

• the Company’s expectations regarding its revenue, expenses and operations;

• the Company’s future growth plans, including expansion of Cara’s current brands and acquisitions;

• the Company’s expectations with respect to advancement in its technologies;

• the Company’s expectations with respect to growth resulting from its off-premise sales initiatives;

• the Company’s expectations with respect to SRS Growth and to growth of System Sales and Operating
EBITDA;

• the Company’s expectations with respect to restaurant closures and new restaurant openings;

• the Company’s intention to declare dividends;

• the Company’s expectations with respect to its strategic partnerships:

• the Company’s expectations with respect to its ability to leverage its scale to reduce costs;

• the Company’s expectations with respect to savings realized as a result of implementing improved
scheduling practices;

• anticipated trends and challenges in the Company’s business and the market in which it operates;

• the Company’s anticipated use of the net proceeds of the Offering; and

• the market price for the Subordinate Voting Shares.

In addition, the Company’s assessment of potential SRS Growth, System Sales Growth and increases in
Operating EBITDA Margin on System Sales over the next five to seven years may be considered forward-
looking information. See ‘‘Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Outlook’’ for additional information concerning the Company’s strategies, assumptions and
market outlook in relation to this assessment.

These statements and other forward-looking information are based on opinions, assumptions and estimates
made by the Company in light of its experience and perception of historical trends, current conditions and
expected future developments, as well as other factors that the Company believes are appropriate and
reasonable in the circumstances, but there can be no assurance that such estimates and assumptions will prove to
be correct.

Forward-looking information is necessarily based on a number of the opinions, assumptions and estimates
that, while considered reasonable by the Company as of the date such statements are made, are subject to known
and unknown risks, uncertainties, assumptions and other factors that may cause the actual results, level of
activity, performance or achievements to be materially different from those expressed or implied by such
forward-looking information, including but not limited to the following factors described in greater detail in
‘‘Risk Factors’’: absence of a prior public market; potential volatility of Subordinate Voting Share price; payment
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of dividends; financial reporting and other public company requirements; forward-looking information;
significant ownership by the Principal Shareholders; future sales of Shares by the Principal Shareholders;
dilution; limited voting rights of the Subordinate Voting Shares; quarterly operating results may fluctuate;
securities analysts’ research or reports could impact price of Subordinate Voting Shares; the restaurant industry;
competition with other franchisors; quality control and health concerns; security breaches of confidential guest
information; public safety issues; damage to the Company’s reputation; availability and quality of raw materials;
reliance on suppliers; growth of the Company; franchisees; franchise fees and other revenue; franchisee
relations; revenue reporting risks; opening new restaurants; potential inability to consummate acquisitions;
integration of acquisitions and brand expansion; retail licensing opportunities; seasonality and weather;
regulations governing alcoholic beverages; laws concerning employees; dependence on key personnel; attracting
and retaining quality employees; unionization activities may disrupt the Company operations; reliance on
information technology; intellectual property; lawsuits; regulation; and Company’s insurance may not provide
adequate levels of coverage. These factors and assumptions are not intended to represent a complete list of the
factors and assumptions that could affect the Company. These factors and assumptions, however, should be
considered carefully.

Although the Company has attempted to identify important factors that could cause actual results to differ
materially from those contained in forward-looking information, there may be other factors that cause results
not to be as anticipated, estimated or intended. There can be no assurance that such information will prove to be
accurate, as actual results and future events could differ materially from those anticipated in such information.
Accordingly, readers should not place undue reliance on forward-looking information. The Company does not
undertake to update any forward-looking information contained herein, except as required by applicable
securities laws.

CURRENCY PRESENTATION

In this prospectus, unless otherwise specified or the context otherwise requires, all dollar amounts are
expressed in Canadian dollars.

MARKET DATA AND INDUSTRY DATA

Market and industry data presented throughout this prospectus was obtained from third party sources,
industry publications, and publicly available information, including the 2014 Ontario Economic Outlook and
Fiscal Review, Restaurants Canada 2014 Foodservice Forecast, the 2014 Technomic Top 200 Canadian Chain
Restaurant Report, as well as industry and other data prepared by the Company on the basis of its knowledge of
the Canadian market and economy (including the Company’s estimates and assumptions relating to the
Canadian market and economy based on that knowledge). The Company believes that its market and economic
data is accurate and that its estimates and assumptions are reasonable, but there can be no assurance as to the
accuracy or completeness thereof. The accuracy and completeness of the market and economic data used
throughout this prospectus are not guaranteed and neither the Company nor the Underwriters make any
representation as to the accuracy of such information. Although the Company believes it to be reliable, none of
the Company nor any of the Underwriters has independently verified any of the data from third party sources
referred to in this prospectus, or analyzed or verified the underlying studies or surveys relied upon or referred to
by such sources, or ascertained the underlying economic and other assumptions relied upon by such sources.

TRADEMARKS AND TRADENAMES

This prospectus includes trademarks, such as Swiss Chalet�, Harvey’s�, Montana’s�, Milestones�, East Side
Mario’s�, Kelsey’s�, Casey’s�, Prime Pubs�, Fionn MacCool’s Irish Pub�, D’arcy McGee’s Irish Pub�, Paddy
Flaherty’s Irish Pub�, Tir nan Óg� and Biermarkt�, which are protected under applicable intellectual property
laws and are the property of the Company. Solely for convenience, the Company’s trademarks and tradenames
referred to in this prospectus may appear without the � or � symbol, but such references are not intended to
indicate, in any way, that the Company will not assert, to the fullest extent under applicable law, its rights to
these trademarks and tradenames. All other trademarks used in this prospectus are the property of their
respective owners.
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MARKETING MATERIALS

A ‘‘template version’’ of the following ‘‘marketing materials’’ (each as defined in National
Instrument 41-101 — General Prospectus Requirements) filed with the securities commission or similar authority
in each of the provinces and territories of Canada is specifically incorporated by reference into this prospectus:

1. the term sheet dated March 18, 2015 (the ‘‘Term Sheet’’); and

2. the investor presentation filed on SEDAR on March 18, 2015 (the ‘‘Investor Presentation’’).

The Term Sheet and the Investor Presentation are available under the Company’s profile on SEDAR at
www.sedar.com.

In addition, any template version of any other marketing materials filed with the securities commission or
similar authority in each of the provinces and territories of Canada in connection with the Offering, after the
date hereof, but prior to the termination of the distribution of the Subordinate Voting Shares under this
prospectus (including any amendments to, or an amended version of, any template version of any marketing
materials), is deemed to be incorporated by reference herein. Any template version of any marketing materials
that are utilized by the Underwriters in connection with the Offering are not part of this prospectus to the extent
that the contents of the template version of the marketing materials have been modified or superseded by a
statement contained in this prospectus.

ELIGIBILITY FOR INVESTMENT

In the opinion of Torys LLP, counsel to the Company, and Osler, Hoskin & Harcourt LLP, counsel to the
Underwriters, provided that on the Closing Date the Subordinate Voting Shares are listed on a ‘‘designated
stock exchange’’, as defined in the Tax Act (which currently includes the TSX) on the date hereof, the
Subordinate Voting Shares acquired pursuant to the Offering on the Closing Date will be, at that time, qualified
investments under the Tax Act for a trust governed by a registered retirement savings plan (‘‘RRSP’’), deferred
profit sharing plan, registered retirement income fund (‘‘RRIF’’), registered education savings plan, registered
disability savings plan, and a tax-free savings account (‘‘TFSA’’).

Notwithstanding that Subordinate Voting Shares may be qualified investments for a trust governed by a
TFSA, RRSP or RRIF, the holder of such TFSA or annuitant under such RRSP or RRIF, as the case may be,
will be subject to a penalty tax in respect of the Subordinate Voting Shares if such Subordinate Voting Shares are
a ‘‘prohibited investment’’ and not ‘‘excluded property’’ for the TFSA, RRSP or RRIF for purposes of the
Tax Act. Subordinate Voting Shares will generally be a ‘‘prohibited investment’’ if the holder of a TFSA or
annuitant under a RRSP or RRIF, as the case may be, (i) does not deal at arm’s length with the Company for
purposes of the Tax Act or (ii) has a ‘‘significant interest’’ (within the meaning of the Tax Act) in the Company.
Generally, a holder or annuitant, as the case may be, will not have a significant interest in the Company provided
the holder or annuitant, together with persons with whom the holder or annuitant does not deal at arm’s length,
does not own (and is not deemed to own pursuant to the Tax Act), directly or indirectly, 10% or more of the
issued shares of any class of the capital stock of the Company or of any other corporation that is related to the
Company (for purposes of the Tax Act). Individuals who hold or intend to hold Subordinate Voting Shares in a
TFSA, RRSP or RRIF should consult their own tax advisors as to whether such securities will be a ‘‘prohibited
investment’’ in their particular circumstances, including with respect to whether the Subordinate Voting Shares
would be ‘‘excluded property’’ in their particular circumstances. 
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PROSPECTUS SUMMARY

The following is a summary of the principal features of the Offering and should be read together with the more
detailed information and financial data and statements contained elsewhere in this prospectus (including ‘‘Risk
Factors’’). This summary does not contain all of the information a potential investor should consider before investing
in Subordinate Voting Shares. Please refer to the ‘‘Glossary’’ for a list of defined terms used herein, including certain
industry terminology.

THE CANADIAN FOODSERVICE INDUSTRY

Overview

According to Restaurants Canada, the Canadian foodservice industry generated sales of approximately
$68 billion in 2013. Restaurants Canada groups the foodservice industry into: (i) commercial foodservice
operators, whose main business is selling food and beverage service for immediate consumption, on or off the
premises; and (ii) non-commercial foodservice operators which offer something other than food and beverage as
their primary business but encompass some components of commercial foodservice including hotels, movie
theatres, retail outlets, and schools.

Commercial foodservice operators, which are estimated by Restaurants Canada to represent approximately
80% of Canadian foodservice industry sales, generally fall within one of the following categories: full-service
restaurants, limited-service restaurants, special food services (caterers), and drinking places (bars).

Restaurants Canada Foodservice Sales
(2013)

Limited-service restaurants
35.4%

Full-service restaurants
35.0%

Caterers
6.8%

Drinking places
3.5%

Accommodation
foodservice

8.3%

Institutional foodservice
5.7%

Retail foodservice
1.8%

Other foodservice
3.5%

$47.9B
(Full-service

+
Limited-service)

$20.1B
(Other)

Source: Restaurants Canada

Cara primarily operates in the full-service and limited-service restaurants categories of the commercial
foodservice industry (the ‘‘Canadian Restaurant Industry’’). Full-service restaurants provide food services to
patrons who order and are served while seated and pay after eating. Limited-service restaurants provide food
services to patrons who generally pay before eating on the premises or who take-out or have food delivered to
them for consumption off-premises. According to Statistics Canada, the Canadian Restaurant Industry
generated sales of $47.9 billion in 2013 and grew at a 4.0% compounded annual growth rate (‘‘CAGR’’) from
2003 to 2013. The following chart illustrates the growth of the Canadian Restaurant Industry.
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Canadian Restaurant Industry
2003 to 2013
($ billions)(1)

$17.1 $18.1 $18.8 $19.3 $20.0 $20.9 $20.7 $20.9 $21.5 $22.5 $23.7

$15.4 $16.0 $16.4 $17.9 $18.4 $19.5 $20.1 $21.2 $22.0
$23.1

$24.1$32.5
$34.1 $35.2

$37.3 $38.4
$40.4 $40.8 $42.2 $43.4

$45.7
$47.9

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Full-Service Restaurants Limited-Service Restaurants

2003 - 2013 CAGR: 4.0%

Source: Statistics Canada; sales data is based on gross receipts excluding provincial sales taxes and excise duties.
(1) Figures for total Canadian sales may be rounded.

Limited-service restaurant sales tend to be more resilient during economic downturns than full-service
restaurant sales. During the financial crisis from 2008 to 2010, full-service restaurant sales stayed flat while
limited-service restaurant sales grew at a 4.3% CAGR. During the subsequent economic recovery from 2010 to
2013, the full-service and limited-service segments grew at approximately the same CAGR of 4.3%.

Canadian Restaurant Industry sales growth generally correlates with growth in gross domestic product
(‘‘GDP’’) and disposable income, which are both driven by increases in consumer spending, business investment
and exports. According to the International Monetary Fund, nominal GDP growth in Canada is expected to be
2.2% in 2015 and 4.6% in 2016. In Ontario, Cara’s core market, the Ontario Ministry of Finance projects
nominal GDP to grow at approximately 4.4% in 2015 and 4.4% in 2016.
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Market Participants

The Canadian Restaurant Industry is highly fragmented. According to Technomic’s 2014 Top 200 Canadian
Chain Restaurant Report (‘‘Technomic Report’’), in 2013, the five largest restaurant operators by sales
accounted for approximately 31% of total restaurant sales and the 200 largest restaurant chains accounted for
approximately 60% of total restaurant sales. Taken together, the sales from Cara’s nine full-service restaurant
brands would make Cara the largest full-service restaurant operator in Canada. System Sales from all 10 of
Cara’s restaurant brands would make it the third largest restaurant operator in Canada, behind Restaurant
Brands International (comprised of Tim Hortons and Burger King) and McDonald’s, and ranking ahead of both
Subway and Starbucks.

Canadian Combined Largest Canadian Restaurant
Restaurant Operator Market Share(1)(2) Operators by Sales

(2013) (2013)

Restaurant Operator Total Canadian Sales

($ millions)(4)

Restaurant Brands Intl.(3) $6,549
McDonald’s $4,008

Cara(2) $1,646
Subway $1,600

Starbucks $1,158
MTY(3) $1,121

Boston Pizza $975
YUM! Brands(3) $959

A&W $891
Wendy’s $651

Restaurant
Brands Intl.(3)

13.4% McDonald's
8.2%

Cara
3.4%

Subway
3.3%

Starbucks
2.4%Rest of

Market
69.3%

Source: Technomic Report

(1) Percentages are calculated by dividing the sales of each restaurant operator by the total industry sales. The sales figures are from the
Technomic Report and are not based on the System Sales of the Company and the Company’s franchisees.

(2) Cara’s combined Canadian sales exclude sales from The Landing Group, in which Cara acquired a 55% interest in December 2014.

(3) Operator with multiple chains aggregated by management.

(4) Technomic derives Canadian sales information from reported leading chain surveys, public filings, or estimated sales based on its
understanding of per-unit average sales. Figures are not based on the System Sales of the Company and the Company’s franchisees.
Figures for total Canadian sales may be rounded.
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The tables below highlight the largest limited-service and full-service restaurant chains in Canada ranked by
2013 Canadian sales, with Cara’s brands highlighted. Cara’s full-service restaurant brands accounted for
$1,417 million of total sales on a combined basis and make Cara the largest full-service restaurant operator
in Canada.

Largest Limited-Service Chains in Canada Largest Full-Service Chains in Canada
by 2013 Sales by 2013 Sales

Rank Restaurant Chain Total Sales(1) Rank Restaurant Chain Total Sales(1)

($ millions) ($ millions)

Cara Full-Service
$1,417

Restaurants Combined(2)

1 Tim Hortons $6,173 1 Boston Pizza $975
2 McDonald’s $4,008 2 Swiss Chalet $519
3 Subway $1,600 3 Keg Steakhouse & Bar(3) $470
4 Starbucks $1,158 4 St-Hubert $384
5 A&W $891 5 Earls Kitchen & Bar $275
6 Wendy’s $651 6 Montana’s $231
7 KFC $643 7 Moxie’s Grill & Bar $210
8 Dairy Queen/Orange Julius $547 8 East Side Mario’s $198
9 Pizza Pizza $411 9 Jack Astor’s $183
10 Burger King $376 10 Milestones $176
11 Pizza Hut $271 11 White Spot Restaurant $155
12 Domino’s Pizza $254 12 Kelsey’s $149
13 Harvey’s $230 13 Cora $140
14 Second Cup $191 14 Joey Restaurants $132
15 Quiznos $184 15 Smitty’s $130

33 Casey’s $65

Source: Technomic Report. For the purposes of the tables above, restaurant brands have been grouped into limited-service restaurant and
full-service restaurant categories as the Technomic Report does not distinguish between these categories. Figures for total Canadian sales
may be rounded.

(1) Total sales refers to sales in Canada and not any other jurisdictions. The sales figures are from the Technomic Report and are not
based on the System Sales of the Company and the Company’s franchisees.

(2) This figure excludes sales from The Landing Group, in which Cara acquired a 55% interest in December 2014.

(3) Fairfax became the majority shareholder of Keg Restaurants Ltd. when it acquired 51% of its equity shares on February 4, 2014.
Mr. Gregson has been a member of its board of directors since that time and is expected to continue to serve as a director.

Industry Trends

Management believes that the Company is well-positioned to respond to key trends in the Canadian
restaurant industry, providing opportunities for further growth. Restaurant chains are continuing to increase
their market share relative to independent operators due to their brand strength and national presence and may
also benefit from competitive advantages in terms of economies of scale, purchasing power, back office
infrastructure and expertise in areas such as real estate and information technology. Other trends include
supermarket meal solutions targeting home meal replacement and shifting demographics requiring more specific
targeting of customers. Changing consumer preferences are also driving the growth of the fast-casual restaurant
segment, highlighting freshness, ingredient quality and customization as selling features for both new and
existing restaurant brands. These trends are unfolding in an industry where restaurants are competing for
market share in order to achieve growth. Management believes that the fragmented nature of the Canadian
restaurant industry will drive continued consolidation in the industry, leading to market share gains for the
largest restaurant chains. See ‘‘The Canadian Foodservice Industry’’.
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THE BUSINESS OF CARA

OVERVIEW

Cara is Canada’s largest full-service restaurant company and third largest restaurant operator based on
2013 sales. As at December 30, 2014, Cara had 10 brands and 837 restaurants across Canada, 89% of which are
operated by franchisees. Cara’s restaurant network includes iconic brands that resonate with Canadians, such as
Swiss Chalet and Harvey’s. Under the leadership of Cara’s new management team, Cara’s financial performance
has strengthened significantly. From Fiscal 2013 to Fiscal 2014, System Sales increased 23.6%, SRS Growth was
2.6%, and Operating EBITDA increased 74.4%. See ‘‘Non-IFRS Measures’’. For a reconciliation of net earnings
(loss) from continuing operations to Operating EBITDA, see ‘‘Selected Consolidated Financial Information’’.

Cara is a consolidator of brands in the restaurant industry and currently has a portfolio of 10 distinctive
brands, each of which is outlined below:

Year System Sales(2) AUV(3) Percent
Brand(1) Founded Units (2014) (2014) Franchised

Swiss Chalet . . . . . . . . . . . . . . . . . . . . 1954 215 $546 $2.5 98%

Harvey’s . . . . . . . . . . . . . . . . . . . . . . . 1959 261 $267 $1.1(4) 94%

Montana’s . . . . . . . . . . . . . . . . . . . . . . 1995 91 $234 $2.6 87%

Milestones . . . . . . . . . . . . . . . . . . . . . . 1989 53 $169 $3.2 57%

East Side Mario’s . . . . . . . . . . . . . . . . . 1980 80 $168 $2.1 95%

Kelsey’s . . . . . . . . . . . . . . . . . . . . . . . . 1978 72 $157 $2.2 76%

Prime Pubs . . . . . . . . . . . . . . . . . . . . . 1996 30 $63 $2.1 87%

Casey’s . . . . . . . . . . . . . . . . . . . . . . . . 1980 25 $59 $2.4 96%

Bier Markt . . . . . . . . . . . . . . . . . . . . . 1999 7 $27 $3.9 —

The Landing Group(5) . . . . . . . . . . . . . 2011 3 $18 $6.2 —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . 837 $1,710

(1) Information for all brands is presented as at and for the 52 week period ended December 30, 2014.

(2) System Sales is based on restaurant sales of the relevant brand and is expressed in millions of dollars.

(3) AUV represents average unit volume, in millions of dollars, based on annual restaurant System Sales of the relevant brand.

(4) Excluding non-traditional / smaller store formats.

(5) Cara acquired a 55% interest in The Landing Group in December 2014. Units and sales for The Landing Group are for the full
52 week period ended December 30, 2014.
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Founded by the Phelan family in 1883 as the Canada Railway News Company Limited, Cara initially
provided newspapers, food, snacks and other supplies to travellers on the railways and steamship lines operating
in Southern Ontario. Cara expanded its operations throughout the 1900s to include, among others, the operation
of hotels and restaurants, airline catering services and specialty coffee. Cara was listed on the Toronto Stock
Exchange between 1968 and 2004 and taken private by the Phelan family in 2004. Following Cara’s privatization
in 2004, the Company refocused operations by divesting non-core businesses and transitioning to a pure-play
branded restaurant company. Divestitures included Cara’s coffee business, its air terminal restaurants business,
its food distribution business and Cara’s airline catering and logistics operations.

Cara’s financial performance during the period 2004 to 2012 was adversely affected by a number of factors.
The 2004 going-private transaction was structured as a leveraged buy-out which resulted in significant debt being
assumed by Cara. Additionally, during this period, a large portion of the proceeds from non-core assets sales,
conversion fees and free cash flow were reinvested into the business (e.g., information technology, opening of
new restaurants and the development of a new head office and data centre) and Cara’s net total debt decreased
by only $140 million, from $478 million to $337 million. Over the same time period, EBITDA decreased from
$129 million to $52.8 million, driven by the loss of EBITDA from the asset sales, the impact of the financial crisis
beginning in 2008 on Cara’s growing central fixed cost structure and the loss of higher corporate profits in return
for lower franchise royalty income.

Despite the challenges experienced by Cara, the resilience of its iconic brands was evident in that Cara’s
network was still able to experience modest growth and increased System Sales from $1.1 billion in fiscal 2004 to
$1.3 billion in Fiscal 2012. By the end of Fiscal 2012, leverage reached 6.4x in terms of total net
debt-to-EBITDA. With Cara facing severely constrained financial flexibility in 2013, Fairfax — a leading
Canadian financial services holding company listed on the TSX — led a recapitalization of Cara by investing
$100 million in Cara and selling its interest in Prime Restaurants Inc. (‘‘Prime’’) to Cara for approximately
$69.6 million. See ‘‘Principal Shareholders’’. Fairfax had acquired Prime, whose well known restaurant brands
included East Side Mario’s, Casey’s, Prime Pubs and the Bier Markt in January 2012.

Since Fairfax’s investment in Cara, the Company has undergone a successful transformation of the business
through the appointment of a new management team and board which have implemented a disciplined culture
focused on growing Operating EBITDA as a leading Canadian full-service restaurant operator with
iconic brands.
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INVESTMENT HIGHLIGHTS

Leading Canadian Full-Service Restaurant Operator with Iconic Brands

Taken together, the System Sales from Cara’s nine full-service restaurant brands would make Cara the
largest full-service restaurant operator in Canada. System Sales from all 10 of Cara’s restaurant brands would
make it the third largest restaurant operator in Canada, behind Restaurant Brands International (comprised of
Tim Hortons and Burger King) and McDonald’s, and ranking ahead of both Subway and Starbucks. In Fiscal
2014, Cara’s restaurants generated System Sales of approximately $1.7 billion. According to Technomic, Cara’s
five largest full-service restaurant brands (Swiss Chalet, Montana’s, East Side Mario’s, Milestones and Kelsey’s)
are ranked as the 2nd, 6th, 8th, 10th and 12th full-service restaurant chains in Canada by total Canadian sales,
respectively.

Cara’s restaurants are located across Canada with 72% of those locations based in Ontario. The following
map illustrates the national reach of Cara’s brands and restaurants in Canada as of December 30, 2014.

Attractive Franchise-Focused Business Model

In 2006, Cara underwent a strategic shift to a primarily franchise-driven operation. With 746 franchised
locations as of December 30, 2014, representing 89% of total restaurants, Cara has become a leading restaurant
franchisor in Canada. Cara’s iconic brands, purchasing power, and scale provide an attractive platform for
entrepreneurs seeking to start a franchise.

Cara’s transformation to a primarily franchised company has enhanced its financial profile and operating
leverage. The capital-light business model has significantly increased royalty and other franchise revenues and
decreased the incremental cost of expansion by shifting capital obligations to the franchisee. Costs of
inventories, labour and other direct operating costs have declined as franchisees have assumed those restaurant
expenses. These factors have enabled Cara to increase Operating EBITDA Margin, and create a platform for
rapid future unit growth and margin expansion. As a result, Cara is able to focus more effectively on new
restaurant development, brand enhancement, menu innovation, and franchisee support.
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Successful Transformation of the Business Positions Cara for Success

New Management Team with Significant Retail Turnaround and Restaurant Experience

As part of Fairfax’s investment in Cara in October 2013, a new management team for Cara was assembled,
which included a new Board and senior executives with significant retail and turnaround experience to bring
discipline and focus to the Company’s operations. Bill Gregson assumed the role of Chief Executive Officer
(‘‘CEO’’) and Ken Grondin joined Cara as Chief Financial Officer (‘‘CFO’’). Prior to joining Cara, Mr. Gregson
was Executive Chair, President and CEO of the Brick Ltd. (‘‘The Brick’’) (a national Canadian furniture retailer
in which Fairfax was a major shareholder) and Mr. Grondin was its Chief Financial Officer and President of
Financial Operations. Mr. Gregson and Mr. Grondin achieved a successful turnaround at The Brick, which was
traded on the TSX until it was acquired by Leon’s Furniture Limited in March 2013. From July 10, 2009 to
March 28, 2013, under Mr. Gregson’s leadership, The Brick’s market capitalization grew from approximately
$42 million to $715 million and EBITDA (as defined by The Brick) grew from approximately $30 million to
$104 million.

Prior to joining The Brick, Mr. Gregson was President and Chief Operating Officer of the Forzani
Group Ltd. (‘‘Forzani’’) (a TSX-listed leading multi-brand sporting goods retailer in Canada, which was
acquired in 2011) where he led a successful turnaround of the company. From January 2, 1997 to January 10,
2008, Forzani’s market capitalization grew from approximately $11 million to $551 million and EBITDA
(as defined by Forzani) grew from approximately ($3) million to $123 million. Mr. Grondin served as Chief
Financial Officer of other companies including Parkland Fuel Corporation and of Nygard International, during
periods of significant growth and transformation for those companies.

With the benefit of Cara’s leading brands, its strong portfolio of restaurants and a stronger balance sheet
after the Fairfax investment, Cara’s new management team has implemented a disciplined culture focused on
growing Operating EBITDA through: (i) generating sales growth through expanded marketing and strategic
restaurant additions, (ii) improving overall network health and corporate and franchisee restaurant profitability,
and (iii) expense reductions for all central and restaurant expense categories. In addition, Cara has made
strategic new hires of skilled and experienced restaurant operators such as Ken Otto who joined Cara in
September 2014. Mr. Otto was the Chief Operating Officer of Boston Pizza International Inc. (‘‘Boston Pizza’’)
from June 2011 to August 2014. Over Mr. Otto’s 10 years at Boston Pizza as Executive Vice President,
Operations and later as Chief Operating Officer, he helped grow it from a regional restaurant chain to a national
player with approximately $1 billion in sales in 2013. At Cara, he is responsible for the Harvey’s, Swiss Chalet,
East Side Mario’s and Montana’s brands as well as overseeing franchising, construction and real estate.

Increased Scale and Synergies Resulting from Prime Acquisition

Cara’s acquisition of Prime provided an opportunity to re-engineer existing operations and practices and to
realize greater economies of scale for the combined enterprise. Cara has substantially completed the integration
of Prime and has realized significant synergies, including cost savings through employee rationalizations,
re-negotiation of restaurant-level food, beverage and other supply and service contracts, the closing of Prime’s
head office, consolidation of information technology and elimination of other duplicative costs. Since
October 2013, Cara has reduced its head office staff by approximately 15%. Selling, general and administrative
(‘‘SG&A’’) expenses were $162.7 million for Fiscal 2014 compared to $172.6 million for Fiscal 2013, representing
a reduction of $9.9 million or 5.7%.

Focus on Further Improving Franchisee Profitability and Network Health

Management has focused on further improving franchisee profitability by driving sales growth through
initiatives such as marketing and menu development and leveraging Cara’s shared services infrastructure and
procurement synergies.

From a network health perspective, management focuses on closing any unprofitable restaurants and
opening new restaurants in a disciplined, profit-focused manner. The Company closed 24 unprofitable
restaurants in Fiscal 2014 and plans to close approximately 15 to 25 restaurants in 2015, concurrent with lease
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maturity dates. Management will generally only open a new location where it believes that the franchisee can be
profitable based on occupancy and other costs and can generate an appropriate return on the franchisees’
investment. Management believes that it will be able to grow its network by approximately 14 net new openings
(30 to 40 openings and 15 to 25 closures) in 2015 and will target growth of 30 to 50 net new restaurants per year
thereafter.

Comprehensive Overhaul of Cara’s Marketing Strategy to Improve Sales

Cara has completed a comprehensive overhaul of its marketing strategy and expenditures. As successfully
implemented by Mr. Gregson at both The Brick and Forzani, Cara has instilled a ‘‘win-the-week’’ sales culture,
introduced accountability by measuring sales performance each week and implemented tactical marketing
initiatives to generate more impact per marketing dollar spent. Cara has (i) reduced its reliance on third party
consultants and re-deployed funds on direct advertising through television, radio, print media and digital
channels, (ii) combined media purchases of all brands to fully leverage Cara’s scale to achieve better pricing,
(iii) established a 52-week calendar with marketing initiatives for each week of the year, and (iv) emphasized
intelligence gathering to measure Cara’s weekly performance relative to its competition on a product and
daypart basis. The result has been a positive impact on SRS Growth, which was 4.8% in the fourth quarter of
Fiscal 2014, Cara’s best SRS Growth in the last 8 years, compared to (0.2%) in the comparable period in 2013.
Harvey’s itself achieved SRS Growth of 20.6% in the fourth quarter of Fiscal 2014 (compared to 2.1% in the
comparable period in 2013), driven by Harvey’s successful ‘‘Signature Event’’ promotion in October 2014, which
offered two original burgers for $5.

Positive Financial Impact of Cara’s Turnaround on Operating EBITDA and Operating EBITDA Margin

Under the leadership of Cara’s new management team, Cara’s financial performance has strengthened
significantly. From Fiscal 2013 to Fiscal 2014, Cara’s System Sales increased 23.6%, SRS Growth was 2.6%, and
Operating EBITDA increased approximately 74.4%.

Key Financial Metrics

Fiscal 2014
Fiscal 2012 Fiscal 2013(1) Fiscal 2014 Adjusted(2)

(unaudited) (unaudited) (unaudited) (unaudited)

System Sales(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,310 $1,372 $1,696 $1,714
System Sales growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1% 4.7% 23.6% 24.9%
SRS Growth(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.4)% 0.5% 2.6% 2.6%
Total gross revenue from continuing operations . . . . . . . . . $350.4 $270.6 $281.8 $299.7
Store count . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 709 833 837 837
Operating EBITDA(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $47.4 $47.9 $83.6 $89.9
Operating EBITDA Margin(3) . . . . . . . . . . . . . . . . . . . . . . 13.5% 17.7% 29.7% 30.0%
Operating EBITDA Margin on System Sales(3) . . . . . . . . . . 3.6% 3.5% 4.9% 5.2%

(1) 2013 restaurant count includes all Prime restaurants as of November 2013; 2013 System Sales only includes sales from Prime
restaurants for the months of November and December 2013.

(2) Adjusted to include The Landing Group as if such acquisition had occurred on January 1, 2014 and a $2.4 million reduction in
management bonus. See ‘‘Selected Consolidated Financial Information’’.

(3) See ‘‘Non-IFRS Measures’’ for a description of these measures.
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Cara Combined SRS Growth
Fiscal 2012 to Fiscal 2014
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Note: SRS Growth represents same restaurant sales growth for all franchised and corporate restaurants in Cara’s network. See ‘‘Non-IFRS
Measures’’ for a description of how Cara calculates SRS Growth. SRS Growth for individual brands may be higher or lower than SRS
Growth for all restaurants combined, and in some cases SRS Growth for individual brands may be negative.

Multiple Brand Strategy Provides Significant Competitive Advantages

Cara’s current portfolio of 10 distinctive brands offers a variety of unique dining experiences to customers
in both the full-service and limited service restaurant segments. The Company’s brands have broad appeal,
reaching multiple demographics, dayparts and price points. The strategy enables Cara to improve its unit density
within specific geographic areas (referred to as infilling). It also allows the Company to target specific regional
consumer preferences as it expands its footprint across Canada.

Management believes that Cara’s multibrand strategy provides it with the best attributes of both single and
multiple brand operations. Each brand employs its own chef and leadership team, allowing them to, ‘‘live and
breathe the brand 24/7.’’ At the same time, Cara provides centralized resources and services for non-brand
specific functions. This approach reduces costs and provides meaningful operating leverage and opportunity for
margin improvement. Examples of this approach include expense control, strategic partnerships, IT, and
restaurant operations management. The scope of these resources and corresponding cost savings are not
generally available to smaller restaurant operators.

Significant Opportunities for Growth

Management believes that having a multiple-brand strategy allows Cara to reach different industry
segments and customers to drive growth. Cara is committed to owning sizeable restaurant concepts that have the
potential to achieve minimum annual System Sales of $150 to $200 million. Cara will seek to grow its brand
portfolio, whether organically or through acquisitions.

Management believes that, over the next five to seven years, an opportunity exists to drive annual SRS
Growth between 2.5% and 4.0%, grow System Sales to between $2.5 billion and $3.0 billion from $1.7 billion in
Fiscal 2014 and increase Operating EBITDA Margin on System Sales from 4.9% in Fiscal 2014 to between 7.0%
and 8.0%, through the strategies and initiatives described below. See ‘‘Management’s Discussion of Financial
Condition and Results of Operations — Outlook’’, ‘‘Forward-Looking Information’’ and ‘‘Risk Factors —
Forward-Looking Information’’.

• Drive SRS Growth — Management believes that Cara can drive SRS Growth through (i) a disciplined
management team focused on execution of Cara’s multiple brand strategy, (ii) offering compelling menus
of ‘‘craveable’’ food items, (iii) continually improving customer service, (iv) keeping restaurant concepts
up to date, (v) effective marketing programs with a ‘‘win-the-week’’ sales mind-set and strategic
‘‘over-investments’’ in marketing, (vi) strategic partnerships that increase customer traffic (such as
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SCENE, discussed below), and (vii) the expansion of off-premise services to Cara brands in addition to
Swiss Chalet (such as East Side Mario’s and Montana’s).

• Add New Franchise and Corporate Locations — Cara intends to open approximately 14 net new
restaurants in 2015 and is targeting growth of 30 to 50 net new restaurants per year thereafter. New
restaurant openings will consist of primarily franchised locations in new markets where Cara’s restaurants
currently do not exist and by infilling new restaurants in existing, well-developed markets. Management
expects that new restaurants for Bier Markt, The Landing Group and selected Milestones will be
corporate restaurants.

• Further Improve Network Health and Profitability — Cara’s scale and centralized restaurant support
infrastructure will allow it to continue to reduce operating expenses for corporate and franchised
restaurants. As network health and profitability improve and System Sales grow, management believes
Cara can: (i) reduce the need for franchisee support which will increase the effective royalty rate closer to
the standard 5.0%, and (ii) increase corporate contribution to between 10% and 15%.

• Pursue Acquisitions / New Concepts — With a strong balance sheet, Cara will pursue acquisitions of
brands that complement Cara’s existing brands (such as The Landing Group acquisition in 2014). These
acquisitions will provide an opportunity to realize meaningful synergies and respond to customer demand
for new concepts.

• New Retail Licensing Opportunities — Cara currently offers a limited number of branded products such as
Swiss Chalet Dipping Sauce mix, which it sells through select grocery stores and retail outlets including
Sobeys, Wal-Mart and Loblaws. Cara believes there are numerous other opportunities to leverage its
iconic brands without competing with the core menu items offered through its restaurant network.

• Operating Leverage on Sales Growth — Cara’s centralized brand support infrastructure is highly scalable
making revenue growth achievable with limited additional overhead costs required. Due to the existing
support infrastructure, management expects Operating EBITDA to grow at a faster rate than
System Sales.

Strategic Long-Term Shareholder

Fairfax is a leading Canadian financial services holding company with an outstanding track record of being a
committed partner. Fairfax’s corporate objective is to build long-term shareholder value by achieving a high rate
of compound growth in book value per share over the long term. Over the past 29 years (up to December 31,
2014), Fairfax has grown its book value per share and share price by a CAGR of 21.1% and 19.8%, respectively.
Fairfax has a successful history in the Canadian consumer and retail sectors, having made investments in
renowned Canadian brands including Prime, Keg Restaurants Ltd., Sporting Life and The Brick. Management
believes that Fairfax is viewed by the Canadian restaurant industry as a ‘‘must-call’’ for market participants
initiating a restaurant sales process and is therefore well positioned to identify acquisition opportunities.
Consistent with acquiring its interest in Cara and combining it with Prime, Fairfax believes that there are further
opportunities to realize increased value in the Canadian restaurant industry driven by consolidation, sharing of
best practices and an improved focus on operational excellence.
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THE OFFERING

Offering: The Company is offering Subordinate Voting Shares. See ‘‘Plan of
Distribution’’ and ‘‘Description of Share Capital’’.

Amount: $200,100,000 or $230,115,000 if the Over-Allotment Option is exercised
in full.

Offering Price: $23.00 per Subordinate Voting Share.

Over-Allotment Option: The Company has granted to the Underwriters an option, exercisable in
whole or in part at any time for a period of 30 days after the Closing Date, to
purchase up to an additional 15% of the aggregate number of Subordinate
Voting Shares issued under the Offering, being 1,305,000 Subordinate Voting
Shares, at a price of $23.00 per Subordinate Voting Share solely to cover
over-allotments, if any, and for market stabilization purposes. See ‘‘Plan of
Distribution’’.

Shares Outstanding: Upon completion of the Offering and assuming no exercise of the
Over-Allotment Option, 10,237,871 Subordinate Voting Shares and
37,396,284 Multiple Voting Shares will be issued and outstanding. If the
Over-Allotment Option is exercised in full, 11,542,871 Subordinate Voting
Shares and 37,396,284 Multiple Voting Shares will be issued and outstanding
after the completion of the Offering.

Use of Proceeds: The estimated net proceeds of the Offering will be approximately
$185,095,000, after deducting the Company’s estimated expenses of the
Offering and the Underwriters’ Fee. The Company will use the net proceeds
of the Offering to, directly or indirectly, repay indebtedness under the
Company’s Existing Credit Facility in the amount of $185,095,000. Amounts
currently drawn under the Existing Credit Facility were originally used to
repay notes issued by Cara in 2010. See ‘‘Use of Proceeds’’.

Authorized Share Capital and Upon Closing, the Company’s authorized share capital will consist of an
Share Attributes: unlimited number of Multiple Voting Shares that may only be issued to the

Principal Shareholders or their affiliates, an unlimited number of
Subordinate Voting Shares and an unlimited number of preference shares,
issuable in series. Holders of Multiple Voting Shares and Subordinate Voting
Shares will be entitled to receive notice of any meeting of Shareholders and
may attend and vote at such meetings, except those meetings where only the
holders of shares of another class or of a particular series are entitled to vote.
Except as provided in any special rights or restrictions attaching to any series
of preference shares issued from time to time, the holders of preference
shares will not be entitled to receive notice of, attend or vote at any meeting
of the Shareholders of the Company.

The Subordinate Voting Shares and the Multiple Voting Shares are
substantially identical with the exception of the voting, pre-emptive and
conversion rights attached to the Multiple Voting Shares. Each Subordinate
Voting Share is entitled to one vote and each Multiple Voting Share is
entitled to 25 votes on all matters. The Multiple Voting Shares are
convertible into Subordinate Voting Shares on a one-for-one basis at any
time at the option of the holders thereof and automatically in certain other
circumstances. The holders of Subordinate Voting Shares benefit from
‘‘coattail’’ provisions that give them certain rights in the event of a take-over
bid for the Multiple Voting Shares. See ‘‘Principal Shareholders’’ and
‘‘Description of Share Capital’’.
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Dividend Policy: Holders of Multiple Voting Shares and Subordinate Voting Shares will be
entitled to receive dividends out of the assets of the Company legally
available for the payment of dividends at such times and in such amount and
form as the Board may determine. The Company will pay dividends thereon
on a pari passu basis, if, as and when declared by the Board.

Initially, the Company anticipates paying quarterly cash dividends, with
annualized aggregate dividend payments of approximately $20 million. The
first dividend that would be payable to investors in the Offering would be the
dividend for the period beginning on the Closing Date and ending on
June 30, 2015. The Company expects the first dividend would be equal to an
aggregate amount of approximately $4 million (or approximately $0.09 per
Subordinate Voting Share or Multiple Voting Share, as applicable).
Dividends will be declared and paid in arrears. Accordingly, the Company
expects the first dividend payment on its Subordinate Voting Shares and
Multiple Voting Shares would be declared following the announcement of
the Company’s results for the second quarter of Fiscal 2015 in August 2015
and would be paid in September 2015. The amount and timing of the
payment of any dividends are not guaranteed and are subject to the
discretion of the Board. See ‘‘Risk Factors — Payment of Dividends’’.

Dividend Reinvestment Plan: Following Closing and subject to the receipt of any required regulatory
approvals, the Company intends to adopt a dividend reinvestment plan,
pursuant to which resident Canadian holders of Multiple Voting Shares and
Subordinate Voting Shares will be entitled to elect to have all of the cash
dividends of the Company payable to such person automatically reinvested in
additional Subordinate Voting Shares. Pursuant to the plan, cash dividends
will be reinvested at a price per Subordinate Voting Share calculated by
reference to the volume weighted average of the trading price for the
Subordinate Voting Shares on the relevant stock exchange or marketplace for
the five trading days immediately preceding the relevant dividend date, less a
discount, if any, of up to 5%, at the Company’s election. The Company has
set the initial discount at 3%. The Company may, subject to the terms of the
dividend reinvestment plan, alter or eliminate this discount at any time. See
‘‘Dividend Policy — Dividend Reinvestment Plan’’.

Principal Shareholders: Upon completion of the Offering, the Principal Shareholders will collectively
hold 100% of the Company’s issued and outstanding Multiple Voting Shares.

After giving effect to the Offering, Fairfax will hold approximately 42% of
the Company’s total issued and outstanding Shares and will hold
approximately 53% of the voting power attached to all of the Shares
(approximately 41% and 53%, respectively, if the Over-Allotment Option is
exercised in full) and Cara Holdings will hold approximately 37% of the
Company’s total issued and outstanding Shares and will hold approximately
46% of the voting power attached to all of the Shares (approximately 36%
and 46%, respectively, if the Over-Allotment Option is exercised in full). As a
result, the Principal Shareholders will have a significant influence on the
Company. See ‘‘Principal Shareholders’’ and ‘‘Risk Factors’’. All of the
Multiple Voting Shares held after the Offering by the Principal Shareholders
will be subject to contractual lock-up agreements with the Underwriters. See
‘‘Plan of Distribution — Lock-Up Arrangements’’.
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Take-Over Bid Protection: In accordance with applicable regulatory requirements designed to ensure
that, in the event of a take-over bid, the holders of Subordinate Voting
Shares will be entitled to participate on an equal footing with holders of
Multiple Voting Shares, the Company will enter into the Coattail Agreement.
The Coattail Agreement will contain provisions customary for dual class,
TSX-listed corporations designed to prevent transactions that otherwise
would deprive the holders of Subordinate Voting Shares of rights under
applicable provincial take-over bid legislation to which they would be entitled
if the Multiple Voting Shares were Subordinate Voting Shares. See ‘‘Principal
Shareholders — Coattail Agreement’’.

Risk Factors: An investment in Subordinate Voting Shares is subject to a number of risk
factors that should be carefully considered by prospective investors. These
risks include, but are not limited to: absence of a prior public market;
potential volatility of Subordinate Voting Share price; payment of dividends;
financial reporting and other public company requirements; forward-looking
information; significant ownership by the Principal Shareholders; future sales
of Shares by the Principal Shareholders; dilution; limited voting rights of the
Subordinate Voting Shares; quarterly operating results may fluctuate;
securities analysts’ research or reports could impact price of Subordinate
Voting Shares; the restaurant industry; competition with other franchisors;
quality control and health concerns; security breaches of confidential guest
information; public safety issues; damage to the Company’s reputation;
availability and quality of raw materials; reliance on suppliers; growth of the
Company; franchisees; franchise fees and other revenue; franchisee relations;
revenue reporting risks; opening new restaurants; potential inability to
consummate acquisitions; integration of acquisitions and brand expansion;
retail licensing opportunities; seasonality and weather; regulations governing
alcoholic beverages; laws concerning employees; dependence on key
personnel; attracting and retaining quality employees; unionization activities
may disrupt the Company operations; reliance on information technology;
intellectual property; lawsuits; regulation; and Company’s insurance may not
provide adequate levels of coverage.

In addition, the Company’s assessment of potential SRS Growth, System
Sales Growth and increases in Operating EBITDA Margin on System Sales
over the next five to seven years may be considered forward-looking
information. See ‘‘Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Outlook’’ for additional information
concerning the Company’s strategies, assumptions and market outlook in
relation to this assessment.

See ‘‘Risk Factors’’ and the other information included in this prospectus for
a discussion of the risks that an investor should carefully consider before
deciding to invest in Subordinate Voting Shares.
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following selected audited historical financial information as at and for the years ended January 1, 2013
(‘‘Fiscal 2012’’), December 31, 2013 (‘‘Fiscal 2013’’) and December 30, 2014 (‘‘Fiscal 2014’’) has been derived
from the Company’s consolidated financial statements, in each case prepared in accordance with IFRS and
included elsewhere in this prospectus. Cara’s fiscal year ends on the Tuesday closest to December 31st. As a
result, the Company’s fiscal year is usually 52 weeks in duration but includes a 53rd week every five to six years.
Fiscal 2012, Fiscal 2013 and Fiscal 2014 all contained 52 weeks. The consolidated financial statements for Fiscal
2012, Fiscal 2013 and Fiscal 2014 have been audited by KPMG LLP, and their audit report on these consolidated
financial statements is included elsewhere in this prospectus.

This prospectus makes reference to certain non-IFRS measures. These measures are not recognized
measures under IFRS, do not have a standardized meaning prescribed by IFRS. They are therefore unlikely to
be comparable to similar measures presented by other companies. Rather, these measures are provided as
additional information to complement those IFRS measures by providing further understanding of the
Company’s results of operations from management’s perspective. Accordingly, they should not be considered in
isolation nor as a substitute for analysis of the Company’s financial information reported under IFRS. The
Company uses non-IFRS measures including ‘‘System Sales’’, ‘‘System Sales Growth’’, ‘‘Adjusted System Sales’’,
‘‘SRS Growth’’, ‘‘EBITDA’’, ‘‘Operating EBITDA’’, ‘‘Operating EBITDA Margin’’, ‘‘Operating EBITDA Margin
on System Sales’’, ‘‘Adjusted EBITDA’’, ‘‘Adjusted EBITDA Margin’’ and ‘‘Adjusted Net Earnings’’ to provide
investors with supplemental measures of its operating performance and thus highlight trends in its core business
that may not otherwise be apparent when relying solely on IFRS financial measures. The Company also believes
that securities analysts, investors and other interested parties frequently use non-IFRS measures in the
evaluation of issuers. The Company’s management also uses non-IFRS measures in order to facilitate operating
performance comparisons from period to period, prepare annual operating budgets and to determine
components of management compensation.

Prospective investors should review this information in conjunction with the consolidated financial
statements including the notes thereto as well as ‘‘Non-IFRS Measures’’, ‘‘Management’s Discussion and
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Analysis’’, ‘‘Use of Proceeds’’, ‘‘Consolidated Capitalization’’, ‘‘Description of Material Indebtedness’’ and
‘‘Description of Share Capital’’ included elsewhere in this prospectus.

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited) (audited)

Cara’s Consolidated Statements of Earnings (Loss):
System sales from continuing operations (unaudited) . . . . . . . . . . . . . . $1,696.0 $1,371.9 $1,309.9

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 205.1 $ 194.8 $ 273.3
Franchise revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 71.8 $ 74.3 $ 77.2
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.0 $ 1.5 $ 0.0

Total gross revenue from continuing operations . . . . . . . . . . . . . . . . . . $ 281.8 $ 270.6 $ 350.4
Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (59.4) $ (56.3) $ (78.0)
Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . $ (162.7) $ (172.6) $ (233.9)
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.5) $ (1.5) $ 0.0
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . $ (4.9) $ (2.7) $ (9.3)
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (6.6) $ (14.2) $ (7.0)
Other charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.0 $ (21.5) $ (10.4)

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43.8 $ 1.8 $ 11.8
Finance costs

Net interest expense and other financing charges . . . . . . . . . . . . . . . $ (33.4) $ (44.0) $ (32.8)
Gain (loss) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.5) $ (0.0) $ 0.3

Earnings (loss) from continuing operations before income taxes . . . . . $ 9.9 $ (42.3) $ (20.7)
Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.5) $ 0.0 $ 0.5

Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . $ 5.4 $ (42.2) $ (20.2)
Discontinued operations — net of income taxes . . . . . . . . . . . . . . . . $ 0.1 $ 0.3 $ (0.4)

Net earnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.4 $ (42.0) $ (20.6)
Net earnings (loss) attributable to

Shareholders of the Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.6 $ (41.6) $ (20.4)
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.2) $ (0.3) $ (0.3)

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited) (audited)

Cara’s Selected Consolidated Balance Sheet Data (at period end):
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3.8 $ 1.6 $ 1.6
Working capital balance(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (41.5) $ (16.3) $ (25.2)
Long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 50.2 $ 69.4 $ 74.5
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 86.6 $ 76.4 $ 102.9
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 387.8 $ 367.8 $ 329.0
Gift card liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 49.5 $ 43.1 $ 39.5
Total debt(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 278.4 $ 297.1 $ 338.4
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 135.5 $ 126.3 $ 0.0
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 62.4 $ 76.8 $ 80.1
Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 625.9 $ 620.2 $ 547.1
Total Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(238.0) $(252.3) $(218.0)

Cara’s Selected Consolidated Statements of Cash Flows Data:
Cash from (used in)

Operating activities from continuing operations . . . . . . . . . . . . . . . . $ 88.5 $ 41.6 $ 50.9
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (38.3) $ (14.2) $ (8.3)
Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (47.8) $ (25.1) $ (35.5)
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(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013

(unaudited) (unaudited)

Cara’s Other Financial and Operating Metrics:
System Sales:

Corporate segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 195.4 $ 185.0
Franchise segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,500.6 $1,177.1
Central segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.0 $ 9.8

Total System Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,696.0 $1,371.9
SRS Growth:

Corporate segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.2 % (0.4)%
Franchise segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.9 % 0.6 %
Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.6 % 0.5 %

Unit count:
Corporate segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91 77
Franchise segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 746 756

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 837 833

Cara’s Other Financial and Operating Metrics:
Corporate results:

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 195.4 $ 185.0
Restaurant-level expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (188.1) $ (187.2)

Total contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.3 $ (2.2)
Total contribution as a % of corporate sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.7 % (1.2)%

Franchise results:
Franchise royalty income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 66.1 $ 53.4
Franchise rent assistance and bad debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (10.8) $ (11.7)

Contribution from franchise restaurants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55.3 $ 41.7
Contribution as a % of franchise System Sales . . . . . . . . . . . . . . . . . . . . . . . . . . 3.7 % 3.5 %

Central segment:
Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.6 $ 9.8
New franchise fees and equipment rent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3.9 $ 4.6
Net central contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.4 $ (6.0)

Total Central Contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20.9 $ 8.4
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(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited)

Reconciliation of net earnings (loss) from continuing operations to
Operating EBITDA and Adjusted EBITDA:
Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . $ 5.4 $(42.2) $(20.2)
Net interest expense and other financing charges . . . . . . . . . . . . . . . . . $ 33.4 $ 44.0 $ 32.8
Loss (gain) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.5 $ 0.0 $ (0.3)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.5 $ (0.0) $ (0.5)
Depreciation of property, plant and equipment . . . . . . . . . . . . . . . . . . $ 17.4 $ 23.7 $ 31.6
Amortization of other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.5 $ 0.3 $ 0.1
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.9 $ 2.7 $ 9.3
Losses on early buyout/cancellation of equipment rental contracts(3) . . . $ 4.4 $ 1.8 $ 0.5
Restructuring(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.6 $ 14.2 $ 7.0
Conversion fees(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1.8) $(16.3) $(22.8)
Net (gain) / loss on disposal of property, plant and equipment . . . . . . . $ (0.3) $ 18.6 $ 7.3
Stock based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.1 $ (0.9) $ 0.5
Change in onerous contract provision . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.8) $ 1.6 $ 2.4
Lease costs and tenant inducement amortization . . . . . . . . . . . . . . . . . $ 0.7 $ 0.4 $ (0.3)

Operating EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 83.6 $ 47.9 $ 47.4
Adjustment for full-year contribution from The Landing Group(6) . . . . . $ 3.9
Reduction in management bonus(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.4

Adjusted EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 89.9

Reconciliation of net earnings attributable to shareholders of the
Company pro forma for The Landing Group to Adjusted Net Earnings:
Net earnings attributable to shareholders of the Company pro forma

for The Landing Group(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.7
Adjustments:
Loss (gain) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.5
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.9
Losses on early buyout/cancellation of equipment rental contracts(3) . . . $ 4.4
Restructuring(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.6
Conversion fees(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1.8)
Net (gain) / loss on disposal of property, plant and equipment . . . . . . . $ (0.3)
Stock based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.1
Change in onerous contract provision . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.8)
Reduction in management bonus(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.4
Interest savings from debt repayment(8) . . . . . . . . . . . . . . . . . . . . . . . . $ 28.7

Adjustments before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 50.8
Income taxes on deductible adjustments(9) . . . . . . . . . . . . . . . . . . . . . . $(11.7)
Elimination of Part VI.1 taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.4
Elimination of unrecognized income tax benefit(10) . . . . . . . . . . . . . . . . $ (4.3)

Adjusted Net Earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45.9

Adjusted Net Earnings per share (in dollars)(11)

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.96
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.90

(1) Calculated as the sum of accounts receivable, inventories and prepaid expenses and other assets less accounts payable and accrued
liabilities.

(2) Calculated as the sum of bank indebtedness, current portion of long-term debt and long-term debt.
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(3) Non-cash expenses related to the early termination of equipment rental contracts that were entered into by Cara and franchisees as
part of conversion of corporate restaurants to franchised locations.

(4) Restructuring expenses incurred in Fiscal 2014, 2013 and 2012 related primarily to severance costs.

(5) One-time income generated by conversion of corporate to franchised locations.

(6) Adjusted to reflect the acquisition of The Landing Group as if it had occurred on January 1, 2014. On December 18, 2014, the
Company completed the acquisition of 55% of the issued and outstanding common shares of The Landing Group for a purchase price
of $18.3 million, which was settled in cash. The Landing Group contributed total gross revenue of $0.6 million, Operating EBITDA of
$0.1 million and net earnings of $0.1 million from the acquisition date to December 30, 2014. If the acquisition had occurred on
January 1, 2014, management believes The Landing Group would have contributed total gross revenue of $18.5 million, Operating
EBITDA of $4.0 million and net earnings of $2.1 million, based on unaudited financial information for The Landing Group for the
52 week period ended December 31, 2014.

(7) Adjustment represents the difference between the management bonus for Fiscal 2014 and the anticipated management bonus for
Fiscal 2015, which is expected to be lower.

(8) Pro forma for the Offering and the associated use of proceeds contemplated herein, based on $200.1 million of gross proceeds from
the Offering, $10.0 million of Underwriters’ commission and $5.0 million of other expenses (which includes $0.3 million related to the
New Credit Facility), as well as the Pre-Closing Capital Changes, as if these transactions had occurred on January 1, 2014. See ‘‘Use of
Proceeds’’, ‘‘Consolidated Capitalization’’ and ‘‘Description of Share Capital’’.

(9) Assumes a tax rate of 26.3% for all adjustments, excluding $6.1 million of stock based compensation expense, which is a non-
deductible amount.

(10) Historically, the Company has been in a net loss position. As a result of the turnaround of the business, the Company now expects to
generate positive net earnings and, as a result, will recognize previously unrecognized income tax assets and no longer record an
unrecognized income tax benefit.

(11) Pro forma for the Offering as well as the Pre-Closing Capital Changes, as if these transactions had occurred on January 1, 2014. See
‘‘Description of Share Capital’’.
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THE CANADIAN FOODSERVICE INDUSTRY

Overview

According to Restaurants Canada, the Canadian foodservice industry generated sales of approximately
$68 billion in 2013. Restaurants Canada groups the foodservice industry into: (i) commercial foodservice
operators, whose main business is selling food and beverage service for immediate consumption, on or off the
premises; and (ii) non-commercial foodservice operators which offer something other than food and beverage as
their primary business but encompass some components of commercial foodservice including hotels, movie
theatres, retail outlets, and schools.

Commercial foodservice operators, which are estimated by Restaurants Canada to represent approximately
80% of Canadian foodservice industry sales, generally fall within one of the following categories: full-service
restaurants, limited-service restaurants, special food services (caterers), and drinking places (bars).

Restaurants Canada Foodservice Sales
(2013)

Limited-service restaurants
35.4%

Full-service restaurants
35.0%

Caterers
6.8%

Drinking places
3.5%

Accommodation
foodservice

8.3%

Institutional foodservice
5.7%

Retail foodservice
1.8%

Other foodservice
3.5%

$47.9B
(Full-service

+
Limited-service)

$20.1B
(Other)

Source: Restaurants Canada

Cara primarily operates in the full-service and limited-service restaurants categories of the commercial
foodservice industry (the ‘‘Canadian Restaurant Industry’’). Full-service restaurants provide food services to
patrons who order and are served while seated and pay after eating. Limited-service restaurants provide food
services to patrons who generally pay before eating on the premises or who take-out or have food delivered to
them for consumption off-premises. According to Statistics Canada, the Canadian Restaurant Industry
generated sales of $47.9 billion in 2013 and has grown at a 4.0% compounded annual growth rate (‘‘CAGR’’)
from 2003 to 2013. The following chart illustrates the growth of the Canadian Restaurant Industry.
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Canadian Restaurant Industry
2003 to 2013
($ billions)(1)

$17.1 $18.1 $18.8 $19.3 $20.0 $20.9 $20.7 $20.9 $21.5 $22.5 $23.7

$15.4 $16.0 $16.4 $17.9 $18.4 $19.5 $20.1 $21.2 $22.0
$23.1

$24.1$32.5
$34.1 $35.2

$37.3 $38.4
$40.4 $40.8 $42.2 $43.4

$45.7
$47.9

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Full-Service Restaurants Limited-Service Restaurants

2003 - 2013 CAGR: 4.0%

Source: Statistics Canada; sales data is based on gross receipts excluding provincial sales taxes and excise duties.

(1) Figures for total Canadian sales may be rounded.

Limited-service restaurant sales tend to be more resilient during economic downturns than full-service
restaurant sales. During the financial crisis from 2008 to 2010, full-service restaurant sales stayed flat while
limited-service restaurant sales grew at a 4.3% CAGR. During the subsequent economic recovery from 2010 to
2013, the full-service and limited-service segments grew at approximately the same CAGR of 4.3%.

Canadian Restaurant Industry sales growth generally correlates with growth in gross domestic product
(‘‘GDP’’) and disposable income, which are both driven by increases in consumer spending, business investment
and exports. According to the International Monetary Fund, nominal GDP growth in Canada is expected to be
2.2% in 2015 and 4.6% in 2016. In Ontario, Cara’s core market, the Ontario Ministry of Finance projects
nominal GDP to grow at approximately 4.4% in 2015 and 4.4% in 2016.
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Restaurant Segments

The Canadian Restaurant Industry can be further classified into a number of segments, which are described
in the following table. Cara’s ten brands operate across multiple segments of the Canadian Restaurant Industry.

Limited-Service Restaurants Full-Service Restaurants

Quick Upscale
Service Fast Casual Midscale Casual-Dining Casual-Dining

Restaurants Restaurants Restaurants Restaurants Restaurants Fine Dining

Typical • Counter • Limited • Moderate • Table service • Adults focus • Extensive
Characteristics: service service or average • Alcohol • Higher table service

• Specializes in self-service cheque served build-out • Fine cuisine
one type of • Prepared to • Table service costs than • Dinner
food order • Limited / no casual emphasis

• Emphasis on • Fresh alcohol • Alcohol • White table
takeout / ingredients served cloth
delivery • Upscale / • Alcohol

• No alcohol highly served
developed
interior design

Average Cheque(1): Under $8.50 $8 to $12 $8 to $12 $12 to $20 $20 to $50 $50+

Cara Brands: Harvey’s Swiss Chalet Kelsey’s Bier Markt
East Side Prime Pubs Milestones
Mario’s Casey’s The Landing Group
Montana’s

Note: Information regarding typical characteristics and average cheque are from the Technomic Report.

(1) The ranges for ‘‘average cheque’’ in the Technomic Report are based on one meal, excluding alcoholic beverages.
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Market Participants

The Canadian Restaurant Industry is highly fragmented. According to Technomic’s 2014 Top 200 Canadian
Chain Restaurant Report (‘‘Technomic Report’’), in 2013, the five largest restaurant operators by sales
accounted for approximately 31% of total restaurant sales and the 200 largest restaurant chains accounted for
approximately 60% of total restaurant sales. Taken together, the sales from Cara’s nine full-service restaurant
brands would make Cara the largest full-service restaurant operator in Canada. System Sales from all 10 of
Cara’s restaurant brands would make it the third largest restaurant operator in Canada, behind Restaurant
Brands International (comprised of Tim Hortons and Burger King) and McDonald’s, and ranking ahead of both
Subway and Starbucks.

Canadian Combined Largest Canadian Restaurant
Restaurant Operator Market Share(1)(2) Operators by Sales

(2013) (2013)

Restaurant Operator Total Canadian Sales

(C$ millions)(4)

Restaurant Brands Intl.(3) $6,549
McDonald’s $4,008

Cara(2) $1,646
Subway $1,600

Starbucks $1,158
MTY(3) $1,121

Boston Pizza $975
YUM! Brands(3) $959

A&W $891
Wendy’s $651

Restaurant
Brands Intl.(3)

13.4% McDonald's
8.2%

Cara
3.4%

Subway
3.3%

Starbucks
2.4%Rest of

Market
69.3%

Source: Technomic Report

(1) Percentages are calculated by dividing the sales of each restaurant operator by the total industry sales. The sales figures are from the
Technomic Report and are not based on the System Sales of the Company and the Company’s franchisees.

(2) Cara’s combined Canadian sales exclude sales from The Landing Group, in which Cara acquired a 55% interest in December 2014.

(3) Operator with multiple chains aggregated by management.

(4) Technomic derives Canadian sales information from reported leading chain surveys, public filings, or estimated sales based on its
understanding of per-unit average sales. Figures are not based on the System Sales of the Company and the Company’s franchisees.
Figures for total Canadian sales may be rounded.
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The tables below highlight the largest limited-service and full-service restaurant chains in Canada ranked by
2013 Canadian sales, with Cara’s brands highlighted. Cara’s full-service restaurant brands accounted for
$1,417 million of sales on a combined basis and make Cara the largest full-service restaurant operator
in Canada.

Largest Limited-Service Chains in Canada Largest Full-Service Chains in Canada
by 2013 Sales by 2013 Sales

Rank Restaurant Chain Total Sales(1) Rank Restaurant Chain Total Sales(1)

($ millions) ($ millions)

Cara Full Service
$1,417

Restaurants Combined(2)

1 Tim Hortons $6,173 1 Boston Pizza $975
2 McDonald’s $4,008 2 Swiss Chalet $519
3 Subway $1,600 3 Keg Steakhouse & Bar(3) $470
4 Starbucks $1,158 4 St-Hubert $384
5 A&W $891 5 Earls Kitchen & Bar $275
6 Wendy’s $651 6 Montana’s $231
7 KFC $643 7 Moxie’s Grill & Bar $210
8 Dairy Queen/Orange Julius $547 8 East Side Mario’s $198
9 Pizza Pizza $411 9 Jack Astor’s $183
10 Burger King $376 10 Milestones $176
11 Pizza Hut $271 11 White Spot Restaurant $155
12 Domino’s Pizza $254 12 Kelsey’s $149
13 Harvey’s $230 13 Cora $140
14 Second Cup $191 14 Joey Restaurants $132
15 Quiznos $184 15 Smitty’s $130

33 Casey’s $65

Source: Technomic Report. For the purposes of the tables above, restaurant brands have been grouped into limited-service restaurant and
full-service restaurant categories as the Technomic Report does not distinguish between these categories. Figures for total Canadian sales
may be rounded.

(1) Total sales refers to sales in Canada and not any other jurisdictions. The sales figures are from the Technomic Report and are not
based on the System Sales of the Company and the Company’s franchisees.

(2) This figure excludes sales from The Landing Group, in which Cara acquired a 55% interest in December 2014.

(3) Fairfax became the majority shareholder of Keg Restaurants Ltd. when it acquired 51% of its equity shares on February 4, 2014.
Mr. Gregson has been a member of its board of directors since that time and is expected to continue to serve as a director.

Industry Trends

Increasing Market Share for Restaurant Chains

As compared with independent restaurant operators, restaurant chains in Canada have dominant market
share of 62.1% based on dollars spent. Between 2008 and 2013, chain restaurant overall market share increased
by 2.9% in terms of dollars spent. The superior market share of chain restaurants is due to their brand strength
and national presence and such restaurants may also benefit from competitive advantages in terms of economies
of scale, purchasing power, back office infrastructure and expertise in areas such as real estate and information
technology.

Convenience Driving Alternative Offerings Including Home Meal Replacement

Canadians are leading faster-paced lifestyles leaving them with less time and desire to prepare meals at
home. As a result of an increasing demand for convenience, consumer spending habits on foods are changing. In
response, supermarket meal solutions are evolving to include more innovative offerings, targeting home meal
replacement. These offerings are ready to eat and often priced at a significant discount to restaurant prices.
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Restaurants in Canada are also focused on enhancing their off-premise capabilities (take-out, drive-thru and/or
delivery) to meet market demand for convenience.

Shifting Demographics Require More Specific Targeting of Customers

The foodservice industry is becoming more complex with increasing differentiation along demographic
segments. The ‘‘baby boomer’’ generation, born between 1946 and 1965, is an increasingly affluent segment of
the Canadian population with high disposable income. As this population ages, it will be important for
restaurants to target older consumers in terms of service, health and wellness and a strong value proposition.(1)

For the younger generation, the preferences of an increasingly diverse, globally aware, millennial consumer
population will lead the foodservice industry to focus on sustainability and social responsibility issues, creating
an attractive atmosphere for dine-in occasions and ethnic authenticity for food preparations.(1) To meet these
demographic trends, restaurants will need to remain flexible and offer menu variety, value, convenience, quality
and social atmosphere while maintaining traditional core menu offerings that customers have come to expect.

Fast Casual Segment Poised for Growth

The fast-casual segment includes restaurants that do not offer full table service, but that have a core
positioning around freshness, ingredient quality, customizable menu offerings and an appealing ambiance.(1)

According to the Technomic Report, fast-casual concepts are poised for expansion, particularly in the pizza,
burger, Mexican and sandwich categories as consumers search for quality food at an attractive price point.
Certain limited-service restaurants and full-service restaurants could see growth opportunities by adopting a fast
casual model that emphasizes both food quality and ingredient customization in order to remain competitive.

Opportunity for Consolidation

Near-term sales growth in the Canadian restaurant industry is expected to be driven primarily by price
increases and new restaurant openings. Restaurants will continue to compete for market share in order to
achieve growth. Restaurant chains may be in a better position to leverage their scale and brand strength to win
market share from independent operators. Management believes that the fragmented nature of the Canadian
restaurant industry will continue to drive continued consolidation in the industry, leading to further market
share gains for the largest restaurant chains.

(1) Source: Technomic Report.
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THE BUSINESS OF CARA

OVERVIEW

Cara is Canada’s largest full-service restaurant company and third largest restaurant operator based on
2013 sales. As at December 30, 2014, Cara had 10 brands and 837 restaurants across Canada, 89% of which are
operated by franchisees. Cara’s restaurant network includes iconic brands that resonate with Canadians, such as
Swiss Chalet and Harvey’s. Under the leadership of Cara’s new management team, Cara’s financial performance
has strengthened significantly. From Fiscal 2013 to Fiscal 2014, System Sales increased 23.6%, SRS Growth was
2.6%, and Operating EBITDA increased 74.4%. See ‘‘Non-IFRS Measures’’. For a reconciliation of net earnings
(loss) from continuing operations to Operating EBITDA, see ‘‘Selected Consolidated Financial Information’’.

Cara is a consolidator of brands in the restaurant industry and currently has a portfolio of 10 distinctive
brands, each of which is outlined below:

System
Year Sales(2) AUV(3) Percent

Brand(1) Founded Units (2014) (2014) Franchised

Swiss Chalet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1954 215 $546 $2.5 98%
Harvey’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1959 261 $267 $1.1(4) 94%
Montana’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1995 91 $234 $2.6 87%
Milestones . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1989 53 $169 $3.2 57%
East Side Mario’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1980 80 $168 $2.1 95%
Kelsey’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1978 72 $157 $2.2 76%
Prime Pubs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1996 30 $63 $2.1 87%
Casey’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1980 25 $59 $2.4 96%
Bier Markt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1999 7 $27 $3.9 —
The Landing Group(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2011 3 $18 $6.2 —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 837 $1,710

(1) Information for all brands is presented as at and for the 52 week period ended December 30, 2014.

(2) System Sales is based on restaurant sales of the relevant brand and is expressed in millions of dollars.

(3) AUV represents average unit volume, in millions of dollars, based on annual restaurant System Sales of the relevant brand.

(4) Excluding non-traditional / smaller store formats.

(5) Cara acquired a 55% interest in The Landing Group in December 2014. Units and sales for The Landing Group are for the full
52 week period ended December 30, 2014.

Founded by the Phelan family in 1883 as the Canada Railway News Company Limited, Cara initially
provided newspapers, food, snacks and other supplies to travellers on the railways and steamship lines operating
in Southern Ontario. Cara expanded its operations throughout the 1900s to include, among others, the operation
of hotels and restaurants, airline catering services and specialty coffee. Cara was listed on the Toronto Stock
Exchange between 1968 and 2004 and taken private by the Phelan family in 2004. Following Cara’s privatization
in 2004, the Company refocused operations by divesting non-core businesses and transitioning to a pure-play
branded restaurant company. Divestitures included Cara’s coffee business, its air terminal restaurants business,
its food distribution business and Cara’s airline catering and logistics operations.

Cara’s financial performance during the period from 2004 to 2012 was adversely affected by a number of
factors. The 2004 going-private transaction was structured as a leveraged buy-out which resulted in significant
debt being assumed by Cara. Additionally, during this period, a large portion of the proceeds from non-core
assets sales, conversion fees and free cash flow were reinvested into the business (e.g., information technology,
opening of new restaurants and the development of a new head office and data centre) and Cara’s net total debt
decreased by only $140 million, from $478 million to $337 million. Over the same time period, EBITDA
decreased from $129 million to $52.8 million, driven by the loss of EBITDA from the asset sales, the impact of
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the financial crisis beginning in 2008 on Cara’s growing central fixed cost structure and the loss of higher
corporate profits in return for lower franchise royalty income.

Despite the challenges experienced by Cara, the resilience of its iconic brands was evident in that Cara’s
network was still able to experience modest growth and increased System Sales from $1.1 billion in fiscal 2004 to
$1.3 billion in Fiscal 2012. By the end of Fiscal 2012, leverage reached 6.4x in terms of total net
debt-to-EBITDA. With Cara facing severely constrained financial flexibility in 2013, Fairfax — a leading
Canadian financial services holding company listed on the TSX — led a recapitalization of Cara by investing
$100 million in Cara and selling its interest in Prime Restaurants Inc. (‘‘Prime’’) to Cara for approximately
$69.6 million. See ‘‘Principal Shareholders’’. Fairfax had acquired Prime, whose well known restaurant brands
included East Side Mario’s, Casey’s, Prime Pubs and the Bier Markt in January 2012.

Since Fairfax’s investment in Cara, the Company has undergone a successful transformation of the business
through the appointment of a new management team and board which have implemented a disciplined culture
focused on growing Operating EBITDA as a leading Canadian full-service restaurant operator with
iconic brands.

Swiss Chalet Rotisserie & Grill (‘‘Swiss Chalet’’): Swiss Chalet is the leading national
rotisserie chicken chain in Canada serving up classic, ‘‘craveable’’, wholesome
food through eat-in dining rooms, take-out and delivery. Swiss Chalet is well

‘‘Always so good known for its rotisserie chicken made fresh on-premise every day and signature
for so little’’ Chalet dipping sauce.

Harvey’s: Harvey’s is Canada’s home-grown national hamburger chain and the
entry point for a premium customized burger. Harvey’s targets hamburger lovers
in Canada, and is well known for its flame-grilled burgers, fresh toppings and

‘‘It’s a beautiful thing’’ customizable burgers.

Montana’s BBQ & Bar (‘‘Montana’s’’): Montana’s is a leader in western-style BBQ
family dining in Canada. It offers families fun, value and genuine hospitality in a
rustic, wilderness lodge atmosphere. Montana’s has become famous for BBQ, like

‘‘Smokin Good BBQ’’ fall-off-the-bone smokehouse ribs, Canadian AAA steaks and fire-grilled burgers.

Milestones Grill & Bar (‘‘Milestones’’): Milestones is a leader in the casual upscale
dining segment in Canada targeting couples and events, such as ‘‘Girls’ Night
Out’’. Milestones provides guests with a menu focused on both classic and

‘‘The story of food’’ seasonally diverse dishes, all prepared on site in a familiar and friendly
environment with genuine and knowledgeable service.

East Side Mario’s: East Side Mario’s is the leader in full-service Italian family
dining in Canada. It is known for great value, quality food and a fun atmosphere.
The restaurant is family-oriented and the menu showcases Italian favourites such

‘‘Home of all you can eat’’ as pizzas and pasta dishes.

Kelsey’s: Kelsey’s is a leader in casual roadhouse-style dining in Ontario. The
restaurant is known for great wings, appetizers, burgers, sandwiches, pastas and

‘‘Happiness Always’’ beverages.

Casey’s Grill & Bar (‘‘Casey’s’’): Casey’s offers a contemporary, social dining
experience within the casual dining segment. Casey’s is positioned as a laid-back
neighbourhood gathering place with a varied menu.‘‘Food First’’
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Prime Pubs: Prime Pubs operates under several names including Fionn MacCool’s,
D’Arcy McGee’s, Paddy Flaherty’s and Tir nan Óg and they are differentiated
from the local bar by their premium offerings. Prime Pubs are tastefully Irish and

‘‘Great Food. are designed to appeal across broad demographic groups and differing ethnic
Great Friends. backgrounds. The pubs offer up to 14 beers on tap, live entertainment on
Great Beer.’’ weekends and a mix of Irish and North American food offerings.

Bier Markt: Bier Markt targets the young urban professional demographic. Bier
Markt locations offer over 145 brands of beer from more than 30 countries paired
with a European brasserie-inspired menu. The restaurants also offer live‘‘Bier is beautiful’’
entertainment on the weekends.

The Landing Group of Restaurants (‘‘The Landing Group’’): The Landing Group is a
metropolitan Toronto-based, high-volume, premium casual restaurant concept.
Offering lunch, dinner and late night service, the restaurants have an exciting
bar-restaurant atmosphere with unique indoor/outdoor configurations. Many guests‘‘Bar. Grill. Hub’’
come to the restaurants to watch sports or for late night DJ’s and entertainment.

INVESTMENT HIGHLIGHTS

Leading Canadian Full-Service Restaurant Operator with Iconic Brands

Taken together, the System Sales from Cara’s nine full-service restaurant brands would make Cara the
largest full-service restaurant operator in Canada. System Sales from all 10 of Cara’s restaurant brands would
make it the third largest restaurant operator in Canada, behind Restaurant Brands International (Tim Hortons
and Burger King) and McDonald’s, and ranking ahead of both Subway and Starbucks. In Fiscal 2014, Cara’s
restaurants generated System Sales of approximately $1.7 billion. According to Technomic, Cara’s five largest
full-service restaurant brands (Swiss Chalet, Montana’s, East Side Mario’s, Milestones and Kelsey’s) are ranked
as the 2nd, 6th, 8th, 10th and 12th full-service restaurant chains in Canada by total Canadian sales, respectively.
Cara’s iconic brands have established Cara as a nationally recognized franchisor of choice in Canada.

Cara’s restaurants are located across Canada with 72% of those locations based in Ontario. The following
map illustrates the national reach of Cara’s brands and restaurants in Canada as of December 30, 2014.
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Attractive Franchise-Focused Business Model

In 2006, Cara underwent a strategic shift to a primarily franchise-driven operation. With 746 franchised
locations as of December 30, 2014, representing 89% of total restaurants, Cara has become a leading restaurant
franchisor in Canada. Cara’s iconic brands, purchasing power, and scale provide an attractive platform for
entrepreneurs seeking to start a franchise.

Cara’s transformation to a primarily franchised company has enhanced its financial profile and operating
leverage. The capital-light business model has significantly increased royalty and other franchise revenues and
decreased the incremental cost of expansion by shifting capital obligations to the franchisee. Costs of
inventories, labour and other direct operating costs have declined as franchisees have assumed those restaurant
expenses. These factors have enabled Cara to increase Operating EBITDA Margins, and create a platform for
rapid future unit growth and margin expansion. As a result, Cara is able to focus more effectively on new
restaurant development, brand enhancement, menu innovation, and franchisee support.

Successful Transformation of the Business Positions Cara for Success

New Management Team with Significant Retail Turnaround and Restaurant Experience

As part of Fairfax’s investment in Cara in October 2013, a new management team for Cara was assembled,
which included a new Board and senior executives with significant retail and turnaround experience to bring
discipline and focus to the Company’s operations. Bill Gregson assumed the role of Chief Executive Officer
(‘‘CEO’’) and Ken Grondin joined Cara as Chief Financial Officer (‘‘CFO’’). Prior to joining Cara, Mr. Gregson
was Executive Chair, President and CEO of the Brick Ltd. (‘‘The Brick’’) (a national Canadian furniture retailer
in which Fairfax was a major shareholder) and Mr. Grondin was its Chief Financial Officer and President of
Financial Operations. Mr. Gregson and Mr. Grondin achieved a successful turnaround at The Brick, which was
traded on the TSX until it was acquired by Leon’s Furniture Limited in March 2013. From July 10, 2009 to
March 28, 2013, under Mr. Gregson’s leadership, The Brick’s market capitalization grew from approximately
$42 million to $715 million and EBITDA (as defined by the Brick) grew from approximately $30 million to
$104 million.

Prior to joining The Brick, Mr. Gregson was President and Chief Operating Officer of the Forzani
Group Ltd. (‘‘Forzani’’) (a TSX-listed leading multi-brand sporting goods retailer in Canada, which was
acquired in 2011) where he led a successful turnaround of the company. From January 2, 1997 to January 10,
2008, Forzani’s market capitalization grew from approximately $11 million to $551 million and EBITDA (as
defined by Forzani’s) grew from approximately ($3) million to $123 million. In addition, Mr. Gregson has been a
member of The Keg’s board of directors since Fairfax became its majority shareholder in February 2014 and is
expected to continue to serve as a director. Mr. Grondin served as Chief Financial Officer of other companies
including Parkland Fuel Corporation and of Nygard International, during periods of significant growth and
transformation for those companies.

With the benefit of Cara’s leading brands, its strong portfolio of restaurants and a stronger balance sheet
after the Fairfax investment, Cara’s new management team has implemented a disciplined culture focused on
growing Operating EBITDA through: (i) generating sales growth through expanded marketing and strategic
restaurant additions, (ii) improving overall network health and corporate and franchisee restaurant profitability,
and (iii) expense reductions for all central and restaurant expense categories. In addition, Cara has made
strategic new hires of skilled and experienced restaurant operators such as Ken Otto who joined Cara in
September 2014. Mr. Otto was the Chief Operating Officer of Boston Pizza International Inc. (‘‘Boston Pizza’’)
from June 2011 to August 2014. Over Mr. Otto’s 10 years at Boston Pizza as Executive Vice President,
Operations and later as Chief Operating Officer, he helped grow it from a regional restaurant chain to a national
player with approximately $1 billion in sales in 2013. At Cara, he is responsible for the Harvey’s, Swiss Chalet,
East Side Mario’s and Montana’s brands as well as overseeing franchising, construction and real estate.

Increased Scale and Synergies Resulting from Prime Acquisition

Cara’s acquisition of Prime provided an opportunity to re-engineer existing operations and practices and to
realize greater economies of scale for the combined enterprise. Cara has substantially completed the integration
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of Prime and has realized significant synergies, including cost savings through employee rationalizations,
re-negotiation of restaurant-level food, beverage and other supply and service contracts, the closing of Prime’s
head office, consolidation of information technology and elimination of other duplicative costs. Since
October 2013, Cara has reduced its head office staff by approximately 15%. Selling, general and administrative
(‘‘SG&A’’) expenses were $162.7 million for Fiscal 2014 compared to $172.6 million for Fiscal 2013, representing
a reduction of $9.9 million or 5.7%.

Focus on Further Improving Franchisee Profitability and Network Health

Management has focused on improving franchisee profitability by driving sales growth through initiatives
such as marketing and menu development and leveraging Cara’s shared services infrastructure and procurement
synergies to reduce certain components of the franchisees’ cost structure.

From a network health perspective, management focuses on closing any unprofitable restaurants and
opening new restaurants in a disciplined, profit-focused manner. The Company closed 24 unprofitable
restaurants in Fiscal 2014 and plans to close approximately 15 to 25 restaurants in 2015, concurrent with lease
maturity dates. Management will generally only open a new location where it believes that the franchisee can be
profitable based on occupancy and other costs and can generate an appropriate return on the franchisees’
investment. Management believes that it will be able to grow its network by approximately 14 net new openings
(30 to 40 openings and 15 to 25 closures) in 2015 and will target growth of 30 to 50 net new restaurants per year
thereafter.

Comprehensive Overhaul of Cara’s Marketing Strategy to Improve Sales

Cara has completed a comprehensive overhaul of its marketing strategy and expenditures. As successfully
implemented by Mr. Gregson at both The Brick and Forzani, Cara has instilled a ‘‘win-the-week’’ sales culture,
introduced accountability by measuring sales performance each week and implemented tactical marketing
initiatives to generate more impact per marketing dollar spent. Cara has (i) reduced its reliance on third party
consultants and re-deployed funds on direct advertising through television, radio, print media and digital
channels, (ii) combined media purchases of all brands to fully leverage Cara’s scale to achieve better pricing,
(iii) established a 52-week calendar with marketing initiatives for each week of the year, (iv) emphasized
intelligence gathering to measure Cara’s weekly performance relative to its competition on a product and
daypart basis. The result has been a positive impact on SRS Growth, which was 4.8% in the fourth quarter of
Fiscal 2014, Cara’s best SRS Growth in the last 8 years, compared to (0.2%) in the comparable period in 2013.
Harvey’s itself achieved SRS Growth of 20.6% in the fourth quarter of Fiscal 2014 (compared to 2.1% in the
comparable period in 2013), driven by Harvey’s successful ‘‘Signature Event’’ promotion in October 2014, which
offered two original burgers for $5.

Positive Financial Impact of Cara’s Turnaround on Operating EBITDA and Operating EBITDA Margin

Under the leadership of Cara’s new management team, Cara’s financial performance has improved
significantly. From Fiscal 2013 to Fiscal 2014, Cara’s System Sales increased 23.6%, SRS Growth was 2.6%, and
Operating EBITDA increased approximately 74.4%.
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Key Financial Metrics

Fiscal 2014
Fiscal 2012 Fiscal 2013(1) Fiscal 2014 Adjusted(2)

(unaudited) (unaudited) (unaudited) (unaudited)

System Sales(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,310 $1,372 $1,696 $1,714
System Sales growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1% 4.7% 23.6% 24.9%
SRS Growth(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.4%) 0.5% 2.6% 2.6%
Total gross revenue from continuing operations . . . . . . . . $350.4 $270.6 $281.8 $299.7
Store count . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 709 833 837 837
Operating EBITDA(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . $47.4 $47.9 $83.6 $89.9
Operating EBITDA Margin(3) . . . . . . . . . . . . . . . . . . . . . 13.5% 17.7% 29.7% 30.0%
Operating EBITDA Margin on System Sales(3) . . . . . . . . . 3.6% 3.5% 4.9% 5.2%

(1) 2013 restaurant count includes all Prime restaurants as of November 2013; 2013 System Sales only includes sales from Prime
restaurants for the months of November and December 2013.

(2) Adjusted to include The Landing Group as if such acquisition had occured on January 1, 2014 and a $2.4 million reduction in
management bonus. See ‘‘Selected Consolidated Financial Information’’.

(3) See ‘‘Non-IFRS Measures’’ for a description of these measures.

Cara Combined SRS Growth
Fiscal 2012 to Fiscal 2014
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Note: SRS Growth represents same restaurant sales growth for all franchised and corporate restaurants in Cara’s network. See ‘‘Non-IFRS
Measures’’ for a description of how Cara calculates SRS Growth. SRS Growth for individual brands may be higher or lower than SRS
Growth for all restaurants combined, and in some cases, SRS Growth for individual brands may be negative.

Multiple Brand Strategy Provides Significant Competitive Advantages

Multi-Brand Strategy Provides Diversification

Cara’s current portfolio of 10 distinctive yet highly complimentary restaurant brands offers a variety of
unique menus and dining experiences to customers in both the full-service restaurant and limited-service
restaurant segments. The Company’s brands target a broad spectrum of customers across various demographics,
dayparts and price points. The diversity of restaurant concepts and their appeal to different target markets
enables Cara to operate multiple brands in the same geographic area without directly competing against each
other. This also provides Cara with the flexibility to adapt to rapidly evolving customer tastes across Canada.
Cara’s multiple brands platform allows it to consider converting existing locations from one brand to another
and to do so at a lower cost than constructing a new restaurant.
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Brand-Specific Dedicated Team and Focus — the ‘‘Best’’ of a Single Brand Strategy

Each Cara brand has a dedicated team responsible for developing and delivering a superior customer
experience and SRS Growth. The multidisciplinary brand teams include an operations lead, a chef and a
marketing lead whose attention is devoted solely on matters specific to their brand. They are responsible for all
aspects of the brand, from menu development and innovation to restaurant ambiance to advertising campaigns.
In turn, Cara is committed to ensuring the continued strength of each brand by providing a number of
centralized resources and shared services. This approach allows the Company to provide support to both
corporate and franchised restaurants to improve profitability and operating leverage while allowing them to,
‘‘live and breathe the brand 24/7,’’ focusing on banner-specific opportunities and customer-facing initiatives.

Providing Scale and Shared Services Infrastructure — the ‘‘Best’’ of a Multi-Brand Strategy

Cara aims to utilize its scale to provide its restaurants with competitive advantages which are not available
to independent restaurant operators. Functions that are not brand-specific are centralized and pooled, providing
significant opportunities to leverage the Company’s scale and relationships to reduce operating and capital
expenditures and increase efficiency, thereby increasing restaurant profitability. As a result of this support,
management believes that it has struck the optimal value balance with franchisees making Cara the franchisor
of choice.

Each Cara brand benefits from:

• Lower Costs:

• Cara has focused and will continue to focus on expense reduction for all central and restaurant-level
expense categories, by using its scale, relationships and management discipline:

• Strategic Sourcing: strategically source all supplies and services, including food products and
beverages, to negotiate the best possible prices for its restaurants;

• Real Estate: negotiate lease terms that are more competitive than what could be negotiated by
a franchisee independently by acting as head leasee for franchised locations;

• Other Operating Costs: focus on other expense items such as labour, utilities, repairs, supplies
and information technology;

• Construction and Renovation: negotiate construction contracts and oversee renovation
projects to reduce costs and minimize construction and renovation time;

• Bank Financing: obtain lower-cost operating and capital financing with banks through
Cara-negotiated national franchisee financing programs;

• Marketing: provide consolidated marketing services to Cara’s brands, including the purchase
of blocks of advertising on television, radio, digital and in print, enabling it to generate more
media impressions per marketing dollar spent.

• Strategic Partnerships and Initiatives:

• Cara’s strategic partnerships and initiatives include:

• SCENE:

• Cara recently entered into a non-binding letter of intent to become SCENE’s exclusive
restaurant partner;

• SCENE is one of Canada’s fastest growing loyalty programs with approximately 6.3 million
members;

• with more than 20% of Cara’s restaurants within one kilometer and 61% within five
kilometers of a Cineplex Entertainment movie theatre, management believes this program
will add significant value to its brands; and
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• Cara’s customers will be able to earn and redeem SCENE points at 8 of its brands for food
and beverage purchases.

• Ultimate Dining Card�:

• Cara’s proprietary multi-brand gift card program;

• gift card sales growth was 6.1% for the November 2014 year-to-date period over the same
period in 2013;

• following an expansion of the gift card program from five to nine brands (covering all
brands except The Landing Group), Cara experienced a 16.9% growth in gift card sales for
December 2014 over the same period in 2013; and

• accounted for $89 million of sales in Fiscal 2014.

• Information Technology and Innovation:

• Cara provides both restaurant-level technology systems (point of sale, back office systems, payment
processing, and security) and a centralized data centre and help desk for maximizing system up-time
and performance.

• Cara has industry-leading off-premises order and delivery support infrastructure, consisting of a call
centre and online and mobile ordering technologies currently being used by Swiss Chalet.

• Know-How and Operational Discipline:

• Cara’s senior management team, with its extensive retail and restaurant knowledge and experience,
is responsible for strategic direction and operational support for Cara’s brands and restaurants;

• Cara’s brands share information and best practices gained from experience across Cara’s portfolio;

• Cara provides centralized training, audit and review processes to ensure quality control and
consistency across restaurants;

• highly-trained front-line associates are fundamental to providing a high quality guest experience
as these individuals represent both the particular restaurant and the brand to each guest; and

• Cara provides tools and resources for managing labour and monitoring performance;

• management believes there is the potential for restaurant labour savings of approximately 1.8%
of corporate restaurant sales from improved scheduling practices once recently-introduced
scheduling platforms are fully implemented.

Significant Opportunities for Growth

Management believes that having a multiple-brand strategy allows Cara to reach different industry
segments and customers to drive growth. Cara is committed to owning sizeable restaurant concepts that have the
potential to achieve minimum annual system sales of $150 to $200 million. Cara will seek to grow its brand
portfolio, whether organically or through acquisitions.

Management believes that, over the next five to seven years, an opportunity exists to drive annual SRS
Growth between 2.5% and 4%, grow System Sales to between $2.5 billion and $3.0 billion from $1.7 billion in
Fiscal 2014 and increase Operating EBITDA Margin on System Sales from 4.9% in Fiscal 2014 to between 7%
and 8%, through the strategies and initiatives described below. See ‘‘Management’s Discussion of Financial
Condition and Results of Operations — Outlook’’, ‘‘Forward-Looking Information’’ and ‘‘Risk Factors —
Forward-Looking Information’’.
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Drive SRS Growth

Management believes that Cara can drive SRS Growth with the following strategies and resources:

• Management: A proven and disciplined management team focused on the execution of Cara’s multiple
brand strategy;

• Menu: Offer compelling menus of ‘‘craveable’’ food items including appetizers, sides and mains and a
variety of beverage choices;

• Customer Service: Gather and implement feedback on guest experience so that front line associates are
self-aware and have an ability to continually improve customer service;

• Atmosphere: Keep restaurant concepts up-to-date with brand-appropriate atmosphere for guests;

• Marketing: Effective marketing programs with a ‘‘win-the-week’’ sales mindset and the making of
strategic ‘‘over-investments’’ in marketing above and beyond the brands’ marketing funds to drive
increased traffic;

• Strategic Partnerships: Leverage and pursue strategic partnerships to drive customer traffic, such as the
relationships with SCENE, which management believes will, over time, add significant value to its brands
without any additional significant investment required by Cara; and

• Off-Premise Service: Leverage the existing Swiss Chalet off-premise infrastructure for Cara’s other
brands, including online and mobile ordering and in-house call centre;

• expanded off-premise service is currently being planned for East Side Mario’s and Montana’s, which
offer a menu and price point ideally situated for off-premise growth; and

• in Fiscal 2014, 43% of Swiss Chalet’s sales were derived from off-premise service compared to only
4% of East Side Mario’s sales and 2% of Montana’s sales, representing a significant opportunity for
the Company.

Add New Franchise and Corporate Locations

Cara’s management believes the opportunity exists to significantly expand Cara’s restaurant network in
Canada. Management believes that it will be able to grow its network by approximately 14 net new restaurants in
2015 and will target growth of 30 to 50 net new restaurants per year thereafter. New restaurant openings will
consist of both corporate and franchised restaurants, both in new markets where Cara’s restaurants currently do
not exist and from the infill of new restaurants in existing, well-developed markets. Management expects that
new restaurants for Bier Markt, the Landing Group and selected Milestones will be corporate restaurants.

Cara’s network growth will be primarily driven by the addition of franchised restaurants. For example,
management believes there is significant opportunity for Swiss Chalet, Harvey’s and Montana’s to expand their
franchise network into Western Canada, where those brands are currently under-represented. In addition to
regional expansion, the Company plans to identify new location opportunities for its Swiss Chalet/Harvey’s
combination restaurant concept. Management believes that the Swiss Chalet brand, including Swiss
Chalet/Harvey’s combination restaurants, have the potential to reach $1 billion in annual System Sales. Growth
of the East Side Mario’s, Kelsey’s and Prime Pubs brands will also be primarily through the development of
franchised restaurants.

Cara will seek to own and operate corporate restaurants that have higher sales volumes and greater capital
requirements, such as those under the Bier Markt and The Landing Group brands. Management expects that
Milestones will continue to be a mix of franchised and corporate locations. Management expects to selectively
open new corporate restaurants with a targeted annual contribution margin from new corporate restaurants of
approximately 10% to 15%. As a result, Cara expects its total corporate contribution margin to steadily increase
over the next five to seven years.

39



Further Improve Network Health and Profitability

Cara’s scale and centralized restaurant support infrastructure will allow it to continue to reduce operating
expenses for its corporate and franchised locations. A significant portion of restaurant expenses are fixed in
nature, and accordingly, SRS Growth will also improve operating margins. This will in turn improve the
investment return for franchisees and thereby facilitate franchisee recruitment. New profitable locations will be
added to the network and unprofitable ones closed upon expiry of their lease terms. As the network expands,
System Sales will grow and contribution to the marketing fund will increase, which should in turn drive more
SRS Growth.

As network health and profitability improve and System Sales grow, management believes that Cara will:
(i) reduce the need for franchisee subsidy support, which, combined with the end of certain contractual
subsidies, will increase the effective royalty recovery rate closer to the 5.0% standard royalty rate as compared to
the current recovery rate of approximately 3.7%, (ii) increase contribution from corporate restaurants from
approximately 3.7%, as of December 30, 2014, to between 10% to 15% within five to seven years and (iii) earn
additional royalty income and volume rebates and allowances.

Pursue Acquisitions / New Concepts

Following Closing, Cara will have a stronger balance sheet and significant financial flexibility to pursue
strategic acquisitions. The Canadian Restaurant Industry is highly fragmented with the top five restaurant
operators accounting for approximately 29% of total sales and the top 200 restaurant chains accounting for
approximately 60% of total sales in 2013 (according to the Technomic Report). Management believes this
fragmentation will continue to create consolidation opportunities in the industry. Management will pursue new
concepts and acquisitions of brands that complement Cara’s existing brands, are appropriately valued and
provide an opportunity to realize additional synergies. For example, in December 2014, Cara acquired a 55%
interest in The Landing Group, which added a premium restaurant concept that will be expanded across
Canada, along with experienced management whose know-how will be leveraged across other Cara brands.
Management will also consider: (i) the establishment of dedicated regional offices or brand acquisitions to
support the further expansion of Cara’s brands into Quebec, (ii) selective limited-service restaurant concepts,
and (iii) establishing a presence in the ‘‘fast casual’’ segment. The development and launch of new concepts may
provide additional opportunities for growth.

New Retail Licensing Opportunities

Cara currently licences a limited number of its products, such as Swiss Chalet Dipping Sauce mix, which are
sold through select grocery stores and retail outlets including Sobeys, Wal-Mart and Loblaws. Cara believes
there are numerous other opportunities to leverage its iconic brands into more grocery offerings without
competing with the core menu items offered through its restaurant network.

Operating Leverage on Sales Growth

Cara’s centralized brand support infrastructure is highly scalable making revenue growth achievable with
limited additional overhead costs required. Due to the existing support infrastructure, management expects
Operating EBITDA to grow at a faster rate than System Sales.

Strategic Long-Term Shareholder

Fairfax is a leading Canadian financial services holding company with an outstanding track record of being a
committed partner. Fairfax’s corporate objective is to build long-term shareholder value by achieving a high rate
of compound growth in book value per share over the long term. Over the past 29 years (up to December 31,
2014), Fairfax has grown its book value per share and share price by a CAGR of 21.1% and 19.8%, respectively.
Fairfax has a successful history in the Canadian consumer and retail sectors, having made investments in
renowned Canadian brands including Prime, Keg Restaurants Ltd., Sporting Life and The Brick. Management
believes that Fairfax is viewed by the Canadian restaurant industry as a ‘‘must-call’’ for market participants
initiating a restaurant sales process and is therefore well positioned to identify acquisition opportunities.
Consistent with acquiring its interest in Cara and combining it with Prime, Fairfax believes that there are further
opportunities to realize increased value in the Canadian restaurant industry driven by consolidation, sharing of
best practices and an improved focus on operational excellence.
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CARA’S OPERATIONS

Marketing Excellence

Cara has completed a comprehensive overhaul of its marketing strategy and expenditures. As successfully
implemented by Mr. Gregson at both The Brick and Forzani, Cara instilled a ‘‘win-the-week’’ sales culture,
introduced accountability by measuring sales performance each week and implemented tactical marketing to
generate more impact per marketing dollar spent. Cara provides consolidated marketing services to its brands,
including the purchase of blocks of advertising on radio, television and print to leverage Cara’s scale, resulting in
more impressions for each marketing dollar allocated to media.

Each Cara brand has a dedicated marketing team which focuses on brand positioning, pricing, promotions
and advertising. Marketing initiatives are primarily financed by each brand’s marketing fund. Each corporate
and franchise location provides a percentage of its gross sales to the relevant brands’ marketing fund. The largest
portion of the marketing expenditures is spent on regional and national media advertising (television, radio,
digital and print) as the most efficient and effective method for brand building by communicating a consistent
and regular message to the maximum number of people possible. Each brand also manages local area
advertising campaigns that combines social media, community engagement and public relations to increase local
brand awareness. In addition to contributing to the brand marketing fund, a franchisee is required to make
expenditures on local advertising and promotion of the restaurant.

Cara has entered into a non-binding letter of intent for a strategic partnership to become SCENE’s
exclusive restaurant partner. SCENE is the first and only entertainment rewards program in Canada — points
earned on Scotiabank SCENE card transactions and purchases at Cineplex Entertainment theatres can be
redeemed towards Cineplex Entertainment movie tickets, concessions and more. The SCENE program has
approximately 6.3 million members, making it one of Canada’s fastest growing loyalty programs. Pursuant to the
Cara-SCENE letter of intent, Cara’s customers will be able to earn and redeem SCENE points at eight of its
brands for food purchases. Cara will have the ability to offer bonus point promotions concurrent with major
movie releases at Cineplex Entertainment theatres. With more than 20% of Cara’s restaurants located within
one kilometer and 61% within five kilometers of a Cineplex Entertainment movie theatre, management believes
that the program will add significant value to Cara’s customers and to its brands over time, without any
additional significant investment required by Cara. Cara’s restaurant exclusivity with SCENE is for a five year
term with five year renewal at Cara’s option, with pricing to be mutually agreed, and Cara has an ability to add
brands to its restaurant exclusivity as the Company develops new brands organically or by way of acquisition.

The ‘‘Ultimate Dining Card’’, Cara’s proprietary multi-brand gift card program, offers consumers great
variety and choice as it is redeemable in all of Cara’s brands excluding The Landing Group. Gift cards are widely
available for sale, including in Cara restaurants, through third party retailers who sell gift cards, through Cara’s
corporate sales group and on-line, making the ‘‘Ultimate Dining Card’’ one of the top selling gift cards in
Canada. The gift card program had approximately $89 million in sales in Fiscal 2014.

Strategic Sourcing

Cara sources food products, beverages and other supplies and services for the benefit of both franchised
and corporate restaurants across all brands but Cara does not itself sell or supply products to individual
restaurants in its network. Cara is able to use its scale and relationships with suppliers and distributors to
negotiate beneficial prices for Cara network restaurants that cannot generally be obtained if the restaurants
were to purchase the items independently. Restaurants then directly order and purchase menu specific products
from the Cara designated vendors based on their restaurant’s requirements. Cara’s franchisees benefit from the
favourable pricing made available through these supply arrangements and Cara earns volume rebates and
allowances through these programs.

There are typically multiple supplier or distributor choices for the supplies and services used by Cara’s
restaurants. Cara’s supply arrangements use multi-sourcing rather than single-sourcing supply contracts where
appropriate for certain products and services. Management believes that Cara is not dependent on any one
supplier for its key products and services.
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Cara also sources and negotiates vendor contracts (service level terms and prices) for other expense
categories to provide corporate and franchise restaurants with low-cost options and programs to reduce
operating and overhead costs, including occupancy costs, restaurant maintenance and repair contracts,
communication and information technology costs, insurance, credit card processing, employee benefits, and
bank financing costs.

Restaurant Development

Cara leads in the development of new restaurants for each of its brands by, among other things:
(i) identifying suitable franchisee candidates based on experience, commitment and financial capacity;
(ii) identifying, securing and managing the acquisition of targeted sites for franchised and corporate restaurants;
(iii) negotiating competitive lease terms on behalf of franchisees that are better than the franchisee can obtain
independently by taking advantage of Cara’s scale; and (iv) overseeing design, construction and renovation of
corporate restaurants and setting standards of design, development, construction and renovation for franchised
locations. Cara has strong relationships with the major landlords and real estate developers across Canada and
has access to key real estate demographic analytics to ensure that new restaurants are placed in the right
locations. Cara has a franchise sales team consisting of 6 people who are responsible for marketing Cara’s
brands to potential franchisees.

As part of Cara’s standardized approach to restaurants, the Company has designs for prototypical
restaurants across all brands, which enables new restaurants to be developed quickly and efficiently and allows
the Company to rebrand a restaurant location, if necessary, to satisfy local market demands. Cara also maintains
flexibility to convert existing third party restaurants by re-branding them as one of Cara’s brands, and adapting
Cara’s standardized design to the restaurant premises. By converting an existing restaurant, Cara is able to
reduce the capital requirements associated with a new location and take advantage of local market opportunities
where either an exceptional real estate opportunity exists or it may not be practical to develop a greenfield
location.

Management believes that it will be able to grow its network by approximately 14 net new openings, (30 to
40 openings net of 15 to 25 closures) in 2015 and is targeting growth of 30 to 50 net new restaurants per year
thereafter. Cara currently has deposits from 36 qualified franchisee candidates that are awaiting a suitable
restaurant, totaling $1.47 million. Cara maintains a disciplined approach to growth including targeting
appropriate occupancy costs and return on franchisees’ investments. The timeline for development of a new
restaurant generally ranges from 12 to 18 months, during which time lease commitments are executed and the
design and construction process is implemented.

Information Technology

Cara has made significant investments in both restaurant level technology systems and a centralized data
centre. For all Cara brands, the restaurant level systems provide a common (i) point of sale (‘‘POS’’) system with
a complete and current brand menu, price list and promotional offers for entering customer orders, recording
sales and generating payment receipts, (ii) restaurant back-office system to manage labour and food cost,
(iii) payment processing systems including ‘‘pay-at-the-table’’ devices and ‘‘pay-at-the-door’’ systems for off-site
payment processing, (iv) high level security to protect customer data and transactions from third party intrusion
risk and (v) high speed and back-up communication systems to minimize downtime at each restaurant. The POS
system provides detailed sales activity reports to Cara and restaurant managers (including franchisees) in regular
intervals, including sales details for individual menu items by restaurant. The POS system allows Cara to
centrally manage menu offerings including menu changes and promotions, so network-wide menu changes can
be quickly implemented for new items and limited time offers. The restaurant back office system includes
workforce management, which provides a tool for managing labour costs in half hour increments by matching
labour requirements to predicted guest counts, and Food Cost & Inventory management modules to help
restaurant managers and chefs manage food cost and inventory quantities through detailed comparisons of
standard recipe costs to actual costs. Management believes that these information technology initiatives and
features allow Cara to enhance sales processing, menu updates and operating margins for its franchised and
corporate restaurants.
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Cara’s data centre provides a centralized network to optimize Cara’s restaurant-level systems, to manage
and control the storage and retrieval of all restaurant transactions and to manage Cara’s ‘‘high speed and high
availability’’ network. In addition to managing the Cara communications network and restaurant applications,
Cara’s data centre team provides 22 x 7 help desk support so franchisees and restaurant managers have technical
support at all hours restaurant staff are working. Management believes that Cara’s information technology
systems, applications and support provides franchisees with market leading tools to maximize sales and
operating margins.

Franchise Operations

Cara protects its interests by entering into franchise agreements with franchisees, providing significant
training, support and oversight of franchisee operations with the expectation that franchisees are operating in a
manner consistent with the Company’s values and standards.

The majority of Cara’s franchisees own a single restaurant. Cara’s 10 largest franchisees owned an
aggregate of 81 restaurants, representing approximately 10% of Cara’s franchised restaurants as of
December 30, 2014. The largest multi-unit franchisee for all Cara brands operates 11 units, consisting of
Montana’s and Kelsey’s locations. Historically, there has been a high rate of renewal of Cara’s franchise
agreements resulting in minimal turnover.

Overview of Franchise Agreements

Franchisees enter into comprehensive franchise agreements with the Company. Franchise agreements
typically grant the franchisee a right to operate a restaurant under a specific Cara brand and at a particular
location. The agreement also grants the franchisee a licence to use the specific system (including restaurant
designs, menus, recipes, etc.) and marks relating to the brand. A franchisee will typically have exclusivity within a
particular agreed-upon territory, subject to a number of exceptions. Franchise territories are based on defined
areas for each brand, subject to adjustment having regard for a variety of factors, including the proximity of
other system restaurants, physical barriers (rivers and highways), population density and traffic patterns. A
typical franchise agreement provides for a term of 10 years with an option to renew for an additional term of
10 years, which may be less depending on the term of the head lease relating to the location.

Franchisees pay an initial franchise fee to Cara upon execution of a franchise agreement and pay a renewal
fee in the event the term is renewed. Franchisees pay a royalty fee to Cara that is typically a fixed percentage of
gross sales. Franchisees acknowledge in their franchise agreement that Cara may, in the normal course of
business, negotiate and retain rebates, volume discounts, concessions, allowances or similar benefits from
suppliers or manufacturers of goods and services. Each franchisee also contributes to the specific brand’s
advertising or marketing fund which is managed by Cara. The required advertising or marketing fund
contribution is typically a fixed percentage of gross sales and is paid at the same time as the required royalty fee.
Franchisees are also required to make minimum expenditures for local restaurant marketing activities, which are
in addition to contributions to the specific brand’s advertising or marketing fund.

Franchise agreements allow Cara to assume the operations of a franchised restaurant, including the related
obligations of franchisees, in the event of a default by the franchisee. In the last three years, Cara assumed the
operations of less than four percent of the Company’s franchised locations.

Illustrative franchise agreement terms for a new restaurant are set out in the table below.

Investment Start-up Capital Initial Royalty Fee Marketing Fee
Term Required Required Franchise Fee (% Gross Sales) (% Gross Sales)

Harvey’s: 10 years + 10 year $500,000 - 30 - 40% $25,000 5% 4%
renewal option $750,000 equity

Cara’s Full-Service 10 years + 10 year $850,000 - 30 - 50% $35,000 - 5%(1) 2 - 4%
Restaurants renewal option $3.0 million equity $75,000
(all other Cara brands):

(1) Certain Milestones are subject to a 6% royalty fee. Royalty fees and/or the effective royalty recovery rate may be lower than 5% as
referred to below.
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In certain cases, Cara collects reduced royalty rates from franchisees due to (i) temporary reductions to
assist less-profitable franchises and (ii) contractual support that was offered to certain franchisees in return for
purchasing corporate-owned restaurants (115 as of December 30, 2014 compared to 132 as of December 31,
2013). Cara’s contractual subsidy support has staggered maturities.

Selection

Cara’s franchise selection process identifies franchisee candidates based on a number of criteria, including
experience in the restaurant business, demonstrated commitment and financial capacity. Once selected, a
franchisee is matched to a restaurant (existing, or yet-to-be developed) based on the desired geographic area of
the franchisee and available site locations. Typically, site locations are sourced and leases are negotiated by Cara,
with Cara generally acting as the head lessee and subleasing the premises to the franchisee. Cara provides
oversight for new units to ensure the franchisee builds and renovates in accordance with Cara’s approved
architectural drawings and construction plans for the particular restaurant.

Training and Operating Support

Franchisees undergo a rigorous training program of between eight and 12 weeks (depending on the brand)
prior to the opening of a new restaurant. The detailed, practical training program provides for extensive
in-restaurant and hands-on training. The program covers all aspects of operating a restaurant, from the technical
details of each position to the big picture of managing the entire business and leading the restaurant team. Each
brand maintains operational manuals covering all aspects of their operations, including food handling and
product preparation, service, safety and quality standards, equipment maintenance, facility standards and
accounting procedures.

Cara provides franchisees with start-up assistance following the opening of a new restaurant, and continues
to provide advice and guidance with respect to planning, opening and operation of the restaurant, including with
respect to the following:

• purchasing, stocking, preparation, display and service of products;

• selection criteria for hiring and training of employees;

• formulation and implementation of promotional programs;

• establishment and maintenance of administrative, bookkeeping, accounting, inventory control and
general operating procedures; and

• improvements to the brand’s system, including new product and service development.

Cara may also provide training, retraining, refresher courses, seminars or management and franchisee
meetings. Cara also monitors ongoing operations through regional operation managers who periodically visit
each restaurant to assist franchisees.

Customer Experience

Cara focuses extensively on operational excellence to ensure that guests are satisfied each and every time
they dine at one of the Company’s restaurants and are excited to come back. The Company offers a compelling
dining experience across all of its brands by providing great food, attentive service and unique ambiance at
competitive prices. Cara consistently works to improve its customer experience and value offering at both the
corporate and franchise level. The Company’s quality control standards are of utmost importance and help
ensure consistent quality of product at both the brand and individual restaurant level.

Quality control procedures are both internal and external. Internal quality controls include: (i) significant
franchisee and associate training; (ii) comprehensive support systems, including regional operational managers
and Cara’s shared services infrastructure; (iii) continuous restaurant support audit process by Cara’s internal
audit department, which focuses on both operating standards and financial controls; (iv) associate health and
safety education and programs; and (v) loss prevention programs.

Third party controls are brand specific and can include: (i) a mystery shopper program conducted by an
independent third party, pursuant to which mystery shoppers review restaurants on a regular basis; (ii) a
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customer feedback program operated by Cara and a third party to encourage feedback from customers, thereby
allowing Cara to monitor customer satisfaction at Cara branded restaurants in order to ensure a perfect guest
experience; and (iii) food safety and operational audits completed by independent third party audit firms.

Intellectual Property

Cara owns several key brand names, logos, slogans and products in connection with the Company’s
operations, including the trademarks for the Cara corporate name and design, the name and principal design for
Swiss Chalet, Harvey’s, Montana’s, Kelsey’s, Milestones, Prime Pubs (including Fionn MacCool’s, D’Arcy
McGee’s, Paddy Flaherty’s and Tir nan Óg), the Bier Markt, Casey’s and East Side Mario’s. The Company has
also trademarked certain of its well-known promotions and slogans, such as The Festive Special (Swiss Chalet),
Always So Good For So Little (Swiss Chalet) and It’s a Beautiful Thing (Harvey’s). The Company also has rights
in other names, logos, slogans and intellectual property used in connection with its restaurant operations, such as
restaurant and menu design. These key brand identifiers strengthen the recognition of Cara’s brands and Cara’s
ability to increase future sales by maintaining brand consistency and customer goodwill among the Company’s
target markets. From time to time, the Company takes action against other parties that it believes are
misappropriating Cara’s intellectual property. The Company’s policy is to protect and defend vigorously its
intellectual property rights in order to preserve the value of its brands.

Properties

There are Cara-branded restaurants located in each of the provinces of Canada. The majority of the
locations are leased, with a typical term of 10 years with a 10 year renewal option. Cara typically acts as the head
lessee for franchised locations. Cara’s lease portfolio is not materially concentrated with any one landlord.

Employees

Cara employed over 4,700 people at the head office and at corporate owned restaurants as of December 30,
2014, a significant portion were part-time hourly employees working at its corporate restaurants. There are four
collective agreements covering employees at approximately 55 franchised Cara-branded restaurants. In 2014,
Cara became the owner of one of the franchised restaurants covered by a collective agreement. Management
believes that the Company has good relationships with its employees.

Seasonality

Cara’s restaurants experience seasonal fluctuations, which are inherent in the restaurant industry in
Canada. Seasonal factors such as better weather, which allows Cara’s restaurants to open their patios and which
generally encourages customers to get out of their homes, commonly drive an increase in revenue in the spring
and summer months compared to the winter period. During the winter period, while the take-out and delivery
business generally sustains revenue for the Swiss Chalet brand, in-restaurant dining at all of the brands generally
experiences reduced patronage.

Government Regulation

Cara’s operations are subject to various federal, provincial and local laws affecting its business, including
licensing and regulation regarding liquor, health, smoking, sanitation, safety, fire, building codes and other
matters in the provinces or municipalities in which restaurants are located. Developing new limited-service
restaurant and full-service restaurant restaurants in certain locations requires licenses and land use approval,
and development could be delayed in any given circumstance by difficulties in obtaining such licenses and
approvals or by more stringent requirements of local government bodies with respect to zoning, land use
and licensing.

Food Product Regulation

Cara and its suppliers must comply with applicable federal and provincial regulations relating to the
manufacturing, preparation and labelling of food products.
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Chicken Marketing Boards

Swiss Chalet purchases its fresh chicken based on prices established provincially by various provincial
chicken marketing boards.

Regulations Governing Alcoholic Beverages

Liquor control regulations require that Cara, its subsidiaries or a Cara franchisee, as the case may be, apply
to a provincial or a municipal authority for a license or permit to sell alcoholic beverages on the premises and, in
certain locations, to provide service for extended hours and on Sundays. Licenses are subject to renewals,
typically on an annual basis, and liquor control regulators retain the right to suspend or revoke authorizations
for cause at any time. Alcoholic beverage control regulations relate to numerous aspects of daily operations of a
Cara full-service restaurant, including the minimum age of patrons and employees, service standards, hours of
operation, advertising, purchasing, inventory control, and handling, storage and dispensing of alcoholic
beverages.

Franchise Regulation

Certain provinces have enacted laws and regulations that require certain disclosure to be made with respect
to the offer, sale and renewal of franchises. These laws require that Cara furnish prospective and renewing Cara
franchisees with a disclosure document containing information prescribed by these laws.

Employment Regulations

Cara and franchisees of Cara restaurants are subject to provincial labour and employment laws that govern
their relationship with associates, such as minimum wage requirements, overtime and working conditions.

Regulations Governing Smoking

Cara restaurants are subject to various laws that prohibit or limit smoking on the premises and that impose
fines for failure to adhere to such laws.

Competition

The Canadian commercial foodservice industry is highly competitive. Competition with Cara’s brands may
come from established chains and potential new market entrants, including restaurant chains based in the
United States and other regions of Canada. Competition, in the broadest perspective, includes limited-service
restaurants and full-service restaurants, coffee shops, take-out operations, delivery operations and grocery stores
that offer home meal replacements. More specifically, each Cara brand competes within its segment (quick
service, fast casual, midscale or casual/upscale casual dining). The principal competitors to each Cara brand vary
from market to market and include independent operators, as well as regional and national chains. See
‘‘Canadian Food Service — Industry Market Participants’’.

Cara competes with other restaurants for attractive real estate sites as well as for qualified individuals as
potential franchisees. Competition for customers is based on quality, variety and value perception of the menu
items, as well as through the perception of the quality of the dining experience, including restaurant location and
quality of facilities.

CORPORATE STRUCTURE

The Company was amalgamated under the Business Corporations Act (Ontario) (‘‘OBCA’’) on
December 31, 2014. The Company’s head and registered office is located at 199 Four Valley Drive, Vaughan,
Ontario, L4K 0B8, Canada. The Company holds its interest in certain restaurants, intellectual property and
other assets through directly and indirectly owned companies, none of which exceed 10% of the consolidated
assets or consolidated revenues of the Company. 
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USE OF PROCEEDS

The estimated net proceeds of the Offering will be approximately $185.1 million, after deducting the
Company’s estimated expenses of the Offering, estimated to be $5.0 million (including $0.3 million of expenses
related to the New Credit Facility) and the Underwriters’ Fee, estimated to be $10.0 million. The Company will
use the net proceeds of the Offering to, directly or indirectly, repay indebtedness under the Company’s Existing
Credit Facility in the amount of approximately $185.1 million. Amounts currently drawn under the Existing
Credit Facility were originally used to repay notes issued by Cara in 2010. See ‘‘Description of Material
Indebtedness and Refinancing — Existing Credit Facility’’.

RECENT DEVELOPMENTS

Acquisition of The Landing Group

On December 18, 2014 (the ‘‘Landing Acquisition Date’’), the Company completed the acquisition of 55%
of the issued and outstanding common shares of 2446502 Ontario Inc. (‘‘The Landing Group’’) for a purchase
price of $18.3 million, which was settled in cash. The transaction was accounted for as a business combination,
with the Company controlling The Landing Group and consolidating 100% of their operations and recording the
non-controlling interest at fair value as at the Landing Acquisition Date. The acquisition resulted in goodwill of
$21.0 million. The Landing Group owns and operates three upscale casual restaurants in Southern Ontario. The
Company has an option to acquire the remaining 45% interest in the Landing Group based on an agreed upon
formula at any time following the four year anniversary of the acquisition. The assets and liabilities and results of
operations of The Landing Group are included in the Company’s consolidated financial statements from the
Landing Acquisition Date. See ‘‘Audited Financial Statements for the 52 week years ended December 30, 2014
and December 31, 2013 — Notes to the Consolidated Financial Statements — Note 5, Acquisitions —
Acquisition of The Landing Group’’.

Acquisition and Amalgamation of Prime Restaurants Inc.

On October 31, 2013 (the ‘‘Prime Acquisition Date’’), the Company completed the acquisition of 100% of
the issued and outstanding common shares of Prime from Fairfax and certain key executives of Prime for a
purchase price of $69.6 million. Prime was a franchisor, owner and operator of what was then a network of
approximately 150 casual dining restaurants and pubs primarily in Canada, which complemented the Company’s
existing restaurant brands. To satisfy the purchase price the Company issued 22,819,672 Class A 6% preferred
shares and 22,819,672 Class A preferred warrant certificates. As part of the transaction, the Company settled
Prime’s long-term debt of $3.9 million resulting in the total consideration paid for the acquisition of Prime being
$73.5 million. The assets and liabilities and results of operations of Prime are included in the Company’s
consolidated financial statements from the Prime Acquisition Date. See ‘‘Audited Financial Statements for the
52 week years ended December 30, 2014 and December 31, 2013 — Notes to the Consolidated Financial
Statements — Note 5, Acquisitions — Acquisition of Prime Restaurants Inc.’’.

The Company substantially completed the operational integration of the Prime business before determining
to legally integrate the business through an amalgamation on December 30, 2014 (to synchronize with its regular
year-end).

SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following selected audited historical financial information as at and for the years ended January 1, 2013
(‘‘Fiscal 2012’’), December 31, 2013 (‘‘Fiscal 2013’’), and December 30, 2014 (‘‘Fiscal 2014’’) has been derived
from the Company’s consolidated financial statements, in each case prepared in accordance with IFRS and
included elsewhere in this prospectus. Cara’s fiscal year ends on the Tuesday closest to December 31st. As a
result, the Company’s fiscal year is usually 52 weeks in duration but includes a 53rd week every five to six years.
Fiscal 2012, Fiscal 2013 and Fiscal 2014 all contained 52 weeks. The consolidated financial statements for Fiscal
2012, Fiscal 2013 and Fiscal 2014 have been audited by KPMG LLP, and their audit report on these consolidated
financial statements is included elsewhere in this prospectus.
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This prospectus makes reference to certain non-IFRS measures. These measures are not recognized
measures under IFRS, do not have a standardized meaning prescribed by IFRS. They are therefore unlikely to
be comparable to similar measures presented by other companies. Rather, these measures are provided as
additional information to complement those IFRS measures by providing further understanding of the
Company’s results of operations from management’s perspective. Accordingly, they should not be considered in
isolation nor as a substitute for analysis of the Company’s financial information reported under IFRS. The
Company uses non-IFRS measures including ‘‘System Sales’’, ‘‘System Sales Growth’’, ‘‘Adjusted System Sales’’,
‘‘SRS Growth’’, ‘‘EBITDA’’, ‘‘Operating EBITDA’’, ‘‘Operating EBITDA Margin’’, ‘‘Operating EBITDA Margin
on System Sales’’, ‘‘Adjusted EBITDA’’, ‘‘Adjusted EBITDA Margin’’ and ‘‘Adjusted Net Earnings’’ to provide
investors with supplemental measures of its operating performance and thus highlight trends in its core business
that may not otherwise be apparent when relying solely on IFRS financial measures. The Company also believes
that securities analysts, investors and other interested parties frequently use non-IFRS measures in the
evaluation of issuers. The Company’s management also uses non-IFRS measures in order to facilitate operating
performance comparisons from period to period, prepare annual operating budgets and to determine
components of management compensation.

Prospective investors should review this information in conjunction with the consolidated financial
statements including the notes thereto as well as ‘‘Non-IFRS Measures’’, ‘‘Management’s Discussion and
Analysis’’, ‘‘Use of Proceeds’’, ‘‘Consolidated Capitalization’’, ‘‘Description of Material Indebtedness’’ and
‘‘Description of Share Capital’’ included elsewhere in this prospectus.

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited) (audited)

Cara’s Consolidated Statements of Earnings (Loss):
System sales from continuing operations (unaudited) . . . . . . . . . . . . . . $1,696.0 $1,371.9 $1,309.9

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 205.1 $ 194.8 $ 273.3
Franchise revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 71.8 $ 74.3 $ 77.2
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.0 $ 1.5 $ 0.0

Total gross revenue from continuing operations . . . . . . . . . . . . . . . . . . $ 281.8 $ 270.6 $ 350.4
Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (59.4) $ (56.3) $ (78.0)
Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . $ (162.7) $ (172.6) $ (233.9)
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.5) $ (1.5) $ 0.0
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . $ (4.9) $ (2.7) $ (9.3)
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (6.6) $ (14.2) $ (7.0)
Other charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.0 $ (21.5) $ (10.4)

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43.8 $ 1.8 $ 11.8
Finance costs

Net interest expense and other financing charges . . . . . . . . . . . . . . . $ (33.4) $ (44.0) $ (32.8)
Gain (loss) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.5) $ (0.0) $ 0.3

Earnings (loss) from continuing operations before income taxes . . . . . . $ 9.9 $ (42.3) $ (20.7)
Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.5) $ 0.0 $ 0.5

Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . $ 5.4 $ (42.2) $ (20.2)
Discontinued operations — net of income taxes . . . . . . . . . . . . . . . . $ 0.1 $ 0.3 $ (0.4)

Net earnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.4 $ (42.0) $ (20.6)
Net earnings (loss) attributable to

Shareholders of the Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.6 $ (41.6) $ (20.4)
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.2) $ (0.3) $ (0.3)
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(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited) (audited)

Cara’s Selected Consolidated Balance Sheet Data (at period end):
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3.8 $ 1.6 $ 1.6
Working capital balance(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (41.5) $ (16.3) $ (25.2)
Long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 50.2 $ 69.4 $ 74.5
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 86.6 $ 76.4 $ 102.9
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 387.8 $ 367.8 $ 329.0
Gift card liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 49.5 $ 43.1 $ 39.5
Total debt(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 278.4 $ 297.1 $ 338.4
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 135.5 $ 126.3 $ 0.0
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 62.4 $ 76.8 $ 80.1
Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 625.9 $ 620.2 $ 547.1
Total Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(238.0) $(252.3) $(218.0)

Cara’s Selected Consolidated Statements of Cash Flows Data:
Cash from (used in)

Operating activities of continuing operations . . . . . . . . . . . . . . . . . . $ 88.5 $ 41.6 $ 50.9
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (38.3) $ (14.2) $ (8.3)
Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (47.8) $ (25.1) $ (35.5)

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013

(unaudited) (unaudited)

Cara’s Other Financial and Operating Metrics:
System Sales:

Corporate segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 195.4 $ 185.0
Franchise segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,500.6 $1,177.1
Central segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.0 $ 9.8

Total System Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,696.0 $1,371.9
SRS Growth:

Corporate segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.2% (0.4)%
Franchise segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.9% 0.6%
Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.6% 0.5%

Unit count:
Corporate segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91 77
Franchise segment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 746 756

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 837 833

Cara’s Other Financial and Operating Metrics:
Corporate results:

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 195.4 $ 185.0
Restaurant-level expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (188.1) $ (187.2)

Total contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.3 $ (2.2)
Total contribution as a % of corporate sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.7% (1.2)%

Franchise results:
Franchise royalty income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 66.1 $ 53.4
Franchise rent assistance and bad debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (10.8) $ (11.7)

Contribution from franchise restaurants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55.3 $ 41.7
Contribution as a % of franchise sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.7% 3.5%

Central segment:
Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.6 $ 9.8
New franchise fees and equipment rent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3.9 $ 4.6
Net central contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.4 $ (6.0)

Total Central Contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20.9 $ 8.4
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(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited)

Reconciliation of net earnings (loss) from continuing operations to
Operating EBITDA and Adjusted EBITDA:
Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . $ 5.4 $(42.2) $(20.2)
Net interest expense and other financing charges . . . . . . . . . . . . . . . . . $ 33.4 $ 44.0 $ 32.8
Loss (gain) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.5 $ 0.0 $ (0.3)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.5 $ (0.0) $ (0.5)
Depreciation of property, plant and equipment . . . . . . . . . . . . . . . . . . $ 17.4 $ 23.7 $ 31.6
Amortization of other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.5 $ 0.3 $ 0.1
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.9 $ 2.7 $ 9.3
Losses on early buyout/cancellation of equipment rental contracts(3) . . . $ 4.4 $ 1.8 $ 0.5
Restructuring(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.6 $ 14.2 $ 7.0
Conversion fees(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1.8) $(16.3) $(22.8)
Net (gain) / loss on disposal of property, plant and equipment . . . . . . . $ (0.3) $ 18.6 $ 7.3
Stock based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.1 $ (0.9) $ 0.5
Change in onerous contract provision . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.8) $ 1.6 $ 2.4
Lease costs and tenant inducement amortization . . . . . . . . . . . . . . . . . $ 0.7 $ 0.4 $ (0.3)

Operating EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 83.6 $ 47.9 $ 47.4
Adjustment for full-year contribution from The Landing Group(6) . . . . . $ 3.9
Reduction in management bonus(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.4

Adjusted EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 89.9

Reconciliation of net earnings attributable to shareholders of the
Company pro forma for The Landing Group to Adjusted Net Earnings:
Net earnings attributable to shareholders of the Company pro forma

for The Landing Group(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.7
Adjustments:
Loss (gain) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.5
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.9
Losses on early buyout/cancellation of equipment rental contracts(3) . . . $ 4.4
Restructuring(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.6
Conversion fees(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1.8)
Net (gain) / loss on disposal of property, plant and equipment . . . . . . . $ (0.3)
Stock based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.1
Change in onerous contract provision . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.8)
Reduction in management bonus(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.4
Interest savings from debt repayment(8) . . . . . . . . . . . . . . . . . . . . . . . . $ 28.7

Adjustments before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 50.8
Income taxes on deductible adjustments(9) . . . . . . . . . . . . . . . . . . . . . . $(11.7)
Elimination of Part VI.1 taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.4
Elimination of unrecognized income tax benefit(10) . . . . . . . . . . . . . . . . $ (4.3)

Adjusted Net Earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45.9

Adjusted Net Earnings per share (in dollars)(11)

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.96
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.90

(1) Calculated as the sum of accounts receivable, inventories and prepaid expenses and other assets less accounts payable and accrued
liabilities.

(2) Calculated as the sum of bank indebtedness, current portion of long-term debt and long-term debt.

(3) Non-cash expenses related to the early termination of equipment rental contracts that were entered into by Cara and franchisees as
part of conversion of corporate restaurants to franchised locations.
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(4) Restructuring expenses incurred in Fiscal 2014, 2013 and 2012 related primarily to severance costs.

(5) One-time income generated by conversion of corporate to franchised locations.

(6) Adjusted to reflect the acquisition of The Landing Group as if it had occurred on January 1, 2014. On December 18, 2014, the
Company completed the acquisition of 55% of the issued and outstanding common shares of The Landing Group for a purchase price
of $18.3 million, which was settled in cash. The Landing Group contributed total gross revenue of $0.6 million, Operating EBITDA of
$0.1 million and net earnings of $0.1 million from the acquisition date to December 30, 2014. If the acquisition had occurred on
January 1, 2014, management believes The Landing Group would have contributed total gross revenue of $18.5 million, Operating
EBITDA of $4.0 million and net earnings of $2.1 million, based on unaudited financial information for The Landing Group for the
52 week period ended December 31, 2014.

(7) Adjustment represents the difference between the management bonus for Fiscal 2014 and the anticipated management bonus for
Fiscal 2015, which is expected to be lower.

(8) Pro forma for the Offering and the associated use of proceeds contemplated herein, based on $200.1 million of gross proceeds from
the Offering, $10.0 million of Underwriters’ commission and $5.0 million of other expenses (which includes $0.3 million related to the
New Credit Facility), as well as the Pre-Closing Capital Changes, as if these transactions had occurred on January 1, 2014. See ‘‘Use of
Proceeds’’, ‘‘Consolidated Capitalization’’ and ‘‘Description of Share Capital’’.

(9) Assumes a tax rate of 26.3% for all adjustments, excluding $6.1 million of stock based compensation expense, which is a non-
deductible amount.

(10) Historically, the Company has been in a net loss position. As a result of the turnaround of the business, the Company now expects to
generate positive net earnings and, as a result, will recognize previously unrecognized income tax assets and no longer record an
unrecognized income tax benefit.

(11) Pro forma for the Offering as well as the Pre-Closing Capital Changes, as if these transactions had occurred on January 1, 2014. See
‘‘Description of Share Capital’’.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following Management’s Discussion and Analysis (‘‘MD&A’’) for Cara Operations Limited (‘‘Cara’’ or
the ‘‘Company’’) provides information concerning the Company’s financial condition and results of operations.
This MD&A should be read in conjunction with the Consolidated Financial Statements. Some of the
information contained in this MD&A contains forward-looking statements that involve risks and uncertainties.
See ‘‘Forward-Looking Statements’’ and ‘‘Risk Factors’’ for a discussion of the uncertainties, risks and
assumptions associated with these statements. Actual results may differ materially from those indicated or
underlying forward-looking statements as a result of various factors, including those described in ‘‘Risk Factors’’
and elsewhere in this MD&A.

Basis of Presentation

The Consolidated Financial Statements of the Company have been prepared in accordance with IFRS and
all amounts presented are in Canadian dollars unless otherwise indicated.

This MD&A is based on the Company’s Consolidated Financial Statements for the 52 week periods ended
January 1, 2013 (‘‘Fiscal 2012’’), December 31, 2013 (‘‘Fiscal 2013’’), and December 30, 2014 (‘‘Fiscal 2014’’).
Cara’s fiscal year ends on the Tuesday closest to December 31st. As a result, the Company’s fiscal year is usually
52 weeks in duration but includes a 53rd week every five to six years.

On December 18, 2014 (the ‘‘The Landing Group Acquisition Date’’), Cara completed the acquisition of
55% of the issued and outstanding common shares and gained a controlling interest in The Landing Group. The
Landing Group owns and operates three upscale casual restaurants in Southern Ontario. On October 31, 2013
(the ‘‘Prime Acquisition Date’’), Cara completed the acquisition of 100% of the issued and outstanding common
shares of Prime. Prime, which was amalgamated with Cara on December 30, 2014, franchised, owned and
operated a network of approximately 150 casual dining restaurants and pubs primarily in Canada under the East
Side Mario’s, Casey’s, Prime Pubs and Bier Markt brands. The assets, liabilities and results of operations of both
The Landing Group and Prime are included in Cara’s consolidated financial statements as of The Landing
Group Acquisition Date and Prime Acquisition Date, respectively.

Non-IFRS Measures

This MD&A makes reference to certain non-IFRS measures. These measures are not recognized measures
under IFRS, do not have a standardized meaning prescribed by IFRS and are therefore unlikely to be
comparable to similar measures presented by other companies. Rather, these measures are provided as
additional information to complement those IFRS measures by providing further understanding of the
Company’s results of operations from management’s perspective. Accordingly, they should not be considered in
isolation nor as a substitute for analysis of the Company’s financial information reported under IFRS. The
Company uses non-IFRS measures including ‘‘System Sales’’, ‘‘SRS Growth’’, ‘‘Operating EBITDA’’ and
‘‘Operating EBITDA Margin’’ to provide investors with supplemental measures of its operating performance
and thus highlight trends in its core business that may not otherwise be apparent when relying solely on IFRS
financial measures. The Company also believes that securities analysts, investors and other interested parties
frequently use non-IFRS measures in the evaluation of issuers. The Company’s management also uses non-IFRS
measures in order to facilitate operating performance comparisons from period to period, to prepare annual
operating budgets, and to determine components of management compensation.
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Overview

Cara is Canada’s largest full-service restaurant company and third largest restaurant operator based on
2013 sales(1). As at December 30, 2014, Cara had 10 brands and 837 restaurants across Canada, 89% of which are
operated by franchisees. Cara’s restaurant network includes iconic brands that resonate with Canadians, such as
Swiss Chalet and Harvey’s.

Cara’s five largest full-service restaurant brands (Swiss Chalet, Montana’s, East Side Mario’s, Milestones
and Kelsey’s) are ranked as the 2nd, 6th, 8th, 10th and 12th full-service restaurant chains in Canada by total
Canadian sales, respectively(2). Cara’s iconic brands have established Cara as a nationally recognized franchisor
of choice. Cara’s restaurants are located across Canada with 72% of Cara’s locations based in Ontario. 

Fiscal 2014 Highlights

• Total System Sales grew 23.6% to $1,696.0 million

• Achieved SRS Growth of 2.6% in Fiscal 2014, helped by SRS Growth of 4.8% in the fourth quarter

• Net earnings increased to $5.4 million in Fiscal 2014 from a net loss position of $42.0 million in
Fiscal 2013, an increase of $47.4 million

• Operating EBITDA increased 74.4% to $83.6 million in Fiscal 2014 from $47.9 million in Fiscal 2013

• The integration of Prime into Cara was substantially completed and Cara’s overall cost structure was
right-sized

• In December 2014, Cara acquired a 55% controlling interest in The Landing Group which, if the
acquisition had occurred on January 1, 2014, would have generated an estimated $18.5 million in annual
sales and $4.0 million of EBITDA in Fiscal 2014

Factors Affecting Our Results of Operations

SRS Growth

SRS Growth is a metric used in the restaurant industry to compare sales earned in established locations
over a certain period of time, such as a fiscal quarter, for the current period and the same period in the previous
year. SRS Growth helps explain what portion of sales growth can be attributed to growth in established locations
and what portion can be attributed to the opening of net new restaurants. Cara calculates SRS Growth as the
percentage increase or decrease in sales of restaurants open for at least 24 complete fiscal periods relative to the
same period in the prior year. Cara’s SRS Growth results exclude its United States operations which are
comprised of four restaurants.

SRS Growth is primarily driven by changes in the number of guest transactions and changes in average
transaction size. Cara’s SRS Growth results are principally impacted by both its operations and marketing
efforts. Cara’s SRS Growth results are also impacted by external factors, particularly macro-economic
developments that affect discretionary consumer spending in Canada.

Atypical weather conditions over a prolonged period of time can adversely affect Cara’s business. During
the summer months, unseasonably cool or rainy weather can negatively impact the patio business that exists in
five of Cara’s 10 brands. During the winter months, unusually heavy snowfalls, ice storms, or other extreme
weather conditions can make it difficult for Cara’s customers to access its restaurants which, in turn, negatively
impacts sales and profitability.

(1) Based on the sales figures from the Technomic Report, not the System Sales of the Company and the Company’s franchisees.

(2) Based on the 2014 Technomic Top 200 Canadian Chain Restaurant Report
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Competition

The Canadian Restaurant Industry has been, and continues to be, intensely competitive. While guests’
tastes and expectations have evolved over the years, many of the factors impacting their dining decisions remain
the same: quality, value, service, and convenience. Cara competes with a range of competitors including large
national and regional restaurant chains and local independent restaurant operators. While independent
restaurants continue to have a significant share in the restaurant industry, Cara’s management believes larger
restaurant operators (like Cara) will continue to offer competitive advantages compared to their independent
counterparts. These advantages include lower food costs through greater purchasing power, the ability to
generate sales through more efficient advertising dollars, stronger selection of sites and a long history and
expertise in real estate negotiations.

New Restaurant Openings

The opening and success of new restaurants is dependent on a number of factors, including: availability of
suitable sites; negotiation of acceptable lease terms for new locations; attracting qualified franchisees with
suitable financing; availability, training and retention of management and other employees necessary to operate
new corporate restaurants; and other factors, some of which are beyond Cara’s control.

Total Gross Revenue from Continuing Operations

Total gross revenue from continuing operations represents sales from corporate restaurants, franchise
revenues (including royalty fees net of agreed subsidies, new franchise fees, equipment rental income and
corporate to franchise conversion fees), fees generated from Cara’s off-premise call centre business,
development revenue, and revenue related to the resale of chicken quota.

Sales

Sales represent food and beverage sales through Cara’s corporate restaurants, revenues generated from
Cara’s off-premise call centre business and revenues related to the resale of chicken quota.

Corporate restaurant sales are impacted by SRS Growth and net new restaurant activity, as described
above.

Revenue from Cara’s call centre business represents fees generated from delivery, call-ahead and web and
mobile-based meal orders principally associated with Swiss Chalet customers. The call centre business receives
fees from restaurants to recover administrative costs associated with processing guest orders. Call centre
revenues are impacted by the volume of guest orders as well as by the mix of fee types charged on the orders
received (i.e. higher fees are received on phone orders compared to mobile-web orders).

Cara applies for chicken quota from the Canadian government based on the amount of chicken products
Cara’s system of restaurants purchases. Revenue from chicken quota represents revenue that Cara earns from
the resale of chicken quota. The quota granted by the government is resold to importers and/or producers of
chicken products. The amount of chicken quota granted from the government varies from year to year and
revenues from the resale of quota to producers will fluctuate based on market demand.

Franchise Revenues

Franchise revenues represent royalty fees charged to franchisees as a percentage of restaurant sales (net of
contractual subsidies and temporary assistance to certain franchisees), new franchise fees, equipment rental
income and corporate to franchise conversion fees. Cara grants franchise agreements to independent operators
(‘‘franchisees’’) for new locations. Cara also renews franchise agreements in situations where a previous
franchise agreement has expired and needs to be extended. As part of these franchise agreements, franchisees
pay new franchise and/or renewal fees and, in the case of converting established locations from corporate to
franchise, conversion fees. New franchise fees and conversion fees, if applicable, are collected at the time the
franchise agreement is entered into. Renewal fees are collected at the time of renewal.
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The primary factors impacting franchise revenues are SRS Growth results and net new restaurant activity,
as described above, as well as the rate of royalty fees (net of contractual subsidies and temporary assistance) paid
to Cara by its franchisees. In certain circumstances, the royalty rate paid to Cara can be less than Cara’s standard
5.0% royalty rate due to historical contractual subsidies primarily associated with conversions or agreements to
temporarily assist certain franchisees. With the majority of contractual subsidies scheduled to end at prescribed
dates, management believes the effective royalty recovery rate will gradually increase over time.

Management does not intend to convert a significant number of corporate restaurants going forward but
will strive to have the optimal mix of corporate and franchise stores in order to maximize profitability.

Cost of Inventories Sold

Cost of inventories sold represents the net cost of food, beverage and other inventories sold at Cara’s
corporate restaurants. Cost of inventories sold is impacted by the number of corporate restaurants, fluctuations
in the volume of inventories sold, food prices and Cara’s ability to manage input costs at the restaurant level.
Cara manages input costs through various cost monitoring programs and through the negotiation of favourable
contracts on behalf of its corporate and franchise restaurant network.

Selling, General and Administrative (‘‘SG&A’’) Expenses

SG&A expenses represent direct corporate restaurant costs such as labour, other direct corporate
restaurant operating costs (e.g. supplies, utilities, net rent, net marketing, property taxes), overhead costs,
franchisee rent assistance and bad debts, central overhead costs, lease costs and tenant inducement
amortization, losses on early buyout / cancellation of equipment rental agreements and depreciation and
amortization on other assets. These charges are primarily offset by vendor purchase allowances.

Direct corporate labor costs and other direct corporate restaurant operating and overhead costs are
impacted by the number of restaurants, minimum wage increases and the Company’s ability to manage input
costs through its various cost monitoring programs. Central overhead costs are impacted by general inflation,
market conditions for attracting and retaining key personnel and management’s ability to control discretionary
costs. Franchisee rent assistance and bad debts are impacted by franchisee sales and overall franchisee
profitability. Purchase allowances are impacted by the volume of purchases, inflation and fluctuations in the
price of negotiated products and services. Losses on early buyout/cancellation of equipment rental contracts,
recognition of lease cost and tenant inducement, and depreciation and amortization represent non-cash
expenses generally related to prior conversion transactions.

Development Revenue and Expenses

Development revenues and expenses relate to the construction of restaurants on franchisees’ behalf. For
certain new restaurants, the Company builds the franchise location, incurs the associated development costs and
subsequently bill the franchisee for those costs. Management intends to recover the development expenses from
franchisees. The number of restaurant projects undertaken and cost overruns impact development revenues and
expenses. Prior to the acquisition by Cara, Prime undertook activities to construct restaurants on behalf of
franchisees. After 2015, the Company does not intend to construct restaurants on behalf of franchisees and
should no longer incur development revenue and development expenses.

Impairment of Assets, Net of Reversals

Impairment of assets, net of reversals represents the write-down of long-term franchise receivables,
property, plant and equipment of cash generating units (‘‘CGUs’’) and restaurant brands where management
concludes that the recoverable amount for the particular asset is less than the carrying amount. At each
reporting period end, management reviews the net carrying value of assets for potential impairment and or
reversal of previously recorded impairment where permitted. Long-term franchise receivables are reviewed for
impairment when a defined franchisee triggering event has occurred. Property, plant and equipment of CGU’s is
reviewed for impairment when a triggering event has occurred. If the net carrying value amount of the
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restaurant location exceeds its recoverable amount, impairment will be recorded. The recoverable amount is
defined as the greater of the CGU’s fair value less costs to sell (‘‘FVLCS’’) and its value in use (‘‘VIU’’) as
determined by a discounted cash flow model. Impairments on property, plant and equipment may be reversed in
subsequent periods if the recoverable amount exceeds its net carrying value. Restaurant brands are reviewed for
impairment testing as part of a group of CGU’s based on the ‘‘Relief from Royalty Method’’, which is a
discounted cash flow model.

Restructuring

Restructuring expenses relate to management decisions concerning permanent home office staff reductions
and brand reorganization.

Other Charges

Other charges are losses that relate to the initial recognition of sales-type leases associated with certain
conversion transactions. Cara converted certain corporate restaurants to franchise locations and, as part of these
conversions, many franchisees entered into rental agreements to rent the restaurant assets from Cara. If the
term of a rental agreement was such that the franchisee will utilize the assets for the majority of their useful life,
or the rental payments received over the term of the rental agreement will reimburse Cara for the assets, the
agreement is accounted for as a finance lease and can result in a charge against Cara’s income if the book value
of the assets is greater than the future rental payment stream. Management does not intend to enter into sales
type leases with franchisees going forward.

Finance Costs

Finance costs are derived from Cara’s financing activities which include the Existing Credit Facility,
Subordinated Debentures, and Class A and Class B Preferred Shares. Finance costs also include non-cash
accretion expense related to the Subordinated Debentures, Class A and Class B Preferred Shares,
mark-to-market adjustments on an interest rate derivative and amortization of financing fees. The Company’s
Subordinated Debentures, Class A Preferred Shares and Class B Preferred Shares also contain a
payment-in-kind option which, at the discretion of the Company, can reduce cash interest paid.

Income Taxes

Cara’s earnings are subject to both federal and provincial income taxes. Cara has income tax losses available
to offset taxable earnings and therefore does not pay significant cash income taxes on operational earnings but
does have taxes payable in respect of payments relating to its Class A and Class B Preferred Shares. According
to Canadian income tax legislation, any dividends paid in respect of these preferred shares are subject to a
special tax (Part VI.1 taxes) at a rate of 40% and are recorded as current tax expense. These taxes are eligible for
an income tax deduction equal to 3.5 times the amount of the Part VI.1 taxes paid. For financial accounting
purposes, these dividends are presented as finance costs.

Cara records deferred tax expense (recovery) in respect of realizable temporary differences. The Company
does not recognize a deferred tax asset for temporary differences or loss carry forwards where management does
not believe that it is probable these will reverse in the foreseeable future. 
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Selected Annual Financial Information

The following table summarizes the results of Cara’s operations for Fiscal 2014, Fiscal 2013 and Fiscal 2012:

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited) (audited)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 205.1 $ 194.8 $ 273.3
Franchise revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 71.8 $ 74.3 $ 77.2
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.0 $ 1.5 $ 0.0

Total gross revenue from continuing operations . . . . . . . . . . . . . . . . . . . $ 281.8 $ 270.6 $ 350.4

Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (59.4) $ (56.3) $ (78.0)
Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . . $(162.7) $(172.6) $(233.9)
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.5) $ (1.5) $ 0.0
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . $ (4.9) $ (2.7) $ (9.3)
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (6.6) $ (14.2) $ (7.0)
Other charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.0 $ (21.5) $ (10.4)

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43.8 $ 1.8 $ 11.8

Finance costs:
Net interest expense and other financing charges . . . . . . . . . . . . . . . . $ (33.4) $ (44.0) $ (32.8)
Gain (loss) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.5) $ (0.0) $ 0.3

Earnings (loss) from continuing operations before income taxes . . . . . . $ 9.9 $ (42.3) $ (20.7)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.5) $ 0.0 $ 0.5

Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . . $ 5.4 $ (42.2) $ (20.2)
Discontinued operations — net of income taxes . . . . . . . . . . . . . . . . . $ 0.1 $ 0.3 $ (0.4)

Net earnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.4 $ (42.0) $ (20.6)

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 387.8 $ 367.8 $ 329.0
Non-current financial liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 396.2 $ 399.6 $ 328.5
Dividends

Common shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 0.21 $ 0.22
Cash Dividend on Class A Preferred Share Liabilities . . . . . . . . . . . . . $ 0.09 — —
Cash Dividend on Class B Preferred Share Liabilities . . . . . . . . . . . . . $ 0.15 — —

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(unaudited) (unaudited) (unaudited)

Reconciliation of net earnings (loss) from continuing operations to
EBITDA:
Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . $ 5.4 $(42.2) $(20.2)
Net interest expense and other financing charges . . . . . . . . . . . . . . . . $33.4 $ 44.0 $ 32.8
Loss (gain) on derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.5 $ 0.0 $ (0.3)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.5 $ (0.0) $ (0.5)
Depreciation of property, plant and equipment . . . . . . . . . . . . . . . . . . $17.4 $ 23.7 $ 31.6
Amortization of other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.5 $ 0.3 $ 0.1
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . $ 4.9 $ 2.7 $ 9.3
EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $68.6 $ 28.5 $ 52.8

Reconciliation of EBITDA to Operating EBITDA:
Losses on early buyout/cancellation of equipment rental contracts . . . . $ 4.4 $ 1.8 $ 0.5
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.6 $ 14.2 $ 7.0
Conversion fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1.8) $(16.3) $(22.8)
Net (gain) / loss on disposal of property, plant and equipment . . . . . . $ (0.3) $ 18.6 $ 7.3
Stock based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.1 $ (0.9) $ 0.5
Change in onerous contract provision . . . . . . . . . . . . . . . . . . . . . . . . $ (0.8) $ 1.6 $ 2.4
Lease costs and tenant inducement amortization . . . . . . . . . . . . . . . . $ 0.7 $ 0.4 $ (0.3)

Operating EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $83.6 $ 47.9 $ 47.4
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System Sales, SRS Growth, Unit Count and Operating EBITDA

The following table summarizes Cara’s System Sales Growth, SRS Growth, number of restaurants,
Operating EBITDA and Operating EBITDA Margin for Fiscal 2014, Fiscal 2013 and Fiscal 2012:

($ millions unless otherwise stated)(1) Fiscal 2014 Fiscal 2013 Fiscal 2012

(unaudited) (unaudited) (unaudited)

System sales from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . $1,696.0 $1,371.9 $1,309.9
Total System Sales growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.6% 4.7% 0.1%
SRS Growth(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.6% 0.5%(1) (1.4)%
Number of restaurants (at period end) . . . . . . . . . . . . . . . . . . . . . . . . . 837 833 709
Operating EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $83.6 $47.9 $47.4
Operating EBITDA Margin(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.7% 17.7% 13.5%
Operating EBITDA Margin on System Sales . . . . . . . . . . . . . . . . . . . . . 4.9% 3.5% 3.6%

(1) Results from four restaurants in the United States are included in System Sales totals but excluded from SRS Growth and number of
restaurants.

(2) SRS Growth for Fiscal 2013 includes Prime from the Acquisition Date.

(3) Defined as Operating EBITDA divided by total gross revenue from continuing operations.

See ‘‘Non-IFRS Measures’’ for definitions of System Sales, SRS Growth across all brands, Operating
EBITDA, Operating EBITDA Margin and Operating EBITDA Margin on System Sales.

SRS Growth

The following chart summarizes Cara’s quarterly SRS Growth from January 2, 2012 to December 30, 2014:
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SRS Growth represents same restaurant sales growth for all franchised and corporate restaurants in Cara’s network. See ‘‘Non-IFRS
Measures’’ for a description of how Cara calculates SRS growth. SRS Growth for individual brands may be higher or lower than SRS Growth
for all restaurants combined, and in some cases, SRS Growth, for individual brands, may be negative.
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Fiscal 2014 Compared to Fiscal 2013

System sales from continuing operations

System sales from continuing operations were $1,696.0 million for Fiscal 2014 compared to $1,371.9 for
Fiscal 2013, representing an increase of $324.1 million or 23.6%. This increase was primarily the result of the
full-year impact of Prime restaurants as well as SRS Growth of 2.6%. SRS Growth was 4.8% in the fourth
quarter of Fiscal 2014 compared to SRS Growth of (0.2)% in the fourth quarter of Fiscal 2013.

Total gross revenue from continuing operations

Total gross revenue from continuing operations was $281.8 million for Fiscal 2014 compared to $270.6 for
Fiscal 2013, representing an increase of $11.2 million or 4.1%. The increase in gross revenues from continuing
operations was primarily the result of the full-year results of Prime and SRS Growth of 2.6%.

Sales

Sales represents food and beverage sales from Cara’s corporate restaurants and revenues generated from
Cara’s off-premise call centre business. Sales were $205.1 million in Fiscal 2014 compared to $194.8 million in
Fiscal 2013, representing an increase of $10.2 million or 5.3%. The increase was primarily the result of the
contribution from Prime restaurants, which added $44.0 million of sales in Fiscal 2014 compared to $5.2 million
in Fiscal 2013. Corporate segment SRS growth of 0.2% and call centre revenues also contributed to an increase
in year-over-year Sales. Call centre revenues increased to $9.1 million in Fiscal 2014 from $8.5 million in
Fiscal 2013 as a result of growth in Swiss Chalet’s off-premise business. During Fiscal 2014, Cara had 10 net
restaurant take-backs (from franchise to corporate) including four Milestones locations, three Harvey’s
locations, one Swiss Chalet location, one East Side Mario’s location and one Prime Pub. The net 10 take-backs
contributed positively to corporate restaurant sales in Fiscal 2014 however the sales increases were more than
offset by the impact of net 28 corporate to franchise conversions that took place largely in the second half of
Fiscal 2013. Fiscal 2014 corporate restaurant sales were also negatively impacted by 19 corporate closures in
Fiscal 2013, 10 of which were related to Kelsey’s restructuring.

Franchise revenues

Franchise revenues were $71.8 million in Fiscal 2014 compared to $74.3 million in Fiscal 2013, a decrease of
$2.6 million or 3.4%. The decrease was primarily related to a reduction in conversion fees to $1.8 million in
Fiscal 2014 from $16.3 million in Fiscal 2013 as a result of a decrease in the number of conversions in
Fiscal 2014. The decrease was partially offset by the contribution of 133 franchise-operated Prime restaurants,
which contributed $11.1 million in Fiscal 2014 compared to $1.7 million in Fiscal 2013 for the period post Cara’s
acquisition of Prime, as well as Franchise segment SRS Growth of 2.9%

Expenses from continuing operations

Cost of inventories sold

Cost of inventories sold was $59.4 million for Fiscal 2014 compared to $56.3 million for Fiscal 2013,
representing an increase of $3.1 million or 5.5%. The increase was primarily due to the impact from Prime’s
11 corporate restaurants, the addition of net 10 restaurant take-backs, and increased beef and poultry
commodity costs. The commodity cost increases were partially offset by menu pricing that was taken across
all brands.

Selling, general and administrative expenses

SG&A expenses were $162.7 million for Fiscal 2014 compared to $172.6 million for Fiscal 2013,
representing a reduction of $9.9 million or 5.7%. The decrease was the result of significant savings realized from
a reduction in central costs from restructuring head-office staffing and other net overhead costs partially offset
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by increased direct restaurant labour and other direct restaurant costs due to the impact of Prime’s 11 corporate
restaurants.

Impairment of assets, net of reversals

Impairment of assets, net of reversals, was $4.9 million for Fiscal 2014 compared to $2.7 million for
Fiscal 2013. The Fiscal 2014 impairment was primarily due to $6.6 million in impairment related to a strategic
decision to move forward, over the coming years, with only one Roadhouse concept among the Cara brands.
This impairment was offset by the net reversal of previously recorded property, plant and equipment
impairments of $1.9 million relating to certain CGU’s.

Restructuring

Restructuring expense was $6.6 million for Fiscal 2014 compared to $14.2 million for Fiscal 2013.

During Fiscal 2013, management approved a plan to close 16 Kelsey’s restaurants, 16 of which were closed
by December 31, 2013. Additionally, during Fiscal 2014 and the prior two fiscal years, management made
decisions to permanently reduce staff. The majority of the Fiscal 2013 and 2014 staff restructurings related to the
Prime integration with Cara.

During Fiscal 2014, management determined that Kelsey’s would be the sole Roadhouse concept among the
Cara brands. Management is having individual discussions with each Casey’s franchisee about the strategy for
the Casey’s concept going forward. While Cara continues to reiterate its commitment to honour all of its
obligations as franchisor, some options being considered with Casey’s franchisees include: (i) convert to a
Kelsey’s; (ii) convert to another Cara brand; (iii) de-identify at the end of the current franchise term (assuming
lease term remains); (iv) continue to operate as a Casey’s pursuant to a new arrangement, or (v) other options
that may apply on a case by case basis.

Net interest expense and other financing charges

Net interest expense and other financing charges were $33.4 million for Fiscal 2014 compared to
$44.0 million for Fiscal 2013, representing a decrease of $10.6 million or 24.1%. The decrease was primarily the
result of the Fiscal 2013 $4.6 million early redemption fee on the December 1, 2013 redemption of Cara’s senior
secured second lien notes as well as the associated Fiscal 2014 interest expense savings from the 2013
refinancing. These savings were offset by additional interest from drawings under the Existing Credit Facility and
dividends on the Class A and Class B Preferred Shares issued as part of the refinancing transaction with Fairfax
and the Prime acquisition. In 2015, Management expects the net interest expense to be significantly reduced
following the Offering and use of proceeds contemplated herein.

Other charges

Other charges relate to the initial set up of sales-type leases associated with certain conversion transactions.
In Fiscal 2014, other charges were $nil as Cara did not enter into any conversion transactions involving new
equipment leases. In Fiscal 2013, other charges related to new sales type lease transactions were $21.5 million.
Management does not intend to enter into any such agreements for the foreseeable future.

(Provision for) recovery of income taxes

In Fiscal 2014, the Company recorded an income tax expense of $4.5 million as compared to a recovery of
$0.02 million in Fiscal 2013. The increase primarily relates to the tax on dividends paid in respect of the Class A
and Class B Preferred Shares.

The Company has $70.7 million in income tax losses available to offset future taxable earnings. These losses
expire between the years 2018 and 2034. Deferred tax assets have only been recognized in respect of
$20.6 million of losses. Deferred tax assets have not been recognized in respect of $50.1 million of losses.
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Net earnings (loss)

Net earnings were $5.4 million for Fiscal 2014 compared to a net loss of $42.0 million for Fiscal 2013,
representing an improvement of $47.4 million. The increase in net earnings was mainly attributed to improved
restaurant performance, significant decreases in central operating and overhead costs, reduction in interest
expenses and other financing charges, the contribution from Prime restaurants, a $21.5 million reduction in
losses on finance leases, $7.7 million less in restructuring charges, and $2.2 million less in impairment charges.

Operating EBITDA

Operating EBITDA was $83.6 million for Fiscal 2014 compared to $47.9 million for Fiscal 2013,
representing an increase of $35.7 million or 74.4%. The increase was primarily the result of the contribution of
Prime restaurants, improved performance of Cara’s legacy brands and significant decreases in central operating
and overhead costs from restructuring head-office staffing and other overhead costs.

Segment Performance

Prior to Fiscal 2014, Cara’s business was presented as one consolidated business segment. At the beginning
of Fiscal 2014, Cara introduced segmented reporting to reflect the manner in which its business is being
managed. Cara divided its operations into the following three business segments: corporate restaurants,
franchise restaurants, and central operations.

The Corporate restaurant segment includes:

• Sales: sales generated from the direct sale of prepared food and beverages to customers by Cara
operated corporate restaurants

• Cost of inventory sold and cost of labour: net cost of food and beverages sold at corporate restaurant
locations as well as direct restaurant-level labour costs

• Other operating costs: corporate restaurant-level operating costs such as supplies, utilities, maintenance,
occupancy costs and marketing expenses

• Total contribution from corporate restaurants: the direct profitability of corporate restaurant locations
measured as sales less cost of inventory sold and cost of labour and other operating costs, before the
allocation of any brand or corporate overhead expenses

• Total contribution from corporate restaurants margin %: Total contribution from corporate restaurants
divided by sales

The Franchise restaurant segment includes:

• Franchise royalty income: royalty fees charged to franchisees as a percentage of restaurant sales (net of
agreed subsidies). In certain circumstances, the royalty rate paid to Cara can be less than Cara’s standard
5.0% royalty rate due to (i) historical contractual agreements that included subsidies primarily associated
with conversions and (ii) agreements to temporarily assist certain franchisees with a lower royalty rate

• Franchise rent assistance and bad debt: temporary costs incurred by Cara to subsidize franchise
operations including franchisee location rent as well as bad debts related to doubtful collection of
franchise payments

• Total contribution from franchise restaurants: Cara’s direct profitability from franchise-operated
restaurants before allocation of any brand or corporate overhead expenses

• Total contribution from franchise restaurants margin %: Total contribution from franchise restaurants
divided by franchise sales
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The Central Operations segment includes:

• Sales: fees generated from the off-premise business orders processed for restaurants

• New franchise fees and equipment rent: income generated from the lease of certain equipment to
franchisees as well as the receipt of franchise and renewal fees

• Net central contribution: brand, central and corporate overhead costs offset by purchasing allowances
received from vendors and amounts received on the retail licensing of Cara products

For purposes of the discussion on segmented results of operations for Fiscal 2014 compared to Fiscal 2013,
Fiscal 2013 figures have been presented and regrouped according to the new segment classifications.

Fiscal 2014 compared to Fiscal 2013 by segment

Since the beginning of Fiscal 2012 to the end of Fiscal 2014, Cara converted a net 30 corporate restaurants
to franchise-operated locations. Consequently, corporate restaurant sales, cost of inventory and cost of labour,
and other operating costs have shown a reduction, in absolute terms, as these amounts are now earned and
incurred by franchisees (rather than Cara) and not reflected in the Company’s corporate restaurant results.

The following table presents the changes in Cara’s restaurant unit count for Fiscal 2014 and Fiscal 2013:

Fiscal 2014 Fiscal 2013

Unit count (unaudited) Corporate Franchise Total Corporate Franchise Total

Beginning of year(1) . . . . . . . . . . . . . . . . 77 756 833 112 597 709
Acquisitions(2) . . . . . . . . . . . . . . . . . . . 3 0 3 11 133 144
New openings . . . . . . . . . . . . . . . . . . . 5 20 25 1 23 24
Closings . . . . . . . . . . . . . . . . . . . . . . . (4) (20) (24) (19) (25) (44)
Net conversions(3) . . . . . . . . . . . . . . . . 10 (10) 0 (28) 28 0

End of year . . . . . . . . . . . . . . . . . . . . . . 91 746 837 77 756 833

(1) Unit count excludes Prime locations located in the United States.

(2) Unit counts include Prime and The Landing Group information, starting from their respective Acquisition Dates.

(3) ‘‘Net conversions’’ refers to the conversion of a corporate location to a franchise location (or vice-versa, as applicable).
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The following table presents the financial performance of Cara’s business segments for Fiscal 2014 and
Fiscal 2013:

For 52 week period ended December 30, For 52 week period ended December 31,
2014 2013

($ thousands unless otherwise stated) Corporate Franchise Central Total Corporate Franchise Central Total

System sales from continuing
operations (unaudited)(1) . . . . . . . . $ 195,424 $1,500,616 $ — $1,696,040 $ 184,991 $1,177,114 $ 9,838 $1,371,943

Corporate results
Sales . . . . . . . . . . . . . . . . . . . . $ 195,424 $ — $ 9,649 $ 205,073 $ 184,991 $ — $ 9,838 $ 194,829
Cost of inventory sold and cost of

labour(2) . . . . . . . . . . . . . . . . . (134,289) — — (134,289) (134,344) — — (134,344)

Restaurant contribution before other
costs . . . . . . . . . . . . . . . . . . . 61,135 — 9,649 70,784 50,647 — 9,838 60,485

Restaurant contribution before other
costs % . . . . . . . . . . . . . . . . . 31.3% 27.4%

Other operating costs . . . . . . . . . . . (53,820) — — (53,820) (52,888) — — (52,888)

Total contribution . . . . . . . . . . . . 7,315 — 9,649 16,964 (2,241) — 9,838 7,597
Total contribution as a % of corporate

sales . . . . . . . . . . . . . . . . . . . 3.7% (1.2)%
Franchise results

Franchise royalty income . . . . . . . . — 66,126 — 66,126 — 53,372 — 53,372
Franchise royalty income as a % of

franchise sales . . . . . . . . . . . . . 4.4%(3) 4.5%(3)

New franchise fees and equipment
rent . . . . . . . . . . . . . . . . . . . . — — 3,851 3,851 — — 4,613 4,613

Franchise rent assistance and bad
debt . . . . . . . . . . . . . . . . . . . — (10,802) — (10,802) — (11,656) — (11,656)

Contribution from franchise
restaurants . . . . . . . . . . . . . . . — 55,324 3,851 59,175 — 41,716 4,613 46,329

Contribution as a % of franchise sales 3.7% 3.5%
Central

Net central contribution . . . . . . . . — — 7,428 7,428 — — (6,017) (6,017)

Operating EBITDA . . . . . . . . . . . . . $ 7,315 $ 55,324 $20,928 $ 83,567 $ (2,241) $ 41,716 $ 8,434 $ 47,909

(1) System sales from continuing operations represent sales from corporate and franchise restaurants. Revenues generated from Cara’s
off-premise call center business along with other revenues totaled $9.8 million in Fiscal 2013 and were classified as system sales from
continuing operations. In Fiscal 2014, these same revenue sources were no longer included in system sales from continuing operations.
These revenue sources, however, continue to be included in the Sales total for both Fiscal 2013 and Fiscal 2014.

(2) Includes cost of food and beverages sold at corporate restaurants $59.4 million and $56.3 million for Fiscal 2014 and 2013 respectively)
as well as direct restaurant-level labour costs.

(3) The royalty paid to Cara is less than the standard 5.0% due to (i) historical conversion agreements and (ii) agreements by Cara to
temporarily assist certain franchisees. As of December 30, 2014, a total of 115 restaurants were paying Cara a royalty of less than 5.0%
as previously agreed to as part of a conversion agreement. This is an improvement of 17 restaurants as compared to 132 total
restaurants as at December 31, 2013. In addition, Cara agreed to temporarily assist certain other restaurants by collecting a royalty of
less than 5.0%. As of December 30, 2014, a total of 88 restaurants were receiving temporary assistance, a decrease of 20 restaurants as
compared to 108 as at December 31, 2013.

Corporate

Corporate segment SRS Growth was 0.2% in Fiscal 2014 compared to (0.4)% in Fiscal 2013, an increase of
0.6 percentage points.

Corporate segment restaurant count was 91 at the end of Fiscal 2014 compared to 77 at the end of
Fiscal 2013, an increase of 14 locations. The increase was primarily driven by the take-back of 10 franchise
restaurants as well as the December 2014 acquisition of The Landing Group, which added 3 corporate
restaurants.
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Corporate segment sales were $195.4 million in Fiscal 2014 compared to $185.0 million in Fiscal 2013, an
increase of $10.4 million or 5.6%. The increase was the result of a higher corporate restaurant count, as
described above, as well as the contribution from 11 corporate restaurants acquired in Fiscal 2013 as part of the
Prime acquisition.

Total contribution from corporate restaurants was $7.3 million in Fiscal 2014 compared to ($2.2) million in
Fiscal 2013, an improvement of $9.6 million. The increase can be partially attributed to an increase in sales as a
result of 11 corporate restaurants acquired as part of the Prime acquisition. The Corporate segment was also
impacted by the take-back of 10 franchise locations in Fiscal 2014. Total contribution from corporate restaurants
as a percentage of corporate sales was 3.7% in Fiscal 2014 compared to (1.2%) in Fiscal 2013, an increase of
4.9 percentage points. The increase was driven by a 3.9 percentage point reduction in cost of inventory sold and
cost of labour as a percent of sales as well as a 1.0 percentage point reduction in other expenses.

Franchise

Franchise segment SRS Growth was 2.9% in Fiscal 2014 compared to 0.6% in Fiscal 2013, an increase of
2.3 percentage points.

Franchise segment restaurant count was 746 at the end of Fiscal 2014 compared to 756 at the end of
Fiscal 2013, a decrease of 10 locations. The decrease was the result the take-back of 10 franchise locations, as
described above. The closure of 20 underperforming locations upon lease expiry was fully offset by the opening
of 20 new franchise-operated locations.

Franchise segment System Sales were $1,500.6 million in Fiscal 2014 compared to $1,177.1 million in
Fiscal 2013, an increase of $323.5 million or 27.5%. The increase was the result of the contribution from
133 franchise-operated locations acquired as part of the Prime acquisition.

Total contribution from franchise restaurants was $55.3 million in Fiscal 2014 compared to $41.7 million in
Fiscal 2013, an increase of $13.6 million or 32.6%. The increase resulted from a 27.5% increase in franchise
restaurant sales as a result of the contribution from 133 franchise-operated restaurants acquired as part of the
Prime Acquisition. Total contribution from franchise restaurants as a percentage of franchise sales was 3.7% in
Fiscal 2014 compared to 3.5% in Fiscal 2013. The increase resulted from a $0.9 million reduction in franchisee
subsidies and bad debts.

Central

Total central segment sales were $9.6 million in Fiscal 2014 compared to $9.8 million in Fiscal 2013, a
decrease of $0.2 million or 2.0%. Higher off-premise fees as a result of increased off-premise Swiss Chalet sales
was offset by a reduction in other revenue related to the resale of chicken quota.

Franchise fees and equipment rent were $3.9 million in Fiscal 2014 compared to $4.6 million in Fiscal 2013,
a decrease of $0.7 million or 15.2%. The decrease was the result of buyouts and terminations of equipment
rental agreements.

Central segment contribution margin was $20.9 million in Fiscal 2014 compared to $8.4 million in
Fiscal 2013, an increase of $12.5 million or 148.1%. The increase primarily resulted from a reduction in central
costs from restructuring head-office staffing and other net overhead cost reductions.

Fiscal 2013 Compared to Fiscal 2012

System sales from continuing operations

System Sales from continuing operations were $1,371.9 million for Fiscal 2013 compared to $1,309.9 million
for Fiscal 2012, representing an increase of $62.0 million or 4.7%. This increase was primarily the result of the
Prime acquisition that closed on October 31, 2013.
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Total gross revenue from continuing operations

Total gross revenue from continuing operations decreased to $270.6 million for Fiscal 2013 compared to
$350.4 million for Fiscal 2012, representing a decrease of $79.8 million or 22.8%. This decrease was driven by a
reduction in sales as a result of 28 net conversions (from corporate to franchise ownership), corporate restaurant
closures and a decrease in conversion revenues.

Sales

Sales represents sales from Cara’s corporate restaurants and fees generated from Cara’s off-premise call
centre business. Sales were $194.8 million in Fiscal 2013 compared to $273.3 million in Fiscal 2012, representing
a decrease of $78.4 million or 28.7%. The decrease was primarily the result of 28 net conversions (from
corporate to franchise)including 15 Milestones locations, 11 Montana’s locations, one Swiss Chalet location and
one Kelsey’s location as well as Corporate segment SRS Growth of (0.4)%. Off-premise fees also increased to
$8.5 million in Fiscal 2013 from $8.2 million in Fiscal 2012 as a result of growth in Swiss Chalet’s off-premise
business.

Franchise revenues

Franchise revenues were $74.3 million in Fiscal 2013 compared to $77.2 million in Fiscal 2012, a decrease of
$2.9 million or 3.7%. The decrease was primarily related to a reduction in conversion fees to $16.3 million in
Fiscal 2013 from $22.8 million in Fiscal 2012 as a result of a decrease in the number of conversions in Fiscal 2013
partially offset by Franchise segment SRS growth of 0.6%, the opening of 23 new franchised locations and 28 net
conversions, as described above.

Expenses from continuing operations

Cost of inventories sold

Cost of inventories sold was $56.3 million for Fiscal 2013, compared to $78.0 million, representing a
reduction of $21.8 million or 27.9%. The reduction was primarily due to net conversion of 28 locations, as
described above.

Selling, general and administrative expenses

SG&A expenses were $172.6 million for Fiscal 2013 compared to $233.9 million for Fiscal 2012,
representing a reduction of $61.3 million or 26.2%. The decrease was the result of a $32.9 million reduction in
direct restaurant labour and other direct restaurant costs as well as a $10.7 million reduction in central overhead
costs and $7.9 million reduction in depreciation of property, plant and equipment. A substantial portion of the
decrease is attributable to the net conversion of 28 locations as described above, reduced headcount and lower
IT spend partially offset by overhead costs related to Prime operations.

Impairment of assets, net of reversals

Impairment of assets, net of reversals, was $2.7 million for Fiscal 2013 compared to $9.3 million for
Fiscal 2012. The decrease of $6.6 million was primarily due to impairments of property, plant and equipment of
the Milestones and Montana’s brands recorded in the prior year.

Restructuring

Restructuring expense was $14.2 million for Fiscal 2013 compared to $7.0 million for Fiscal 2012.

During Fiscal 2013, Cara approved a new restructuring plan to consolidate the home office and brand
operations of Cara and Prime. During Fiscal 2012, management also made the decision to permanently
reduce staff.
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Net interest expense and other financing charges

Net interest expense and other financing charges were $44.0 million for Fiscal 2013 compared to
$32.8 million for Fiscal 2012, representing an increase of $11.2 million or 34.2%. The increase was primarily the
result of a $1.7 million dividend on the Class A and Class B Preferred Shares, $4.6 million in expenses from the
early redemption of Cara’s senior secured second line notes and a $5.8 million increase in other financing costs.
These expenses were offset by the on-going interest expense savings related to the redemption of Cara’s senior
secured second lien notes.

Other (charges) income

Other charges are losses that relate to the initial set up of sales-type leases associated with certain
conversion transactions. Other charges were $21.5 million for Fiscal 2013 compared to $10.4 million for
Fiscal 2012, representing an increase of $11.1 million or 107.0%. The increase was primarily the result of losses
related to new sales-type equipment rental agreements as part of Cara’s Fiscal 2013 conversion agreements.

(Loss) gain on derivative

On December 1, 2013, Cara settled its $75 million interest rate derivative for $nil. As at January 1st, 2013,
this financial instrument was out of the money in the amount of $nil.

(Provision for) recovery of income taxes

For Fiscal 2013 the recovery of income taxes was $0.02 million compared to a recovery of $0.5 million for
Fiscal 2012. In Fiscal 2013, Part VI.1 tax expense of $0.4 million related to Class A and Class B Preferred Share
dividends (which are recorded and presented as finance costs in Cara’s Consolidated Financial Statements) were
offset by a deferred tax recovery of $0.5 million.

Net (loss) earnings

Net loss was $42.0 million for Fiscal 2013 compared to a net loss of $20.6 million for Fiscal 2012,
representing a reduction in earnings of $21.4 million. The increase in net loss was primarily related to the
reduction in gross revenues as a result of the closure of underperforming restaurants, a reduction in corporate
restaurant sales as a result of restaurant conversions from corporate to franchised during the year, increases in
interest expense, $4.6 million in expenses from the redemption of Cara’s senior secured second line, debt
financing fees of $5.8 million and other financing charges. These negative impacts to earnings were partially
offset by reductions in central overhead expenses.

Operating EBITDA

Operating EBITDA was $47.9 million for Fiscal 2013 compared to $47.4 million for Fiscal 2012,
representing an increase of $0.5 million or 1.0%. Operating EBITDA was positively impacted by reductions in
central overhead expenses offset by reductions in gross revenues from the closure of underperforming
restaurants.

Liquidity and Capital Resources

Overview

Cara’s principal uses of funds are for operating expenses, capital expenditures, finance costs, debt service
and dividends. Management believes that cash generated from operations, together with amounts available
under its credit facility, will be sufficient to meet its future operating expenses, capital expenditures, future debt
service costs and dividends. However, Cara’s ability to fund future debt service costs, operating expenses, capital
expenditures and dividends will depend on its future operating performance which will be affected by general
economic, financial and other factors including factors beyond its control. See ‘‘Risk Factors’’. Cara’s
management reviews acquisition and investment opportunities in the normal course of its business and may, if
suitable opportunities arise, make selected acquisitions and investments to implement Cara’s business strategy.
Historically, the funding for any such acquisitions or investments have come from cash flow from operating
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activities and/or additional debt. Similarly, from time to time, Cara’s management reviews opportunities to
dispose of non-core assets and may, if suitable opportunities arise, sell certain non-core assets.

Working Capital

Cara had a working capital deficit of ($115.9) million, ($87.2) million and ($79.5) million at the end of
Fiscal 2014, Fiscal 2013 and Fiscal 2012, respectively.

A working capital deficit is typical of restaurant operations, where the majority of sales are for cash volume
and there is rapid turnover of inventories. In general, the turnover of accounts receivable and inventories is
faster than accounts payable, resulting in negative working capital. Cara’s Ultimate Gift Card sales significantly
improve the company’s liquidity as cash is received within one to two weeks from time of sale. Gift card sales
were $89.2 million in Fiscal 2014, up from $80.7 million in Fiscal 2013, with gift card sales highest in November
and December followed by high redemptions in the January to March period.

Investment in working capital may be affected by fluctuations in the prices of food and other supply costs,
vendor terms and the seasonal nature of the business. While Cara has availability under its credit facility, it
chooses to apply available cash flow against its facility to lower financing costs, rather than to reduce its current
liabilities. Management believes it will continue to operate in a working capital deficit position as the nature of
its business is not expected to change.

Credit Facilities

Cara’s Existing Credit Facility is comprised of revolving credit in the amount of $195 million plus a
$5 million accordion feature and $85 million term credit, maturing on October 31, 2017. As at March 31, 2015,
the aggregate amount outstanding under the Existing Credit Facility was approximately $256.1 million.

Concurrent with Closing, the Company expects to enter into the New Credit Facility. The New Credit
Facility will be comprised of revolving credit of $150 million with a $50 million accordion feature, maturing in
June 2019. Immediately following Closing, it is expected that $71.0 million will be outstanding under the
New Credit Facility, providing the Company with significant financial flexibility.

Cash Flows

The following table presents Cara’s cash flows for Fiscal 2014, Fiscal 2013 and Fiscal 2012:

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

(audited) (audited) (audited)

Cash flows from operating activities of continuing operations . . . . . . . . . . $ 88.5 $ 41.6 $ 50.9
Cash flows used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . $(38.3) $(14.2) $ (8.3)
Cash flows used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . $(47.8) $(25.1) $(35.5)

Cash flows (used in) from operating activities of continuing operations

Cash flows from operating activities of continuing operations were $88.5 million for Fiscal 2014 compared
to $41.6 million for Fiscal 2013, an increase of $46.9 million. The increase was primarily the result of significantly
improved Operating EBITDA as described above as well as an increase in net change in non-cash operating
working capital. Net change in non-cash operating working capital increased to $11.6 million in Fiscal 2014 from
($22.4) million in Fiscal 2013 as a result of a $9.4 million decrease in accounts receivable and a $5.8 million
increase in accounts payable and accrued liabilities.

Cash flows from operating activities of continuing operations were $41.6 million for Fiscal 2013 compared
to $50.9 million in Fiscal 2012, a decrease of $9.3 million. The decrease was primarily the result of a $15.8
million decrease in accounts payable offset by a $4.5 million decrease in accounts receivable and a $3.3 million
decrease in inventories.
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Cash flows used in investing activities of continuing operations

The following table presents Cara’s capital expenditures for Fiscal 2014, Fiscal 2013 and Fiscal 2012:

(C$ millions unless otherwise stated) Fiscal 2014 Fiscal 2013 Fiscal 2012

Business acquisitions, net of cash assumed:
Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(17.7)(1) $ (1.0) —
Buy-backs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(10.9)(2) $ (2.1) —

Total business acquisitions, net of cash assumed . . . . . . . . . . . . . . . . . . . $(28.7) $ (3.1) $ 0.0

Purchase of property, plant and equipment:
Maintenance:

Corporate restaurants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (3.5) $ (3.9) $ (3.6)
Central/Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.1) $ (1.3) $ (1.8)
IT expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (3.6) $ (5.8) $ (6.7)

Total maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (7.2) $(11.0) $(12.2)

Growth initiatives:
Major renovations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.4) $ (1.3) $ (0.9)
New builds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(10.1) $ (5.6) $ (2.6)

Total growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(10.5) $ (6.9) $ (3.5)

Total purchase of property, plant and equipment . . . . . . . . . . . . . . . . . . . $(17.7) $(17.9) $(15.6)

Proceeds on disposal of property, plant and equipment . . . . . . . . . . . . . . $ 3.1 $ 3.2 $ 3.7

Additions to other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.1) $ (0.3) $ (0.6)

Change in long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.0 $ 3.9 $ 4.2

Total cash flows used in investing activities . . . . . . . . . . . . . . . . . . . . . . $(38.3) $(14.2) $ (8.3)

(1) Represents The Landing Group acquisition price of $18.3 million offset by $0.5 million in cash that Cara assumed upon closing.

(2) 2014 buy-backs are comprised of 4 Milestones, 3 Harvey’s, 1 Swiss Chalet, 1 East Side Mario’s and 1 Pub restaurant.

Cash flows used in investing activities were $38.3 million in Fiscal 2014 compared to $14.2 million in
Fiscal 2013, an increase of $24.1 million. The increase was primarily the result of the acquisition of The Landing
Group for a net $17.7 million and the buyback of 10 franchise locations for $10.9 million.

Cash flows used in investing activities were $14.2 million in Fiscal 2013 compared to $8.3 million in
Fiscal 2012, an increase of $5.9 million. The increase was primarily the result of the take-back of 13 franchise
locations in Fiscal 2013 and the purchase of additional restaurant equipment.

Commitments for Capital Expenditures

The Company incurs on-going capital expenditures in relation to the operation of its corporate restaurants,
maintenance and upgrades to its head office IT infrastructure, and to its call centre operations. The Company
will also invest in major renovations and new corporate store growth opportunities. Cara’s capital expenditures
are generally funded through its Existing Credit Facility.

Cash flows (used in) from financing activities

Cash flows used in financing activities were $47.8 million for Fiscal 2014, primarily consisting of
$19.9 million of cash interest expense and a $15 million amortization payment on the Company’s Existing Credit
Facility. In Fiscal 2015, Management expects the cash flows used for debt service and principal repayment to be
significantly reduced following its proposed IPO transaction and corresponding debt reduction.
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Cash flows used in financing activities were $25.1 million for Fiscal 2013, consisting of $25.5 million of cash
interest payments and $10.6 million in dividends on common shares. In addition, in Fiscal 2013, the Company
completed an acquisition and financing transaction with Fairfax and certain former Prime shareholders, through
which Cara redeemed its existing $200 million senior secured second lien notes and amended its Existing Credit
Facility. As part of these transactions, the Company issued Class A Preferred Shares with a face value of
$94.6 million and Class B Preferred Shares with a face value of $50.0 million. These Preferred Shares are
accounted for as a financial liability in Cara’s consolidated financial statements. The Company also issued
$25 million principal amount of subordinated unsecured debentures.

Contractual Obligations

Cara’s significant contractual obligations and commitments as of December 30, 2014 (except as noted
below), are shown in the following table:

Contractual Obligations (in millions of dollars)(1) 2015 2016 2017 2018 2019 Thereafter

(unaudited)

Long term debt
Existing credit facility . . . . . . . . . . . . . . . . . . . . . . . . . . $15.6 $15.5 $201.5 $0.3 — —
Subordinated debentures . . . . . . . . . . . . . . . . . . . . . . . — — — $25.6 — —

Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . $15.6 $15.5 $201.5 $25.9 — —

Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — $85.9 — $51.6
Operating leases(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19.2 $17.8 $16.3 $13.9 $12.1 $64.9
Finance leases(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2.1 $2.1 $2.1 $2.1 $2.2 $11.8

Total contractual obligations . . . . . . . . . . . . . . . . . . . . $36.9 $35.4 $219.9 $127.8 $14.3 $128.3

(1) All figures exclude trade accounts payable, bank indebtedness and pension fund obligations. Cara does not have any purchase
obligations or other obligations as of December 30, 2014.

(2) Cara has obligations for leases for corporate locations and for certain leases related to franchisees (in the event of default by
franchisees, Cara retains ultimate responsibility to the landlord for payment of amounts under those leases). For franchise operating
leases, the above figures represent Cara’s net exposure (i.e. after giving consideration to the portion of rent recovered from
franchisees).

(3) Cara has financing lease obligations for land and buildings.

Debt and Preferred Shares

Total indebtedness outstanding at December 30, 2014 was $278.4 million. The two main components of
indebtedness of that date were: the Existing Credit Facility of $231.0 million and the Subordinated Debentures
having a principal amount of $25.6 million.

On October 31, 2013, and as part of the Fairfax transaction, $25.0 million Subordinated Debentures (at par
value) were issued at a market value of $24.3 million. The Subordinated Debentures have a five year term with
no principal repayments required by the Company and pay interest at a rate of 9% per annum in cash or by
payment-in-kind. The principal amount of the Subordinated Debentures outstanding has increased by
$0.2 million from accretion and $1.1 million from payment-in-kind interest since inception.

The face value of Class A and Class B Preferred Shares outstanding at December 30, 2014 was
$151.3 million. The Class A and Class B Preferred Shares were issued on October 31, 2013 in two tranches,
Class A Preferred Shares and Class B Preferred Shares, as part of the Fairfax investment, and accounted for as a
financial liability on the Company’s Consolidated Financial Statements

Indebtedness outstanding under the Existing Credit Facility will be repaid using the proceeds of the
Offering. See ‘‘Use of Proceeds’’. The Existing Credit Facility is expected to be replaced by the New Credit
Facility on the closing of the Offering. In addition, all of the Subordinated Debentures, the Class A Preferred
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Shares and the Class B Preferred Shares are expected to be surrendered prior to closing of the Offering and
converted into common shares in conjunction with a cashless warrant exercise. See ‘‘Description of Share
Capital — Pre-Closing Capital Changes’’.

Pension deficit

The Company sponsors three pension plans, including a registered funded defined benefit pension plan,
and two supplemental unsecured arrangements providing pension benefits in excess of statutory limits. The
plans are non-contributory and these benefits are, in general, based on career average earnings subject to limits.

Defined benefit plan assets are held in trust and at December 31, 2014, were invested 100% in a balanced
fund. The accrued benefit plan obligations are determined using actuarial valuations calculated by the
Company’s actuary. The Company’s pension funding policy is to contribute amounts sufficient, at a minimum, to
meet local statutory funding requirements as recommended by the Company’s actuary plus make annual
required repayments of participant benefits for the Supplementary Retirement Plans. During 2015, the
Company does not expect to contribute any funds to the defined benefit plan based on the most recent actuarial
valuation.

A summary of the $22.7 million deficit in the plans is summarized below. Cara meets its pension obligations
by settling its obligations as they come due with cash-on-hand. The pension obligations that Cara settled were
$1.7 million and $1.8 million in Fiscal 2014 and Fiscal 2013 respectively. No new members have been added to
the plan in Fiscal 2014 and there are no plans to add members in the future. All of the existing 22 members are
former (not current) Cara employees.

Supplementary
Defined Benefit Retirement Plans

(in millions of dollars) Pension Plans (unfunded) Total

Fair value of plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10.4 $ — $ 10.4
Present value of obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14.5) (18.6) (33.1)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4.1) $(18.6) $(22.7)

Letters of credit

In addition to the above contractual obligations, Cara has outstanding letters of credit amounting to
$0.9 million as at December 30, 2014, primarily for various utility companies that provide services to the
corporate owned locations and support for certain franchisees’ external financing used to fund their initial
conversion fee payable to Cara.

Interest rate swap

Cara is party to an interest rate swap to hedge its exposure to interest rates. The swap has a $15 million
reduction in the notional amount on December 15th of each year until maturity on March 31, 2017. In
connection with Closing, Cara intends to collapse the interest swap arrangement.

Outlook

Cara believes it has significant growth opportunity ahead and is committed to building great brands and
leveraging its scale to improve profitability across all areas of its corporate and franchise business. Management
believes that, over the next five to seven years, an opportunity exists to drive annual SRS Growth between 2.5%
and 4%, grow System Sales to between $2.5 billion and $3 billion from $1.7 billion in Fiscal 2014, and increase
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Operating EBITDA Margin on System Sales from 4.9% in Fiscal 2014 to between 7% and 8%, through the
following strategies and initiatives:

• Drive SRS Growth — Management targets solid SRS Growth of between 2.5% and 4.0% per year, and
management will continue to work towards achieving this through (i) disciplined management of
corporate locations, (ii) careful attention to franchisee profitability and network health, (iii) investing
more in ‘‘every day’’ marketing to promote the Cara brands through TV, radio, digital and print media,
(iv) strategic partnerships that increase customer traffic (such as SCENE), and (v) the expansion of
off-premise services to other Cara brands (in particular East Side Mario’s and Montana’s).

• Add New Franchise and Corporate Locations — Management believes that Cara can open approximately
14 net new restaurants in 2015 and is targeting growth of 30 to 50 net new corporate and franchised
restaurants per year thereafter in new markets where Cara’s restaurants currently do not exist and by
infilling new restaurants in existing, well-developed markets.

• Further Improve Network Health and Profitability — Cara’s scale and centralized restaurant support
infrastructure will allow it to continue to reduce operating expenses for corporate and franchised
restaurants. As network health and profitability improve and System Sales grow, management believes
Cara can: (i) reduce the need for franchisee support which will increase the effective royalty rate closer to
the standard 5.0%, and (ii) increase corporate contribution to between 10% and 15%.

• Pursue Acquisitions/New Concepts — With a strong balance sheet, Cara will pursue acquisitions of brands
that complement Cara’s existing brands (such as The Landing Group acquisition in 2014). These
acquisitions will provide an opportunity to realize meaningful synergies and respond to customers’
demand for new concepts.

• Expand Retail Licensing Opportunities — Cara currently offers a limited number of branded products such
as Swiss Chalet Dipping Sauce mix, which it sells through select grocery stores and retail outlets including
Sobeys, Wal-Mart and Loblaws. Cara intends to seek other opportunities to leverage its iconic brands
without competing with the core menu items offered through its restaurant network.

• Operating Leverage — Cara’s centralized brand support infrastructure is highly scalable making revenue
growth achievable with limited additional overhead costs required. Due to the existing support
infrastructure, management expects Operating EBITDA to grow at a faster rate than System Sales.

The foregoing description of Cara’s potential growth opportunity based on management’s current
strategies, its assumptions concerning its growth outlook, and its assessment of the outlook for the business and
the Canadian Restaurant Industry as a whole, may be considered to be forward-looking information for
purposes of applicable Canadian securities legislation. Readers are cautioned that actual results may vary. See
‘‘Forward-Looking Information’’ and ‘‘Risk Factors’’ for a description of the risks and uncertainties that impact
the Company’s business and that could cause actual results to vary. For the purposes of the foregoing Outlook,
the Company has assumed an average of 40 net new restaurant openings per year starting in 2016 (the mid-point
of Cara’s target of 30 to 50 net new restaurants per year), with each new restaurant having on average annual
sales of $2 million. The foregoing Outlook also assumes the completion by the Company of one or two
acquisitions of complementary businesses, although the Company does not believe that the opportunity for
acquisitions is limited in this regard. Management considers these assumptions to be reasonable in the
circumstances, given the time period for such Outlook. However, there can be no assurance that the Company
will be able to open 40 net new restaurants per year or that the Company will be able to complete any such
acquisitions. Actual annual sales of new restaurants may vary from $2 million per restaurant.

Off Balance Sheet Arrangements

Other than the outstanding letters of credit disclosed elsewhere in this MD&A, Cara does not have any
material off-balance sheet arrangements as at Fiscal 2014 and Fiscal 2013 year-end, or subsequent to
Fiscal 2014 year-end.
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Related parties

Parent

The Company, through its voting common shares, is principally owned by Cara Holdings Limited (97%),
with the remaining ownership interest in the Company (3%) held directly or indirectly by Cara’s former
President and Chief Executive Officer. No publicly available financial statements are produced by the
Company’s principal common shareholder. During Fiscal 2014, the Company declared dividends on common
shares of $11 million. These were not paid as at December 30, 2014. During Fiscal 2013, dividends of
$10.6 million were declared and paid.

The Company’s policy is to conduct all transactions and settle all balances with related parties on market
terms and conditions. Subsidiaries of Fairfax own subordinated debentures and warrants bearing interest at 9.0%
per annum. During Fiscal 2014, the Company incurred interest expense of $2.3 million ($0.4 million for
Fiscal 2013) of which $1.1 million ($nil million for Fiscal 2013) was paid in kind and $1.2 million ($0.4 for
Fiscal 2013) in cash.

Transactions with key management personnel

Key management personnel

Key management personnel are those persons having authority and responsibility for planning, directing,
and controlling the activities of the Company and/or its subsidiary, directly or indirectly, including any external
director of the Company and/or its subsidiary. Key management personnel may also participate in the
Company’s stock-based compensation plans and the Company’s defined contribution savings plan.

Remuneration of key management personnel of the Company is comprised of the following expenses:

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Short-term employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,384 $ 3,306
Defined benefit pension plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 83
Long-term incentive plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,093 676
Termination benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68 8,886

Total compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8,545 $12,951

There were no additional related party transactions between the Company and its key management
personnel, or their related parties, including other entities over which they have control.

Post-employment benefit plans

The Company sponsors a number of defined benefit plans and its contributions to these plans were
$0.1 million in Fiscal 2014 and $0.3 million in Fiscal 2013. The Company does not receive any reimbursement of
expenses incurred by the Company to provide services to these plans. As at December 30, 2014 the defined
benefit plans had a net deficit of $22.7 million.

Significant subsidiaries

Subsidiaries are entities controlled by the Company. The financial statements of subsidiaries are included in
the consolidated financial statements. Intercompany balances and transactions are eliminated in preparing the
consolidated financial statements.

Fairfax and the Company are parties to a Shared Services and Purchasing Agreement. Under this
agreement, Fairfax is authorized to enter into negotiations on behalf of the Company (and Fairfax associated
restaurants) to source shared services and purchasing arrangements for any aspect of Cara’s operations,
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including food and beverages, information technology, payment processing, marketing and advertising or other
logistics. There were no transactions during the periods ended December 30, 2014 and December 31, 2013.

Insurance Provider

Some of Cara’s insurance policies are held by a company that is a subsidiary of Fairfax. Fairfax also holds
preferred shares and warrants as described in notes 24 and 25 of the Fiscal 2014 consolidated financial
statements. The insurance transactions are on market terms and conditions.

Subsequent Declaration of Dividends

On March 29, 2015, the Company’s Board of Directors declared a dividend of approximately $3.0 million to
the holders of all the issued voting common shares of the Company immediately prior to the Pre-Closing Capital
Changes. The Company’s Board of Directors also approved a total dividend of approximately $3.5 million
relating to Class A and Class B Preferred shares. The dividends approved by the Company’s Board of Directors
will be paid on or before the Closing Date and they are conditional on the Offering being completed.

Financial Instruments

Cara is party to an interest rate swap and in connection with Closing, Cara intends to collapse the interest
swap arrangement.

Risk Factors

In the ordinary course of business, Cara is subject to a number of financial instrument, interest rate,
commodity price, liquidity, credit, and other risks.

Financial instrument and interest rate risk

As a result of Cara’s long-term credit facility, Cara is exposed to interest rate risk which it manages through
the use of an interest rate derivative agreement with financial institutions. During Fiscal 2013, Cara settled its
$75 million interest rate derivative at maturity for $nil. No other interest rate derivative agreements were in
place as at December 31, 2013. During Fiscal 2014, Cara entered into a $150.0 million interest rate derivative to
fix the interest rate on that portion of the Company’s credit facility. The derivative matures on October 31, 2017.
As at December 30, 2014 the mark-to-market adjustment on the derivative was a loss of $0.5 million.

Commodity price risk

As a result of operating corporate restaurants, Cara is exposed to increases in commodity prices. To manage
its commodity price exposure, Cara enters into purchase arrangements for a portion of its needs for certain
consumer products that may be commodities based.

Liquidity and capital availability risk

Liquidity risk is the risk that Cara cannot meet a demand for cash or fund its obligations as they come due
and it includes the risk of not being able to liquidate assets in a timely manner at a reasonable price. Credit and
capital markets are subject to inherent global risks that may negatively affect Cara’s ability to fund its long-term
debt as it matures. Cara’s management actively monitors market conditions and mitigates its liquidity and capital
availability risks by maintaining appropriate availability under its credit facilities as well as by varying maturity
dates of long-term obligations.

Credit risk

Credit risk refers to the risk of losses as a result of Cara’s customers or counterparties failing to meet their
payment obligations. In the normal course of business, Cara is exposed to credit risk primarily from its
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franchisees. Cara performs ongoing credit evaluations of new and existing franchisees, including an assessment
of the collectability of its trade and long-term accounts receivable. No significant impaired receivables are
believed to exist that have not been provided for in Cara’s allowance for doubtful accounts as at
December 31, 2014.

Other risks

Cara’s defined benefit pension plans are exposed to actuarial risks, investment rate risk.

For an understanding of other potential risks, including non-financial risks, see ‘‘Risk Factors’’.

Accounting standards implemented in 2014

Financial instruments

In 2011, the IASB issued amendments to IFRS 7 ‘‘Financial Instruments, Disclosures’’ (‘‘IFRS 7’’) and
IAS 32, ‘‘Financial Instruments, Presentation’’ (‘‘IAS 32’’), which clarifies the requirements for offsetting
financial assets and financial liabilities along with new disclosure requirements for financial assets and liabilities
that are offset. The adoption of these amendments to IFRS 7 and IAS 32 did not have a material impact on
Cara’s consolidated financial statements.

Levies

In 2013, the International Financial Reporting Interpretations Committee issued IFRIC 21, ‘‘Levies’’
(‘‘IFRIC 21’’). IFRIC 21 addresses accounting for liability to pay a levy within the scope of IAS 37, ‘‘Provisions,
contingent liabilities and contingent assets’’. A levy is an outflow of resources embodying economic benefits that
is imposed by governments on entities in accordance with legislation, other than income taxes within the scope
of IAS 12, ‘‘Income Taxes’’ and fines or other penalties imposed for breaches of the legislation. This
interpretation became effective for annual periods beginning on or after January 1, 2014, and is to be applied
retrospectively. There was no significant impact on Cara’s consolidated financial statements as a result of the
implementation of IFRIC 21.

Other standards

In December 2013, the IASB issued narrow-scope amendments to a total of nine standards as part of its
annual improvements process (Annual Improvements to IFRSs 2010-2012 and 2011-2013 Cycles). Amendments
were made to clarify items including the definition of vesting conditions in IFRS 2 ‘‘Share-based payment’’,
accounting for contingent consideration in a business combination in IFRS 3 ‘‘Business Combinations’’,
disclosures on the aggregation of operating segments and reconciliation of the total of the reportable segments’
assets to the entity’s assets in IFRS 8 ‘‘Operating Segments’’, measurement of short-term receivables and
payables under IFRS 13 ‘‘Fair Value Measurement’’, definition of related party in IAS 24 ‘‘Related Party
Disclosures’’ and other amendments. Most amendments will apply prospectively for annual periods beginning on
or after July 1, 2014. There was no significant impact on Cara’s consolidated financial statements as a result of
the implementation of these standards.

Future accounting standards not yet adopted by the Company

Employee benefits

In November 2013, the IASB issued narrow-scope amendments to IAS 19, ‘‘Employee Benefits’’
(‘‘IAS 19’’), entitled Defined Benefit Plans: Employee Contributions (Amendments to IAS 19). The
amendments apply to certain contributions from employees or third parties to defined benefit plans. The
amendments apply retrospectively for annual periods beginning on or after July 1, 2014. The extent of the
impact of the adoption of the amendments to IAS 19 has not yet been determined.
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Business Combinations

In May 2014, the IASB issued amendments to IFRS 11, ‘‘Joint Arrangements’’ (‘‘IFRS 11’’) entitled
‘‘Accounting for Acquisitions of Interests in Joint Operations’’ (Amendments to IFRS 11). The amendments
require business combination accounting to be applied to acquisitions of interests in a joint operation that
constitute a business. The amendments apply prospectively for annual periods beginning on or after January 1,
2016. Earlier application is permitted. The extent of the impact of adoption of the standard has not yet been
determined.

Depreciation and Amortization

In May 2014, the IASB issued amendments to IAS 16 ‘‘IAS 16 Property, Plant and Equipment’’ (‘‘IAS 16’’)
and IAS 38 ‘‘Intangible Assets’’ (‘‘IAS 38’’). The amendments clarify acceptable methods of depreciation and
amortization. The amendments to IAS 16 prohibit the use of a revenue-based depreciation method for items of
property, plant and equipment because such methods reflect factors other than the consumption of economic
benefits embodied in the asset. The amendments to IAS 38 introduce a rebuttable presumption that revenue is
not an appropriate basis for amortization of intangible assets for the same reasons as set out above. This
presumption could be overcome only when revenue and consumption of the economic benefits of the intangible
asset are highly correlated or when the intangible asset is expressed as a measure of revenue. Cara intends to
adopt the amendments to IAS 16 and IAS 38 in its financial statements for the annual period beginning on
January 1, 2016. Cara does not expect the amendments to have a material impact on the financial statements.

Revenue

In May 2014, the IASB issued IFRS 15 ‘‘Revenue from Contracts with Customers’’ (‘‘IFRS 15’’). IFRS 15
will replace IAS 11, ‘‘Construction Contracts’’, IAS 18 ‘‘Revenue’’, IFRIC 13, ‘‘Customer Loyalty Programmes’’,
IFRIC 15, ‘‘Agreements for the Construction of Real Estate’’, IFRIC 18, ‘‘Transfer of Assets from Customers’’,
and SIC 31, ‘‘Revenue — Barter Transactions Involving Advertising Services’’. The new standard contains a
single model that applies to contracts with customers and two approaches for recognizing revenue. The model
features a contract-based five-step analysis of transactions to determine whether, how much and when revenue is
recognized. New estimates and judgmental thresholds have been introduced, which may affect the amount
and/or timing of revenue recognized. The new standard is effective for annual periods beginning on or after
January 1, 2017, but earlier application is permitted either following a full retrospective approach or a modified
approach.

Financial Instruments

In July 2014, the IASB issued the complete IFRS 9 (IFRS 9 (2014)), ‘‘Financial Instruments’’ (‘‘IFRS 9
(2014)’’) which will ultimately replace IAS 39, ‘‘Financial Instruments: Recognition and Measurement’’. IFRS 9
(2014) introduces new requirements for the classification and measurement of financial assets. Under IFRS 9
(2014), financial assets are classified and measured based on the business model in which they are held and the
characteristics of their contractual cash flows. The standard introduces additional changes relating to financial
liabilities. It also amends the impairment model by introducing a new ‘expected credit loss’ model for calculating
impairment. IFRS 9 (2014) also includes a new general hedge accounting standard which aligns hedge
accounting more closely with risk management. This new standard does not fundamentally change the types of
hedging relationships or the requirement to measure and recognize ineffectiveness, however it will provide more
hedging strategies that are used for risk management to qualify for hedge accounting and introduce more
judgment to assess the effectiveness of a hedging relationship. Special transitional requirements have been set
for the application of the new general hedging model. The mandatory effective date of IFRS 9 (2014) is for
annual periods beginning on or after January 1, 2018 and must be applied retrospectively with some exemptions.
Early adoption is permitted. The restatement of prior periods is not required and is only permitted if
information is available without the use of hindsight. Cara intends to adopt IFRS 9 (2014) in its financial
statements for the annual period beginning on January 1, 2018. The extent of the impact of adoption of the
standard has not yet been determined.
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Transfer of Assets

In September 2014, the IASB issued amendments to IFRS 10 ‘‘Consolidated Financial Statements’’
(‘‘IFRS 10’’) and IAS 28, ‘‘Investments in Associates’’ (‘‘IAS 28’’) entitled ‘‘Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture (Amendments to IFRS 10 and IAS 28)’’. The
amendment addresses the inconsistencies between the requirements in IFRS 10 and IAS 28 in dealing with the
sale or contribution of assets between an investor and its associate or joint venture. The amendments apply
prospectively for annual periods beginning on or after January 1, 2016. Early adoption is permitted. Cara intends
to adopt these amendments in its financial statements for the annual period beginning on January 1, 2016. The
extent of the impact of adoption of the amendments has not yet been determined.

Other standards

In September 2014, the IASB issued narrow-scope amendments to a total of four standards as part of its
annual improvements process (Annual Improvements to IFRS (2012-2014) cycle). Amendments were made to
clarify items including changes in method for disposal under IFRS 5 ‘‘Non-current Assets Held for Sale and
Discontinued Operations’’; ‘Continuing involvement’ for servicing contracts and offsetting disclosures in
condensed interim financial statements under IFRS 7 ‘‘Financial Instruments: Disclosures’’; Discount rate in a
regional market sharing the same currency under IAS 19 ‘‘Employee Benefits’’; Disclosure of information
elsewhere in the interim financial report under IAS 34 ‘‘Interim Financial Reporting’’. The amendments will
apply for annual periods beginning on or after January 1, 2016. Earlier application is permitted, in which case,
the related consequential amendments to other IFRS would also apply. Cara intends to adopt these
amendments in its financial statements for the annual period beginning on January 1, 2016. The extent of the
impact of adoption of the amendments has not yet been determined. In December 2014, the IASB issued
amendments to IAS 1, ‘‘Presentation of Financial Statements’’ as part of its major initiative to improve
presentation and disclosure in financial reports. The amendments are effective for annual periods beginning on
or after January 1, 2016. Early adoption is permitted. Cara intends to adopt these amendments in its financial
statements for the annual period beginning on January 1, 2016. The extent of the impact of adoption of the
amendments has not yet been determined.

Critical Accounting Judgments and Estimates

The preparation of the consolidated financial statements requires management to make various judgements
and estimates in applying the Company’s accounting policies that affect the reported amounts and disclosures
made in Cara’s financial statements and accompanying notes.

Management continually evaluates the estimates and assumptions it uses. These judgements and estimates
are based on management’s historical experience, knowledge of current events and conditions and other factors
that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.

The estimates and assumptions described in this section depend upon subjective or complex judgement that
may be uncertain and changes in these estimates and assumptions could materially impact Cara’s financial
statements. The following are the accounting policies that are subject to judgements and estimates.

Accounts receivable and long-term franchise receivables

Management reviews accounts receivables and long-term franchise receivables at each balance sheet date
utilizing judgments to determine whether a triggering event has occurred requiring an impairment test to
be completed.

Management determines the net realizable value of its accounts receivables and long-term franchise
receivables by reviewing expected future cash flows. The process of determining the net realizable value requires
management to make estimates regarding projected future cash flows.
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Impairment of non-financial assets

Management is required to use judgment in determining the grouping of assets to identify their cash
generating units (‘‘CGUs’’) for the purposes of testing fixed assets for impairment. Judgment is further required
to determine appropriate groupings of CGUs, for the level at which goodwill and intangible assets are tested for
impairment. In addition, judgment is used to determine whether a triggering event has occurred requiring an
impairment test to be completed.

In determining the net recoverable amount of a CGU, various estimates are employed. The Company
determines the fair value less costs to sell a particular CGU using estimates such as projected future sales,
earnings, capital investments and discount rates. Projected future sales and earnings are consistent with strategic
plans provided to the Company’s Board. Discount rates are based on an estimate of the Company’s weighted
average cost of capital taking into account external industry information reflecting the risk associated with the
specific cash flows.

Leases

In classifying a lease as either financial or operating, management has to make certain assumptions in
estimating the present value of future lease payments and the estimated useful lives of the related assets. These
assumptions include the allocation of values between land and building, and discount rates.

Income and other taxes

The calculation of current and deferred income taxes requires management to make certain judgements
regarding the tax rules in jurisdictions where the Company performs activities. Application of judgements is
required regarding classification of transactions and in assessing probable outcomes of claimed deductions
including expectations of future operating results, the timing and reversal of temporary differences, likelihood of
utilizing deferred tax assets and possible audits of income tax and other tax filings to the applicable tax
authorities.

Employee future benefits

Accounting for the costs of defined benefit pension plans is based on a number of assumptions including
estimates of rates of compensation increase and retirement ages of plan members. The discount rate used to
value the accrued benefit plan obligation is based on high quality corporate bonds in the same currency in which
the benefits are expected to be paid and with terms to maturities that, on average, match the terms of the
defined benefit obligations. Other key assumptions for pension obligations are based on actuarial determined
data and current market conditions.

Gift cards

Management is required to make certain assumptions on the likelihood of gift card redemptions based on
historical redemption patterns. The impact of these assumptions results in the recognition of income from gift
card purchases that are expected to not be redeemed.

Provisions

Management reviews provisions at each balance sheet date utilizing judgments to determine the probability
that an expense and outflow will result from the legal or constructive obligation and an estimate of the
associated obligation. Due to the judgmental nature of these items, future settlements may differ from amounts
recognized.

Stock-based compensation

The accounting for equity-settled stock-based compensation requires management to make an estimate of
the fair value, including non-market conditions, of the stock options based on the enterprise value of the
Company at the time of the grant as well as estimates around forfeitures of vested options.
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DIVIDEND POLICY

Subject to financial results, capital requirements, available cash flow and any other factors that the Board
may consider relevant, it is the intention of the Board following Closing to declare quarterly cash dividends. It is
expected that future cash dividend payments will be made to shareholders of record as of the close of business
on the last business day of each fiscal quarter. All dividends expected to be paid by the Company, unless
otherwise indicated, are designated as eligible dividends in accordance with subsection 89(14) of the Tax Act and
any applicable corresponding provincial or territorial provisions. See ‘‘Risk Factors — Payment of Dividends’’.

Initially, the Company anticipates paying quarterly cash dividends, with annualized aggregate dividend
payments of approximately $20 million. The first dividend that would be payable to investors in the Offering
would be the dividend for the period beginning on the Closing Date and ending on June 30, 2015. The Company
expects the first dividend would be equal to an aggregate amount of approximately $4 million (or approximately
$0.09 per Subordinate Voting Share or Multiple Voting Share, as applicable). Dividends will be declared and
paid in arrears. Accordingly, the Company expects the first dividend payment on its Subordinate Voting Shares
and Multiple Voting Shares would be declared following the announcement of the Company’s results for the
second quarter of Fiscal 2015 in August 2015 and would be paid in September 2015. The amount and timing of
the payment of any dividends are not guaranteed and are subject to the discretion of the Board. See ‘‘Risk
Factors — Payment of Dividends’’.

The following summarizes the annualized dividend payments of the Company in the last three years(1):

2014 2013 2012

Cash Paid-In-Kind Cash Paid-In-Kind Cash Paid-In-Kind

Common Shares . . . . . . . . . . . . $11,000,000.00(2) — $10,623,972.60(2) — $11,000,000(2) —
Preferred — Class A . . . . . . . . . $ 2,968,255.06 $ 2,835,494.40 — $ 699,780.82 — —
Preferred — Class B . . . . . . . . . $ 2,678,154.50 $ 2,510,019.95 — $ 616,438.39 — —

Total . . . . . . . . . . . . . . . . . . . $16,646,409.56 $ 5,345,514.35 $10,623,972.60 $ 1,316,219.21 $11,000,000 —

Total Per Year . . . . . . . . . . . . . $21,991,923.91 $11,940,191.81 $11,000,000

(1) On March 29, 2015, the Company’s Board of Directors declared a dividend of $3,043,835.62 to holders of all the issued voting common
shares of the Company immediately prior to the Pre-Closing Capital Changes. The Company’s Board of Directors also approved a dividend
of $1,855,159.40 to holders of the Class A Preferred Shares and $1,673,846.57 to holders of the Class B Preferred shares. The dividends
approved by the Company’s Board of Directors will be paid on or before the Closing Date and they are conditional on the Offering being
completed.

(2) Includes dividends and return of capital.

Dividend Reinvestment Plan

Following Closing and subject to the receipt of any required regulatory approvals, the Company intends to
adopt a dividend reinvestment plan (‘‘DRIP’’), pursuant to which resident Canadian holders of Multiple Voting
Shares and Subordinate Voting Shares will be entitled to elect to have all of the cash dividends of the Company
payable to such person automatically reinvested in additional Subordinate Voting Shares. Pursuant to the plan,
cash dividends will be reinvested at a price per Subordinate Voting Share calculated by reference to the volume
weighted average of the trading price for the Subordinate Voting Shares on the relevant stock exchange or
marketplace for the five trading days immediately preceding the relevant Dividend Date, less a discount, if any,
of up to 5%, at the Company’s election. The Company has set the initial discount at 3%. The Company may,
subject to the terms of the dividend reinvestment plan, alter or eliminate this discount at any time.

No brokerage commission will be payable in connection with the purchase of Subordinate Voting Shares
under the DRIP and all administrative costs will be borne by the Company. Cash undistributed by the Company
upon the issuance of additional Subordinate Voting Shares under the DRIP will be invested in the Company to
be used for general corporate purposes.

Securityholders who are Non-Residents will not be entitled to participate in the DRIP. Upon becoming a
Non-Resident, a securityholder must terminate the securityholder’s participation in the DRIP. Further
administrative details, including the date of the first dividend for which securityholders will be entitled to elect to
have dividends reinvested under the DRIP, and enrolment documents regarding the DRIP, will be forwarded to
securityholders prior to the fourth Dividend Date.
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DESCRIPTION OF SHARE CAPITAL

The following describes the Company’s share capital upon Closing and as at the date of this prospectus. The
following description may not be complete and is subject to, and qualified in its entirety by reference to, the
terms and provisions of the Company’s articles, as they will be further amended prior to Closing.

The Subordinate Voting Shares are ‘‘restricted securities’’ within the meaning of such term under applicable
Canadian securities laws. The Company is exempt from the requirements of Section 12.3 of National
Instrument 41-101 — General Prospectus Requirements on the basis that the Company was a private issuer
immediately before filing the prospectus.

The following table summarizes the changes in share structure of the Company in advance of and
immediately following Closing:

Beneficial
Share

Ownership Beneficial
After Pre- Share

Closing Capital Ownership
Beneficial Share Ownership After Changes — Immediately

Beneficial Share Ownership Pre-Closing Capital Changes — Conversion to following
As of March 31, 2015(1) Exercise of Warrants(2) MVS(3) Closing

Fairfax Group Shareholders . . . . 27,848,425 Class A Preferred Shares 55,530,426 Voting Common Shares 19,903,378 MVS 19,903,378 MVS
27,848,425 Class A Warrants
17,418,503 Class B Preferred Shares
17,418,503 Class B Warrants
8,564,596 Subordinated Debt
Warrants

Phelan Group Shareholders . . . . 48,805,209 Voting Common Shares 48,805,209 Voting Common Shares 17,492,906 MVS 17,492,906 MVS
Prime Shareholders . . . . . . . . . 4,327,065 Class A Preferred Shares 2,628,163 Voting Common Shares 941,993 SVS 941,993 SVS

4,327,065 Class A Warrants
Robinson Holders . . . . . . . . . . . 1,662,500 Voting Common Shares 1,662,500 Voting Common Shares 595,878 SVS 595,878 SVS
Public Shareholders . . . . . . . . . — — — 8,700,000 SVS

(1) The following conversion mechanisms are in place for the Warrants: (a) each Class A Warrant is exerciseable to acquire one Voting
Common Share upon (i) the payment of $3.05 in cash; or (ii) the surrender of one Class A Preferred Share; (b) each Class B Warrant is
exerciseable to acquire one Voting Common Share upon (i) the payment of $3.05 in cash; or (ii) the surrender of one Class B Preferred
Share and (c) each Subordinated Debt Warrant is exerciseable to acquire one Voting Common Share upon the payment of $3.05 in
cash; or (ii) the surrender of $3.05 principal amount of Subordinated Debentures. Fairfax currently holds $26,125,000 aggregate
principal amount of Subordinated Debentures.

(2) Following the exercise of all Warrants held in accordance with the conversion mechanisms described above in footnote (1) and the
acquisition of 1,698,902 Voting Common Shares by Fairfax from two of the Prime Shareholders.

(3) Following the conversion of the Voting Common Shares to Multiple Voting Shares, the exchange by certain shareholders of Multiple
Voting Shares for an equivalent number of Subordinate Voting Shares and the consolidation of shares at a ratio of 2.79 Subordinate
Voting Shares to one Subordinate Voting Share and 2.79 Multiple Voting Shares to one Multiple Voting Share as part of the
Pre-Closing Capital Changes.

Authorized Share Capital Upon Closing

Upon Closing, the Company’s authorized share capital will consist of (i) an unlimited number of Multiple
Voting Shares that may only be issued to the Principal Shareholders or their affiliates, (ii) an unlimited number
of Subordinate Voting Shares and (iii) an unlimited number of preference shares, issuable in series. Except as
provided in any special rights or restrictions attaching to any series of preference shares issued from time to
time, the holders of preference shares will not be entitled to receive notice of, attend or vote at any meeting of
the Shareholders of the Company.

Immediately prior to Closing, an aggregate of 37,396,284 Multiple Voting Shares and 1,537,871 Subordinate
Voting Shares will be issued and outstanding. Upon Closing, an aggregate of 37,396,284 Multiple Voting Shares
and 10,237,871 Subordinate Voting Shares (11,542,871 Subordinate Voting Shares if the Over-Allotment Option
is exercised in full) will be issued and outstanding.
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Multiple Voting Shares and Subordinate Voting Shares

Dividend Rights

Holders of Multiple Voting Shares and Subordinate Voting Shares will be entitled to receive dividends out
of the assets of the Company legally available for the payment of dividends at such times and in such amount
and form as the Board may from time to time determine and the Company will pay dividends thereon on a
pari passu basis, if, as and when declared by the Board. See ‘‘Dividend Policy’’.

Voting Rights

The Multiple Voting Shares will be entitled to 25 votes per Multiple Voting Share, and the Subordinate
Voting Shares will be entitled to one vote per Subordinate Voting Share.

An amendment to the Company’s articles or by-laws to do any of the following will require the approval by
at least two-thirds of the votes attached to the Multiple Voting Shares and at least two-thirds of the votes
attached to the Subordinate Voting Shares, each voting separately as a class, at a duly convened meeting of
holders of Multiple Voting Shares and Subordinate Voting Shares:

(a) increase or decrease any maximum number of authorized Multiple Voting Shares or Subordinate
Voting Shares, or increase any maximum number of authorized shares of a class having rights or
privileges equal or superior to the Multiple Voting Shares or the Subordinate Voting Shares, except for
the issuance of preference shares;

(b) effect an exchange, reclassification or cancellation of all or part of the Multiple Voting Shares or
Subordinate Voting Shares;

(c) add, change or remove the rights, privileges, restrictions or conditions attached to the Multiple Voting
Shares or Subordinate Voting Shares, including:

(i) remove or change prejudicially rights to accrued dividends or rights to cumulative dividends;

(ii) add, remove or prejudicially change redemption rights;

(iii) reduce or remove a dividend preference or a liquidation preference; or

(iv) add, remove or change prejudicially conversion privileges, options, voting, transfer or pre-emptive
rights, or rights to acquire securities of a corporation;

(d) increase the rights or privileges of any class of shares having rights or privileges equal or superior to the
Multiple Voting Shares or the Subordinate Voting Shares;

(e) create a new class of shares equal or superior to the Multiple Voting Shares or Subordinate Voting
Shares, except for the issuance of preference shares;

(f) make any class of shares having rights or privileges inferior to the Multiple Voting Shares or
Subordinate Voting Shares equal or superior to either the Multiple Voting Shares or Subordinate
Voting Shares;

(g) effect an exchange or conversion or create a right of exchange or conversion of all or part of the shares
of a class into the shares of another class; or

(h) add, remove or change restrictions on the issue, transfer or ownership of the Multiple Voting Shares or
Subordinate Voting Shares.

Automatic Conversion of Multiple Voting Shares

A Multiple Voting Share will convert, without any further action on the part of the Company or the holder
of such shares, automatically into a Subordinate Voting Share on a one-for-one basis in the event that such
Multiple Voting Share is transferred to, or held by any person that is not a Permitted Assign.

All Multiple Voting Shares held directly or indirectly by the Phelan Group Shareholders will convert,
without any further action on the part of the Company or the holder of such shares, into Subordinate Voting
Shares on the date on which the Phelan Group Shareholders (see ‘‘Shareholder Groups’’) beneficially own,
directly or indirectly and in the aggregate, less than 50% of the number of Multiple Voting Shares held by them

80



at Closing (anticipated to be 8,746,452 Multiple Voting Shares) (subject to adjustment in the case of share splits,
consolidations or similar changes affecting the number of Multiple Voting Shares).

All Multiple Voting Shares will convert, without any further action on the part of the Company or the
holder of such shares, into Subordinate Voting Shares on the date on which the Fairfax Group Shareholders
(see ‘‘Shareholder Groups’’) beneficially own, directly or indirectly and in the aggregate, less than 50% of the
number of Multiple Voting Shares held by them at Closing (anticipated to be 9,951,688 Multiple Voting Shares)
(subject to adjustment in the case of share splits, consolidations or similar changes affecting the number of
Multiple Voting Shares).

Meetings of Shareholders

Holders of Multiple Voting Shares and Subordinate Voting Shares will be entitled to receive notice of any
meeting of Shareholders and may attend and vote at such meetings, except those meetings where only the
holders of shares of another class or of a particular series are entitled to vote. A quorum for the transaction of
business at a meeting of Shareholders shall be two persons present and each entitled to vote at the meeting who,
together, hold or represent by proxy not less than 15% of the votes attaching to the outstanding voting shares of
the Company entitled to vote at the meeting.

Pre-Emptive, Redemption and Conversion Rights

Holders of Subordinate Voting Shares will have no pre-emptive, redemption or conversion rights. Other
than as described under ‘‘Principal Shareholders — Pre-Emptive Rights’’ holders of Multiple Voting Shares will
have no pre-emptive rights. Multiple Voting Shares, however, are convertible at any time at the option of the
holder into fully-paid, non-assessable Subordinate Voting Shares on a one-for-one basis. In accordance with the
Company’s amended articles, Multiple Voting Shares may only be issued to the Principal Shareholders or their
Affiliates.

Liquidation Rights

Upon the liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, the
holders of Multiple Voting Shares and Subordinate Voting Shares, without preference or distinction, will be
entitled to receive rateably all of the Company’s assets remaining after payment of all debts and other liabilities,
subject to the prior rights of the holders of any other prior ranking shares that may be outstanding at such time.

Subdivision, Consolidation and Issuance of Rights

No subdivision or consolidation of the Multiple Voting Shares or Subordinate Voting Shares may occur
unless the shares of both classes are concurrently subdivided or consolidated and in the same manner and
proportion. Other than as described in this prospectus, no new rights to acquire additional shares or other
securities or property of the Company will be issued to holders of Multiple Voting Shares or Subordinate Voting
Shares unless the same rights are concurrently issued to the holders of shares of both classes.

Nomination of Directors

The Principal Shareholders Agreement provides that the Company will have six directors. Pursuant to that
agreement, each of the Principal Shareholders will be entitled to identify three director nominees for election
and the Principal Shareholders have agreed that they will vote the Multiple Voting Shares held by them for the
election of such nominees. See ‘‘Principal Shareholders — Principal Shareholders Agreement and By-laws’’. The
following description is a summary only and is qualified in its entirety by the full text of the applicable provisions
of the by-laws.

The Company has included certain advance notice provisions in its by-laws (the ‘‘Advance Notice
Provisions’’). The Advance Notice Provisions are intended to: (i) facilitate orderly and efficient annual general
or, where the need arises, special meetings; (ii) ensure that all Shareholders receive adequate notice of Board
nominations and sufficient information with respect to all nominees; and (iii) allow Shareholders to register an
informed vote. Once in effect, only persons who are nominated by Shareholders in accordance with the Advance
Notice Provisions will be eligible for election as Directors. Nominations of persons for election to the Board may
be made for any annual meeting of Shareholders, or for any special meeting of Shareholders if one of the

81



purposes for which the special meeting was called was the election of Directors: (a) by or at the direction of the
Directors, including pursuant to a notice of meeting; (b) by or at the direction or request of one or more
Shareholders pursuant to a requisition of the Shareholders made in accordance with applicable law and the
by-laws; or (c) by any person (a ‘‘Nominating Shareholder’’): (A) who, at the close of business on the date of the
giving of the notice provided for below and on the record date for notice of such meeting, is entered in the
Company’s register as a holder of one or more shares carrying the right to vote at such meeting or who
beneficially owns shares that are entitled to be voted at such meeting; and (B) who complies with the notice
procedures set forth in the Advance Notice Provisions.

In addition to any other applicable requirements, for a nomination to be made by a Nominating
Shareholder, the Nominating Shareholder must have given timely notice thereof in proper written form to the
Directors. To be timely, a Nominating Shareholder’s notice to the Directors must be made: (a) in the case of an
annual meeting of Shareholders, not less than 30 nor more than 65 days prior to the date of the annual meeting
of Shareholders; provided, however, that in the event that the annual meeting of Shareholders is to be held on a
date that is less than 50 days after the date (the ‘‘Notice Date’’) that is the earlier of the date that a notice of
meeting is filed for such meeting and the date on which the first public announcement of the date of the annual
meeting was made, notice by the Nominating Shareholder may be made not later than the close of business on
the tenth day following the Notice Date; and (b) in the case of a special meeting (which is not also an annual
meeting) of Shareholders called for the purpose of electing Directors (whether or not called for other purposes),
not later than the close of business on the 15th day following the day that is the earlier of the date that a notice of
meeting is filed for such meeting and the date on which the first public announcement of the date of the special
meeting of Shareholders was made. In no event shall any adjournment or postponement of a meeting of
Shareholders, or an announcement thereof, re-start the initially required time periods for the giving of a
Nominating Shareholder’s notice as described above. For greater certainty, this means that a Nominating
Shareholder who failed to deliver a timely Nominating Shareholder’s notice in proper written form to the
Directors for purposes of the originally scheduled Shareholders’ meeting shall not be entitled to provide a
Nominating Shareholder’s notice for purposes of any adjourned or postponed meeting of Shareholders related
thereto as the determination as to whether a Nominating Shareholder’s notice is timely is to be determined
based off of the original Shareholders’ meeting date and not any adjourned or postponed Shareholders’ meeting
date.

To be in proper written form, a Nominating Shareholder’s notice to the Directors must set forth, among
other things: (a) as to each person whom the Nominating Shareholder proposes to nominate for election as a
Director: (A) the name, age, business address and residential address of the person; (B) the principal occupation
or employment of the person for the past five years; (C) the status of the person as a ‘‘resident Canadian’’ (as
defined in the OBCA); (D) the class or series and number of shares which are controlled or which are owned
beneficially or of record by the person as of the record date for the meeting of Shareholders (if such date shall
then have been made publicly available and shall have occurred) and as of the date of such notice; (E) full
particulars regarding any contract, agreement, arrangement, understanding or relationship (collectively,
‘‘Arrangements’’), including without limitation financial, compensation and indemnity related Arrangements,
between the proposed nominee or any associate or affiliate of the proposed nominee and any Nominating
Shareholder or any of its representatives; and (F) any other information relating to the person that would be
required to be disclosed in a dissident’s proxy circular in connection with solicitations of proxies for election of
Directors pursuant to applicable securities laws; and (b) as to the Nominating Shareholder giving the notice, any
proxy, contract, arrangement, understanding or relationship pursuant to which such Nominating Shareholder
has a right to vote any shares and any other information relating to such Nominating Shareholder that would be
required to be made in a dissident’s proxy circular in connection with solicitations of proxies for election of
Directors pursuant to applicable securities laws. The Company may require any proposed nominee to furnish
such other information as may reasonably be required by the Company to determine the eligibility of such
proposed nominee to serve as an Independent Director or that could be material to a reasonable Shareholder’s
understanding of the independence, or lack thereof, of such proposed nominee.

The chairperson of the meeting shall have the power and duty to determine whether a nomination was
made in accordance with the procedures set forth in the foregoing provisions and, if any proposed nomination is
not in compliance with such foregoing provisions, the discretion to declare that such defective nomination shall
be disregarded.
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Notwithstanding the foregoing, the Directors may, in their sole discretion, waive any requirement in the
Advance Notice Provisions.

Preference Shares

The preference shares may at any time and from time to time be issued in one or more series, each series to
consist of such number of preference shares as may, before the issue thereof, be determined by resolution of the
Board. Subject to the provisions of the OBCA, the Board may, by resolution, fix from time to time before the
issue thereof the designation, rights, privileges, restrictions and conditions attaching to the preference shares of
each series including, without limitation, any right to receive dividends (which may be cumulative or
non-cumulative and variable or fixed) or the means of determining such dividends, the dates of payment thereof,
any terms or conditions of redemption or purchase, any conversion rights, any retraction rights, any rights on the
liquidation, dissolution or winding up of the Company and any sinking fund or other provisions, the whole to be
subject to the filing of articles of amendment setting forth the designation, rights, privileges, restrictions and
conditions attaching to the preference shares of the series. Except as required by law, the preference shares will
not be entitled to receive notice of, attend or vote at any meeting of the Shareholders of the Company.

Preference shares of each series, if and when issued, will generally, with respect to the payment of
dividends, rank on a parity with the preference shares of every other series and will be entitled to preference
over the Multiple Voting Shares, the Subordinate Voting Shares or any other shares of the Company ranking
junior to the preference shares with respect to payment of dividends. If any amount of cumulative dividends
(whether or not declared) or any amount payable on any such distribution of assets constituting a return of
capital in respect of the preference shares of any series is not paid in full, the preference shares of such series
shall participate rateably with the preference shares of every other series in respect of all such dividends
and amounts.

In the event of liquidation, dissolution or winding up of the Company, whether voluntary or involuntary, the
holders of preference shares will generally be entitled to preference with respect to distribution of the property
or assets of the Company over the Multiple Voting Shares, the Subordinate Voting Shares or any other shares of
the Company ranking junior to the preference shares with respect to the repayment of paid-up capital remaining
after payment of all outstanding debts on a pro rata basis, and the payment of any or all declared but unpaid
cumulative dividends, or any or all declared but unpaid non-cumulative dividends, on the preference shares. The
Company currently anticipates that there will be no pre-emptive, subscription, redemption or conversion rights
attaching to any series of preference shares issued from time to time.

Description of Share Capital Prior to Closing

The Company’s authorized share capital prior to Closing consists of (i) an unlimited number of voting
common shares (the ‘‘Voting Common Shares’’) of which 50,467,709 are currently outstanding, (ii) an unlimited
number of non-voting common shares (the ‘‘Non-voting Common Shares’’) of which none are currently
outstanding, (iii) an unlimited number of Class A preferred shares (the ‘‘Class A Preferred Shares’’), of which
32,175,490 are currently outstanding, and (iv) an unlimited number of Class B preferred shares (the ‘‘Class B
Preferred Shares’’) of which 17,418,503 are currently outstanding.

The Company’s current capital structure was established in connection with the Company’s acquisition of
Prime and the concurrent investment by Fairfax on October 31, 2013. 7948883 Canada Inc., a wholly-owned
subsidiary of Fairfax, and the Prime Shareholders entered into an agreement with Cara, under which Cara
acquired all of the issued and outstanding shares of Prime for a purchase price of $69.6 million. The purchase price
was satisfied by the issuance of an aggregate of 22,819,672 Class A Preferred Shares, together with warrants to
acquire Voting Common Shares at a price of $3.05 per share (the ‘‘Class A Warrants’’). Also on that date, Fairfax
and certain of its affiliates entered into a subscription agreement with Cara, under which the Fairfax companies
paid an aggregate of $100,000,000 to acquire (i) 8,196,721 Class A Preferred Shares and 8,196,721 Class A
Warrants, (ii) 16,393,443 Class B Preferred Shares and 16,393,443 warrants to acquire voting shares at a price of
$3.05 per share (the ‘‘Class B Warrants’’), and (iii) $25,000,000 aggregate principal amount of 9% subordinated
unsecured debentures due October 31, 2018 (the ‘‘Subordinated Debentures’’) and 8,196,721 warrants to acquire
Voting Common Shares at a price of $3.05 per share (the ‘‘Subordinated Debt Warrants’’).
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Interest on the Subordinated Debentures is payable semi-annually in arrears, and may be satisfied by
increasing the outstanding principal amount of the Subordinated Debentures by the amount of interest payable
as payment-in-kind, at the Company’s election. For every $3.05 principal amount of Subordinated debentures
satisfied by payment-in-kind, one additional Subordinated Debt Warrant is issued. In June 2014, the Company
satisfied its dividend and interest obligations through the payment-in-kind mechanism. See ‘‘Prior Issuances’’.
The Class A Preferred Shares and the Class B Preferred Shares are entitled to preferential dividends of 6% and
10% per annum, respectively, payable semi-annually. Dividends payable may be satisfied at the Company’s
option, in cash or by the issuance of additional preferred shares of the applicable class with a corresponding
warrant to acquire Voting Common Shares, with each preferred share and warrant so issued as payment-in-kind
valued at $3.05 in the aggregate.

As at the date hereof (prior to the Pre-Closing Capital Changes), (i) Cara Holdings beneficially owns
48,805,209 Voting Common Shares, (ii) the Robinson Holders beneficially own 1,662,500 Voting Common
Shares, (iii) Fairfax beneficially owns 27,848,425 Class A Preferred Shares and 17,418,503 Class B Preferred
Shares, and (iv) the Prime Shareholders beneficially own 4,327,065 Class A Preferred Shares. The Company also
has the following warrants outstanding, all of which are held by Fairfax and the Prime Shareholders in
proportions equal to their beneficial ownership of Class A Preferred Shares, Class B Preferred Shares and
Subordinated Debentures, as applicable:

(a) 32,175,490 Class A Warrants, with each Class A Warrant exercisable to acquire one Voting Common
Share upon (i) the payment of $3.05 in cash; or (ii) the surrender of one Class A Preferred Share;

(b) 17,418,503 Class B Warrants, with each Class B Warrant exercisable to acquire one Voting Common
Share upon (i) the payment of $3.05 in cash; or (ii) the surrender of one Class B Preferred Share; and

(c) 8,564,596 Subordinated Debt Warrants, and collectively with the Class A Warrants and Class B
Warrants, the ‘‘Warrants’’), with each Subordinated Debt Warrant exercisable to acquire one Voting
Common Share upon (i) the payment of $3.05 in cash; or (ii) the surrender of $3.05 principal amount
of Subordinated Debentures.

Pre-Closing Capital Changes

In connection with the Closing, the Company and its Shareholders will undertake a series of corporate
filings and associated transactions to create the Company’s post-Offering share capital structure
(the ‘‘Pre-Closing Capital Changes’’). Currently, the Phelan Group Shareholders, through Cara Holdings, and a
former officer of Cara (and his holding company) are the only holders of Voting Common Shares. Each of
Fairfax and the Prime Shareholders will exercise all of the Warrants held by them, and tender as payment all of
the Class A Preferred Shares, the Class B Preferred Shares and the Subordinated Debentures, as applicable,
beneficially owned by them in order to acquire an aggregate of 58,158,589 Voting Common Shares. Any
Subordinated Debentures remaining outstanding after the exercise of Warrants will be redeemed by the
Company for a price not expected to exceed $5,000. After this Warrant exercise is completed, Fairfax will acquire
an aggregate of 1,698,902 Voting Common Shares from two of the Prime Shareholders. Cara Holdings will then
transfer 48,805,209 Voting Common Shares to a newly created wholly-owned subsidiary (‘‘Newco’’) in exchange
for 48,805,209 Newco shares. Newco will have no other assets, no other shareholders, and will not carry on any
business other than the holding of shares of the Company. On the transfer, Newco will become a party to the
existing unanimous shareholders’ agreement governing Cara.

Thereafter, the Company will amend its articles to provide for the issuance of the Multiple Voting Shares,
the Subordinate Voting Shares and preference shares (see ‘‘Description of Share Capital — Authorized Share
Capital Upon Closing’’) and to change all of the outstanding Cara Voting Common Shares into Multiple Voting
Shares on a one to one basis. The holders of Multiple Voting Shares other than the Phelan Group Shareholders
and Fairfax will convert their Multiple Voting Shares into an equivalent number of Subordinate Voting Shares in
accordance with the articles.

Thereafter, and immediately prior to Closing, the Company and Newco will amalgamate. On the
amalgamation, every 2.79 Multiple Voting Shares and every 2.79 Subordinate Voting Shares will convert into one
Multiple Voting Share or one Subordinate Voting Share respectively, the 48,805,209 Multiple Voting Shares held
by Newco will be cancelled without any payment of capital and Cara Holdings’ 48,805,209 Newco shares will be
converted into 17,492,906 Multiple Voting Shares on the basis of 2.79 Newco shares being converted into one
Multiple Voting Share. The existing unanimous shareholders’ agreement governing Cara will be terminated
concurrently with the Closing.
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PRINCIPAL SHAREHOLDERS

Post-Offering Shares

Upon completion of the Offering, the Principal Shareholders will collectively hold 100% of the Company’s
issued and outstanding Multiple Voting Shares. After giving effect to the Offering, the Principal Shareholders
will collectively hold approximately 79% of the Company’s total issued and outstanding Shares and will hold
approximately 99% of the voting power attached to all of the Shares (approximately 76% and 99%, respectively,
if the Over-Allotment Option is exercised in full). As a result, the Principal Shareholders will have a significant
influence on the Company. See ‘‘Risk Factors — Risk Factors Related to the Offering — Significant Ownership
by the Principal Shareholders’’.

The following table sets out the shareholders who, immediately following the closing of the Offering, will, to
the Company’s knowledge, beneficially own, control or direct, directly or indirectly, voting securities carrying
10% or more of the voting rights attached to any class of the Company’s voting securities. See ‘‘Description of
Share Capital’’ for the current holdings of the Principal Shareholders.

Immediately following the
Pre-Closing Capital Changes Immediately following the Closing

Number of Number of Number of Number of
Multiple Subordinate Multiple Subordinate Percentage of Percentage of

Voting Shares Voting Shares Voting Shares Voting Shares Outstanding Total Voting
Name of Shareholder Owned Owned Owned Owned Shares Rights

Fairfax Group
Shareholders . . . . . . . . . 19,903,378(1) — 19,903,378(1) — 42%(3) 53%(4)

Phelan Group
Shareholders(2) . . . . . . . 17,492,906 — 17,492,906 — 37%(5) 46%(6)

(1) The Fairfax Group Shareholders’ beneficial ownership is comprised of 19,294,453 Multiple Voting Shares, which are held indirectly by
Fairfax through certain subsidiaries. In addition, 1,360,418 and 338,484 Voting Common Shares are expected to be purchased by a
Fairfax subsidiary from Rothschild Holdings Limited and Nicholas Perpick, respectively, pursuant to the Pre-Closing Capital Changes
and those Voting Common Shares will be converted into Multiple Voting Shares and then consolidated at a ratio of 2.79 into
608,925 Multiple Voting Shares.

(2) The Phelan Group Shareholders’ beneficial ownership is comprised of 17,492,906 Multiple Voting Shares held by Cara Holdings.

(3) On a fully-diluted basis, assuming the exercise in full of outstanding options, 38%. If the Over-Allotment Option is exercised in full,
such holder will own 41% (37% on a fully-diluted basis) of the issued and outstanding Shares following the Closing.

(4) On a fully-diluted basis, assuming the exercise in full of outstanding options, 52%. If the Over-Allotment Option is exercised in full,
such holder’s Multiple Voting Shares will represent 53% (52% on a fully-diluted basis) of the total voting power of the issued and
outstanding Shares following the Closing.

(5) On a fully-diluted basis, assuming the exercise in full of outstanding options, 33%. If the Over-Allotment Option is exercised in full,
such holder will own 36% (33% on a fully-diluted basis) of the issued and outstanding Shares following the Closing.

(6) On a fully-diluted basis, assuming the exercise in full of outstanding options, 46%. If the Over-Allotment Option is exercised in full,
such holder’s Multiple Voting Shares will represent 46% (46% on a fully-diluted basis) of the total voting power of the issued and
outstanding Shares following the Closing.

Other than the Principal Shareholders and their Affiliates, no person or company will own, directly or
indirectly, any Multiple Voting Shares on Closing. All of the Multiple Voting Shares held after the completion of
the Offering by the Principal Shareholders will be subject to contractual lock-up agreements with the
Underwriters. See ‘‘Plan of Distribution — Lock-Up Arrangements’’.

Any sale or transfer by the Principal Shareholders of Multiple Voting Shares other than to: (i) Affiliate of
the Principal Shareholders; or (ii) pursuant to the rights of first offer under the Principal Shareholder
Agreement (collectively, the ‘‘Permitted Assigns’’) will result in such Multiple Voting Shares being automatically
converted into Subordinate Voting Shares. See ‘‘Description of Share Capital’’.
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Issuance of Additional Multiple Voting Shares

From and after the Closing, the Company may not issue additional Multiple Voting Shares without
obtaining minority approval of securityholders, within the meaning of the applicable rules of the TSX, except in
connection with a subdivision or conversion of Shares on a pro rata basis as between the Subordinate Voting
Shares and the Multiple Voting Shares and except for the issuance of Multiple Voting Shares upon the exercise
of the pre-emptive rights described under ‘‘— Pre-Emptive Rights’’.

Takeover Bid Protection — Coattail Agreement

Under applicable Canadian law, an offer to purchase Multiple Voting Shares would not necessarily require
that an offer be made to purchase Subordinate Voting Shares. In accordance with the rules of the TSX designed
to ensure that, in the event of a take-over bid, the holders of Subordinate Voting Shares will be entitled to
participate on an equal footing with holders of Multiple Voting Shares, the Principal Shareholders, as the owners
of all the outstanding Multiple Voting Shares, will enter into a customary coattail agreement with the Company
and a trustee (the ‘‘Coattail Agreement’’). The Coattail Agreement will contain provisions customary for dual
class, TSX-listed corporations designed to prevent transactions that otherwise would deprive the holders of
Subordinate Voting Shares of rights under applicable provincial take-over bid legislation to which they would
have been entitled if the Multiple Voting Shares had been Subordinate Voting Shares.

The undertakings in the Coattail Agreement will not apply to prevent a sale by the Principal Shareholders
or a Permitted Assign of Multiple Voting Shares if concurrently an offer is made to purchase Subordinate Voting
Shares that:

(a) offers a price per Subordinate Voting Share at least as high as the highest price per share to be paid
pursuant to the take-over bid for the Multiple Voting Shares;

(b) provides that the percentage of outstanding Subordinate Voting Shares to be taken up (exclusive of
shares owned immediately prior to the offer by the offeror or persons acting jointly or in concert with
the offeror) is at least as high as the percentage of Multiple Voting Shares to be sold (exclusive of
Multiple Voting Shares owned immediately prior to the offer by the offeror and persons acting jointly
or in concert with the offeror);

(c) has no condition attached other than the right not to take up and pay for Subordinate Voting Shares
tendered if no shares are purchased pursuant to the offer for Multiple Voting Shares; and

(d) is in all other material respects identical to the offer for Multiple Voting Shares.

In addition, the Coattail Agreement will not prevent the transfer of Multiple Voting Shares by the Principal
Shareholders to Permitted Assigns, provided such transfer is not or would not have been subject to the
requirements to make a take-over bid (if the vendor or transferee were in Canada) or constitutes or would
constitute an exempt take-over bid (as defined in applicable securities legislation). The conversion of Multiple
Voting Shares into Subordinate Voting Shares, whether or not such Subordinate Voting Shares are subsequently
sold, would not constitute a disposition of Multiple Voting Shares for the purposes of the Coattail Agreement.

The Coattail Agreement will contain provisions for authorizing action by the trustee to enforce the rights
under the Coattail Agreement on behalf of the holders of the Subordinate Voting Shares. The obligation of the
trustee to take such action will be conditional on the Company or holders of the Subordinate Voting Shares
providing such funds and indemnity as the trustee may reasonably require. No holder of Subordinate Voting
Shares will have the right, other than through the trustee, to institute any action or proceeding or to exercise any
other remedy to enforce any rights arising under the Coattail Agreement unless the trustee fails to act on a
request authorized by holders of not less than 10% of the outstanding Subordinate Voting Shares and reasonable
funds and indemnity have been provided to the trustee.

Other than in respect of non-material amendments and waivers that do not adversely affect the interests of
holders of Subordinate Voting Shares, the Coattail Agreement will provide that it may not be amended, and no
provision thereof may be waived, unless, prior to giving effect to such amendment or waiver, the following have
been obtained: (a) the consent of the TSX and any other applicable securities regulatory authority in Canada;
and (b) the approval of at least two-thirds of the votes cast by holders of Subordinate Voting Shares represented
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at a meeting duly called for the purpose of considering such amendment or waiver, excluding votes attached to
Subordinate Voting Shares held by the Principal Shareholders or their affiliates and any persons who have an
agreement to purchase Multiple Voting Shares on terms which would constitute a sale or disposition for
purposes of the Coattail Agreement, other than as permitted thereby.

No provision of the Coattail Agreement will limit the rights of any holders of Subordinate Voting Shares
under applicable law.

Pre-Emptive Rights

In the event that the Company decides to issue additional Subordinate Voting Shares following the Closing
or securities convertible into or exchangeable for Subordinate Voting Shares or an option or other right to
acquire any such securities (‘‘Issued Securities’’), the articles of the Company will provide each Principal
Shareholder Group, for as long as each such Principal Shareholder Group owns, in the aggregate, at least 50%
of the Multiple Voting Shares owned by such Shareholder Group at Closing (subject to adjustment in the case of
share splits, consolidations or similar changes affecting the number of Multiple Voting Shares), with pre-emptive
rights to purchase that number of Issued Securities as is necessary to maintain, after such issuance of Issued
Securities, each such Principal Shareholder Group’s effective pro rata voting interest prior to the issuance of the
Issued Securities. The pre-emptive right will not apply to the issuance of Subordinate Voting Shares in certain
circumstances, including: (i) in respect of the exercise of options, warrants, rights or other securities issued under
the Company’s security-based compensation arrangements, if any; (ii) in connection with a subdivision of
then-outstanding Subordinate Voting Shares into a greater number of Subordinate Voting Shares, provided that
an equivalent change is made to the Multiple Voting Shares; (iii) the issuance of equity securities of the
Company in lieu of cash dividends, if any; (iv) the exercise by a holder of a conversion, exchange or other similar
privilege pursuant to the terms of a security in respect of which such Principal Shareholder Group did not
exercise, failed to exercise, or waived its pre-emptive right or in respect of which the pre-emptive right did not
apply; (v) pursuant to a shareholders’ rights plan of the Company, if any; (vi) to any subsidiary of the Company
or an affiliate of any of them; and (vii) any issuance of Subordinate Voting Shares pursuant an over-allotment
option granted to the agents or underwriters, as applicable, in connection with this Offering of Subordinate
Voting Shares.

If the Company proposes to offer for sale any Issued Securities, the Company will deliver a written notice to
each Principal Shareholder Group offering the opportunity to subscribe for Issued Securities pursuant to the
pre-emptive rights described above. In order to exercise such rights, a Principal Shareholder Group must
respond within the applicable time period provided in the articles of the Company. Each Principal Shareholder
Group will be entitled to subscribe for Issued Securities pursuant to the exercise of such pre-emptive rights at
the same price and on the most favourable terms as such Issued Securities are to be offered to any party,
excluding commissions and other transaction expenses paid by the Company.

Principal Shareholders Agreement and By-laws

Cara, Fairfax, Cara Holdings, the Prime Shareholders and a former Cara executive and his holding company
are currently parties to a unanimous shareholders’ agreement governing Cara, which was entered into
concurrent with the Fairfax investment and the sale of Prime to Cara on October 31, 2013. This agreement will
be terminated immediately prior to Closing and replaced with a shareholders’ agreement among Cara and the
holders of the Multiple Voting Shares, which will be Fairfax and Cara Holdings (the ‘‘Principal Shareholders
Agreement’’), with respect to the ownership, transfer and conversion of the Multiple Voting Shares and their
respective rights in certain governance matters. The description of the Principal Shareholders Agreement and
the by-laws of Cara, as applicable is a summary only and is qualified in its entirety by the full text of the Principal
Shareholders Agreement or the by-laws of Cara, as applicable.

Shareholder Groups

For the purposes of the Principal Shareholders Agreement, the ‘‘Fairfax Group Shareholders’’ include
Fairfax and all of its affiliates (as defined in the OBCA) and any affiliate or the Permitted Assigns of the
foregoing that beneficially own Multiple Voting Shares from time to time. Similarly, the ‘‘Phelan Group
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Shareholders’’ includes Cara Holdings and its affiliates, together with the related entities of Gail Regan,
Rosemary Phelan and Holiday Phelan-Johnson, and their respective Permitted Assigns, that beneficially own
Multiple Voting Shares from time to time. The Fairfax Group Shareholders and the Phelan Group Shareholders
are each referred to as a ‘‘Shareholder Group’’. Initially, Hamblin Watsa Investment Counsel Ltd. will be the
designated representative of the Fairfax Group Shareholders, and Cara Holdings will be the designated
representative of the Phelan Group Shareholders upon completion of the Pre-Closing Capital Changes.

Governance Provisions

The Principal Shareholders Agreement provides that, so long as each Shareholder Group beneficially owns,
directly or indirectly, at least 50% of the number of Multiple Voting Shares that it owned at Closing, each of the
shareholders in those groups will take such actions as are necessary to give effect to the governance
arrangements set out below.

Board of Directors

Cara will have a board of six directors, with each Shareholder Group entitled to nominate three directors,
subject to adjustment as described under ‘‘— Fairfax Special Board Nomination Right’’. At least two of the
directors nominated by the Phelan Group Shareholders shall be independent within the meaning of section 1.4
of NI 52-110, and one of the directors nominated by the Fairfax Group Shareholders shall be Cara’s Chief
Executive Officer.

Each Shareholder Group will provide the names and biographical and other prescribed information
concerning its board nominees to Cara at least 75 days prior to a meeting of Shareholders at which directors are
to be elected. The Governance, Compensation and Nominating Committee and the incumbent board will review
the information provided and meet with a nominee, as required, and will consider the nomination based upon
the same criteria that are applied generally to all other nominees. If either the Governance, Compensation and
Nominating Committee or the Board does not approve a nominee, which approval shall not be unreasonably
conditioned, withheld or delayed, that decision will be communicated to the nominating Shareholder Group at
least 50 days prior to the meeting, and that Shareholder Group will then have the right to, at least 40 days before
the Shareholder meeting, designate an alternative nominee in accordance with the foregoing procedures.

Where a vacancy occurs on the Board, the vacancy shall be filled as soon as possible by the Shareholder
Group that nominated the departed director. The nominee identified to fill a vacancy will be required to submit
information and will be reviewed by the Governance, Compensation and Nominating Committee and the board
in a similar manner.

Board Chair, Procedure and Committees

The Chair of the Board will be appointed and replaced by the board from time to time, provided that the
Shareholder Groups, acting together, may require the Chair to resign and appoint a new Chair. The Chair will
not have a casting vote at meetings of Directors. Decisions of the Board will be approved by majority vote, or by
a written instrument signed by all Directors.

A quorum at a meeting of the Board consists of a majority of the directors then holding office, including at
least one Director nominated by each Shareholder Group. If a meeting of Directors is adjourned for lack of
quorum, it will be reconvened one week later (or at such other date, time and place as the Directors in
attendance determine), and the Directors then present at the reconvened meeting will constitute a quorum.

The Board may establish committees, which shall initially be the Audit Committee and the Governance,
Compensation and Nominating Committee. Each committee shall include at least one Director nominated by
each Shareholder Group, and quorum at committee meetings will consist of a majority of the committee’s
members, including at least one Director nominated by each Shareholder Group.
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Fairfax Special Board Nomination Right

The Fairfax Group Shareholders shall have the right to appoint one additional Director to the Board in
circumstances where the Directors are unable to reach a decision at a meeting by the required vote on any of the
following matters because an equal number of directors vote for and against the resolution (a ‘‘Deadlock’’):

(a) any change in the number of Directors on the board;

(b) any merger, acquisition or sale transaction;

(c) any issuance of equity or debt securities of Cara, including preferred, common or voting stock or
securities convertible into preferred, common or voting stock, except where such issuance of equity or
debt securities is being done in connection with (i) the grant or exercise of options as contemplated in
Cara’s share-based compensation arrangements, or (ii) the conversion of Multiple Voting Shares into
Subordinate Voting Shares in accordance with the terms of the Principal Shareholders Agreement and
the articles;

(d) any purchase, redemption or other acquisition by Cara of any Multiple Voting Shares or Subordinate
Voting Shares or other securities issued by Cara, except pursuant to a normal course issuer bid;

(e) any material change in Cara’s share capital structure;

(f) the appointment, removal or replacement of the Chief Executive Officer; or

(g) any amendment to or modification of Cara’s dividend policy.

Not less than five (5) business days and not more than fifteen (15) business days following the Deadlock, the
Fairfax Group Shareholders may give to the Phelan Group Shareholders’ representative notice of the intention
to nominate an additional Director. The nominee will be required to provide the biographical and other
information, and will be subject to the review process, that is applied to board nominees generally, as set out
above, and an alternative nominee may be proposed if approval of the Governance, Compensation and
Nominating Committee is not obtained.

Any such special nominee who is appointed as a director will hold office only until the end of the meeting of
shareholders at which a full slate of directors is elected after the board has resolved the Deadlock.

Special Approval Matters

So long as each Shareholder Group beneficially owns, directly or indirectly, at least 50% of the number of
Multiple Voting Shares that it owned at Closing, the prior written consent of each Shareholder Group will be
required for the approval of any of the following actions:

(a) the sale of all or substantially all of the assets of Cara or any material subsidiary; or

(b) any share sale, amalgamation, merger, arrangement, consolidation, recapitalization or other
transaction that would result in a change of Control of Cara or any material subsidiary.

For this purpose, ‘‘Control’’ means:

(a) when applied to the relationship between a person and a body corporate, the beneficial ownership by
such person at the relevant time of shares of such body corporate carrying more than the greater of
(i) 50% of the voting rights ordinarily exercisable at meetings of shareholders of such body corporate
and (ii) the percentage of voting rights ordinarily exercisable at meetings of shareholders of such body
corporate that are sufficient to elect a majority of the directors of such body corporate; and

(b) when applied to the relationship between a person and a partnership, joint venture or trust, the
beneficial ownership by such person at the relevant time of more than 50% of the ownership interests
of the partnership, joint venture or trust in circumstances where it can reasonably be expected that such
person directs the affairs of the partnership, joint venture or trust.
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Transfer Restrictions and Sale Procedures

Each member of a Shareholder Group may only deal with Multiple Voting Shares in accordance with the
Principal Shareholders Agreement. Transfers to an Affiliate of a holder of Multiple Voting Shares (including, for
this purpose, a Related Entity of a Phelan Group Shareholder) are permitted, provided that the transferee
agrees in writing to be bound by the Principal Shareholders Agreement, and the transferring shareholder
guarantees the performance of its Affiliate’s obligations under the agreement. Multiple Voting Shares may also
be transferred to existing holders of Multiple Voting Shares.

Rights of First Offer

Any holder of Multiple Voting Shares (an ‘‘Offeror’’) who proposes to sell to any person, other than a
Fairfax Group Shareholder or a Phelan Group Shareholder (a ‘‘Third Party’’), any of the Multiple Voting Shares
(or Subordinate Voting Shares into which such Multiple Voting Shares are convertible) that the Offeror owns
must give notice of the proposed sale (the ‘‘First Offer Notice’’) to the Shareholder Group of which the Offeror
is not a member (the ‘‘Offeree Group’’). The First Offer Notice will set out the number of Multiple Voting
Shares (or Subordinate Voting Shares into which such Multiple Voting Shares are convertible) that the Offeror
proposes to sell (the ‘‘Offered Shares’’) and the price at which (the ‘‘Purchase Price’’) and the other terms upon
which the Offeror proposes to sell the Offered Shares. The Offered Shares may not be offered for sale together
with or in conjunction with other assets and the Purchase Price must be payable in money and not in any other
form of property. Upon the First Offer Notice being given, the Offeree Group will have the right to purchase all,
but not less than all, of the Offered Shares for the Purchase Price. The shareholders who are members of the
Offeree Group (each, an ‘‘Offeree’’) may purchase the Offered Shares in any combination in their discretion.
However, this right of first offer shall not apply in respect of the sale of Subordinate Voting Shares representing
less than 1% in the aggregate of the number of outstanding Multiple Voting Shares and Subordinate Voting
Shares, and each shareholder shall be entitled to make such sales without restriction subject to applicable
securities laws.

If the Offeree Group wishes to purchase all, but not less than all of the Offered Shares, the Offeree Group
shall give notice of its intention to do so within ten (10) business days of receipt of the First Offer Notice or such
longer period as provided for in the First Offer Notice. If no such notice is given, the Offeree Group shall no
longer have any right to acquire the Offered Shares, and the Offeror will have 180 days to convert the Offered
Shares into Subordinate Voting Shares (the ‘‘Converted Offered Shares’’) in accordance with the articles and
complete a sale of the Converted Offered Shares to one or more Third Parties, including a sale by way of a
public offering, at a price per share no lower than the Purchase Price offered to the Offeree Group.

Demand Registration Right

If a holder of Multiple Voting Shares is entitled to sell to one or more Third Parties any Subordinate Voting
Shares as permitted by the Principal Shareholders Agreement, such Shareholder (the ‘‘Selling Shareholder’’)
may, by written notice (the ‘‘Demand Notice’’), require Cara to prepare and file the necessary offering
documents with one or more securities regulatory authorities to qualify securities of Cara for distribution in one
or more jurisdictions (a ‘‘Demand Registration’’), as determined by the board, and Cara will otherwise take all
actions as may be necessary or desirable in order to effect a public offering of the Subordinate Voting Shares by
the Selling Shareholder (a ‘‘Secondary Offering’’). The underwriters for the Secondary Offering will be selected
by Cara in consultation with the Selling Shareholder.

Cara may participate in a proposed Secondary Offering by selling Subordinate Voting Shares from treasury
if the underwriters of the Secondary Offering are of the view that to do so would facilitate the offering.
Notwithstanding any Demand Notice, Cara will be entitled to postpone the filing of any offering document for
up to 90 days from the date of such Demand Notice if, in the good faith judgment of the Board, the requested
Secondary Offering could reasonably be expected to adversely affect Cara.

In connection with a Secondary Offering, Cara will provide registration rights which are customary for a
Secondary Offering to the Selling Shareholder, including with regard to indemnification by Cara of the Selling
Shareholder, certain expense payments and reimbursements and undertakings by the Corporation in connection
with the Secondary Offering. All reasonable expenses incurred by Cara and the Selling Shareholder in
connection with the Secondary Offering, including all registration, qualification and filing fees and underwriting
fees, shall be borne by the Selling Shareholder in proportion to the amount the gross proceeds received by the
Selling Shareholder bear to the total gross proceeds of the Secondary Offering.
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Cara shall not be obliged to effect more than three Demand Registrations in any 12 month period. No
holder of Multiple Voting Shares shall be permitted to exercise its Demand Registration rights prior to 180 days
following Closing and in any event more than once in any 180 day period.

Automatic Conversion of Multiple Voting Shares into Subordinate Voting Shares

All Multiple Voting Shares held directly or indirectly by the Phelan Group Shareholders will convert,
without any further action on the part of the Company or the holder of such shares, into Subordinate Voting
Shares on the date on which the Phelan Group Shareholders (see ‘‘Shareholder Groups’’) beneficially own,
directly or indirectly and in the aggregate, less than 50% of the number of Multiple Voting Shares held by them
at Closing (anticipated to be 8,746,452 Multiple Voting Shares) (subject to adjustment in the case of share splits,
consolidations or similar changes affecting the number of Multiple Voting Shares).

All Multiple Voting Shares will convert, without any further action on the part of the Company or the
holder of such shares, into Subordinate Voting Shares on the date on which the Fairfax Group Shareholders
(see ‘‘Shareholder Groups’’) beneficially own, directly or indirectly and in the aggregate, less than 50% of the
number of Multiple Voting Shares held by them at Closing (anticipated to be 9,951,688 Multiple Voting Shares)
(subject to adjustment in the case of share splits, consolidations or similar changes affecting the number of
Multiple Voting Shares).

Term

The Principal Shareholders Agreement will terminate on the earlier of:

(a) the date on which one shareholder (together with its Affiliates) holds all the outstanding Multiple
Voting Shares and Subordinate Voting Shares;

(b) the date on which the agreement is terminated by written agreement of all the holders of Multiple
Voting Shares;

(c) the date on which all Multiple Voting Shares beneficially owned, directly or indirectly by either
Shareholder Group are converted into Subordinate Voting Shares;

(d) the dissolution or liquidation of Cara; or

(e) the date on which either of the events described under ‘‘Automatic Conversion of Multiple Voting
Shares into Subordinate Voting Shares’’ occurs.

Shared Services Agreement

Cara and Fairfax are parties to a shared services and purchasing arrangements agreement that was entered
into concurrent with the Fairfax investment and the sale of Prime to Cara on October 31, 2013, which will be
amended and restated on closing of the Offering (the ‘‘Shared Services Agreement’’). The purpose of the
agreement is to facilitate the development of shared services and common purchasing arrangements that would
provide competitively priced goods and services to Cara and its franchisees, leveraging Cara’s scale, its
relationship with Fairfax, and Fairfax’s relationship with other Canadian casual dining and pub operators,
managers and franchisors (‘‘Fairfax Associated Restaurants’’).

Under the Shared Services Agreement, Fairfax is authorized to enter into negotiations on behalf of Cara
and Fairfax Associated Restaurants to source shared services and purchasing arrangements for any aspect of
Cara’s operations, including food and beverages, information technology, payment processing, marketing and
advertising or other logistics (each, a ‘‘Shared Services and Purchasing Arrangement’’). If Cara is interested in
participating in a particular Shared Services and Purchasing Arrangement, it will provide Fairfax with
information about Cara’s requirements and other specified purchasing criteria, and its existing arrangements for
the services or products concerned. Based on this information, Cara and Fairfax will engage in exclusive
discussions to determine whether the particular Shared Services and Purchasing Arrangement can be developed
on a basis that meets Cara’s purchasing criteria.
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If Fairfax determines that it can develop a Shared Services and Purchasing Agreement that will be
advantageous to Cara and satisfy Cara’s purchasing criteria (including Cara’s purchasing commitments under its
franchise agreements), it will provide the relevant details of the arrangement to Cara together with an
assessment of the ‘‘Net Savings’’ that could be achieved by Cara from the arrangements. If Cara and Fairfax
agree, acting reasonably, that the proposed Shared Services and Purchasing Arrangement will satisfy Cara’s
purchasing objectives and criteria, then Cara will participate in the arrangement as negotiated by Fairfax and will
cooperate in the negotiation and implementation of a definitive agreement. During the term of any agreement
relating to a Shared Services and Purchasing Arrangement, Fairfax will provide periodic reports to Cara on the
terms of the agreement and any Net Savings. For purposes of the Shared Services Agreement, the Net Savings
will be determined jointly by Cara and Fairfax. In calculating the amount of Net Savings, Cara’s contribution will
be the amount of the net incremental synergies generated by Cara above and beyond the baseline that Cara has,
or could have, generated from its own business, alone or in combination with its subsidiaries. The amount of the
Net Savings will be distributed between Fairfax, which will be paid 50% of the Net Savings, and those Fairfax
Associated Restaurants (including Cara, if applicable) participating in the applicable Shared Services and
Purchasing Arrangement, which will each be paid out of the remaining 50% of the Net Savings based on their
respective proportionate contributions to the Net Savings, based on volume or other factors determined by
Fairfax.

The Shared Services Agreement also provides that Fairfax may own or acquire a financial or other interest
(including royalty or other compensation arrangements) in relation to other Canadian casual dining and pub
operators, managers and franchisors (each, an ‘‘Alternative Investment’’). However, if Cara management
intends to pursue an Alternative Investment, it will provide notice of that initiative to Fairfax, and Fairfax will
not, directly or indirectly, compete with Cara in respect of that Alternative Investment (including by way of
financing a third party). If Fairfax is already engaged in negotiations with respect to the Alternative Investment
at the time it receives notice from Cara, then Cara and Fairfax will mutually agree on which entity will proceed
with respect to the proposed Alternative Investment. If either Cara or Fairfax discontinues its negotiations in
relation to an Alternative Investment, it will notify the other, who will then be entitled to pursue the Alternative
Investment. In addition, the foregoing shall not restrict Fairfax from trading, strictly for portfolio purposes and
as a passive investor, not more than 20% of the issued and outstanding shares of a corporation in competition
with the Corporation, the shares of which are listed on a recognized stock exchange.

The Shared Services Agreement will continue until such time as Fairfax owns less than 50% of the Multiple
Voting Shares held by Fairfax at Closing. Any specific Shared Services and Purchasing Arrangement will be
subject to review and approval by Cara’s management and Board, including in accordance with securities laws
that are applicable to transactions entered into between Cara and Fairfax, as a ‘‘related party’’ of Cara.

Prime Holdings Agreement

Fairfax and the Prime Shareholders are party to an agreement (the ‘‘Prime Holdings Agreement’’) that was
entered into concurrent with the Fairfax investment and the sale of Prime to Cara on October 31, 2013. The
Prime Holdings Agreement gives Fairfax power of attorney over the Class A Preferred shares and Warrants that
are currently held by the Prime Shareholders (the ‘‘Prime Holdings’’), including the right to vote the shares and
exercise all other rights as a holder of those shares. The Prime Holdings Agreement also gives Fairfax the right
to purchase, and the Prime Shareholders the right to sell, the Prime Holdings at specified prices in certain
circumstances. Upon the occurrence of bankruptcy or other specified triggering events in respect of a Prime
Shareholder, its Prime Holdings are required to be sold to Fairfax. The Prime Agreement will terminate on
Closing, and Fairfax will not exercise voting or other rights in respect of the Subordinate Voting Shares held by
the Prime Shareholders after Closing.

DESCRIPTION OF MATERIAL INDEBTEDNESS AND REFINANCING

New Credit Facility

Concurrent with Closing, the Company expects to enter into a further amended and restated credit
agreement with certain members of its current syndicate of lenders (the ‘‘New Credit Facility’’). Entry into the
New Credit Facility will be conditional upon the completion of the Offering and the application of the net
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proceeds to repay amounts outstanding under the Existing Credit Facility described below. See ‘‘Use of
Proceeds’’. The New Credit Facility will be comprised of revolving credit of $150 million with a $50 million
accordion feature, maturing in June 2019. Immediately following Closing, it is expected that $71.0 million will be
outstanding under the New Credit Facility. See ‘‘Consolidated Capitalization’’.

The New Credit Facility will bear interest at the effective bankers’ acceptance rate and/or prime rate plus a
spread based on the Company’s leverage ratio measured at Closing and then at the end of each fiscal quarter
post-Closing. A commitment fee will be payable on the unused portion of the New Credit Facility, based on the
Company’s leverage ratio measured at Closing and then at the end of each fiscal quarter post-Closing. The
Company will be permitted to voluntarily prepay amounts drawn under the New Credit Facility, in whole or in
part, subject to minimum amounts and notice periods.

The New Credit Facility will contain restrictive covenants customary for credit facilities of this nature,
including restrictions on the Company’s and its subsidiaries’ ability to merge and consolidate with other
companies, incur indebtedness, grant liens or security interests on assets, make acquisitions, loans, advances or
investments, sell or otherwise transfer assets, enter into transactions with affiliates or change the Company’s line
of business, subject to certain exceptions. Financial covenants will include funded net debt to EBITDA and fixed
charge coverage ratios. The Company will be permitted to make distributions so long as no event of default has
occurred or would result from the payment. The New Credit Facility will also include representations and
warranties and events of default customary for credit facilities of this nature. In particular, the New Credit
Facility will provide for an event of default if any person other than Cara Holdings and/or Fairfax owns or
controls a majority of the votes attaching to the Company’s outstanding shares.

The New Credit Facility will be guaranteed by each of the Company’s direct and indirect wholly-owned
subsidiaries (excluding any inactive subsidiaries) which, collectively with the Company, have annual System Sales
or EBITDA of at least 90% of the Company’s consolidated annual System Sales and EBITDA, respectively (as
defined in the New Credit Facility), and any individual subsidiary that has annual System Sales or EBITDA in
excess of 5% of the Company’s consolidated System Sales or EBITDA (collectively, the ‘‘New Credit Facility
Guarantors’’). The Company will provide, and any New Credit Facility Guarantor will provide, a first-ranking
security interest over their current and future tangible and intangible assets (subject to permitted liens) to secure
the obligations under the New Credit Facility, including a pledge of 100% of the stock or ownership interest in
all subsidiaries owned by the Company and the New Credit Facility Guarantors. A $750 million fixed and
floating debenture in favour of the collateral agent for the lenders, on all present and future assets of the
Company, will be pledged as collateral for the New Credit Facility.

Existing Credit Facility

On October 31, 2013, concurrent with the Fairfax investment and the Company’s acquisition of Prime, the
Company amended and extended its then-existing credit facility pursuant to a second amended and restated
credit agreement with a syndicate of lenders including affiliates of Scotia, BMO, RBC, CIBC and TD
(the ‘‘Existing Credit Facility’’). The Existing Credit Facility is comprised of revolving credit in the amount of
$195 million plus a $5 million accordion feature and $85 million term credit, maturing on October 31, 2017. As
at March 31, 2015, the aggregate amount outstanding under the Existing Credit Facility was approximately
$256.1 million. The Company is in compliance with all covenants contained in the Existing Credit Facility, and
no breach of such facility has occurred or been waived.

The Existing Credit Facility provides for guarantees by each of the Company’s direct and indirect wholly-
owned subsidiaries (excluding any inactive subsidiaries) which, collectively with the Company, have annual
System Sales or EBITDA of at least 90% of the Company’s consolidated annual System Sales or EBITDA (as
defined in the Existing Credit Facility), and any individual or subsidiary that has annual System Sales or
EBITDA in excess of 5% of the Company’s consolidated System Sales or EBITDA (collectively, the ‘‘Credit
Facility Guarantors’’). The Company has provided, and any Credit Facility Guarantor will provide, a first-ranking
security interest over their current and future tangible and intangible assets (subject to permitted liens) to secure
the obligations under the Existing Credit Facility, including a pledge of 100% of the stock or ownership interest
in all subsidiaries owned by the Company and the Credit Facility Guarantors. A $750 million fixed and floating
debenture in favour of the collateral agent for the lenders, on all present and future assets of the Company, has
been pledged as collateral for the Existing Credit Facility.
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CONSOLIDATED CAPITALIZATION

The following table sets forth the Company’s consolidated capitalization as at December 30, 2014, both
before and after giving effect to, among other things, the Offering, the Pre-Closing Capital Changes and the
repayment of indebtedness under Cara’s term credit facility with the net proceeds of the Offering but without
giving effect to the exercise of the Over-Allotment Option. This table is presented and should be read in
conjunction with the Company’s financial statements and the related notes included elsewhere in this prospectus
and with the information set forth under ‘‘Selected Consolidated Financial Information’’, ‘‘Management’s
Discussion and Analysis of Financial Condition and Results of Operations’’, ‘‘Use of Proceeds’’ and
‘‘Description of Share Capital — Pre-Closing Capital Changes’’.

Adjusted for Pre-Closing
As at Capital Changes and

(C$ millions unless otherwise stated) December 30, 2014 the Offering(1) (2)

Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3.8 $ 3.8

Total Long-term debt:
Term credit facility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 231.0 $ 45.9
Subordinated Debentures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25.6 $ 0.0(2)

Finance leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22.4 $ 22.4
Assumed debt obligation from acquisition . . . . . . . . . . . . . . . . . . $ 1.8 $ 1.8
Less: Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (2.5) $ (0.3)(3) (4)

Total Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 278.4 $ 69.9

Preferred Shares
Class A Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 85.9 $ 0.0(2)

Class B Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 51.6 $ 0.0(2)

Less: Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1.9) $ 0.0(5)

$ 135.5 $ 0.0

Shareholders’ Equity
Common share capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29.3 $ 396.2(2) (6)

Warrant certificates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18.5 $ 0.0(2)

Contributed surplus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.2 $ 7.2
Retained earnings (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(308.0) $(312.4)(4) (5)

Total Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(253.1) $ 91.0
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15.0 $ 15.0

Total Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(238.0) $ 106.0

Total Capitalization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 175.9 $ 175.9

(1) Pro forma for the Offering and the associated use of proceeds contemplated herein, based on $200.1 million of gross proceeds from
the Offering, $10.0 million of Underwriters’ commission and $5.0 million of other expenses (which includes $0.3 million related to the
New Credit Facility), as well as the Pre-Closing Capital Changes. See ‘‘Use of Proceeds’’ and ‘‘Description of Share Capital —
Pre-Closing Capital Changes’’.

(2) All of the issued and outstanding Class A Preferred Shares, Class B Preferred Shares and the Subordinated Debentures will be
tendered for conversion with warrants to acquire common shares immediately before the Closing. These common shares will then be
converted into Multiple Voting Shares. Immediately after completion of the Pre-Closing Capital Changes and the Offering (assuming
no exercise of the Over-Allotment Option), there will be 37,396,284 Multiple Voting Shares outstanding. The amounts included in the
table also do not include any Subordinate Voting Shares issuable upon the exercise of options under the Company’s Legacy CEO
Share Option Plan, Legacy DSOP and Legacy Share Option Plan.

(3) As adjusted to give effect to the $0.3 million of financing costs related to the New Credit Facility. See ‘‘Description of Material
Indebtedness and Refinancing’’.

(4) As adjusted to give effect to the write-off of $2.5 million of financing costs related to the term credit facility and Subordinated
Debentures.

(5) As adjusted to give effect to the write-off of $1.9 million of financing costs related to the Class A and Class B Preferred Shares.

(6) $200.1 million gross proceeds from the Offering less $10.0 million of Underwriters’ commission and $5.0 million of other expenses
(which includes $0.3 million related to the New Credit Facility).
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OPTIONS TO PURCHASE SECURITIES
The following table shows the aggregate number of options to purchase Shares following the Pre-Closing

Capital Changes:
Number of Options(1) Exercise Price Expiration Date

All executive officers and past executive
officers of the Company, and all
directors and past directors of the
Company, as a group . . . . . . . . . . . . . 2,909,858 $ 8.51 October 2021 – December 2022

93,470 $ 8.51(2) January 2022 – December 2022
1,161,290 $ 0.01 October 2021 – October 2022

All other employees and past employees
of the Company, as a group . . . . . . . . 182,692 $ 8.51 January 2022 – December 2022

379,721 $ 8.51(2) January 2022 – December 2022
17,304 $23.00(3) December 2022

Notes:
(1) The number of options and exercise price have been adjusted to give effect to the consolidation of shares at a rate of one Subordinate

Voting Share for every 2.79 Subordinate Voting Shares as part of the Pre-Closing Capital Changes.
(2) On September 18, 2014 and October 16, 2014 at meetings of Cara’s Leadership Team (collectively the ‘‘CLT Meetings’’), the Company

communicated to eligible employees that these options would be granted with an exercise price of $3.05 ($8.51 following the
Pre-Closing Capital Changes). The grant of options were submitted to the Board at the August 15, 2014 Board meeting, the CEO
exercised his authority to communicate the grant of such options at the CLT Meetings and the grants were ratified by the Board at the
December 4, 2014 Board meeting.

(3) 48,279 options (17,304 options following the Pre-Closing Capital Changes) granted to two senior executives of The Landing Group
(in connection with the Company’s acquisition of The Landing Group) will be amended to reflect an exercise price that is equal to the
Offering Price. The Company is considering providing additional compensation to such individuals, and the aggregate value of such
additional compensation is expected to be approximately $250,000.

For a description of the Company’s incentive plans, see ‘‘Executive Compensation — Principal Elements of
Compensation — Long-Term incentives’’.

PRIOR ISSUANCES
The Company has not issued any Subordinate Voting Shares, or any securities convertible into or

exchangeable for such shares in the 12 months preceding the date of this prospectus, other than:
• on June 15, 2014, 929,665 Class A Preferred Shares were issued as payment-in-kind in satisfaction of cash

dividend payment obligations with a redemption price of $3.05;
• on June 15, 2014, 882,954 Class B Preferred Shares were issued as payment-in-kind in satisfaction of cash

dividend payment obligations with a redemption price of $3.05;
• on June 15, 2014, 929,665 6% Preferred A Warrants were issued as payment-in-kind in satisfaction of

cash dividend payment obligations with an exercise price of $3.05;
• on June 15, 2014, 822,954 10% Preferred B Warrants were issued as payment-in-kind in satisfaction of

cash dividend payment obligations with an exercise price of $3.05;
• on June 30, 2014, 367,875 Subordinated Debt Warrants were issued as payment-in-kind in satisfaction of

the Company’s interest payment obligations under the terms of its Subordinated Debentures with an
exericise price of $3.05;

• on September 8, 2014, options to purchase an aggregate of 600,000 Non-voting Common Shares were
granted as an employment inducement for a new hire with an exercise price of $3.05 per share;

• on November 1, 2014, an aggregate of 60,000 options to purchase Non-voting Common Shares were
granted under the Legacy DSOP with an exercise price of $0.01 per Non-voting Common Share;

• on December 4, 2014, options to purchase an aggregate of 1,325,203 Non-voting Common Shares were
granted under the Legacy Share Option Plan with an exercise price of $3.05 per share; and

• on December 18, 2014, an aggregate of 48,279 options to purchase Non-voting Common Shares were
granted as an employment inducement for two employees of The Landing Group with an exercise price
that will be amended to the Offering Price.

See ‘‘Pre-Closing Capital Changes’’ for a description of the shares of the Company to be converted and/or issued
prior to Closing pursuant to the Pre-Closing Capital Changes.
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DIRECTORS AND MANAGEMENT OF THE COMPANY

Directors and Executive Officers

At Closing, the Board will consist of six Directors, three of whom are nominees of Fairfax Group
Shareholders and three of whom are nominees of the Phelan Group Shareholders. The Directors will be elected
by shareholders at each annual meeting of the Company’s shareholders, and all Directors will hold office for a
term expiring at the close of the next annual meeting or until their respective successors are elected or appointed
and will be eligible for re-election or re-appointment. The nominees for election by shareholders as Directors
will be determined by the Governance, Compensation and Nominating Committee in accordance with the
provisions of applicable corporate law, the Principal Shareholders Agreement and the charter of the
Governance, Compensation and Nominating Committee.

The following table sets forth information regarding the Directors and executive officers of the Company:

Name, Province and
Country of Residence Position/Title Independent Principal Occupation(1)

William D. Gregson(2)(8) . . . . . . . Director, Chair and Chief No Chair and Chief Executive
Calgary, Alberta, Canada Executive Officer Officer of the Company

Stephen K. Gunn(3)(9) . . . . . . . . Director Yes Co-Founder and Chair of
Toronto, Ontario, Canada Sleep Country Canada Inc.

Christopher D. Hodgson(8)(10) . . . Director Yes President, Ontario Mining
Markham, Ontario, Canada Association

Michael J. Norris(5)(9) . . . . . . . . . Director Yes Corporate Director
Calgary, Alberta, Canada

John A. Rothschild(4)(6)(8) . . . . . . Director No Corporate Director
Toronto, Ontario, Canada

Sean Regan(7)(9) . . . . . . . . . . . . Director No President of Cara Holdings
Toronto, Ontario, Canada

Kenneth J. Grondin . . . . . . . . . Chief Financial Officer N/A Chief Financial Officer of the
Oakville, Ontario, Canada Company

Kenneth Otto . . . . . . . . . . . . . . President, Family Dining N/A President, Family Dining
Toronto, Ontario, Canada Division & Chief Development Division & Chief Development

Officer Officer of the Company

Grant Cobb . . . . . . . . . . . . . . . Sr. Vice President, Casual Dining N/A Sr. Vice President, Casual Dining
Burlington, Ontario, Canada Division Division of the Company

Mark Findlay . . . . . . . . . . . . . . Sr. Vice President, Premium N/A Sr. Vice President, Premium
Toronto, Ontario, Canada Dining Division Dining Division of the Company

Notes:

(1) See ‘‘— Biographical Information Regarding the Directors and Executive Officers of the Company’’ for the five year history of each
director and executive officer.

(2) Mr. Gregson is considered a non-Independent Director as he is the Chief Executive Officer of the Company.

(3) Chair of the Audit Committee.

(4) Chair of the Governance, Compensation and Nominating Committee.

(5) Member of the Audit Committee.

(6) Mr. Rothschild is considered a non-Independent Director as he was an employee or executive officer of the Company within the past
three years.

(7) Mr. Regan is considered a non-Independent Director as he was an employee or executive officer of the Company within the past three
years. Mr. Regan will be appointed as a director at Closing and will not be liable as a director under this prospectus.

(8) Fairfax nominee.

(9) Cara Holdings nominee.

(10) Mr. Hodgson will be appointed as a director at Closing and will not be liable as a director under this prospectus.
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The Board of Directors

At Closing, the Board will consist of six Directors, three of whom (Messrs. Gunn, Hodgson and Norris) are
considered ‘‘independent’’ under Canadian securities laws. Messrs. Gregson, Rothschild and Regan are not
considered to be ‘‘independent’’ within the meaning of applicable securities law as a result of their respective
relationships with the Company — Mr. Gregson as a result of his position as Chief Executive Officer of the
Company and Messrs. Rothschild and Regan as a result of their previous employment with the Company.

Pursuant to National Instrument 52-110 — Audit Committees, as amended from time to time (‘‘NI 52-110’’),
an Independent Director is one who is free from any direct or indirect relationship which could, in the view of
the Board, be reasonably expected to interfere with a director’s independent judgment. Despite the fact that a
majority of the Directors will not be ‘‘independent’’, the Board believes that it facilitates independent judgment
in carrying out its responsibilities and will continue to do so following Closing. To enhance such independent
judgment, the independent members of the board may meet in the absence of members of management and the
non-Independent Directors. Open and candid discussion among the Independent Directors is facilitated by the
small size of the board and great weight is attributed to the views and opinions of the Independent Directors. In
addition, while not considered independent by definition as a result of their previous employment with the
Company, Mr. Rothschild and Mr. Regan are not currently members of management, are responsible to the
directors as a whole and have a duty of care to the Company. The Board therefore believes that each of
Messrs. Rothschild and Regan will be able to each exercise their judgment independent of management, despite
the fact that they fail to meet the stringent test for ‘‘independence’’. The Board has not appointed an
independent Chair or each Independent Director. However, the Chair of the Board is responsible for ensuring
that the Directors who are independent of management have opportunities to meet without management
present. Discussions are led by an Independent Director who provides feedback subsequently to the Chair of the
Board. All Independent Directors are encouraged by the Chair of the Board to have open and candid
discussions with the Chair and other members of the Board. Members of the Company’s Board are also
members of the boards of other public companies. See ‘‘Directors and Management of the Company —
Biographical Information Regarding the Directors and Executive Officers of the Company’’.

The mandate of the Board, substantially in the form set out under Appendix A to this prospectus, is to
provide governance and stewardship to the Company and its business. In fulfilling its mandate, the Board has
adopted a written charter setting out its responsibility for, among other things, (i) participating in the
development of and approving a strategic plan for the Company; (ii) supervising the activities and managing the
affairs of the Company; (iii) approving major decisions regarding the Company; (iv) defining the roles and
responsibilities of management and delegating management authority to the Chief Executive Officer;
(v) reviewing and approving the business objectives to be met by management; (vi) assessing the performance of
and overseeing management; (vii) reviewing the Company’s debt strategy; (viii) identifying and managing risk
exposure; (ix) ensuring the integrity and adequacy of the Company’s internal controls and management
information systems; (x) succession planning; (xi) establishing committees of the Board, where required or
prudent, and defining their mandate; (xii) maintaining records and providing reports to shareholders;
(xiii) ensuring effective and adequate communication with shareholders, other stakeholders and the public;
(xiv) determining the amount and timing of dividends, if any, to shareholders; and (xv) monitoring the social
responsibility, integrity and ethics of the Company.

The Board has adopted a written position description for the Chair of the Board, which sets out the Chair’s
key responsibilities, including, as applicable, duties relating to setting Board meeting agendas, chairing Board
and shareholder meetings, Director development and communicating with shareholders and regulators. The
Board has also adopted a written position description for each of the committee chairs which sets out each of the
committee chair’s key responsibilities, including duties relating to setting committee meeting agendas, chairing
committee meetings and working with the respective committee and management to ensure, to the greatest
extent possible, the effective functioning of the committee.

The Board has also adopted written position descriptions for the Chief Executive Officer which sets out the
key responsibilities of the Chief Executive Officer. The primary functions of the Chief Executive Officer will be
to lead management of the business and affairs of the Company, to lead the implementation of the resolutions
and the policies of the Board, to supervise day to day management and to communicate with shareholders and
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regulators. The Board has also developed a mandate for the Chief Executive Officer setting out key
responsibilities, including duties relating to the Company’s strategic planning and operational direction, Board
interaction, succession planning and communication with shareholders. The Chief Executive Officer mandate
will be considered by the Board for approval annually.

The Company has also adopted a written code of conduct (the ‘‘Code of Conduct’’) that applies to all
Directors, officers, and management of the Company and its subsidiaries. The objective of the Code of Conduct
is to provide guidelines for maintaining the integrity, reputation, honesty, objectivity and impartiality of the
Company and its subsidiaries. The Code of Conduct addresses conflicts of interest, protection of the Company’s
assets, confidentiality, fair dealing with securityholders, competitors and employees, insider trading, compliance
with laws and reporting any illegal or unethical behaviour. As part of the Code of Conduct, any person subject to
the Code of Conduct is required to avoid or fully disclose interests or relationships that are harmful or
detrimental to the Company’s best interests or that may give rise to real, potential or the appearance of conflicts
of interest. The Board will have ultimate responsibility for the stewardship of the Code of Conduct and it will
monitor compliance through the Governance, Compensation and Nominating Committee. Employees and
Directors will be required to annually certify that they have not violated the Code of Conduct. The Code of
Conduct will be filed with the Canadian securities regulatory authorities on SEDAR.

The Company does not impose term limits on its directors as it takes the view that term limits are an
arbitrary mechanism for removing directors which can result in valuable, experienced directors being forced to
leave the Board solely because of length of service. Instead, the Company believes that directors should be
assessed based on their ability to continue to make a meaningful contribution. The Company’s annual
performance review of directors assesses the strengths and weaknesses of directors and, in its view, is a more
meaningful way to evaluate the performance of directors and to make determinations about whether a director
should be removed due to under-performance.

Biographical Information Regarding the Directors and Executive Officers of the Company

William D. Gregson (56) — Mr. Gregson is the Chief Executive Officer of the Company, a position he has held
since October, 2013 and will be the Chair of the Board as of Closing. Mr. Gregson served as the Executive Chair
of the board of directors of The Brick from January, 2012 until March, 2013. Mr. Gregson was appointed
President and Chief Executive Officer of The Brick Warehouse LP on July 10, 2009 and held that office until
December 31, 2011. Prior to that, Mr. Gregson was the President and Chief Operating Officer of Forzani, where
he worked for 11 years. Mr. Gregson is also a Director of Shop.ca Network Inc., Keg Restaurants Ltd. and a
former Director of MEGA Brands Inc. He has a long and distinguished track record of over 30 years in retail
operations. Mr. Gregson holds a Bachelor of Commerce degree from the University of Toronto.

Stephen K. Gunn (60) — Mr. Gunn is the Chair of Sleep Country Canada Inc., a position he has held since
1997. He co-founded Sleep Country Canada in 1994 and served as its Chief Executive Officer from 1997 to 2014.
Mr. Gunn was a management consultant with McKinsey & Company from 1981 to 1987 and then co-founded
and was President of Kenrick Capital. Mr. Gunn has served as the Lead Director of Dollarama Inc. since 2009.
He is also a Director of Golfsmith International Holdings GP Inc. and Mastermind Toys. Mr. Gunn holds a
Master of Business Administration from the University of Western Ontario and a B.Sc. degree in Electrical
Engineering from Queen’s University.

Christopher D. Hodgson (53) — Mr. Hodgson is the President of the Ontario Mining Association, President of
Chris Hodgson Enterprises and a board member for Fairfax India Holding Corp. He previously served as Lead
Director for The Brick. He entered provincial politics in 1994 as the MPP for Haliburton-Victoria-Brock and,
following the 1995 and 1999 general elections, was appointed to the Ontario Cabinet. Mr. Hodgson served as
Minister of Natural Resources, Minister of Northern Development and Mines, Chairman of the Management
Board of Cabinet, Commissioner of the Board of Internal Economy, and Minister of Municipal Affairs and
Housing. Previously he enjoyed a career in municipal government and real-estate development and is an
Honours Bachelor of Arts graduate from Trent University. Mr. Hodgson is a resident of Markham, Ontario,
Canada.

Michael J. Norris (61) — Mr. Norris has been a director of the Company since January 2, 2012 and acted as
Interim Chair of the Board from October 31, 2013 to Closing. He was Deputy Chair of RBC Capital Markets
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from 2003 through 2012. Prior to his appointment as Deputy Chair, Mr. Norris, held numerous positions with
RBC Capital Markets, including Head of the Energy Practice from 1992 through 1998 and Head of Global
Investment Banking from 1998 through 2003. He was also a member of RBC in 1987 as an investment banker,
following a successful career with Mobil Oil and Gulf Canada. Mr. Norris currently sits on the boards of a
number of public, private and non-profit organizations.

John A. Rothschild (65) — Mr. Rothschild has been a board member of the Company since October, 2013. He
retired from his position as Senior Vice President, Restaurant Development of the Company in November 2014,
a position he had held since October 2013. Mr. Rothschild was the former Chief Executive Officer of Prime from
1992 to 2014. Mr. Rothschild has been a senior officer and member of the Boards of Directors of Prime’s
predecessors since 1988. From 1979 until 1993, Mr. Rothschild worked for Claridge Inc. (formerly Cemp
Investments Ltd.), rising to become Vice-President of Investments, and then President of one of that company’s
subsidiaries specializing in investing in small to medium sized businesses. Mr. Rothschild also sits on the boards
of directors of several Canadian companies. Mr. Rothschild holds a Bachelor of Arts from the University of
Toronto, a Master of Business Administration from the University of Western Ontario, and is a FCPA/FCA.

Sean Regan (51) — Mr. Regan is the President of Cara Holdings, a position he has held since 2013. Mr. Regan
was most recently Senior Vice President, Corporate Development at the Company in 2013, where he was
responsible for acquisition and partnership opportunities and the Company’s gift card program. Prior to that,
Mr. Regan ran the IT Group including the Call Centre Business at the Company from 2009 to 2013, at which
time he led the Company’s business transformation process to the current cloud computing environment. Prior
to his work at the Company, Mr. Regan was a commercial helicopter pilot operating in British Columbia.
Mr. Regan holds a Master of Business Administration from The Ivey School of Business at The University of
Western Ontario.

Kenneth J. Grondin (52) — Mr. Grondin is the Chief Financial Officer of the Company, a position he has held
since October 2013. Mr. Grondin served as the Chief Financial Officer and President Financial Operations of
The Brick from August 2011 until April 2013. Mr. Grondin previously held the position of Senior Vice President
and Chief Financial Officer of Parkland Fuel Corporation from 2009 to 2011, Chief Financial Officer and Board
Member with Nygard International from 2001 to 2009 and Partner — Head of Tax Division (Winnipeg) for
Arthur Andersen from 1997 to 2001. Mr. Grondin is a Chartered Accountant, Certified Management
Accountant and a Chartered Business Valuator. Mr. Grondin holds a Masters of Accounting and Bachelor of
Arts (Honours), both from the University of Waterloo. Mr. Grondin leads the finance, information technology,
human resources and legal services departments at the Company.

Kenneth Otto (50) — Mr. Otto is the President, Family Dining Division & Chief Development Officer of the
Company, a position he has held since September 2014. Mr. Otto previously served as Chief Operating Officer
for Boston Pizza from June 2011 to August 2014. Prior to Chief Operating Officer, Mr. Otto held various senior
executive roles with Boston Pizza from June 2004 to May 2011. Mr. Otto previously worked for the Company
from 1998 to 2004, acting as Chief Operating Officer, Airport Terminal Restaurants Division. He has also held
executive positions with Moxie’s Restaurants, and was a consultant to Canada’s hospitality industry with Price
Waterhouse Limited and Pannell Kerr Forster. Mr. Otto holds a Bachelor of Commerce in Hotel and Food
Administration from the University of Guelph. Mr. Otto leads the Company’s Family Dining Division (Swiss
Chalet, Harvey’s, Montana’s and East Side Mario’s) and, as Chief Development Officer, Mr. Otto leads the
franchise development, real estate development, restaurant design and construction and renovation departments
at the Company.

Grant Cobb (54) — Mr. Cobb is Sr. Vice President, Casual Dining Division of the Company, a position he has
held since 2014. Mr. Cobb previously served in various other senior roles at the Company and Prime, including
Sr. Vice President, Brand Management from 2009 to 2014 and Sr. Vice President, Casey’s and Pubs from 2008 to
2009. Prior to joining the Company, Mr. Cobb managed several large food service businesses, including Casey’s
and Pat & Mario’s. Mr. Cobb was one of the primary shareholders at Prime prior to the Company’s acquisition
of Prime in 2013 and has deep experience in food service, franchise relations and restaurant operations.
Mr. Cobb graduated from the Hospitality Program at Centennial College in Toronto.

Mark Findlay (39) — Mr. Findlay is Sr. Vice President, Premium Dining Division of the Company, a position
he has held since September 2014. Mr. Findlay previously served as Chief Operating Officer, Milestones,

99



Montana’s, and Kelsey’s from January 2013 to September 2014. Overall, he has been with the Company for over
7 years. Prior to joining the Company, Mr. Findlay worked as General Manager at Jack Astor’s from 2000 to
2007. Mr. Findlay leads the Premium Dining Division (Milestones) at the Company. Mr. Findlay studied Physics
at the University of Waterloo for two years before attending Conestoga College where he obtained an Ontario
College Diploma in Hospitality Management.

Ownership Interest

Cara’s Directors and executive officers do not currently own any voting securities of Cara, but hold options
exercisable for an aggregate of 4,164,619 Subordinate Voting Shares, representing approximately 8% of the
outstanding Shares on a fully-diluted basis after giving effect to the Offering, assuming no exercise of the
Over-Allotment Option (8% if the Over-Allotment Option is exercised in full). In addition to these options,
after giving effect to the Pre-Closing Capital Changes, but prior to the Closing, the Directors and executive
officers will collectively hold 578,033 Subordinate Voting Shares, representing approximately 1% of the
outstanding Shares after giving effect to the Offering (1% if the Over-Allotment Option is exercised in full).
Mr. Regan, who will be a Director following Closing, is the President of Cara Holdings Limited, which will be a
holder of Multiple Voting Shares. See ‘‘Principal Shareholders’’. No other Director or executive officer of the
Company will beneficially own, or control or direct, directly or indirectly, any Multiple Voting Shares.

Penalties or Sanctions

None of the Directors or executive officers of the Company, and to the best of its knowledge, no
shareholder holding a sufficient number of securities to affect materially the control of the Company, has been
subject to any penalties or sanctions imposed by a court relating to securities legislation or by a securities
regulatory authority or has entered into a settlement agreement with a securities regulatory authority or been
subject to any other penalties or sanctions imposed by a court or regulatory body that would likely be considered
important to a reasonable investor making an investment decision.

Individual Bankruptcies

None of the Directors or executive officers of the Company, and to the best of its knowledge, no
shareholder holding a sufficient number of securities to affect materially the control of the Company, has, within
the 10 years prior to the date of this prospectus, become bankrupt, made a proposal under any legislation
relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, arrangement or
compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of that
individual.

Corporate Cease Trade Orders and Bankruptcies

None of the Directors or executive officers of the Company, and to the best of its knowledge, no
shareholder holding a sufficient number of securities to affect materially the control of the Company is, as at the
date of this prospectus, or has been within the 10 years before the date of this prospectus, (a) a director, chief
executive officer or chief financial officer of any company that was subject to an order that was issued while the
existing or proposed director or executive officer was acting in the capacity as director, chief executive officer or
chief financial officer, or (b) was subject to an order that was issued after the existing or proposed director or
executive officer ceased to be a director, chief executive officer or chief financial officer and which resulted from
an event that occurred while that person was acting in the capacity as director, chief executive officer or chief
financial officer, or (c) a director or executive officer of any company that, while that person was acting in that
capacity, or within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under
any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement
or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets. For the
purposes of this paragraph, ‘‘order’’ means a cease trade order, an order similar to a cease trade order or an
order that denied the relevant company access to any exemption under securities legislation, in each case, that
was in effect for a period of more than 30 consecutive days.
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Committees of the Board

The Board has established two committees: the Audit Committee and the Governance, Compensation and
Nominating Committee. All members of the Audit Committee will be persons determined by the Board to be
Independent Directors. A majority of the members of each committee will be residents of Canada. All members
of the Board are permitted to attend meetings of the Audit Committee and the Governance, Compensation and
Nominating Committee as guests.

Audit Committee

The Audit Committee consists of three Directors, all of whom are persons determined by the Company to
be both Independent Directors and financially literate within the meaning of NI 52-110 and a majority of whom
are residents of Canada. The Audit Committee is comprised of Stephen K. Gunn, who will act as Chair of this
committee, Michael J. Norris and Christopher D. Hodgson. Each of the Audit Committee members has an
understanding of the accounting principles used to prepare financial statements and varied experience as to the
general application of such accounting principles, as well as an understanding of the internal controls and
procedures necessary for financial reporting. For additional details regarding the relevant education and
experience of each member of the Audit Committee, see ‘‘Biographical Information Regarding the Directors
and Executive Officers of the Company’’.

The Board has adopted a written charter for the Audit Committee, in the form set out under Appendix B
to this prospectus, which sets out the Audit Committee’s responsibilities. The Audit Committee’s responsibilities
will include: (i) reviewing the Company’s procedures for internal control with the Company’s auditors and Chief
Financial Officer; (ii) reviewing and approving the engagement of the auditors; (iii) reviewing annual and
quarterly financial statements and all other material continuous disclosure documents, including the Company’s
annual information form and management’s discussion and analysis; (iv) assessing the Company’s financial and
accounting personnel; (v) assessing the Company’s accounting policies; (vi) reviewing the Company’s risk
management procedures; (vii) reviewing any significant transactions outside the Company’s ordinary course of
business and any legal matters that may significantly affect the Company’s financial statements; (viii) overseeing
the work and confirming the independence of the external auditors; and (ix) reviewing, evaluating and approving
the internal control procedures that are implemented and maintained by management. The Board intends to
delegate to the Audit Committee the approval of the Company’s quarterly results, as permitted by applicable
securities legislation.

The Audit Committee will have direct communication channels with the Chief Financial Officer and the
external auditors of the Company to discuss and review such issues as the Audit Committee may deem
appropriate.

External Auditor Service Fee

For Fiscal 2014 and Fiscal 2013, the Company incurred the following fees by its external auditor,
KPMG LLP:

Fiscal year ended Fiscal year ended
December 30, December 31,

2014 2013

Audit Fees(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $320,000 $388,000
Audit Related Fees(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,000 $ 35,000
Tax Fees(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 89,875 $ 36,100
All Other Fees(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,500 $ 10,500

Total Fees Paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $425,375 $469,600

(1) Fees for audit service on an accrued basis

(2) Fees for assurance and related services not included in audit service above.

(3) Fees for tax compliance, tax advice and tax planning.

(4) All other fees not included above.
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Governance, Compensation and Nominating Committee

The Governance, Compensation and Nominating Committee is comprised of three Directors, one of whom
is a person determined by the Board to be an Independent Director and a majority of whom are residents of
Canada, and will be charged with reviewing, overseeing and evaluating the corporate governance, compensation
and nominating policies of the Company. The Governance, Compensation and Nominating Committee is
comprised of John A. Rothschild, who will act as Chair of this committee, Christopher D. Hodgson and
Sean Regan. No member of the Governance, Compensation and Nominating Committee is an officer of the
Company, and as such, the Board feels that the Governance, Compensation and Nominating Committee will be
able to conduct its activities in an objective manner.

The Board has adopted a written charter for the Governance, Compensation and Nominating Committee
setting out its responsibilities for: (i) assessing the effectiveness of the Board, each of its committees and
individual Directors; (ii) overseeing the recruitment and selection of candidates as Directors; (iii) organizing an
orientation and education program for new Directors; (iv) considering and approving proposals by the Directors
to engage outside advisors on behalf of the Board as a whole or on behalf of the Independent Directors;
(v) reviewing and making recommendations to the Board concerning any change in the number of Directors
composing the Board; (vi) considering questions of management succession; (vii) administering any purchase
plan of the Company and any other compensation incentive programs; (viii) assessing the performance of
management of the Company; (ix) reviewing and approving the compensation paid by the Company, if any, to
the officers of the Company; and (x) reviewing and making recommendations to the Board concerning the level
and nature of the compensation payable to Directors and officers of the Company.

Following Closing, it is expected that the Governance, Compensation and Nominating Committee will put
in place an orientation program for new Directors under which a new Director will meet with the Chair of the
Board and members of the executive management team of the Company. It is anticipated that a new Director
will be provided with comprehensive orientation and education as to the nature and operation of the Company
and its business, the role of the Board and its committees, and the contribution that an individual Director is
expected to make. The Governance, Compensation and Nominating Committee will be responsible for
coordinating development programs for continuing Directors to enable the Directors to maintain or enhance
their skills and abilities as Directors as well as ensuring that their knowledge and understanding of the Company
and its business remains current.

The Governance, Compensation and Nominating Committee will be responsible, along with the Chair of
the Board, for establishing and implementing procedures to evaluate the effectiveness of the Board, committees
of the Board and the contributions of individual Board members. The Governance, Compensation and
Nominating Committee will also take reasonable steps to evaluate and assess, on an annual basis, directors’
performance and effectiveness of the Board, Board committees, individual members, the Board Chair and
committee Chairs. The assessment will address, among other things, individual director independence,
individual director and overall Board skills, and individual director financial literacy. The Board will receive and
consider the recommendations from the Governance, Compensation and Nominating Committee regarding the
results of the evaluation of the performance and effectiveness of the Board, Board committees and individual
members.

The Directors believe that the members of the Governance, Compensation and Nominating Committee
individually and collectively possess the requisite knowledge, skill and experience in governance and
compensation matters, including human resource management, executive compensation matters and general
business leadership, to fulfill the committee’s mandate. All members of the Governance, Compensation and
Nominating Committee have substantial knowledge and experience as current and former senior executives of
large and complex organizations and on the boards of other publicly traded entities.

Directors’ and Officers’ Liability Insurance

The directors and officers of the Company and its subsidiaries are covered by directors’ and officers’
liability insurance. Under this insurance coverage, the Company and its subsidiaries will be reimbursed for
insured claims where payments have been made under indemnity provisions on behalf of the Directors and
officers of the Company and its subsidiaries, subject to a deductible for each loss, which will be paid by the
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Company. Individual Directors and officers of the Company and its subsidiaries will also be reimbursed for
insured claims arising during the performance of their duties for which they are not indemnified by the Company
or its subsidiaries. Excluded from insurance coverage are illegal acts, acts which result in personal profit and
certain other acts.

Diversity

The Governance, Compensation and Nominating Committee believes that having a diverse Board and
senior management offers a depth of perspective and enhances Board and management operations. The
Governance, Compensation and Nominating Committee identifies candidates to the Board and management of
the Company that possess skills with the greatest ability to strengthen the Board and management and the
Company is focused on continually increasing diversity within the Company.

The Governance, Compensation and Nominating Committee does not specifically define diversity, but
values diversity of experience, perspective, education, race, gender and national origin as part of its overall
annual evaluation of director nominees for election or re-election as well as candidates for management
positions. Gender and geography are of particular importance to the Company in ensuring diversity within the
Board and management. Recommendations concerning director nominees are, foremost, based on merit and
performance, but diversity is taken into consideration, as it is beneficial that a diversity of backgrounds, views
and experiences be present at the Board and management levels.

The Company attempts to recruit and select board and management candidates that represent both gender
diversity and business understanding and experience. However, the Board does not support fixed percentages
for any selection criteria, as the composition of the Board and management is based on the numerous factors
established by the selection criteria and it is ultimately the skills, experience, character and behavioral qualities
that are most important to determining the value which an individual could bring to the Board or management
of the Company.

At the senior management level of the Company, 24% (13 of the 55) members of Cara’s Leadership Team,
are female. There are currently no female directors. The Company does not have a formal policy on the
representation of women on the Board or senior management of the Company. The Governance, Compensation
and Nominating Committee already takes gender into consideration as part of its overall recruitment and
selection process in respect of its Board and senior management and will continue to do so following Closing.
However, the Board does not believe that quotas or strict rules set forth in a formal policy necessarily result in
the identification or selection of the best candidates. As such, the Company does not see any meaningful value in
adopting a formal policy in this respect at this time as it does not believe that it would further enhance gender
diversity beyond the current recruitment and selection process carried out by the Governance, Compensation
and Nominating Committee.

The Board is mindful of the benefit of diversity on the Board and management of the Company and the
need to maximize the effectiveness of the Board and management and their respective decision-making abilities.
Accordingly, in searches for new directors, the Governance, Compensation and Nominating Committee will
consider the level of female representation and diversity on the Board and management and this will be one of
several factors used in its search process. This will be achieved through continuously monitoring the level of
female representation on the Board and in senior management positions and, where appropriate, recruiting
qualified female candidates as part of the Company’s overall recruitment and selection process to fill Board or
senior management positions, as the need arises, through vacancies, growth or otherwise. Where a qualified
female candidate can offer the Company a unique skill set or perspective (whether by virtue of such candidate’s
gender or otherwise), the Governance, Compensation and Nominating Committee anticipates that it would
typically select such a female candidate over a male candidate. Where the Governance, Compensation and
Nominating Committee believes that a male candidate and a female candidate each offer the Company
substantially the same skill set and perspective, such Committee anticipates that it will consider numerous other
factors beyond gender and the overall level of female representation in deciding the candidate to whom to the
offer will be made.
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EXECUTIVE COMPENSATION

Overview

The following discussion describes the significant elements of the compensation of the Company’s Chief
Executive Officer, Chief Financial Officer, President, Family Dining Division & Chief Development Officer, Sr.
Vice President, Casual Dining Division and Sr. Vice President, Premium Dining Division (collectively, the
‘‘named executive officers’’ or ‘‘NEOs’’), namely:

William D. Gregson, Chief Executive Officer;

Kenneth J. Grondin, Chief Financial Officer;

Kenneth Otto, President, Family Dining Division & Chief Development Officer;

Grant Cobb, Sr. Vice President, Casual Dining Division; and

Mark Findlay, Sr. Vice President, Premium Dining Division.

Compensation Discussion and Analysis

Overview

The Governance, Compensation and Nominating Committee, in consultation with the Chief Executive
Officer, will be responsible for establishing, reviewing and overseeing the compensation policies of the Company
and compensation of the named executive officers. The Company’s executive compensation program is designed
to attract, retain and motivate highly qualified executives while also aligning the interests of the executives with
the Company’s shareholders.

It is anticipated that the Chief Executive Officer will make recommendations to the Governance,
Compensation and Nominating Committee each year with respect to the compensation for NEOs in
consideration of the executive’s performance during the year as well as the performance of the Company. The
Governance, Compensation and Nominating Committee will review the recommendations of the Chief
Executive Officer in determining whether to make a recommendation to the Board or recommend any further
changes to compensation for the executives. In addition, the Governance, Compensation and Nominating
Committee will annually review and make recommendations to the Board regarding the compensation for the
Chief Executive Officer.

Compensation Risk

In reviewing the compensation policies and practices of the Company each year, the Governance,
Compensation and Nominating Committee will seek to ensure the executive compensation program provides an
appropriate balance of risk and reward consistent with the risk profile of the Company. The Governance,
Compensation and Nominating Committee will also seek to ensure the Company’s compensation practices do
not encourage excessive risk-taking behaviour by the executive team. The Company’s long-term incentive plan
has been designed to focus on the long-term performance of the Company, which discourages executives from
taking excessive risks in order to achieve short-term, unsustainable performance.

The Company expects to adopt a clawback policy relating to annual bonus payments and awards granted
under the Company’s long-term incentive plan to executives, including NEOs, that may be triggered if an
executive engages in misconduct that results in the need to restate the Company’s financial statements where the
individual received an award calculated on the achievement of those financial statements and where the award
received would have been lower had the financial statements been properly reported.

All of the Company’s executives, including the NEOs, directors and employees will be subject to the
Company’s insider trading policy, which will prohibit trading in the securities of the Company while in
possession of material undisclosed information about the Company. Under this policy, such individuals will also
be prohibited from entering into certain types of hedging transactions involving the securities of the Company,
such as short sales, puts and calls. Furthermore, the Company will permit executives, including the NEOs, to
trade in the Company’s securities, including the exercise of options, only during prescribed trading windows.
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Principal Elements of Compensation

The compensation of the named executive officers will include three major elements: (i) base salary, (ii) an
annual bonus, and (iii) long-term equity incentives, consisting of options granted from time to time under the
Company’s Post-IPO 2015 Share Option Plan (the ‘‘Share Option Plan’’). Perquisites and personal benefits are
not a significant element of compensation of the named executive officers.

Base salaries

A primary element of the Company’s compensation program is base salary. The Company’s view is that a
competitive base salary is a necessary element for attracting and retaining qualified executive officers. The
amount payable to a NEO is determined based on the scope of their responsibilities and prior experience, while
taking into account competitive market compensation and overall market demand for such executives at the
time of hire.

Base salaries are reviewed annually and increased for merit reasons based on the executive’s success in
meeting or exceeding Company and individual objectives. Additionally, base salaries can be adjusted as
warranted throughout the year to reflect promotions or other changes in the scope or breadth of an executive’s
role or responsibilities, as well as for market competitiveness.

Annual bonuses

Annual bonuses are designed to motivate executive officers to meet the Company’s business objectives
generally and the Company’s (and, where applicable, the relevant brand’s) annual financial performance targets
in particular. Annual bonuses are earned and measured with reference to the Company’s Operating EBITDA
and, where applicable, that of any specific brand(s) for which the applicable executive officer has responsibility.
Annual bonus targets are set as a percentage of the relevant individuals’ base salary (2.5% to 25% of base salary)
and can double (to 5% and up to 50% of base salary), or increase by up to 92% of base salary in the case of the
Chief Executive Officer, if maximum financial performance targets are achieved. The Company sets Operating
EBITDA targets in connection with the annual budget process to ensure that bonus targets will only be achieved
if Operating EBITDA results are an improvement over prior year and/or budget. The Company currently makes
these bonus payments in cash and anticipates continuing to do so following closing.

Long-term incentives

Overview

The Company currently has three long-term incentive programs under which equity-based awards may be
granted: a share option plan, in which employees and non-employee directors of the Company may participate
(the ‘‘Legacy Share Option Plan’’), the CEO Share Option Plan, under which awards have been made to
Mr. Gregson (the ‘‘Legacy CEO Share Option Plan’’), and the Director Share Option Plan, which provides for
option grants in lieu of board fees for participating directors (the ‘‘Legacy Director Share Option Plan’’). These
plans are described in further detail below. Awards previously made under these three legacy option plans will
remain outstanding following Closing and will continue to be governed by their existing terms. At Closing
(following the Pre-Closing Capital Changes), options to acquire an aggregate of 4,744,336 Subordinate Voting
Shares will be outstanding under the legacy option plans, comprising options to acquire 1,163,691 Subordinate
Voting Shares under the Legacy Share Option Plan, 3,494,624 Subordinate Voting Shares under the Legacy
CEO Share Option Plan, and 86,022 Subordinate Voting Shares under the Legacy Director Share Option Plan.
No further grants of options will be made under the Legacy Share Option Plan, the Legacy CEO Share Option
Plan or the Legacy Director Share Option Plan. The following table presents the options of the Legacy Share
Option Plan, the Legacy Director Share Option Plan and the Legacy CEO Share Option Plan outstanding
following the Pre-Closing Capital Changes:

Options outstanding following
Legacy Share Compensation Plans Pre-Closing Capital Changes

Legacy Share Option Plan . . . . . . . . . . . . . . . . . . . . . . . . . 1,163,691
Legacy CEO Share Option Plan . . . . . . . . . . . . . . . . . . . . . 3,494,624
Legacy Director Share Option Plan . . . . . . . . . . . . . . . . . . 86,022
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On Closing, the Company will adopt the Share Option Plan and the Post-IPO 2015 Director Share Option
Plan (the ‘‘Director Share Option Plan’’), under which new grants of equity-based awards may be made. The
Company does not anticipate granting any options to the named executive officers under the Share Option Plan
in 2015. The key features of the Share Option Plan are described below under ‘‘— Share Option Plan’’, and the
Director Share Option Plan is described under ‘‘Director Compensation — Director Share Option Plan’’. An
executive or employee of the Company who also serves as a director is not entitled to receive board fees or other
compensation and will not participate in the Director Share Option Plan.

Share Option Plan

The named executive officers, along with other employees and non-employee directors, will be eligible to
participate in the Share Option Plan. The purpose of the Share Option Plan is to motivate and provide rewards
for the senior management team and other plan participants to achieve long-term goals of improving the
performance of the Company and increasing shareholder value. Under the plan, the Company will award
long-term incentives in the form of options, the values of which will be directly linked to the change in value of
the Subordinate Voting Shares.

Executives and employees eligible for grants under the Share Option Plan will generally receive them as
determined by the Board from time to time on an annual basis. The value of awards under the plan will generally
be based on a percentage of the individual’s base salary. All grants will be reviewed and approved by the
Governance, Compensation and Nominating Committee and the Board as part of its regular compensation
review.

Administration

The Share Option Plan will be administered by the Board. The Board will determine which employees and
non-employee directors of the Company or a related entity of the Company are eligible to receive options to
purchase Subordinate Voting Shares (‘‘Options’’) under the Share Option Plan. In addition, the Board will
administer and interpret the Share Option Plan and may adopt, amend, prescribe or rescind any administrative
guidelines or other rules and regulations relating to the Share Option Plan, as it deems appropriate.

To the extent permitted by law, the Board may delegate its powers under the Share Option Plan to the
Governance, Compensation and Nominating Committee. In such event, the Governance, Compensation and
Nominating Committee will exercise the powers delegated to it by the Board in the manner and on such terms
authorized by the Board, and all decisions made, or actions taken, by the Governance, Compensation and
Nominating Committee arising in connection with the administration or interpretation of the Share Option
Plan, within its delegated authority, are final and conclusive.

Eligibility

All current non-employee directors and employees of the Company or related entities of the Company are
eligible to participate in the Share Option Plan.

Subordinate Voting Shares Subject to the Share Option Plan and Participation Limits

The Share Option Plan will provide that the number of Subordinate Voting Shares available for issuance
upon exercise of options (including options granted under the Legacy Share Option Plan and the Legacy CEO
Share Option Plan) and Director Options, collectively, will not exceed 15% of the Company’s issued and
outstanding Shares from time to time. If, for any reason, any Options or CEO Options terminate prior to their
exercise in full or are exercised or cancelled, the Subordinate Voting Shares subject to such Options or CEO
Options will again become available for issuance under the Share Option Plan. As a result, the Share Option
Plan is considered an ‘‘evergreen’’ plan. Accordingly, pursuant to the rules of the TSX, the Share Option Plan
will be subject to approval by security holders other than insiders eligible to participate in the Share Option Plan
every three years. The Share Option Plan is not subject to any insider or other participation limits.
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Exercise and Vesting

The Board may grant Options to any participant under the Share Option Plan at any time. The exercise
price for Options will be determined by the Board, but may not be less than the greater of the fair market value
of a Subordinate Voting Share (generally being the volume weighted average trading price of the Subordinate
Voting Shares on the TSX on the five trading days immediately preceding the applicable day (the ‘‘Market
Value’’)) on the date the Option is granted and the price required by applicable regulatory authorities.

Unless otherwise specified in a participant’s option agreement, Options will vest on the third anniversary of
their date of grant. Each vested Option becomes exercisable on the later of (i) January 1, 2019, and (ii) the third
anniversary of the date of grant. Unless otherwise specified by the Board, each Option expires on the eight
anniversary of the date of grant, except in the case where the expiry period falls during a blackout period, in
which case the expiry period will be automatically extended until 10 business days after the end of the blackout
period. The Share Option Plan also provides for earlier expiration of Options upon the occurrence of certain
events, including the termination of a participant’s employment.

In order to facilitate the payment of the exercise price of the Options, the Share Option Plan has a cashless
exercise feature. The participant may elect to receive (i) an amount in cash per Option equal to the cash
proceeds realized upon the sale of the Subordinate Voting Shares by a securities dealer in the capital markets,
less the applicable exercise price and any applicable withholding taxes, (ii) an aggregate number of Subordinate
Voting Shares that is equal to the number of Subordinate Voting Shares underlying the Options minus the
number of Subordinate Voting Shares sold by a securities dealer in the capital markets as required to realize
cash proceeds equal to the applicable exercise price and any applicable withholding taxes, or (iii) a combination
of (i) and (ii). The transfer cost incurred to sell the Subordinate Voting Shares will be deducted from the net
proceeds payable to the participant.

Termination of Employment

Unless otherwise permitted by the Board, upon a participant’s qualified retirement after 2018, death or
disability, any unvested Options held by the participant as at the termination date will accelerate and vest on a
pro-rated basis up to the termination date. All of a participant’s vested Options may be exercised until the
earlier of (i) the expiry date of the Options, or (ii) 180 days after the termination date, after which time all
Options will expire. The concept of retirement is qualified in accordance with the terms of the Share
Option Plan.

Unless otherwise permitted by the Board, upon termination of a participant’s employment without cause,
any vested Options held by the participant as at the termination date may be exercised until the earlier of (i) the
expiry date of the Options, or (ii) 90 days after the termination date, after which time all Options will expire.
Any unvested Options held by the participant as at the termination date immediately expire.

Unless otherwise permitted by the Board, upon termination of a participant’s employment for cause or the
participant voluntarily resigns, any unvested Options held by the participant as at the termination date
immediately expire. If a participant’s employment is terminated by voluntary resignation, then (i) if the
resignation occurs prior to 2019, the participant’s right to exercise his or her Options will not apply and the
vested Options (if any) will immediately expire, and (ii) if the resignation occurs in 2019 or beyond, the
participant’s vested Options continue to be exercisable until the earlier of (a) the expiry date of the Options, or
(b) 90 days after the termination date, after which time all Options will expire. If a participant’s employment is
terminated for cause, any vested Options may be exercised until the earlier of (i) the expiry date of the Options,
or (ii) 90 days after the termination date (provided the termination is not due to a criminal act, in which case all
vested Options will immediately expire), after which time all Options will expire.

Unless otherwise permitted by the Board, if the participant is a Director who ceases to hold office as a
result of (i) his or her removal by shareholders, or (ii) voluntary resignation, any vested Options held by the
participant as at the termination date may be exercised until the earlier of (a) the expiry date of the Options, or
(b) 60 days after the termination date (provided the termination is not due to a criminal act, in which case all
vested Options will immediately expire), after which time all Options will expire. Any unvested Options held by
the participant as at the termination date immediately expire.
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Adjustments

In the event of any change in the Company’s capital structure, the payment of an extraordinary stock
dividend or any other change made in the capitalization of the Company, that, in the opinion of the Board,
would warrant the amendment or replacement of any existing Options (collectively, the ‘‘Adjustment Events’’),
the Share Option Plan provides for appropriate adjustments in the number of Subordinate Voting Shares that
may be acquired upon the exercise of Options or the exercise price of outstanding Options (collectively, the
‘‘Adjustments’’), as necessary in order to preserve proportionately the rights and obligations of the participants
under the Share Option Plan.

In the event of an amalgamation, combination, merger or other reorganization involving the Company by
exchange of Subordinate Voting Shares, by sale or lease of assets or otherwise, that, in the opinion of the Board,
warrants the replacement or amendment of any existing Options, the Board may make Adjustments in order to
preserve proportionately the rights and obligations of the participants under the Share Option Plan.

In the event that the Board determines that the Adjustments would not preserve proportionately the rights
and obligations of the participants, or the Board otherwise determines it is appropriate, the Board may permit
the vesting and/or exercise of any outstanding Options that are not otherwise vested and/or exercisable and the
cancellation of any outstanding Options which are not exercised within any specified period.

Amendment or Discontinuance

The Board may, at any time, amend, suspend or terminate the Share Option Plan, or any portion thereof,
subject to applicable law (including stock exchange rules) that requires the approval of security holders or any
governmental or regulatory body, provided that no such action may be taken that adversely alters or impairs any
rights of a participant under any Option previously granted without the consent of such affected participant.

Notwithstanding the above, the Board may make amendments to the Share Option Plan without seeking
security holder approval, including, for example (and without limitation), housekeeping amendments,
amendments to comply with applicable laws or to qualify for favourable treatment under tax laws or
amendments to accelerate vesting. The following types of amendments cannot be made without obtaining
security holder approval:

1. amendments to the number of Subordinate Voting Shares reserved for issuance;

2. increases in the length of the period after a blackout period during which Options may be exercised;

3. amendments which would result in the exercise price for any Option being lower than the Market
Value at the time the Option is granted;

4. reductions to the exercise price of an Option, other than pursuant to an Adjustment Event;

5. extension of the term of an Option held by an insider beyond the expiry of its exercise period;

6. amendments to the amendment provisions;

7. permits awards to be transferred or assigned, other than for normal estate settlement purposes; and

8. amendments required to be approved by security holders under applicable law (including the rules,
regulations and policies of the TSX).

Assignment

Except as required by law and subject to the retirement, death or disability of a participant, no assignment
or transfer of Options, whether voluntary, involuntary, by operation of law or otherwise, is permitted.

Change of Control

In the event of a change of control of the Company (which occurs when the Principal Shareholders cease to
have control) (a ‘‘Change of Control’’), all unvested Options will vest and become exercisable on an accelerated
basis and, if requested by the participant, the Company will pay each participant an amount in cash equal to the
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whole number of Subordinate Voting Shares covered by the Option to be tendered multiplied by the amount by
which the price paid for a Subordinate Voting Share pursuant to the Change of Control exceeds the exercise
price of the Options, net of withholding taxes. The Company will pay the foregoing amounts contemporaneously
with completion of the transaction resulting in the Change of Control.

Legacy Share Option Plan

The Legacy Share Option Plan is part of a legacy compensation program pursuant to which certain
employees of the Company were granted options to purchase shares in the capital of the Company. No
additional awards will be made under the Legacy Share Option Plan, but options previously granted under this
plan will remain outstanding in accordance with their terms and will continue to be governed by the provisions of
the Legacy Share Option Plan.

Under the Legacy Share Option Plan, (following the Pre-Closing Capital Changes) there are currently
outstanding options to purchase an aggregate of 1,163,691 Subordinate Voting Shares held by a total of
68 participants. Subject to accelerated vesting as noted below, options granted under the Legacy Share Option
Plan generally vest not earlier than the third anniversary of the grant date. Accordingly, other than the options
granted to Mr. Grondin in 2013, the first portion of the outstanding options granted in 2014 will vest in 2017. In
the event of the retirement, death or disability of a participant, unvested options under the Legacy Share Option
Plan will accelerate and vest on a pro-rata basis, up to the applicable termination date. In the event of a Change
of Control, all unvested options will accelerate and vest. Options granted under the Legacy Share Option Plan
(excluding Mr. Grondin’s options) may not be exercised prior to January 1, 2019, except in the event of the
death, disability or termination without cause of a participant.

Of the options granted to date under the Legacy Share Option Plan, (following the Pre-Closing Capital
Changes) 1,146,387 have an exercise price of $8.51, and 17,304 options have an exercise price that will be
amended to the Offering Price. Subject to earlier expiration in connection with termination of employment as
provided for under the Legacy Share Option Plan, options granted under the Legacy Share Option Plan have an
eight-year term. In order to facilitate the payment of the exercise price of the options, the Legacy Share Option
Plan has a cashless exercise feature. The participant may elect to receive (i) an amount in cash per option equal
to the cash proceeds realized upon the sale of the Subordinate Voting Shares by a securities dealer in the capital
markets, less the applicable exercise price and any applicable withholding taxes, (ii) an aggregate number of
Subordinate Voting Shares that is equal to the number of Subordinate Voting Shares underlying the options
minus the number of Subordinate Voting Shares sold by a securities dealer in the capital markets as required to
realize cash proceeds equal to the applicable exercise price and any applicable withholding taxes, or (iii) a
combination of (i) and (ii). The transfer cost incurred to sell the Subordinate Voting Shares will be deducted
from the net proceeds payable to the participant.

The options granted to Mr. Grondin are subject to the Legacy Share Option Plan, except that the grant
agreement provides for accelerated vesting on the occurrence of certain termination events in addition to those
listed above, including Mr. Grondin’s termination without cause, constructive dismissal and if his employment is
not renewed or extended at the completion of the five year term of his employment agreement (ending on
October 31, 2018). Upon the occurrence of such events, Mr. Grondin’s unvested options will accelerate and vest
on a pro-rata basis, up to the applicable termination date. Additionally, his options are not subject to the general
Legacy Share Option Plan vesting schedule and exercise provisions. Mr. Grondin’s options vest over a 3-year
period ending on October 31, 2016, and are exercisable immediately when vested.

Legacy Chief Executive Officer Share Option Plan (‘‘Legacy CEO Share Option Plan’’)

The Legacy CEO Share Option Plan is a part of a legacy compensation program pursuant to which
Mr. Gregson was granted options to purchase shares in the capital of the Company (‘‘CEO Options’’) as an
employment inducement. The CEO Options will continue to be outstanding following the Offering and will
continue to be governed by the provisions of the Legacy CEO Share Option Plan. However, there will be no
additional grants made under this plan.

Mr. Gregson was granted a first tranche of 1,075,269 CEO Options with an exercise price of $0.01
(following the Pre-Closing Capital Changes), and a second tranche of 2,419,355 CEO Options with an exercise
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price of $8.51 (following the Pre-Closing Capital Changes). Subject to accelerated vesting, half of each tranche
vests on October 31, 2015, with the balance vesting on October 31, 2016. In the event of Mr. Gregson’s voluntary
resignation, termination without cause, constructive dismissal, death or disability, unvested CEO Options will
accelerate and vest on a pro-rata basis, up to the applicable termination date. In the event of a Change of
Control, all unvested CEO Options will accelerate and vest. Vested options will be exercisable immediately.

Subject to earlier expiration in connection with his termination of employment or service, the CEO Options
granted to Mr. Gregson will expire on October 31, 2021. In order to facilitate the payment of the exercise price
of the CEO Options, the Legacy CEO Share Option Plan has a cashless exercise feature. The participant may
elect to receive (i) an amount in cash per CEO Option equal to the cash proceeds realized upon the sale of the
Subordinate Voting Shares by a securities dealer in the capital markets, less the applicable exercise price and any
applicable withholding taxes, (ii) an aggregate number of Subordinate Voting Shares that is equal to the number
of Subordinate Voting Shares underlying the CEO Options minus the number of Subordinate Voting Shares sold
by a securities dealer in the capital markets as required to realize cash proceeds equal to the applicable exercise
price and any applicable withholding taxes, or (iii) a combination of (i) and (ii). The transfer cost incurred to sell
the Subordinate Voting Shares will be deducted from the net proceeds payable to the participant.

Summary Compensation Table

The following table sets out information concerning the expected fiscal 2015 compensation to be earned by,
paid to, or awarded to the NEOs.

Non-Equity
Incentive Plan
Compensation

(Bonus)(1)

($)

Option-Based Annual Incentive Total
Name and Principal Salary Awards Plans Compensation
Position Year ($)(2) ($)(3) ($) ($)

William D. Gregson . . . . . . . . . . . . . . . . . . . 2015 $650,000 — $750,000 $1,400,000
Chief Executive Officer

Kenneth J. Grondin . . . . . . . . . . . . . . . . . . . 2015 $375,000 — $300,000 $ 675,000
Chief Financial Officer

Kenneth Otto . . . . . . . . . . . . . . . . . . . . . . . . 2015 $600,000 — $259,925 $ 859,925
President, Family Dining Division & Chief
Development Officer

Grant Cobb . . . . . . . . . . . . . . . . . . . . . . . . . 2015 $319,234 — $125,000 $ 444,234
Sr. Vice President, Casual Dining Division

Mark Findlay . . . . . . . . . . . . . . . . . . . . . . . . 2015 $400,000 — $ 85,094 $ 485,094
Sr. Vice President, Premium Dining Division

Notes:

(1) Amounts reflect the annual bonuses awarded to NEOs in 2015 in respect of Fiscal 2014. The actual amount of the bonuses paid in
respect of Fiscal 2015 may be higher or lower than these amounts depending on the Company’s performance in fiscal 2015.

(2) Amounts reflect the current salary levels for each person that may increase effective January 1, 2015 as part of the Company’s annual
salary review process.

(3) The Company does not plan to grant any options in 2015.

Employment Agreements, Termination and Change of Control Benefits

The Company has written employment agreements with each of its NEOs and each executive is entitled to
receive compensation established by the Company as well as other benefits in accordance with plans available to
the most senior employees (including health, dental, life insurance, accidental death and dismemberment, sick
days and short-term disability and long-term disability). The Company’s NEO employment contracts do not
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contain any provisions relating to a change of control. For a summary of the change of control benefit provisions
provided under each of the Company’s long-term incentive plans, see ‘‘— Principal Elements of
Compensation — Long-Term Incentives’’.

Messrs. Gregson, Grondin and Cobb

Each executive employment agreement provides that the Company may terminate a NEO’s employment at
any time, without cause, by providing the NEO with notice of termination. If the NEO’s employment is
terminated without cause, or the NEO terminates employment as a result of constructive dismissal, he shall be
entitled to receive his base salary in effect as of the termination date for two (2) years following the termination
date, a pro-rated annual bonus based on the number of days worked prior to the termination date, subject to
achievement of the applicable performance criteria, entitlements under any Company incentive plans, the
reimbursement of expenses properly incurred in the course of employment up to the termination date, accrued
but unpaid vacation pay up to the termination date, the continuation of life, health and dental insurance
coverage for two (2) years following the termination date, and any additional payments required by applicable
employment standards legislation (collectively, the ‘‘Severance Entitlements’’). These entitlements are
conditioned on the NEO’s execution of a release of claims.

In addition to the Severance Entitlements, in the case of termination without cause, or termination by the
NEO as a result of constructive dismissal, Messrs. Gregson and Grondin are entitled to pro-rata vesting of their
outstanding stock options. Mr. Grondin is also entitled to the Severance Entitlements and pro-rata vesting of his
outstanding stock options if his employment is not renewed or extended at the completion of the five-year term
of his employment agreement (ending on October 31, 2018). Mr. Cobb is also entitled to receive a severance
payment equal to 18 months of his base salary if his employment is not renewed at the completion of the
five-year term of his employment agreement (ending on October 31, 2018).

If the NEO’s employment is terminated for cause or due to his resignation, death or incapacity, he or his
estate, as applicable, will be entitled to accrued but unpaid base salary and vacation pay up to the termination
date, the reimbursement of expenses properly incurred in the course of the NEO’s employment up to the
termination date, the NEO’s entitlements under any Company incentive plans, and any additional payments
required by applicable employment standards legislation. In addition, each of Messrs. Gregson and Grondin is
entitled to pro-rata vesting of stock options if his employment is terminated due to death or incapacity.

The NEO’s employment agreements also contain customary confidentiality covenants and certain restrictive
covenants that will continue to apply following the termination of his employment, including non-solicitation and
non-competition provisions which are both in effect during the NEO’s employment and for the 24 months (in
the case of Messrs. Gregson and Grondin) or 18 months (in the case of Mr. Cobb), as the case may be, following
the termination of his employment.

Mr. Findlay

Mr. Findlay’s employment agreement is for an indefinite term and does not contain any termination
provisions or contractual severance entitlements upon termination of employment. Accordingly, if Mr. Findlay’s
employment is terminated, he will be entitled to statutory and common law notice or payment in lieu thereof.
The agreement also contains customary confidentiality covenants.

Mr. Otto

Mr. Otto’s employment agreement is for an indefinite term and stipulates that the Company has the right to
terminate his employment for just cause, at any time, without notice and without pay in lieu of notice. The
Company has the right to terminate Mr. Otto’s employment for any reason other than for just cause by providing
Mr. Otto with one year’s base salary and the average bonus paid over the most recent two-year period. If the
average of a two-year bonus period is not available, the bonus will be based on the previous year’s
bonus payment.

111



Outstanding Option-Based Awards and Share-Based Awards

The following table sets out information concerning the outstanding option-based awards previously made
to the NEOs. The Company has no outstanding share-based awards. Information set out below reflects the
Pre-Closing Capital Changes.

Option-based Awards

Intrinsic value of
Number of securities unexercised

underlying unexercised Option exercise in-the-money
Name options price(1) Option expiration date options

William D. Gregson . . . . . . . . . . . 1,075,269 $0.01 October 31, 2021 $59,778,091
Chief Executive Officer 2,419,355 $8.51 October 31, 2021

Kenneth J. Grondin . . . . . . . . . . . 241,935 $8.51 October 31, 2021 $3,888,913
Chief Financial Officer 26,441 $8.51(1) December 4, 2022

Kenneth Otto . . . . . . . . . . . . . . . . 215,054 $8.51 September 8, 2022 $3,116,237
President, Family Dining
Division & Chief Development
Officer

Grant Cobb . . . . . . . . . . . . . . . . . 14,712 $8.51 January 1, 2022 $639,545
Sr. Vice President, Casual Dining 29,424 $8.51(1) December 4, 2022
Division

Mark Findlay . . . . . . . . . . . . . . . . 18,803 $8.51 January 1, 2022 $817,373
Sr. Vice President, Premium 37,605 $8.51(1) December 4, 2022
Dining Division

(1) On September 18, 2014 and October 16, 2014 at meetings of Cara’s Leadership Team (collectively the ‘‘CLT Meetings’’), the Company
communicated to eligible employees that these options would be granted with an exercise price of $3.05 ($8.51 following the
Pre-Closing Capital Changes). The grant of options was submitted to the Board at the August 15, 2014 Board meeting, the CEO
exercised his authority to communicate the grant of such options at the CLT Meetings and the grants were ratified by the Board at the
December 4, 2014 Board meeting.

DIRECTOR COMPENSATION

Directors’ Compensation

The Board, through the Governance, Compensation and Nominating Committee, will be responsible for
reviewing and approving the Directors’ compensation arrangements and any changes to those arrangements.

Following Closing, the Governance, Compensation and Nominating Committee will establish the
compensation arrangements for each Director that is not an employee of the Company or one of its affiliates.
The Directors’ compensation program will be designed to attract and retain the most qualified individuals to
serve on the Board. It is expected that non-employee Directors (other than Messrs. Gunn, Norris and
Rothschild) will be paid an annual retainer and may be entitled or required to receive a certain proportion of
their annual retainer in deferred share units (‘‘DSUs’’).

A DSU is a unit, equivalent in value to a Subordinate Voting Share, credited by means of a bookkeeping
entry in the books of the Company, to an account in the name of the Director. DSUs would accumulate
additional DSUs at the same rate as dividends, if any, paid on the Subordinate Voting Shares. Following the end
of the Director’s tenure as a member of the Board, the Director would be paid in cash the Market Value of the
Subordinate Voting Shares represented by the DSUs.

Upon the appointment of Messrs. Gunn and Norris to the Board on November 1, 2013, each of the
Directors was granted 90,000 options (32,258 options after giving effect to the Pre-Closing Capital Changes)
under the Legacy DSOP in lieu of receiving a retainer for serving as a member of the Board for a three-year
period ending October 31, 2016. In addition, upon the retirement of Mr. Rothschild from the Company on
November 1, 2014, Mr. Rothschild was granted 60,000 options (21,505 options after giving effect to the
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Pre-Closing Capital Changes) under the Legacy DSOP in lieu of receiving a retainer for serving as a member of
the Board for the two-year period ending October 31, 2016. Accordingly, Messrs. Gunn, Norris and Rothschild
will not receive any annual fees for serving as Directors in respect of the period ending on October 31, 2016,
following which it is expected they will each be paid an annual retainer as noted above.

It is expected that the Directors will be reimbursed for their reasonable out-of-pocket expenses incurred in
serving as Directors. In addition, it is expected that Directors will be entitled to receive remuneration for
services rendered to the Company in any other capacity, except in respect of their service as directors of any of
the Company’s subsidiaries. Directors who are employees of and who receive a salary from the Company or one
of its affiliates or subsidiaries will not be entitled to receive any remuneration for serving as Directors, but will be
entitled to reimbursement of their reasonable out-of-pocket expenses incurred in serving as Directors.

Director Share Option Plan

On Closing, the Company will adopt the Director Share Option Plan. The material features of the Director
Share Option Plan are summarized below.

Administration

The Director Share Option Plan will be administered by the Board. The Board will determine which
non-employee directors of the Company or related entities of the Company are eligible to receive options to
purchase Subordinate Voting Shares (‘‘Director Options’’) under the Director Share Option Plan. In addition,
the Board will administer and interpret the Director Share Option Plan and may adopt, amend, prescribe or
rescind any administrative guidelines or other rules and regulations relating to the Director Share Option Plan,
as it deems appropriate.

Eligibility

All non-employee directors of the Company or related entities of the Company are eligible to participate in
the Director Share Option Plan.

Subordinate Voting Shares Subject to the Director Share Option Plan and Participation Limits

The Director Share Option Plan provides that the number of Subordinate Voting Shares available for
issuance upon exercise of options (including options granted under the Legacy Share Option Plan and the
Legacy CEO Share Option Plan) and Director Options, collectively, will not exceed 15% of the Company’s
issued and outstanding Shares from time to time. If, for any reason, any Director Options terminate prior to
their exercise in full or are exercised or cancelled, the Subordinate Voting Shares subject to such Director
Options will again become available for issuance under the Director Share Option Plan. As a result, the Director
Share Option Plan is considered an ‘‘evergreen’’ plan. Accordingly, pursuant to the rules of the TSX, the
Director Share Option Plan will be subject to approval by security holders other than insiders eligible to
participate in the Director Share Option Plan every three years. The Director Share Option Plan is not subject
to any insider or other participation limits.

Director Options

The Board may grant Director Options to any participant under the Director Share Option Plan at any
time. The exercise price for Director Options will be determined by the Board, but may not be less than the
greater of the Market Value on the date the Director Option is granted and the price required by applicable
regulatory authorities.

Unless otherwise specified in a participant’s option agreement, Director Options will vest on a pro-rata
basis calculated from the first day of the applicable 12-month period (or such pro-rated period as contemplated
by the Director Share Option Plan) that is determined by the Board pursuant to a participant’s option
agreement (the ‘‘Service Period’’) until the last day of the applicable Service Period.

Unless otherwise permitted by the Board, each vested Director Option becomes exercisable following the
end of the Service Period in respect of which the Director Option was granted until expiration or termination of
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the Director Option (the ‘‘Exercise Period’’). Each Director Option expires on the 8th anniversary of the date of
grant, except in the case where the expiry period falls during a blackout period, in which case the expiry period
will be automatically extended until 10 business days after the end of the blackout period. The Director Share
Option Plan also provides for earlier expiration of Director Options upon the occurrence of certain events,
including the termination of a participant’s service.

In order to facilitate the payment of the exercise price of the Director Options, the Director Share Option
Plan has a cashless exercise feature. The participant may elect to receive (i) an amount in cash per Director
Option equal to the cash proceeds realized upon the sale of the Subordinate Voting Shares by a securities dealer
in the capital markets, less the applicable exercise price and any applicable withholding taxes, (ii) an aggregate
number of Subordinate Voting Shares that is equal to the number of Subordinate Voting Shares underlying the
Director Options minus the number of Subordinate Voting Shares sold by a securities dealer in the capital
markets as required to realize cash proceeds equal to the applicable exercise price and any applicable
withholding taxes, or (iii) a combination of (i) and (ii). The transfer cost incurred to sell the Subordinate Voting
Shares will be deducted from the net proceeds payable to the participant.

Notwithstanding the above and subject to a change of control of the Company, for so long as the participant
remains a director of the Company or one of its related entities, the participant may only sell or otherwise
monetize any Subordinate Voting Shares provided the options and Subordinate Voting Shares held by the
participant have a Market Value of at least $300,000 at such time (the ‘‘Minimum Holdings Requirement’’).

Cessation of Service

Unless otherwise permitted by the Board, if a participant ceases to hold office as a result of (i) his or her
removal by shareholders, or (ii) his or her voluntary resignation, any vested Director Options (including pro-rata
vesting) held by the participant as at the cessation date may be exercised until the earlier of (a) the expiry date of
the Director Options, or (b) 90 days after the cessation date (provided the cessation is not due to a criminal act,
in which case all vested Director Options will immediately expire), after which time all Director Options will
expire. Any unvested Director Options held by the participant as at the cessation date immediately expire.

Adjustments

In the event of any change in the Company’s capital structure, the payment of an extraordinary stock
dividend or any other change made in the capitalization of the Company, that, in the opinion of the Board,
would warrant the amendment or replacement of any existing Director Options (collectively, the ‘‘DSOP
Adjustment Events’’), the Director Share Option Plan provides for appropriate adjustments in the number of
Subordinate Voting Shares that may be acquired upon the exercise of Director Options or the exercise price of
outstanding Director Options (collectively, the ‘‘DSOP Adjustments’’), as necessary in order to preserve
proportionately the rights and obligations of the participants under the Director Share Option Plan.

In the event of an amalgamation, combination, merger or other reorganization involving the Company by
exchange of Subordinate Voting Shares, by sale or lease of assets or otherwise, that, in the opinion of the Board,
warrants the replacement or amendment of any existing Director Options, the Board may make DSOP
Adjustments in order to preserve proportionately the rights and obligations of the participants under the
Director Share Option Plan.

In the event that the Board determines that the DSOP Adjustments would not preserve proportionately the
rights and obligations of the participants, or the Board otherwise determines it is appropriate, the Board may
permit the vesting and/or exercise of any outstanding Director Options that are not otherwise vested and/or
exercisable and the cancellation of any outstanding Director Options which are not exercised within any
specified period.

Amendment or Discontinuance

The Board may, at any time, amend, suspend or terminate the Director Share Option Plan, or any portion
thereof, subject to applicable law (including stock exchange rules) that requires the approval of security holders
or any governmental or regulatory body, provided that no such action may be taken that adversely alters or
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impairs any rights of a participant under any Director Option previously granted without the consent of such
affected participant.

Notwithstanding the above, the Board may make amendments to the Director Share Option Plan without
seeking security holder approval, including, for example (and without limitation), housekeeping amendments,
amendments to comply with applicable laws or to qualify for favourable treatment under tax laws or
amendments to accelerate vesting. The following types of amendments cannot be made without obtaining
security holder approval:

1. amendments to the number of Subordinate Voting Shares reserved for issuance;

2. increases in the length of the period after a blackout period during which Director Options may
be exercised;

3. amendments which would result in the exercise price for any Director Option being lower than the
Market Value at the time the Director Option is granted;

4. reductions to the exercise price of a Director Option, other than pursuant to a DSOP Adjustment
Event;

6. extension of the term of a Director Option held by an insider beyond the expiry of its exercise period;

7. amendments to the amendment provisions;

8. permits awards to be transferred or assigned, other than for normal estate settlement purposes; and

9. amendments required to be approved by security holders under applicable law (including the rules,
regulations and policies of the TSX).

Assignment

Except as required by law and subject to the retirement, death or disability of a participant, no assignment
or transfer of Director Options, whether voluntary, involuntary, by operation of law or otherwise, is permitted.

Change of Control

In the event of a Change of Control, all unvested Director Options will vest and become exercisable on an
accelerated basis and, if requested by the participant, the Company will pay each participant an amount in cash
equal to the whole number of Subordinate Voting Shares covered by the Director Option to be tendered
multiplied by the amount by which the price paid for a Subordinate Voting Share pursuant to the Change of
Control exceeds the exercise price of the Director Options, net of withholding taxes. The Company will pay the
foregoing amounts contemporaneously with completion of the transaction resulting in the Change of Control.

Legacy Director Share Option Plan (‘‘Legacy DSOP’’)

The Legacy DSOP is a part of a legacy compensation program pursuant to which options to purchase shares
in the capital of the Company with an exercise price of $0.01 per option (‘‘Legacy DSOP Options’’) were granted
to certain non-employee Directors prior to the Offering. The Legacy DSOP Options will continue to be
outstanding following the Offering. However, there will be no additional grants made under this plan. The
following number of options and exercise price have been adjusted to give effect to the consolidation of shares at
a rate of one Subordinate Voting Share for every 2.79 Subordinate Voting Shares as part of the Pre-Closing
Capital Changes.

Subject to accelerated vesting in the event of the retirement, death or disability of the participant or upon a
Change of Control, Legacy DSOP Options vest on a pro-rata basis as to 10,753 Legacy DSOP Options each year
over a prescribed service period (two or three years) (following the Pre-Closing Capital Changes). Vested
Legacy DSOP Options are exercisable on the day after they vest.

Subject to earlier expiration in connection with termination of service as provided for under the Legacy
DSOP, each Legacy DSOP Option will expire eight years from the date of grant. In order to facilitate the
payment of the exercise price of the Legacy DSOP Options, the Legacy DSOP has a cashless exercise feature.
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The participant may elect to receive (i) an amount in cash per Legacy DSOP Option equal to the cash proceeds
realized upon the sale of the Subordinate Voting Shares by a securities dealer in the capital markets, less the
applicable exercise price and any applicable withholding taxes, (ii) an aggregate number of Subordinate Voting
Shares that is equal to the number of Subordinate Voting Shares underlying the Legacy DSOP Options minus
the number of Subordinate Voting Shares sold by a securities dealer in the capital markets as required to realize
cash proceeds equal to the applicable exercise price and any applicable withholding taxes, or (iii) a combination
of (i) and (ii). The transfer cost incurred to sell the Subordinate Voting Shares will be deducted from the net
proceeds payable to the participant. Except in the event of a Change of Control, for so long as the individual is a
Director, he can only exercise Legacy DSOP Options for cash and sell or otherwise monetize his Subordinate
Voting Shares provided the remaining options and Subordinate Voting Shares held by the participant have a fair
market value of at least $300,000 at such time.

Outstanding Option-Based Awards and Share-Based Awards

The following table shows outstanding options to acquire Non-voting Common Shares granted to certain
Directors of the Company following the Pre-Closing Capital Changes.

Option-based Awards

Intrinsic value of
Number of securities unexercised

underlying unexercised Option exercise in-the-money
Name options price Option expiration date options

Stephen K. Gunn . . . . . . . . . . . . . 32,258 $0.01 October 31, 2021 $741,613

Michael J. Norris . . . . . . . . . . . . . 32,258 $0.01 October 31, 2021 $741,613

John A. Rothschild . . . . . . . . . . . . 21,505 $0.01 October 31, 2022 $494,409

INDEBTEDNESS OF DIRECTORS AND OFFICERS

None of the Directors, executive officers, employees, former directors, former executive officers or former
employees of the Company or any of its subsidiaries, and none of their respective associates, is or has within
30 days before the date of this prospectus or at any time since the beginning of the most recently completed
financial year been indebted to the Company or any of its subsidiaries or another entity whose indebtedness is
the subject of a guarantee, support agreement, letter of credit or other similar agreement or understanding
provided by the Company or any of its subsidiaries.

PLAN OF DISTRIBUTION

General

Pursuant to an underwriting agreement dated March 31, 2015 among the Company and the Underwriters
(the ‘‘Underwriting Agreement’’), the Company has agreed to sell and the Underwriters have severally agreed to
purchase on Closing an aggregate of 8,700,000 Subordinate Voting Shares at a price of $23.00 per Subordinate
Voting Share payable in cash to the Company against delivery of the Subordinate Voting Shares for aggregate
gross proceeds of $200,100,000. In consideration for their services in connection with the Offering, the Company
has agreed to pay the Underwriters a fee equal to $1.15 per Subordinate Voting Share.

The Offering Price of $23.00 per Subordinate Voting Share was determined by negotiation among the
Company and the Underwriters and the Underwriters propose to offer the Subordinate Voting Shares initially at
the Offering Price. The Underwriters may form a selling group including other qualified investment dealers and
determine the fee payable to the members of such group, which fee will be paid by the Underwriters out of
their fees.

The Company has granted to the Underwriters the Over-Allotment Option, which is exercisable in whole or
in part up to two times at any time for a period of 30 days after Closing to purchase up to an additional 15% of
the aggregate number of Subordinate Voting Shares issued under the Offering, being 1,305,000 Subordinate
Voting Shares, on the same terms as set forth above solely to cover over-allotments, if any, and for market
stabilization purposes. This prospectus also qualifies the grant of the Over-Allotment Option and the
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distribution of the Subordinate Voting Shares to be delivered upon the exercise of the Over-Allotment Option.
A purchaser who acquires Subordinate Voting Shares forming part of the Underwriters’ over-allocation position
acquires such Subordinate Voting Shares under this prospectus, regardless of whether the Underwriters’
over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary
market purchases.

Under the terms of the Underwriting Agreement, the Underwriters may, at their discretion on the basis of
their assessment of the state of the financial markets and upon the occurrence of certain stated events, terminate
the Underwriting Agreement. The Underwriters are, however, severally obligated to take up and pay for all of
the Subordinate Voting Shares that they have agreed to purchase if any of the Subordinate Voting Shares are
purchased under the Underwriting Agreement.

The TSX has conditionally approved the listing of the Subordinate Voting Shares under the symbol ‘‘CAO’’.
Listing is subject to the Company fulfilling all of the requirements of the TSX on or before June 23, 2015.

There is currently no market through which the Subordinate Voting Shares may be sold. Subscriptions for
Subordinate Voting Shares will be received subject to rejection or allocation in whole or in part and the right is
reserved to close the subscription books at any time without notice. The Closing is expected to occur on April 10,
2015 or such other date as the Company and the Underwriters may agree, but in any event not later than
April 17, 2015. Closing of the Offering is conditional upon the Subordinate Voting Shares being approved for
listing on the TSX.

The Company has agreed to indemnify the Underwriters and their directors, officers, employees and agents
against certain liabilities, including, without restriction, civil liabilities under Canadian securities legislation, and
to contribute to any payments that the Underwriters may be required to make in respect thereof.

After the Underwriters have made a reasonable effort to sell all of the Subordinate Voting Shares at the
price specified on the cover page of this prospectus, the offering price may be decreased and may be further
changed from time to time to an amount not greater than that set out on the cover page of this prospectus, and
the compensation realized by the Underwriters will be decreased by the amount that the aggregate price paid by
the purchasers for the Subordinate Voting Shares is less than the price paid by the Underwriters to
the Company.

The Subordinate Voting Shares have not been, and will not be, registered under the U.S. Securities Act or
the securities laws of any state of the United States, subject to certain exceptions, and may not be offered, sold
or delivered, directly or indirectly, in the United States, or to, or for the account or benefit of, ‘‘U.S. Persons’’
(as defined in Regulation S under the U.S. Securities Act) except pursuant to an exemption from the registration
requirements of the U.S. Securities Act and applicable state securities laws. Each Underwriter has agreed that it
will not offer or sell Subordinate Voting Shares within the United States, or to, or for the account or benefit of,
U.S. Persons, except in transactions exempt from the registration requirements of the U.S. Securities Act and
applicable state securities laws. The Underwriting Agreement provides that the Underwriters may re-offer and
re-sell the Subordinate Voting Shares that they have acquired pursuant to the Underwriting Agreement in the
United States or to, or for the account or benefit of U.S. Persons, to ‘‘qualified institutional buyers’’ (as defined
in Rule 144A under the U.S. Securities Act) in accordance with Rule 144A under the U.S. Securities Act and
that the Company may offer and sell the Subordinate Voting Shares directly to accredited investors in
accordance with Regulation D under the U.S. Securities Act.

The Underwriting Agreement also provides that the Underwriters may offer and sell the Subordinate
Voting Shares outside the United States in accordance with Regulation S under the U.S. Securities Act. In
addition, until 40 days after the commencement of the Offering, an offer or sale of the Subordinate Voting
Shares within the United States by any dealer (whether or not participating in the Offering) may violate the
registration requirements of the U.S. Securities Act if such offer or sale is made otherwise than in accordance
with an exemption from registration under the U.S. Securities Act.

Price Stabilization, Short Positions and Passive Market Making

In connection with the Offering, the Underwriters may over-allocate or effect transactions which stabilize or
maintain the market price of the Subordinate Voting Shares at levels other than those which otherwise might
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prevail on the open market, including: stabilizing transactions; short sales; purchases to cover positions created
by short sales; imposition of penalty bids; and syndicate covering transactions.

Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a
decline in the market price of the Subordinate Voting Shares while the Offering is in progress. These
transactions may also include over-allocating or making short sales of the Subordinate Voting Shares, which
involves the sale by the Underwriters of a greater number of Subordinate Voting Shares than they are required
to purchase in the Offering. Short sales may be ‘‘covered short sales’’, which are short positions in an amount not
greater than the Over-Allotment Option, or may be ‘‘naked short sales’’, which are short positions in excess of
that amount.

The Underwriters may close out any covered short position either by exercising the Over-Allotment Option,
in whole or in part, or by purchasing Subordinate Voting Shares in the open market. In making this
determination, the Underwriters will consider, among other things, the price of Subordinate Voting Shares
available for purchase in the open market compared with the price at which they may purchase Subordinate
Voting Shares from the Company through the Over-Allotment Option.

The Underwriters must close out any naked short position by purchasing Subordinate Voting Shares in the
open market. A naked short position is more likely to be created if the Underwriters are concerned that there
may be downward pressure on the price of the Subordinate Voting Shares in the open market. Any naked short
sales will form part of the Underwriters’ over-allocation position. A purchaser who acquires Subordinate Voting
Shares forming part of the Underwriters’ over-allocation position resulting from any covered short sales or
naked short sales will, in each case, acquire such Subordinate Voting Shares under this prospectus, regardless of
whether the Underwriters’ over-allocation position is ultimately filled through the exercise of the
Over-Allotment Option or secondary market purchases.

In addition, in accordance with policy statements of certain Canadian securities regulatory authorities and
the Universal Market Integrity Rules for Canadian Marketplaces (‘‘UMIR’’), the Underwriters may not, at any
time during the period of distribution, bid for or purchase Subordinate Voting Shares. The foregoing restriction
is, however, subject to certain exceptions as permitted by such policy statements and UMIR. These exceptions
include a bid or purchase permitted under the provisions of such policy statements and the UMIR relating to
market stabilization and market balancing activities and a bid or purchase on behalf of a customer where the
order was not solicited.

As a result of these activities, the price of the Subordinate Voting Shares may be higher than the price that
otherwise might exist in the open market. If these activities are commenced, they may be discontinued by the
Underwriters at any time. The Underwriters may carry out these transactions on any stock exchange on which
the Subordinate Voting Shares are listed, in the over-the-counter market, or otherwise.

Lock-up Arrangements

Pursuant to the Underwriting Agreement, the Company has agreed that it will not, directly or indirectly,
without the prior written consent of Scotia, BMO and RBC, on behalf of all of the Underwriters, such consent
not to be unreasonably withheld, sell, offer to sell, issue, grant any option to purchase or otherwise dispose of
(or announce any intention to do so) any equity securities of the Company, or securities convertible or
exchangeable into equity securities of the Company for a period commencing on the Closing Date and ending
180 days after the Closing Date, subject to certain exceptions.

It is a condition of Closing that each of the executive officers, Directors and the Principal Shareholders,
being the holders of the Multiple Voting Shares, will execute a letter agreeing that, for a period commencing on
the Closing Date and ending 180 days after the Closing Date, the holder will not, among other things, directly or
indirectly, without the prior written consent of the Scotia, BMO and RBC, on behalf of all of the Underwriters,
acting reasonably, (i) sell, offer to sell, grant any option, right or warrant for the sale of, or otherwise lend,
transfer or dispose of any Shares owned by such holder; or (ii) make any short sale, engage in any hedging
transaction, or enter into any swap, monetization, securitization or other arrangement that transfers to another,
in whole or in part, any of the economic consequences of ownership of any of the Shares owned by such holder.
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Relationship Between the Company and Certain of the Underwriters

Scotia, BMO, RBC, CIBC and TD Underwriters with respect to the Offering, are subsidiaries of Canadian
chartered banks that have made credit available to the Company pursuant to the Credit Facilities. Accordingly,
the Company may be considered to be a ‘‘connected issuer’’ of Scotia, BMO, RBC, CIBC and TD within the
meaning of applicable securities legislation. Although neither Scotia, BMO, RBC, CIBC or TD will receive any
direct benefit from the Offering, other than their respective portion of the Underwriters’ fee payable by the
Company pursuant to the Underwriting Agreement, the Company intends to use the net proceeds of the
Offering to repay indebtedness under the Existing Credit Facility to which their affiliated chartered banks are
a party.

The decision to issue the Shares and the determination of the terms of the Offering were made through
negotiation between the Company and the Underwriters. The Canadian chartered banks of which such
Underwriters are affiliates did not have any involvement in such decision or determination although such
Canadian chartered banks may be advised of the Offering and the terms thereof. As a consequence of the
Offering, each of such Underwriters will receive its proportionate share of the Underwriters’ Fee.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Torys LLP, counsel to the Company, and Osler, Hoskin & Harcourt LLP, counsel to the
Underwriters, the following is a general summary, as of the date hereof, of the principal Canadian federal
income tax considerations under the Tax Act generally applicable to a Shareholder who acquires Subordinate
Voting Shares and who at all relevant times, for purposes of the Tax Act, (a) is resident or deemed to be resident
in Canada, (b) holds the Subordinate Voting Shares as capital property, and (c) deals at arm’s length with the
Company and the Underwriters and is not affiliated with the Company or the Underwriters (a ‘‘Holder’’).
Generally, the Subordinate Voting Shares will be considered to be capital property to a Holder unless they are
held or acquired in the course of carrying on a business of trading in or dealing in securities or as part of an
adventure or concern in the nature of trade. Certain Holders who are residents of Canada and whose
Subordinate Voting Shares do not otherwise qualify as capital property may in certain circumstances make an
irrevocable election in accordance with subsection 39(4) of the Tax Act to have their Subordinate Voting Shares
and every other ‘‘Canadian security’’ (as defined in the Tax Act) owned by such Holder in the taxation year of
the election and in all subsequent taxation years deemed to be capital property.

This summary is not applicable to: (a) a Holder that is not resident or deemed to be resident in Canada,
(b) a Holder that is a ‘‘financial institution’’, as defined in the Tax Act for purposes of the mark-to-market rules,
(c) a Holder an interest in which would be a ‘‘tax shelter investment’’ as defined in the Tax Act, (d) a Holder that
is a ‘‘specified financial institution’’ as defined in the Tax Act, or (e) a Holder which has made an election under
the Tax Act to determine its Canadian tax results in a foreign currency. This summary does not apply to a Holder
who has entered or will enter into a ‘‘derivative forward agreement’’ under the Tax Act with respect to
Subordinate Voting Shares. This summary does not address the possible application of the ‘‘foreign affiliate
dumping’’ rules that may be applicable to a Holder that is a corporation resident in Canada (for the purposes of
the Tax Act) that is, or that becomes as part of a transaction or event or series of transactions or events that
includes the acquisition of the Subordinate Voting Shares, controlled by a non-resident corporation for purposes
of the rules in section 212.3 of the Tax Act. Any such Holder to which this summary does not apply should
consult its own tax advisor with respect to the tax consequences of the Offering.
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This summary is based on the facts set out in this prospectus, the current provisions of the Tax Act, all
specific proposals to amend the Tax Act publicly announced by or on behalf of the Minister of Finance (Canada)
(‘‘Tax Proposals’’) before the date of this prospectus, a certificate from the Company as to certain factual matters
and the current published administrative practices of the Canada Revenue Agency (the ‘‘CRA’’). No assurance
can be made that the Tax Proposals will be enacted in the form proposed or at all. This summary is not
exhaustive of all possible Canadian federal income tax considerations and, except as mentioned above, does not
take into account or anticipate any changes in law, whether by legislative, regulatory, administrative or judicial
decision or action, nor does it take into account provincial, territorial or foreign income tax legislation or
considerations, which may differ significantly from the Canadian federal income tax considerations discussed
herein.

This summary assumes that (other than in respect of a security that is subject to the mark-to-market rules or
the specified debt obligation rules under the Tax Act) the investments made by the Company will be capital
properties to the Company.

This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or
tax advice to any particular Holder of a Subordinate Voting Share, and no representation concerning the tax
consequences to any particular Holder or prospective Holder are made. Accordingly, prospective Holders of
Subordinate Voting Shares should consult their own tax advisors with respect to an investment in the
Subordinate Voting Shares having regard to their particular circumstances. Non-resident Holders of
Subordinate Voting Shares for purposes of the Tax Act should consult their own tax advisors regarding their
particular circumstances.

Taxation of Holders of Subordinate Voting Shares

Dividends on Subordinate Voting Shares

Dividends on Subordinate Voting Shares, and amounts deemed under the Tax Act to be dividends, received
by a Holder that is an individual will be included in income and will be subject to the gross-up and dividend tax
credit rules normally applicable under the Tax Act to taxable dividends received from taxable Canadian
corporations. The Company has advised counsel that the Company anticipates that, if, as and when, dividends
are paid by the Company, such dividends will be eligible dividends subject to the enhanced dividend gross-up
and credit. The dividend gross-up and credit rules do not apply to taxable dividends received by a trust in a year
to the extent that such dividends are included in computing the income of a non-resident beneficiary under such
trust. The amount of the dividend, but not the amount of the gross-up, may be subject to the alternative
minimum tax. Dividends received on Subordinate Voting Shares by a Holder that is a corporation will be
included in its income but normally will also be deductible in computing its taxable income.

A ‘‘private corporation’’ or a ‘‘subject corporation’’, as defined in the Tax Act, will generally be liable to pay
a refundable tax under Part IV of the Tax Act at a rate of 331⁄3% on dividends received (or deemed to be
received) on the Subordinate Voting Shares to the extent such dividends are deductible in computing the
Holder’s taxable income for the taxation year.

Dispositions of Subordinate Voting Shares

Upon a disposition or deemed disposition (except to the Company) of Subordinate Voting Shares, a capital
gain (or loss) will generally be realized by a Holder to the extent that the proceeds of disposition are greater
(or less) than the aggregate of the adjusted cost base of the Subordinate Voting Shares to the Holder
immediately before the disposition and any reasonable costs of disposition. The adjusted cost base of a
Subordinate Voting Share to a Holder will be determined in accordance with certain rules in the Tax Act by
averaging the cost to the Holder of a Subordinate Voting Share with the adjusted cost base of all other
Subordinate Voting Shares held by the Holder and by making certain other adjustments required under the
Tax Act. The Holder’s cost for purposes of the Tax Act of Subordinate Voting Shares will include all amounts
paid or payable by the Holder for the Subordinate Voting Shares, subject to certain adjustments under the
Tax Act. A Canadian-controlled private corporation (as defined in the Tax Act) may be liable to pay a refundable
tax of 62⁄3% on certain investment income, including an amount in respect of a taxable capital gain arising from
the disposition of a Subordinate Voting Share.
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Taxation of Capital Gains and Capital Losses

One-half of a capital gain (a ‘‘taxable capital gain’’) must be included in a Holder’s income. One-half of a
capital loss (an ‘‘allowable capital loss’’) will generally be deductible by a Holder against taxable capital gains
realized in that year and allowable capital losses in excess of taxable capital gains for the year may be carried
back and deducted in any of the three preceding taxation years or in any subsequent year (against taxable capital
gains realized in such years) to the extent and under the circumstances described in the Tax Act. If the Holder is
a corporation, any such capital loss realized on the sale of shares may in certain circumstances be reduced by the
amount of any dividends, including deemed dividends, which have been received on such shares. Analogous
rules apply to a partnership or certain trusts of which a corporation is a member or beneficiary. Taxable capital
gains realized by a Holder who is an individual may give rise to alternative minimum tax depending on the
Holder’s circumstances.

RISK FACTORS

In addition to all other information set out in this prospectus, the following specific factors could materially
adversely affect the Company and should be considered when deciding whether to make an investment in the
Company and the Subordinate Voting Shares. Other risks and uncertainties that the Company does not
presently consider to be material, or of which the Company is not presently aware, may become important
factors that affect the Company’s future financial condition and results of operations. The occurrence of any of
the risks discussed below could materially adversely affect the business, prospects, financial condition, results of
operations or cash flow of the Company including the Company’s ability to declare and pay cash dividends. The
Subordinate Voting Shares are only suitable for investors (i) who understand the potential risk of capital loss,
(ii) for whom an investment in the Subordinate Voting Shares is part of a diversified investment program, and
(iii) who fully understand and are willing to assume the risks involved in such an investment program.
Prospective purchasers of Subordinate Voting Shares should carefully consider the following risks before
investing in the Company and the Subordinate Voting Shares.

Risk Factors Related to the Offering

Absence of a Prior Public Market

There is currently no public market for the Subordinate Voting Shares. The Offering Price of the
Subordinate Voting Shares offered hereunder has been determined by negotiation between the Company and
the Underwriters. The Company cannot predict the price at which the Subordinate Voting Shares will trade
upon Closing and there can be no assurance that an active trading market will develop after Closing or, if
developed, that such a market will be sustained at the Offering Price. In addition, if an active public market does
not develop or is not maintained, investors may have difficulty selling their Subordinate Voting Shares.

Potential Volatility of Subordinate Voting Share Price

The market price for Subordinate Voting Shares may be volatile and subject to wide fluctuations in
response to numerous factors, many of which are beyond the Company’s control, including, but not limited to,
the following: (i) actual or anticipated fluctuations in the Company’s quarterly results of operations;
(ii) recommendations by securities research analysts; (iii) changes in the economic performance or market
valuations of other issuers that investors deem comparable to the Company; (iv) addition or departure of the
Company’s executive officers and other key personnel; (v) release or expiration of lock-up or other transfer
restrictions on outstanding Multiple Voting Shares or Subordinate Voting Shares; (vi) sales or anticipated sales
of additional Multiple Voting Shares or Subordinate Voting Shares; (vii) significant acquisitions or business
combinations, strategic partnerships, joint ventures or capital commitments by or involving the Company or its
competitors; and (viii) news reports relating to trends, concerns, technological or competitive developments,
regulatory changes and other related issues in the Company’s industry or target markets.

Financial markets have recently experienced significant price and volume fluctuations that have particularly
affected the market prices of equity securities of public entities and that have, in many cases, been unrelated to
the operating performance, underlying asset values or prospects of such entities. Accordingly, the market price
of the Subordinate Voting Shares may decline even if the Company’s operating results, underlying asset values
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or prospects have not changed. Additionally, these factors, as well as other related factors, may cause decreases
in asset values that are deemed to be other than temporary, which may result in impairment losses. As well,
certain institutional investors may base their investment decisions on consideration of the Company’s
environmental, governance and social practices and performance against such institutions’ respective investment
guidelines and criteria, and failure to satisfy such criteria may result in limited or no investment in the
Subordinate Voting Shares by those institutions, which could materially adversely affect the trading price of the
Subordinate Voting Shares. There can be no assurance that continuing fluctuations in price and volume will not
occur. If such increased levels of volatility and market turmoil continue for a protracted period of time, the
Company’s operations and the trading price of the Subordinate Voting Shares may be materially adversely
effected.

Payment of Dividends

Payment of dividends is dependent on cash flows of the business and subject to change. The declaration and
payment of future dividends will be at the discretion of the Board, are subject to restrictions under the
Company’s Credit Facilities and may be affected by various other factors, including the Company’s earnings,
financial condition, acquisitions and legal or contractual restrictions. There can be no assurance that the
Company will be in a position to pay dividends at the same rate (or at all) in the future.

Financial Reporting and Other Public Company Requirements

Upon receiving a final receipt for this prospectus, the Company will become subject to reporting and other
obligations under applicable Canadian securities laws and rules of any stock exchange on which the Subordinate
Voting Shares are then-listed, including National Instrument 52-109 — Certification of Disclosure in Issuers’
Annual and Interim Filings. These reporting and other obligations will place significant demands on the
Company’s management, administrative, operational and accounting resources. In order to meet such
requirements, the Company will, among other things, establish systems, implement financial and management
controls, reporting systems and procedures and, if necessary, hire qualified accounting and finance staff.
However, if the Company is unable to accomplish any such necessary objectives in a timely and effective manner,
the Company’s ability to comply with its financial reporting obligations and other rules applicable to reporting
issuers could be impaired. Moreover, any failure to maintain effective internal controls could cause the
Company to fail to satisfy its reporting obligations or result in material misstatements in its financial statements.
If the Company cannot provide reliable financial reports or prevent fraud, its reputation and operating results
could be materially adversely effected which could also cause investors to lose confidence in the Company’s
reported financial information, which could result in a reduction in the trading price of the Subordinate
Voting Shares.

The Company does not expect that the Company’s disclosure controls and procedures and internal controls
over financial reporting will prevent all error or fraud. A control system, no matter how well-designed and
implemented, can provide only reasonable, not absolute, assurance that the control system’s objectives will be
met. Further, the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Due to the inherent limitations in all control
systems, no evaluation of controls can provide absolute assurance that all control issues within an organization
are detected. The inherent limitations include the realities that judgments in decision making can be faulty, and
that breakdowns can occur because of simple errors or mistakes. Controls can also be circumvented by
individual acts of certain persons, by collusion of two or more people or by management override of the controls.
Due to the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur
and may not be detected in a timely manner or at all.

Forward-Looking Information

The forward-looking information relating to, among other things, future results, performance,
achievements, prospects or opportunities of the Company or the Canadian market included in this prospectus
(including the information contained in ‘‘Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Outlook’’ and the Company’s assessment of potential SRS Growth, System Sales
Growth and increases in Operating EBITDA Margin on System Sales over the next five to seven years) is based
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on opinions, assumptions and estimates made by the Company in light of its experience and perception of
historical trends, current conditions and expected future developments, as well as other factors the Company
believes are appropriate and reasonable in the circumstances. However, there can be no assurance that such
estimates and assumptions will prove to be correct. Actual results of the Company in the future may vary
significantly from the historical and estimated results and those variations may be material. There is no
representation by the Company that actual results achieved by the Company in the future will be the same, in
whole or in part, as those included in this prospectus. See ‘‘Forward-Looking Information.’’

Significant Ownership by the Principal Shareholders

On Closing, it is expected that the Principal Shareholders, either directly or, indirectly, will hold a 99%
voting interest in the Company through ownership of all of the Multiple Voting Shares (or an approximate 99%
voting interest in the Company if the Over-Allotment Option is exercised in full).

For so long as the Principal Shareholders, either directly or, indirectly, maintain a significant voting interest
in the Company, the Principal Shareholders will have the ability to exercise substantial influence with respect to
the Company’s affairs and significantly affect the outcome of shareholder votes, and may have the ability to
prevent certain fundamental transactions. In addition, the Fairfax Group Shareholders have the right to appoint
one additional Director to the Board of the Company in the event of a Deadlock. This gives the Fairfax Group
Shareholders additional control over matters to be considered by the Board. See ‘‘Principal Shareholders —
Principal Shareholders Agreement’’. The Subordinate Voting Shares may be less liquid and trade at a discount
relative to the trading that could occur in circumstances where the Principal Shareholders did not have the
ability to significantly influence or determine matters affecting the Company. Additionally, the Principal
Shareholders’ significant voting interest in the Company may discourage transactions involving a change of
control of the Company, including transactions in which an investor, as a holder of Subordinate Voting Shares,
might otherwise receive a premium for its Subordinate Voting Shares over the then-current market price.

Future Sales of Shares by the Principal Shareholders

No prediction can be made as to the effect, if any, of future sales of Shares by the Principal Shareholders on
the market price of the Subordinate Voting Shares. However, the future sale of a substantial number of Shares
by the Principal Shareholders, or the perception that such sales could occur, could adversely affect prevailing
market prices for the Subordinate Voting Shares. Pursuant to the Principal Shareholders Agreement, each of the
Principal Shareholders will have certain demand registration rights which can be exercised any time after
180 days following completion of this Offering. See ‘‘Principal Shareholders — Principal Shareholders
Agreement and By-laws’’.

Dilution

The issuance of additional Multiple Voting Shares or Subordinate Voting Shares may have a dilutive effect
on the interests of Shareholders. The number of Multiple Voting Shares and Subordinate Voting Shares that the
Company is authorized to issue is unlimited. The Company may, in its sole discretion, subject to applicable law
and the rules of the TSX, issue additional Multiple Voting Shares or Subordinate Voting Shares from time to
time (including pursuant to any equity-based compensation plans that may be introduced in the future), and the
interests of shareholders may be diluted thereby.

Limited Voting Rights of the Subordinate Voting Shares

Holders of Subordinate Voting Shares and Multiple Voting Shares will generally have similar rights, except
that holders of Subordinate Voting Shares will be entitled to one vote per Subordinate Voting Share whereas
holders of Multiple Voting Shares will be entitled to 25 votes per Multiple Voting Share. The different voting
rights of the Subordinate Voting Shares and Multiple Voting Shares could diminish the value of the Subordinate
Voting Shares to the extent that investors or any potential future purchasers of Subordinate Voting Shares
attribute value to the superior voting or other rights of the Multiple Voting Shares. Holders of Subordinate
Voting Shares will only have a right to vote, as a class, in the limited circumstances described elsewhere in this
prospectus. The Board will determine major policies and strategy, including policies and strategy regarding
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financing, growth, debt capitalization and any future dividends to Shareholders. Generally, the Board may
amend or revise these and other policies and strategies without a vote of the holders of Subordinate Voting
Shares. The Board’s broad discretion in setting policies and strategies and the limited ability of holders of
Subordinate Voting Shares to exert control over those policies and strategies increases the uncertainty and risks
of an investment in the Company. In addition, the Fairfax Group Shareholders have the right to appoint one
additional Director to the Board in the event of a Deadlock. This gives the Fairfax Group Shareholders
additional control over matters to be considered by the Board. See ‘‘Principal Shareholders — Principal
Shareholders Agreement and By-laws’’.

Quarterly Operating Results May Fluctuate

The Company’s quarterly operating results may fluctuate significantly because of numerous factors,
including, but not limited to:

• the timing of restaurant openings and closures;

• royalty recovery rates and the extent to which Cara provides financial assistance to franchisees;

• restaurant operating costs for corporate-owned restaurants;

• labor availability and costs for hourly and management personnel at corporate-owned restaurants;

• profitability of the corporate-owned restaurants, especially in new markets;

• changes in interest rates;

• increases and decreases in SRS Growth;

• impairment of long-lived assets and any loss on restaurant closures for corporate-owned restaurants;

• macroeconomic conditions, both nationally and locally;

• changes in consumer preferences and competitive conditions;

• expansion in new markets;

• increases in fixed costs; and

• fluctuations in commodity prices.

Seasonal factors and the timing of holidays cause the Company’s revenue to fluctuate from quarter to
quarter. Revenue per restaurant is typically slightly lower in the fourth quarter due to holiday closures. Adverse
weather conditions may also affect customer traffic. In addition, the Company has outdoor seating at some of its
restaurants, and the effects of adverse weather may impact the use of these areas and may negatively impact the
Company’s revenue.

Securities Analysts’ Research or Reports Could Impact Price of Subordinate Voting Shares

The trading market for the Company’s Subordinate Voting Shares will rely in part on the research and
reports that industry or financial analysts publish about the Company or the Company’s business. The Company
does not currently have and may never obtain research coverage by industry or financial analysts. If no or few
analysts commence coverage of the Company, the trading price of the Company’s Subordinate Voting Shares
would likely decrease. Even if the Company does obtain analyst coverage, if one or more of the analysts covering
the Company’s business downgrade their evaluations of the Company’s shares or share price, the price of the
Company’s Subordinate Voting Shares could decline. If one or more of these analysts cease to cover the
Company’s Subordinate Voting Shares, the Company could lose visibility in the market for its shares, which in
turn could cause the Company’s Subordinate Voting Share price to decline.
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Risks Related to the Canadian Restaurant Industry or the Company’s Restaurants

Restaurant Industry

The financial performance of the Company is subject to a number of factors that affect the commercial food
service industry generally and the full-service restaurant and limited-service restaurant segments of this industry
in particular. The Canadian Restaurant industry is intensely competitive with respect to price, value proposition,
service, location and food quality. There are many well-established competitors, including those with
substantially greater financial and other resources than the Company. Competitors include national and regional
chains, as well as numerous individually owned restaurants. Recently, competition has increased in the
mid-price, full-service, casual dining segment of this industry in which many of the Company’s restaurants
operate. Some of the Company’s competitors have been in existence for longer than the Company and may be
better established in markets where the Company’s restaurants are located or may be located. If the Company is
unable to successfully compete in the segments of the Canadian Restaurant industry in which it operates, the
financial condition and results of operations of the Company may be adversely affected.

The Canadian Restaurant Industry business is also affected by changes in demographic trends, traffic
patterns, and the type, number and locations of competing restaurants. In addition, factors such as inflation,
increased food, labour and benefit costs, and the availability of experienced management and hourly employees
may adversely affect the restaurant industry in general and the Company in particular. Changing consumer
preferences and discretionary spending patterns and factors affecting the availability of certain foodstuffs could
force the Company to modify its restaurant content and menu and could result in a reduction of revenue. Even if
the Company is able to successfully compete with other restaurant companies, it may be forced to make changes
in one or more of its concepts in order to respond to changes in consumer tastes or dining patterns. If the
Company changes a restaurant concept, it may lose additional customers who do not prefer the new concept and
menu, and it may not be able to attract a sufficient new customer base to produce the revenue needed to make
the restaurant profitable. Similarly, the Company may have different or additional competitors for its intended
customers as a result of such a concept change and may not be able to successfully compete against such
competitors. The Company’s success also depends on numerous other factors affecting discretionary consumer
spending, including general economic conditions, disposable consumer income, consumer confidence and
consumer concerns over food safety, the genetic origin of food products, public health issues and related
matters. Adverse changes in these factors could reduce guest traffic or impose practical limits on pricing, either
of which could reduce revenue and operating income, which would adversely affect the Company.

Competition with Other Franchisors

The Company competes with other companies, including other well-capitalized franchisors with extensive
financial, technological, marketing and personnel resources and high brand name recognition and awareness.
There can be no assurance that the Company will be able to respond to various competitive factors affecting the
franchise operations of the Company.

Quality Control and Health Concerns

The Company’s business can be materially and adversely affected by publicity resulting from illness, injury,
cleanliness, poor food quality or safety or any other health concerns or operating issues relating to a single
restaurant or a limited number of restaurants. Such publicity or concerns could reduce guest traffic at one or
more restaurants, reducing gross revenues of the restaurant. The Company has a number of procedures in place
for managing food safety and quality. Nevertheless, the risk of food borne illness or contamination cannot be
completely eliminated. Any outbreak of such illness or contamination at a restaurant or within the food service
industry more generally (even if it does not affect any of the restaurants in the Cara network), or the perception
of such an outbreak, could have a material adverse effect on the financial condition and results of operations of
the Company.

Security Breaches of Confidential Guest Information

The Company’s business requires the collection, transmission and retention of large volumes of guest and
employee data, including credit and debit card numbers and other personally identifiable information, in various
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information technology systems that the Company maintains and in those maintained by third parties with whom
the Company contracts to provide services. The integrity and protection of that guest and employee data is
critical to the Company. Further, the Company’s guests and employees have a high expectation that the
Company and its service providers will adequately protect their personal information.

The information, security and privacy requirements imposed by governmental regulation are increasingly
demanding. The Company’s systems may not be able to satisfy these changing requirements and guest and
employee expectations, or may require significant additional investments or time in order to do so. Efforts to
hack or breach security measures, failures of systems or software to operate as designed or intended, viruses,
operator error or inadvertent releases of data all threaten the Company and its service provider’s information
systems and records. A breach in the security of the Company’s information technology systems or those of the
Company’s service providers could lead to an interruption in the operation of its systems, resulting in
operational inefficiencies or a loss of revenues or profits. Additionally, a significant theft, loss or
misappropriation of, or access to, guests’ or other proprietary data or other breach of the Company’s
information technology systems could result in fines, legal claims or proceedings, including regulatory
investigations and actions, or liability for failure to comply with privacy and information security laws, which
could disrupt the Company’s operations, damage its reputation and expose it to claims from guests and
employees, any of which could have a material adverse effect on the Company’s financial condition and results
of operations.

Public Safety Issues

Adverse conditions, such as the threat of terrorist attacks, acts of war, pandemics or other outbreaks or
perceived outbreaks of disease (including avian flu, H2N1, SARS or mad cow disease), may have a negative
impact on the restaurant industry and the economy in general. These incidents can adversely affect restaurant
traffic, discretionary consumer spending and consumer confidence, which may result in decreased patronage in
the Company’s restaurants or force the Company to reduce or cap prices. The occurrence, re-occurrence,
continuation or escalation of such local, regional, national or international events or circumstances could reduce
revenue for the Company.

Damage to the Company’s Reputation

There has been a marked increase in the use of social media platforms and similar channels, including
weblogs (blogs), social media websites and other forms of Internet-based communications that provide
individuals with access to a broad audience of consumers and other interested persons. The availability and
impact of information on social media platforms is virtually immediate and many social media platforms publish
user-generated content without filters or independent verification as to the accuracy of the content posted. The
opportunity for dissemination of information, including inaccurate information, is seemingly limitless and readily
available. Information concerning the Company or one or more of its brands may be posted on such platforms at
any time. Information posted may be adverse to the Company’s interests or may be inaccurate, each of which
may harm the Company’s performance, prospects or business. The harm may be immediate without affording
the Company an opportunity for redress or correction.

Ultimately, the risks associated with any such negative publicity or incorrect information cannot be
completely eliminated or mitigated and may materially harm the Company’s reputation, business, financial
condition and results of operations.

Availability and Quality of Raw Materials; Reliance on Suppliers

Sales by restaurants in Cara’s network are dependent upon the availability and quality of the raw materials,
food, services and products used in the products sold by such restaurants. The availability and price of these
commodities are subject to fluctuation and may be affected by a variety of factors affecting the supply and
demand of the raw materials used in these products.

Unfavourable trends or developments, including among others, fluctuations in the price of raw materials, a
significant reduction in the availability or quality of raw materials purchased by restaurants, the unavailability of
certain products, transportation disruptions, strikes, lock-outs, labour unrest and financial difficulties affecting

126



the Company’s suppliers, may cause a significant reduction in the availability or quality of products or services
purchased by restaurants in Cara’s network. There is no assurance that the Company will be able to find
alternate suppliers, which could have a material adverse impact and/or other adverse effects on the Company
and restaurants in its network.

Growth of the Company; Franchisees

The growth of the Company is dependent upon the ability of the Company to (i) maintain and grow the
current system of franchises and corporate-owned restaurants, (ii) execute its current strategy for growth,
(iii) locate new retail sites in prime locations and (iv) obtain qualified operators to become franchisees. The
Company faces competition for retail locations and franchisees from its competitors and from franchisors of
other businesses. The Company’s inability to successfully obtain qualified franchisees could adversely affect its
business development. The opening and success of franchised restaurants is dependent upon a number of
factors, including availability of suitable sites, operating costs, negotiations of acceptable lease or purchase terms
for new locations, permitting and government regulatory compliance and the ability to meet construction
schedules. Prospective franchisees may not have all the business abilities or access to financial resources
necessary to open a franchise or to successfully develop or operate a Company restaurant in a manner consistent
with the Company’s standards.

The Company provides training and support to franchisees, but the quality of franchised operations may be
diminished by any number of factors beyond its control. Consequently, franchisees may not successfully operate
outlets in a manner consistent with the Company’s standards and requirements, or may not hire and train
qualified managers and other restaurant personnel. If they do not, the image and reputation of the Company
may suffer, and sales of restaurants in Cara’s network could decline. There can be no assurance that the
Company will be able to effectively manage its expanding operations.

Franchise Fees and Other Revenue

The Company’s financial performance is dependent, in part, on its franchisees’ ability to generate revenue
and to pay franchise fees and other amounts to the Company. Failure to achieve adequate levels of collection
from franchisees could have a material effect on the revenue and cash flow of the Company.

Under various provincial franchise statutes, a franchisee may rescind a franchise agreement for late or lack
of proper provision of a disclosure document (as defined under the applicable statute) within certain prescribed
time periods. Rescission claims by such franchisees could have a material effect on the revenue of the Company.

Franchisee Relations

The Company’s success is dependent on its relationship with its franchisees. There can be no assurances
that the Company will be able to maintain positive relationships with all of its franchisees. In addition, in certain
jurisdictions in which the Company has restaurants, franchisees are permitted to establish associations among
themselves. There can be no assurances that franchisees have not or will not in the future organize an
association in order to act together to lobby the Company. Adverse publicity resulting from such activities may
affect the sales of the restaurants, regardless of whether such publicity is accurate. In addition, any challenges in
the relationships with franchisees may have an adverse impact on the performance of affected restaurants and
the ability of the Company to undertake new initiatives, and could result in the diversion of management
resources and increased administrative costs.

For certain franchisees, the Company acts as the ‘‘head lessee’’ under the lease for the restaurant. A default
by the franchisee under the lease could result in increased costs and could have a negative impact on the
Company’s business and results of operations. The Company from time to time is also subject to litigation claims
from franchisees.
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Revenue Reporting Risks

Certain franchisees report sales to the Company on an ongoing basis via the Company’s central
‘‘point-of-sale’’ system. There can be no assurance, however, that sales reported by franchisees are accurate and
in accordance with the terms of the franchise agreements.

Opening New Restaurants

The consumer target area of the Company’s restaurants varies by location, depending on a number of
factors, including population density, other local retail and business attractions, area demographics and
geography. As a result, the opening of a new restaurant in or near markets in which the Company already has
restaurants could adversely impact sales at these existing restaurants. Existing restaurants could also make it
more difficult to build the Company’s consumer base for a new restaurant in the same market.

The Company may not be able to support sustained new restaurant growth or open all of its planned new
restaurants, and the new restaurants that the Company does open may not be profitable or as profitable as its
existing restaurants. New restaurants typically experience an adjustment period before sales levels and operating
margins normalize, and even sales at successful newly-opened restaurants generally do not make a significant
contribution to profitability in their initial months of operation. The opening of new restaurants can also have an
adverse effect on sales levels at existing restaurants.

Potential Inability to Consummate Acquisitions

The Company does not currently have any agreement or commitment to acquire any businesses. However,
Cara continues to seek opportunities to acquire or invest in restaurant businesses, such as its recent investment
in The Landing Group, that could expand, complement or otherwise relate to its current or future restaurant
operations. Cara may also consider, from time to time, opportunities to engage in business collaborations with
third parties to address particular purchasing requirements, such as the Shared Services Agreement with Fairfax.
The pursuit of these activities may divert the attention of management and cause the Company to incur various
expenses in identifying, investigating and pursuing suitable acquisitions or business arrangements, whether or
not they are consummated. The Company may also be precluded from pursuing such transactions as a result of
financial or other covenants in agreements to which it is a party. The Shared Services Agreement, in particular,
includes provisions that would restrict the Company from engaging in negotiations with respect to a potential
investment in certain Canadian foodservice companies if Fairfax is already engaged in negotiations with respect
to that opportunity. See ‘‘Principal Shareholders — Shared Services Agreement’’. In these circumstances, the
interests of Fairfax (and of other restaurant operators in which it may hold an investment, such as The Keg), may
conflict with the Company’s interests.

Integration of Acquisitions and Brand Expansion

The consummation of an acquisition, investment or other business collaboration may create risks such as:
(i) the need to integrate and manage the businesses, brands and/or products acquired with the Company’s
business, brands and products; (ii) additional demands on the Company’s resources, systems, procedures and
controls, (iii) disruption of the Company’s ongoing business, (iv) adverse effects to the Company’s existing
business relationships; and (v) potential loss of key employees. While each of the Company’s brands and
restaurants are subject to the risks and uncertainties described herein, there is an enhanced level of risk and
uncertainty related to the operation and expansion of the Company’s smaller, newer brands, such as The
Landing Group and any future-acquired brands. These brands and business ventures may have not yet proven
their long-term viability or growth potential and will continue to be subject to the risks that accompany any new
restaurant brand or new business initiative.

Moreover, an acquisition, investment or other business collaboration could involve: (i) substantial
investment of funds or financings by issuance of debt or equity securities; (ii) substantial investment with respect
to technology transfers and operational integration; and (iii) the acquisition or disposition of product lines or
businesses. Also, such activities could result in one-time charges and expenses and have the potential to either
dilute the interests of existing shareholders or result in the issuance of, or assumption of debt. Such acquisitions,
investments or other business collaborations may involve significant commitments of the Company’s financial
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and other resources. Any such activity may not be successful in generating revenue, income or other returns to
the Company. Additionally, if the Company is unable to access capital markets on acceptable terms or at all, the
Company may not be able to consummate acquisitions, or may have to do so on the basis of a less than optimal
capital structure. The Company’s inability to (i) take advantage of growth opportunities for its business or its
products, or (ii) to address risks associated with acquisitions or investments in businesses, may negatively affect
its operating results. Finally, any impairment of goodwill or other intangible assets acquired in an acquisition or
in an investment, or charges to earnings associated with any acquisition or investment activity, may materially
reduce Cara’s earnings which, in turn, may have an adverse material effect on the price of the Subordinate
Voting Shares. If the Company does complete such transactions, it cannot be sure that it will ultimately
strengthen its competitive position or that it will not be viewed negatively by customers, security analysts
or investors.

Retail Licensing Opportunities

Cara currently licenses a limited number of branded products which are sold through select grocery stores
and other retail outlets. There can be no assurance that Cara will be successful in identifying or in capitalizing on
opportunities to expand sales of its existing branded products or to introduce additional branded products in the
manner and on the timelines anticipated by management or at all.

Seasonality and Weather

The restaurant industry is affected by weather and seasonal conditions. Adverse or unusual weather
patterns may negatively affect operations of businesses in the restaurant industry. Favourable weather tends to
increase guest traffic at the Company’s restaurants, particularly in summer seasons at restaurants with patios or
outdoor seating. Additionally, certain holidays and observances also affect guest dining patterns, both favourably
or unfavourably.

Dependence on frequent deliveries of fresh produce and groceries subjects businesses in the restaurant
industry to the risk that shortages or interruptions in supply caused by adverse weather conditions could
adversely affect the availability, quality and cost of ingredients. Severe cold weather increases consumption of
electricity and may cause an increase in oil and natural gas prices, which may result in markedly higher utility
prices for the Company’s restaurants. Severe hot weather leads to higher air conditioning costs. Any one of these
consequences of adverse or unusual weather conditions, as well as water or electricity supply disruptions, may
adversely affect the operations of the Company’s restaurants by reducing revenue.

Regulations Governing Alcoholic Beverages

A portion of the Company’s revenue is attributable to the sale of alcoholic beverages and the ability to serve
such beverages is an important factor in attracting customers. Alcoholic beverage control regulations require
each restaurant to apply to provincial and/or municipal authorities for a licence or permit to sell alcoholic
beverages on the premises and, in certain locations, to provide service for extended hours and on Sundays.
Typically, licences must be renewed annually and may be revoked or suspended for cause at any time. Alcoholic
beverage control regulations relate to numerous aspects of daily operations of restaurants including minimum
age of patrons and employees, hours of operation, advertising, wholesale purchasing, inventory control and
handling and storage and dispensing of alcoholic beverages.

The failure of the Company or a restaurant to retain a licence to serve liquor could adversely affect the
restaurant’s operations and reduce the Company’s revenue. Changes to laws regulating alcoholic beverages may
also adversely affect operations of restaurants and reduce the Company’s revenue by increasing costs, reducing
the potential customer base or reducing the hours of operations of such restaurants.

The Company or a restaurant may be subject in certain provinces to ‘‘dram-shop’’ statutes, which generally
provide a person injured by an intoxicated person the right to recover damages from an establishment that
wrongfully served alcoholic beverages to the intoxicated person. The Company carries liquor liability coverage as
part of its existing comprehensive general liability insurance.
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Laws Concerning Employees

The operations of restaurants are subject to minimum wage laws governing such matters as working
conditions, overtime and tip credits. Significant numbers of restaurants’ food service and preparation personnel
are paid at rates related to the minimum wage and, accordingly, further increases in the minimum wage could
increase the restaurants’ labour costs. The Company or franchisees may also hire foreign workers through the
Canadian federal governmment’s Temporary Foreign Worker Program, and accordingly, changes to this program
could increase labour costs and could adversely affect the Company’s business.

Dependence on Key Personnel

The success of the Company depends upon the personal efforts of senior management, including their
ability to retain and attract appropriate franchisee candidates. The loss of the services of such key personnel
could have a material effect on the operations of the Company. In addition, the Company’s continued growth
depends on its ability to attract and retain skilled management and employees and the ability of its key personnel
to manage the Company’s growth. See ‘‘Directors and Management of the Company’’. Certain key personnel are
not bound by non-competition covenants. If such personnel depart the Company and subsequently compete with
the Company or determine to devote significantly more time to other business interests, such activities could
have a material adverse effect on the Company’s results of operations.

Attracting and Retaining Quality Employees

The Company and its franchisees’ business is dependent upon attracting and retaining a large number of
quality employees who reflect the Company’s various brand images and culture. Many of these employees are in
entry level or part-time positions with historically high rates of turnover. The inability of the Company and its
franchisees to hire, train and retain employees may adversely affect the operations of the Company’s restaurants
and could have a material adverse effect on the Company’s revenue.

The Company’s ability to meet its labour needs while controlling the costs associated with hiring and
training new employees is subject to external factors such as unemployment levels, prevailing wage rates,
minimum wage legislation and changing demographics. Changes that adversely impact the Company’s ability to
attract and retain quality employees could adversely affect its business.

Unionization Activities May Disrupt Company Operations

Although only the employees at approximately 50 franchised restaurants and one corporate restaurant are
currently covered under collective bargaining agreements, the Company’s employees may elect to be
represented by labour unions in the future. If a significant number of the Company’s employees were to become
unionized and collective bargaining agreement terms were significantly different from the Company’s current
compensation arrangements, it could adversely affect the Company’s business, financial condition or results of
operations. In addition, a labour dispute involving some or all of the Company’s employees or the employees of
franchisees may harm Cara’s reputation, disrupt its operations and reduce its revenues, and resolution of
disputes may increase its costs. Further, if the Company enters into a new market with unionized construction
companies, or the construction companies in the Company’s current markets become unionized, construction
and build out costs for new Company restaurants in such markets could materially increase.

Reliance on Information Technology

The Company relies heavily on information systems, including point-of-sale processing in its restaurants, for
management of its supply chain, accounting, payment of obligations, collection of cash, credit and debit card
transactions, upkeep of Cara’s in-house call centre and other processes and procedures. The Company’s ability
to efficiently and effectively manage its business depends significantly on the reliability and capacity of these
systems. The Company’s operations depend upon its ability to protect its computer equipment and systems
against damage from physical theft, fire, power loss, telecommunications failure or other catastrophic events, as
well as from internal and external security breaches, viruses and other disruptive problems. The failure of these
systems to operate effectively, maintenance problems, upgrading or transitioning to new platforms, expanding
the Company’s systems as it grows or a breach in security of these systems could result in interruptions to or
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delays in the Company’s business and guest service and reduce efficiency in its operations. If the Company’s
information technology systems fail and its redundant systems or disaster recovery plans are not adequate to
address such failures, or if the Company’s business interruption insurance does not sufficiently compensate the
Company for any losses that it may incur, the Company’s revenues and profits could be reduced and the
reputation of its brands and its business could be materially adversely affected. In addition, remediation of such
problems could result in significant, unplanned capital investments.

Intellectual Property

The ability of the Company to maintain or increase its revenue will depend on its ability to maintain ‘‘brand
equity’’, including through the use of the Company’s trade-marks. If the Company fails to enforce or maintain
any of its intellectual property rights, the Company may be unable to capitalize on its efforts to establish brand
equity. All registered trade-marks in Canada can be challenged pursuant to provisions of the Trade-marks Act
(Canada), and if any Company trade-marks are ever successfully challenged, this may have a material adverse
impact on the Company.

The Company owns the Company’s trade-marks in Canada. However, it may not own identical and similar
trade marks in other jurisdictions. Third parties may use such trade-marks in jurisdictions other than Canada in
a manner that diminishes the value of such trade-marks. If this occurs, the value of the Company’s trade-marks
may suffer and the results of operations of the Company could be impacted. Similarly, negative publicity or
events associated with the Company, in jurisdictions outside of Canada may negatively affect the image and
reputation of the Company in Canada, resulting in a material adverse effect on the Company.

Lawsuits

The Company and the franchisees may, from time to time, become party to a variety of legal claims and
regulatory proceedings in Canada or elsewhere in the ordinary course of its business, including, but not limited
to, complaints or litigation from guests alleging food-related illness, injuries suffered on the premises or other
food quality, health or operational concerns. The Company is also subject to a variety of other claims arising in
the ordinary course of its business, including personal injury claims, contract claims, class action claims, claims
from franchisees (which tend to increase when franchisees experience declining sales and profitability) and
claims alleging violations regarding workplace and employment matters, discrimination and similar matters. The
existence of such claims against the Company or its affiliates, Directors or officers could have various adverse
effects, including the incurrence of significant legal expenses defending such claims, even those claims without
merit. The Company may also be named in lawsuits primarily directed at a franchisee. Adverse publicity
resulting from such allegations may materially affect the sales or results of operations of restaurants, regardless
of whether such allegations are true or whether the Company or a franchisee is ultimately held liable.

Regulation

The Company and each restaurant is subject to various licensing, laws and regulations governing its
business, employment standards, taxes and other matters, including but not limited to, laws and regulations
relating to alcoholic beverage control, smoking laws, health and safety and fire agencies. It is possible that future
changes in applicable federal, provincial or common laws or regulations or changes in their enforcement or
regulatory interpretation could result in changes in the legal requirements affecting the Company (including
with retroactive effect). Any changes in the laws to which the Company is subject, including but not limited to,
changes to the minimum wage, the Canadian federal government’s Temporary Foreign Worker Program and
informed dining regulations could materially adversely affect the Company’s overall business. In addition,
difficulties in obtaining or failures to obtain the required licences or approvals could delay or prevent the
development of a new restaurant in a particular area. It is impossible to predict whether there will be any future
changes in the regulatory regimes to which the Company will be subject or the effect of any such change.

As the owner or operator of real property, the Company and its franchisees are subject to federal,
provincial and local governmental regulations relating to the use, storage, discharge, emission and disposal of
waste and hazardous materials. Failure to comply with environmental laws could result in the imposition of
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severe penalties or restrictions on operations by governmental agencies or courts of law which could adversely
affect the Company’s operations.

Company’s Insurance May Not Provide Adequate Levels of Coverage

The Company believes that it maintains insurance customary for businesses of its size and type. However,
there are types of losses that the Company may incur that cannot be insured against or that the Company
believes are not economically reasonable to insure. Such losses could have a material adverse effect on the
Company’s business and results of operations.

LEGAL PROCEEDINGS

The Company is, from time to time, involved in legal proceedings of a nature considered normal to its
business. The Company believes that none of the litigation in which it is currently involved, or has been involved
since the beginning of the most recently completed financial year, individually or in the aggregate, is material to
its consolidated financial condition or results of operations.

LEGAL MATTERS

The matters referred to under ‘‘Eligibility for Investment’’ and ‘‘Certain Canadian Federal Income Tax
Considerations’’, as well as certain other legal matters relating to the issue and sale of the Subordinate Voting
Shares, will be passed upon on behalf of the Company by Torys LLP and on behalf of the Underwriters by Osler,
Hoskin & Harcourt LLP. As at the date of this prospectus, the partners and associates of each of Torys LLP and
Osler, Hoskin & Harcourt LLP beneficially own, directly and indirectly, less than 1% of the outstanding
securities or other property of the Company, its associates or its affiliates.

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Other than as noted below, there are no material interests, direct or indirect, of any director or executive
officer of the Company, any shareholder that beneficially owns, or controls or directs (directly or indirectly),
more than 10% of any class or series of the Company’s outstanding voting securities, or any associate or affiliate
of any of the foregoing persons, in any transaction within the three years before the date hereof that has
materially affected or is reasonably expected to materially affect the Company or any of its subsidiaries.

On October 31, 2013, Fairfax and certain of its affiliates entered into a subscription agreement with Cara,
under which Fairfax acquired 8,196,721 Class A Preferred Shares, 16,393,443 Class B Preferred Shares and
$25,000,000 aggregate principal amount of Subordinated Debentures, together with warrants to acquire Voting
Common Shares at a price of $3.05 per share, for an aggregate purchase price of $100,000,000. See ‘‘Description
of Share Capital — Description of Share Capital Prior to Closing’’. Also on that date, 7948883 Canada Inc., a
wholly-owned subsidiary of Fairfax, and the Prime Shareholders entered into an agreement with Cara, under
which Cara acquired all of the issued and outstanding shares of Prime for a purchase price of $69.6 million. The
purchase price was satisfied by the issuance of an aggregate of 22,819,672 Class A Preferred Shares, together
with warrants to acquire Voting Common Shares at a price of $3.05 per share. The Prime Shareholders include
Grant Cobb, an officer of Cara, Nicholas Perpick, a former officer of Cara, and a corporation controlled by John
Rothschild, a director and former officer of Cara. Fairfax and the Prime Shareholders entered into the Prime
Holdings Agreement with respect to the Prime Shareholders’ investment in Cara, as described under ‘‘Principal
Shareholders — Prime Holdings Agreement’’. Cara also entered into the Shared Services Agreement with
Fairfax, as described under ‘‘Principal Shareholders — Shared Services Agreement’’.

132



AUDITOR, TRANSFER AGENT AND REGISTRAR

KPMG LLP, Chartered Professional Accountants, Licensed Public Accountants, is the auditor of the
Company and has confirmed that it is independent of the Company within the meaning of the relevant rules and
related interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation
or regulation.

The transfer agent and registrar for the Multiple Voting Shares and the Subordinate Voting Shares will be
Valiant Trust Company at its principal office in Toronto, Ontario.

MATERIAL CONTRACTS

The following are the only material contracts of the Company that will be in effect on Closing (other than
certain agreements entered into in the ordinary course of business):

(a) the Coattail Agreement. See ‘‘Principal Shareholders — Coattail Agreement’’;

(b) the Principal Shareholders Agreement. See ‘‘Principal Shareholders — Principal Shareholders
Agreement and By-laws’’; and

(c) the Underwriting Agreement. See ‘‘Plan of Distribution’’.

Copies of the foregoing documents will be available following Closing on SEDAR.

PURCHASERS’ STATUTORY RIGHTS

Securities legislation in certain of the provinces and territories of Canada provides purchasers with the right
to withdraw from an agreement to purchase securities. This right may be exercised within two business days after
receipt or deemed receipt of a prospectus and any amendment. In several of the provinces and territories, the
securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, revisions
of the price or damages if the prospectus and any amendment contains a misrepresentation or is not delivered to
the purchaser, provided that the remedies for rescission, revisions of the price or damages are exercised by the
purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory.
The purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s province
or territory for the particulars of these rights or consult with a legal adviser.
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GLOSSARY

‘‘Adjusted EBITDA’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Adjusted EBITDA Margin’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Adjusted Net Earnings’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Adjustments’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements of
Compensation’’;

‘‘Adjustments Events’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements
of Compensation’’;

‘‘Advance Notice Provisions’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Multiple
Voting Shares and Subordinate Voting Shares’’;

‘‘Affiliate’’ has the meaning attributed to that term in the Principal Shareholder Agreement;

‘‘allowable capital loss’’ has the meaning asc ribed thereto under ‘‘Certain Canadian Federal Income Tax
Considerations — Taxation of Holders of Subordinate Voting Shares’’;

‘‘Alternative Investment’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Shared Services
Agreement’’;

‘‘articles’’ means, when used in reference to the Company, Cara’s articles of amalgamation, as amended;

‘‘Audit Committee’’ means the audit committee of the Company, as further described under the heading
‘‘Directors and Management of the Company — Audit Committee’’;

‘‘BMO’’ means BMO Nesbitt Burns Inc.;

‘‘Board’’ means the board of directors of the Company;

‘‘Boston Pizza’’ means Boston Pizza International Inc.;

‘‘CAGR’’ means compound annual growth rate;

‘‘Canadian Restaurant Industry’’ has the meaning ascribed thereto under ‘‘The Canadian Foodservice Industry’’;

‘‘Cara’’ means Cara Operations Limited;

‘‘Cara Holdings’’ means Cara Holdings Limited;

‘‘Cara Phelan Company’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Pre-Closing
Capital Changes’’;

‘‘CDS’’ means CDS Clearing and Depository Services Inc.;

‘‘CEO’’ means chief executive officer;

‘‘CEO Options’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements of
Compensation’’;

‘‘CFO’’ means chief financial officer;

‘‘Change of Control’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements of
Compensation’’;

‘‘CIBC’’ means CIBC World Markets Inc.;

‘‘Class A Preferred Shares’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Description
of Share Capital Prior to Closing’’;

‘‘Class B Preferred Shares’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Description
of Share Capital Prior to Closing’’;
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‘‘Class A Warrants’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Description of
Share Capital Prior to Closing’’;

‘‘Class B Warrants’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Description of
Share Capital Prior to Closing’’;

‘‘Closing’’ means the closing of the Offering;

‘‘Closing Date’’ means April 10, 2015, or such other date as the Company and the Underwriters may agree, but in
any event no later than April 17, 2015;

‘‘Coattail Agreement’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Coattail Agreement’’;

‘‘Code of Conduct’’ means the code of conduct of the Company, as further described under ‘‘Directors and
Management of the Company’’;

‘‘Company’’ means Cara Operations Limited, as interpreted in the manner described under ‘‘About this
Prospectus’’;

‘‘Control’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Principal Shareholders
Agreement and By-laws’’;

‘‘CRA’’ means the Canada Revenue Agency;

‘‘Credit Facilities’’ means, collectively, the Existing Credit Facility and the New Credit Facility;

‘‘Credit Facility Guarantor’’ has the meaning ascribed thereto under ‘‘Description of Materials Indebtedness and
Refinancing — Existing Credit Facility’’;

‘‘Converted Offered Shares’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer
Restrictions and Sale Procedures’’;

‘‘Deadlock’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Governance Provisions’’;

‘‘Demand Notice’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Demand Registration
Right’’;

‘‘Demand Registration’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Demand
Registration Right’’;

‘‘Directors’’ means the directors of the Company, and ‘‘Director’’ means any one of them;

‘‘Directors Options’’ has the meaning ascribed thereto under ‘‘Director Compensation — Directors’
Compensation’’;

‘‘Director Share Option Plans’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal
Elements of Compensation’’;

‘‘DRIP’’ has the meaning ascribed thereto under ‘‘Dividend Policy — Dividend Reinvestment Plan’’;

‘‘DSOP Adjustment Events’’ has the meaning ascribed thereto under ‘‘Directors Compensation — Directors’
Compensation’’;

‘‘DSOP Adjustment’’ has the meaning ascribed thereto under ‘‘Directors Compensation — Directors’
Compensation’’;

‘‘Exercise Period’’ has the meaning ascribed thereto under ‘‘Directors Compensation — Directors’
Compensation’’;

‘‘Existing Credit Facilities’’ has the meaning ascribed thereto under ‘‘Description of Material Indebtedness and
Refinancing’’;

‘‘Fairfax’’ means Fairfax Financial Holdings Limited and its affiliates;

‘‘Fairfax Associated Restaurants’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Shared
Services Agreement’’;
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‘‘Fairfax Group’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Principal Shareholders
Agreement and By-laws’’;

‘‘Fairfax Group Shareholders’’ has the meaning attributed to that term in the Principal Shareholder Agreement;

‘‘First Offer Notice’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and
Sale Procedures’’;

‘‘Fiscal 2012’’ means the 52-week year ended January 1, 2013;

‘‘Fiscal 2013’’ means the 52-week year ended December 31, 2013;

‘‘Fiscal 2014’’ means the 52-week year ended December 30, 2014;

‘‘Fiscal 2015’’ means the 52-week year ended December 27, 2015;

‘‘Forzani’’ means the Forzani Group Ltd.;

‘‘forward-looking information’’ has the meaning ascribed thereto under ‘‘Forward-Looking Information’’;

‘‘GDP’’ means gross domestic product;

‘‘Governance, Compensation and Nominating Committee’’ means the governance, compensation and nominating
committee of the Company, as further described under ‘‘Directors and Management of the Company —
Governance, Compensation and Nominating Committee’’;

‘‘Holder’’ has the meaning ascribed thereto under ‘‘Certain Canadian Federal Income Tax Considerations’’;

‘‘IFRS’’ means International Financial Reporting Standards.

‘‘Issued Securities’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Pre-Emptive Rights’’;

‘‘Independent Director’’ means a Director who is independent of the Company in accordance with applicable
Canadian securities law;

‘‘Lead Underwriter’’ means Scotia;

‘‘Legacy CEO Share Option Plan’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal
Elements of Compensation’’;

‘‘Legacy Director Share Option Plan’’ has the meaning ascribed thereto under ‘‘Executive Compensation —
Principal Elements of Compensation’’;

‘‘Legacy DSOP’’ has the meaning ascribed thereto under ‘‘Directors Compensation — Directors’ Compensation’’;

‘‘Legacy Share Option Plan’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal
Elements of Compensation’’;

‘‘Market Value’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements of
Compensation’’;

‘‘Minimum Holdings Requirement’’ has the meaning ascribed thereto under ‘‘Directors Compensation —
Directors’ Compensation’’;

‘‘Multiple Voting Shares’’ means the multiple voting shares in the capital of the Company, as further described
under ‘‘Description of Share Capital — Voting Rights’’, and ‘‘Multiple Voting Share’’ means any one of them;

‘‘named executive officers’’ means the named executive officers of the Company and its subsidiaries, as further
described under ‘‘Executive Compensation’’;

‘‘NEOs’’ means the named executive officers of the Company and its subsidiaries, as further described under
‘‘Executive Compensation’’;

‘‘Net Savings’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Shared Services Agreement’’;

‘‘New Credit Facility’’ has the meaning ascribed thereto under ‘‘Description of Material Indebtedness and
Refinancing — New Credit Facility’’;
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‘‘New Credit Facility Guarantors’’ has the meaning ascribed thereto under ‘‘Description of Material Indebtedness
and Refinancing — New Credit Facility’’;

‘‘NI 52-110’’ means National Instrument 52-110 — Audit Committees of the Canadian Securities Administrators,
as amended from time to time;

‘‘Nominating Shareholder’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Multiple
Voting Shares and Subordinate Voting Shares’’;

‘‘Non-voting Common Shares’’ has the meaning ascribed thereto under ‘‘Description of Share Capital —
Description of Share Capital Prior to Closing’’;

‘‘Notice Date’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Multiple Voting Shares
and Subordinate Voting Shares’’;

‘‘OBCA’’ means the Business Corporations Act (Ontario);

‘‘Offered Shares’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and
Sale Procedures’’;

‘‘Offeree’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and Sale
Procedures’’;

‘‘Offeree Group’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and
Sale Procedures’’;

‘‘Offering’’ has the meaning ascribed thereto on the cover page of this prospectus;

‘‘Offering Price’’ has the meaning ascribed thereto on the cover page of this prospectus;

‘‘Offeror’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and Sale
Procedures’’;

‘‘Operating EBITDA’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Operating EBITDA Margin’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Options’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements of
Compensation’’;

‘‘Over-Allotment Option’’ has the meaning ascribed thereto on the cover page of this prospectus;

‘‘Permitted Assigns’’ has the meaning attributed to that term in the Principal Shareholder Agreement;

‘‘Phelan Group Shareholders’’ has the meaning attributed to that term in the Principal Shareholder Agreement;

‘‘POS’’ means point of sale;

‘‘Pre-Closing Capital Changes’’ has the meaning ascribed thereto under ‘‘Description of Share Capital —
Pre-Closing Capital Changes’’;

‘‘Prime’’ means Prime Restaurants Inc.;

‘‘Prime Holdings’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Prime Holdings
Agreement’’;

‘‘Prime Holdings Agreement’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Prime Holdings
Agreement’’;

‘‘Prime Shareholders’’ means, collectively, Rothschild Holdings Limited (a corporation controlled by John
Rothschild), Nicholas Perpick and Grant Cobb.

‘‘Principal Shareholders’’ has the meaning ascribed thereto on the cover page of this prospectus;

‘‘Principal Shareholders Agreement’’ has the meaning ascribed thereto under ‘‘Principal Shareholders —
Principal Shareholders Agreement and By-laws’’;
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‘‘Purchase Price’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and
Sale Procedures’’;

‘‘RBC’’ means RBC Dominion Securities Inc.;

‘‘Related Entity’’ has the meaning attributed to that term in the Principal Shareholder Agreement;

‘‘Restaurants Canada Report’’ means Restaurants Canada 2014 Foodservice Forecast;

‘‘Robinson Holders’’ means Don Robinson and any of his affiliates holding securities of the Company, collectively;

‘‘RRIF’’ means registered retirement income fund;

‘‘RRSP’’ means registered retirement savings plan;

‘‘Scotia’’ means Scotia Capital Inc.;

‘‘Secondary Offering’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Demand Registration
Right’’;

‘‘SEDAR’’ means the System for Electronic Document Analysis and Retrieval at www.sedar.com;

‘‘Selling Shareholder’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Demand Registration
Right’’;

‘‘Service Period’’ has the meaning ascribed thereto under ‘‘Directors Compensation — Directors’
Compensation’’;

‘‘Severance Entitlements’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Employment
Agreements, Termination and Change of Control Benefits’’;

‘‘Shared Services Agreement’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Shared
Services Agreement’’;

‘‘Shared Services and Purchasing Agreement’’ has the meaning ascribed thereto under ‘‘Principal
Shareholders — Shared Services Agreement’’;

‘‘Shareholders’’ means, collectively, the holders of the Multiple Voting Shares and Subordinate Voting Shares,
and ‘‘Shareholder’’ means any one of them;

‘‘Shareholder Group’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Principal Shareholders
Agreement and By-laws’’;

‘‘Share Option Plan’’ has the meaning ascribed thereto under ‘‘Executive Compensation — Principal Elements of
Compensation’’;

‘‘Shares’’ means, collectively, the Subordinate Voting Shares and the Multiple Voting Shares;

‘‘SG&A’’ has the meaning ascribed thereto under ‘‘The Business of Cara — Investment Highlights’’;

‘‘SRS’’ means same-restaurant sales;

‘‘SRS Growth’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Subordinate Voting Shares’’ means the subordinate voting shares in the capital of the Company, as further
described under ‘‘Description of Share Capital — Voting Rights’’, and ‘‘Subordinate Voting Share’’ means any
one of them;

‘‘Subordinated Debentures’’ means the Company’s 9% per annum $25 million principal amount subordinated
unsecured debentures due October 31, 2018;

‘‘Subordinated Debt Warrants’’ has the meaning ascribed thereto under ‘‘Description of Share Capital —
Description of Share Capital Prior to Closing’’;

‘‘System Sales’’ has the meaning ascribed thereto under ‘‘Non-IFRS Measures’’;

‘‘Tax Act’’ means the Income Tax Act (Canada) and the regulations thereunder;
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‘‘Tax Proposals’’ has the meaning ascribed thereto under ‘‘Certain Canadian Federal Income Tax
Considerations’’;

‘‘taxable capital gain’’ has the meaning ascribed thereto under ‘‘Certain Canadian Federal Income Tax
Considerations — Taxation of Holders of Subordinate Voting Shares’’;

‘‘TD’’ means TD Securities Inc.;

‘‘Technomic Report’’ has the meaning ascribed thereto under ‘‘The Canadian Foodservice Industry — Market
Participants’’;

‘‘TFSA’’ means tax-free savings account;

‘‘The Brick’’ means The Brick Ltd.;

‘‘Third Party’’ has the meaning ascribed thereto under ‘‘Principal Shareholders — Transfer Restrictions and Sale
Procedures’’;

‘‘TSX’’ means the Toronto Stock Exchange;

‘‘UMIR’’ has the meaning ascribed thereto under ‘‘Plan of Distribution — Price Stabilization, Short Positions
and Passive Market Making’’;

‘‘U.S. Securities Act’’ means the United States Securities Act of 1933, as amended;

‘‘Underwriters’’ means, collectively, Scotia, BMO, RBC, CIBC, TD, National Bank Financial Inc., Canaccord
Genuity Corp., GMP Securities L.P., Raymond James Ltd., Cormark Securities Inc. and Laurentian Bank
Securities Inc.;

‘‘Underwriters’ Fees’’ has the meaning ascribed thereto on the cover page of this prospectus;

‘‘Underwriting Agreement’’ means the underwriting agreement among the Company and the Underwriters dated
March 31, 2015, as further described under ‘‘Plan of Distribution’’;

‘‘United States’’ has the meaning ascribed thereto in Regulation S under the U.S. Securities Act;

‘‘Voting Common Shares’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Description
of Share Capital Prior to Closing’’; and

‘‘Warrants’’ has the meaning ascribed thereto under ‘‘Description of Share Capital — Description of Share
Capital Prior to Closing’’.
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KPMG LLP
Chartered Accountants
Bay Adelaide Centre
333 Bay Street Suite 4600
Toronto ON M5H 2S5
Canada

Telephone      (416) 777-8500
Telefax           (416) 777-8818
Internet           www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Cara Operations Limited,

We have audited the accompanying consolidated financial statements of Cara Operations Limited, which
comprise the consolidated balance sheets as at December 30, 2014 and December 31, 2013, the consolidated
statements of earnings (loss) and comprehensive income (loss), total equity and cash flows for the 52 week years
ended December 30, 2014 and December 31, 2013, and notes, comprising a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of Cara Operations Limited as at December 30, 2014 and December 31, 2013, and its
consolidated financial performance and its consolidated cash flows for the 52 week years ended December 30,
2014 and December 31, 2013 in accordance with International Financial Reporting Standards.

Chartered Accountants, Licensed Public Accountants

March 31, 2015
Toronto, Canada

F-3



CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)

For the 52 weeks ended December 30, 2014 and December 31, 2013
(in thousands of Canadian dollars, except where otherwise indicated)

Period ended Period ended
December 30, December 31,

2014 2013

Sales (note 7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 205,073 $ 194,829
Franchise revenues (note 8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71,754 74,306
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,979 1,511

Total gross revenue from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . $ 281,806 $ 270,646
Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (59,379) (56,285)
Selling, general and administrative expenses (notes 9, 10 and 11) . . . . . . . . . . . (162,697) (172,610)
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,451) (1,520)
Impairment of assets, net of reversals (notes 17, 18 and 19) . . . . . . . . . . . . . . . (4,922) (2,680)
Restructuring (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,573) (14,249)
Other charges (note 13) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (21,499)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,784 1,803
Finance costs
Net interest expense and other financing charges (note 15) . . . . . . . . . . . . . . (33,404) (44,036)
Loss on derivative (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (516) (24)

Earnings (loss) from continuing operations before income taxes . . . . . . . . . . . . . 9,864 (42,257)
Income taxes (note 16) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,511) 21

Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . 5,353 (42,236)
Discontinued operations — net of income taxes (note 6) . . . . . . . . . . . . . . . . . 85 278

Net earnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,438 $ (41,958)

Net earnings (loss) attributable to
Shareholders of the Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,600 $ (41,628)
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (162) (330)

$ 5,438 $ (41,958)

Net earnings (loss) per share attributable to the Common Shareholders of the
Company (note 27) (in dollars)

Basic earnings (loss) per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.111 $ (0.825)
Diluted earnings (loss) per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.070 $ (0.825)
Basic earnings (loss) per share from continuing operations . . . . . . . . . . . . . . . . $ 0.109 $ (0.830)
Diluted earnings (loss) per share from continuing operations . . . . . . . . . . . . . . $ 0.069 $ (0.830)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

For the 52 weeks ended December 30, 2014 and December 31, 2013
(in thousands of Canadian dollars)

Period ended Period ended
December 30, December 31,

2014 2013

Net earnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,438 $(41,958)

Items that will not be reclassified to profit or loss:
Net defined benefit plan actuarial gain (loss), net of income taxes (notes 16

and 22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,000) 913

Other comprehensive income (loss), net of income taxes . . . . . . . . . . . . . . . . . . . (2,000) 913

Total comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,438 $(41,045)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF TOTAL EQUITY

For the 52 weeks ended December 30, 2014 and December 31, 2013
(in thousands of Canadian dollars, except where otherwise indicated)

Attributable to the Shareholders of the Company

Common
Number of share Warrant Contributed Non-controlling Total

shares capital certificates surplus Deficit interest equity

(in thousands)

Balance at December 31, 2013 . . 50,467 $29,285 $17,913 $ 852 $(300,640) $ 245 $(252,345)

Net earnings (loss) . . . . . . . . . — — — — 5,600 (162) 5,438
Other comprehensive loss . . . . . — — — — (2,000) — (2,000)

Total comprehensive income
(loss) . . . . . . . . . . . . . . . . . — — — — 3,600 (162) 3,438

Dividends . . . . . . . . . . . . . . . — — — — (11,000) — (11,000)
Issuance of warrant certificates

(note 25) . . . . . . . . . . . . . . — — 577 — — — 577
Investment from non-controlling

interest (notes 3 and 32) . . . . — — — — — 50 50
Distribution to non-controlling

interest . . . . . . . . . . . . . . . — — — — — (44) (44)
Acquired non-controlling interest

(note 5) . . . . . . . . . . . . . . . — — — — — 14,931 14,931
Long-term incentive plans

(note 28) . . . . . . . . . . . . . . — — — 6,352 — — 6,352

— — 577 6,352 (7,400) 14,775 14,304

Balance at December 30, 2014 . . 50,467 $29,285 $18,490 $7,204 $(308,040) $15,020 $(238,041)

Attributable to the Shareholders of the Company

Common
Number of share Warrant Contributed Non-controlling Total

shares capital certificates surplus Deficit interest equity

(in thousands)

Balance at January 1, 2013 . . . . 50,467 $29,285 $ — $1,738 $(249,301) $ 247 $(218,031)

Net loss . . . . . . . . . . . . . . . . — — — — (41,628) (330) (41,958)
Other comprehensive income . . — — — — 913 — 913

Total comprehensive loss . . . . . — — — — (40,715) (330) (41,045)
Dividends . . . . . . . . . . . . . . . — — — — (10,624) — (10,624)
Issuance of warrant certificates

(note 25) . . . . . . . . . . . . . . — — 17,913 — — — 17,913
Investment from non-controlling

interest (note 3) . . . . . . . . . . — — — — — 211 211
Distribution to non-controlling

interest . . . . . . . . . . . . . . . — — — — — (9) (9)
Acquired non-controlling interest

(note 5) . . . . . . . . . . . . . . . — — — — — 126 126
Long-term incentive plans

(note 28) . . . . . . . . . . . . . . — — — (886) — — (886)

— — 17,913 (886) (51,339) (2) (34,314)

Balance at December 31, 2013 . . 50,467 $29,285 $17,913 $ 852 $(300,640) $ 245 $(252,345)

See accompanying notes to the consolidated financial statements.

F-6



CARA OPERATIONS LIMITED

CONSOLIDATED BALANCE SHEETS

As at December 30, 2014 and December 31, 2013
(in thousands of Canadian dollars)

As at As at
December 30, December 31,

2014 2013

Assets

Current Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,808 $ 1,576
Accounts receivable (note 34) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,108 42,412
Inventories (note 14) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,223 2,722
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,556 1,995

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,695 48,705
Long-term receivables (note 17) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,173 69,368
Property, plant and equipment (note 18) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86,597 76,416
Brands and other assets (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 163,650 153,113
Goodwill (note 20) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,051 18,059
Deferred tax asset (note 16) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 671 2,161

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $387,837 $367,822

Liabilities

Current Liabilities
Bank indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 6,926
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81,352 63,459
Provisions (note 21) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,904 4,894
Gift card liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,461 43,069
Income taxes payable (note 16) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,991 364
Current portion of long-term debt (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,702 16,794
Discontinued operations (note 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 184 408

Total Current Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 159,594 135,914
Long-term debt (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 260,661 273,346
Preferred shares (note 24) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135,545 126,289
Provisions (note 21) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,630 7,814
Other long-term liabilities (note 26) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,448 76,804

Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 625,878 620,167

Shareholders’ Equity
Common share capital (note 29) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,285 29,285
Warrant certificates (note 25) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,490 17,913
Contributed surplus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,204 852
Deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (308,040) (300,640)

Total Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (253,061) (252,590)
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,020 245

Total Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (238,041) (252,345)

Total Liabilities and Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $387,837 $367,822

Commitments, contingencies and guarantees (note 33)
Subsequent events (note 37)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the 52 weeks ended December 30, 2014 and December 31, 2013
(in thousands of Canadian dollars)

Period ended Period ended
December 30, December 31,

2014 2013

Cash from (used in)

Operating Activities
Net earnings (loss) from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,353 $ (42,236)

Restructuring (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,573 14,249
Depreciation of property, plant and equipment (notes 10,11 and 18) . . . . . . . . . . . . . . 17,413 23,747
Amortization of other assets (note 11) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,503 302
Lease costs and tenant inducement amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . 674 394
Net (gain)/loss on disposal of property, plant and equipment (notes 18 and 26) . . . . . . . (275) 18,555
Losses on early buyout/cancellation of equipment rental contracts . . . . . . . . . . . . . . . . 4,400 1,781
Impairment of assets, net of reversals (notes 17, 18 and 19) . . . . . . . . . . . . . . . . . . . . 4,922 2,680
Net interest expense and other financing charges (note 15) . . . . . . . . . . . . . . . . . . . . . 33,404 44,036
Change in fair value of derivative (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 516 24
Stock based compensation (note 28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,142 (886)
Income taxes (paid) received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (775) 94
Change in onerous contract provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (792) 1,605
Other non-cash items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,120) (293)
Net change in non-cash operating working capital (note 31) . . . . . . . . . . . . . . . . . . . . 11,564 (22,443)

Cash flows from operating activities of continuing operations . . . . . . . . . . . . . . . . . . . . . 88,502 41,609
Cash flows used in operating activities of discontinued operations . . . . . . . . . . . . . . . . . . (139) (2,354)

Cash flows from operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,363 39,255

Investing Activities
Business acquisitions, net of cash assumed (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . (28,656) (3,085)
Purchase of property, plant and equipment (note 18) . . . . . . . . . . . . . . . . . . . . . . . . . . (17,673) (17,876)
Proceeds on disposal of property, plant and equipment (note 18) . . . . . . . . . . . . . . . . . . 348 1,798
Proceeds on early buyout of equipment rental contracts . . . . . . . . . . . . . . . . . . . . . . . . . 2,765 1,433
Additions to other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (109) (324)
Change in long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,020 3,885

Cash flows used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38,305) (14,169)

Financing Activities
Change in bank indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,926) (1,581)
Issuance of long-term credit facility (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,000 396,855
Issuance of preferred shares (note 24) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 69,202
Issuance of warrant certificates (note 25) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 6,473
Issuance of subordinated unsecured debentures (note 23) . . . . . . . . . . . . . . . . . . . . . . . — 24,326
Repayment of notes (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (200,000)
Repayment of long-term credit facility (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (127,000) (272,855)
Repayment of other long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (86) —
Redemption fee on notes (notes 15 and 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (4,562)
Change in finance leases (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,928) (1,283)
Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19,853) (25,536)
Dividends on common shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (10,624)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (33) (5,487)

Cash flows used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (47,826) (25,072)

Change in cash during the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,232 14
Cash — Beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,576 1,562

Cash — End of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,808 $ 1,576

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 30, 2014 and December 31, 2013

1. NATURE AND DESCRIPTION OF THE REPORTING ENTITY

Cara Operations Limited is a Canadian private Company incorporated under the Ontario Business Corporations Act and is a Canadian
full service restaurant operator and franchisor. Its registered office is located at 199 Four Valley Drive, Vaughan, Canada L4K 0B8. Cara
Operations Limited and its controlled subsidiaries are together referred to in these consolidated financial statements as ‘‘Cara’’ or
‘‘the Company’’.

The Company is principally owned by Cara Holdings Limited (97%), with the remaining ownership interest in the Company (3%) held
directly or indirectly by Cara’s former President and Chief Executive Officer.

On October 31, 2013, as part of the acquisition and financing transactions disclosed in note 5 and notes 24, 25 and 26, respectively, the
Company issued non-voting preferred shares and warrants exercisable into voting common shares to subsidiaries of Fairfax Financial
Holdings Limited (‘‘Fairfax’’) and certain key employees of Prime Restaurants Inc. (‘‘Prime’’). As a result of these transactions and the
Unanimous Shareholder Agreement between the Company’s common shareholders and preferred shareholders, the Company is jointly
controlled by the common shareholders and preferred shareholders.

2. BASIS OF PRESENTATION

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (‘‘IFRS’’) as
issued by the International Accounting Standards Board (‘‘IASB’’) and using the accounting policies described herein.

The consolidated financial statements were authorized for issue by the Board of Directors (‘‘Board’’) on February 12, 2015.

Basis of preparation

The consolidated financial statements were prepared on a historical cost basis except for the following items which were valued at fair
value; cash and derivatives at fair value through profit and loss, determination of equity settled stock-based compensation arrangements
on date of issuance as described in note 28 and defined benefit plan assets with the obligations related to these pension plans measured
at their discounted present value as described in note 22.

Functional and presentation currency

The consolidated financial statements are presented in Canadian dollars which is the Company’s functional currency. All financial
information presented in Canadian dollars has been rounded to the nearest thousands of dollars except where otherwise indicated.

Fiscal year

The fiscal year of the Company ends on the Tuesday closest to December 31st. As a result, the Company’s fiscal year is usually 52 weeks
in duration but includes a 53rd week every five to six years. The years ended December 30, 2014 and December 31, 2013 both contained
52 weeks.

Critical accounting judgements and estimates

The preparation of the consolidated financial statements requires management to make various judgements and estimates in applying
the Company’s accounting policies that affect the reported amounts and disclosures made in the consolidated financial statements and
accompanying notes.

These judgements and estimates are based on management’s historical experience, knowledge of current events and conditions and
other factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.

Within the context of these financial statements, a judgement is a decision made by management in respect of the application of an
accounting policy, a recognized or unrecognized financial statement amount and/or note disclosure, following an analysis of relevant
information that may include estimates and assumptions.

Estimates and assumptions are used mainly in determining the measurement of balances recognized or disclosed in the consolidated
financial statements and are based on a set of underlying data that may include management’s historical experience, knowledge of
current events and conditions and other factors that are believed to be reasonable under the circumstances. Estimates and assumptions
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 30, 2014 and December 31, 2013

2. BASIS OF PRESENTATION (Continued)

are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimates are revised and
in any future periods affected.

The following are the accounting policies, disclosed in note 3, that are subject to judgements and estimates.

Accounts receivable and long-term franchise receivables

Management reviews accounts receivables and long-term franchise receivables at each balance sheet date utilizing judgements to
determine whether a triggering event has occurred requiring an impairment test to be completed.

Management determines the net realizable value of its accounts receivables and long-term franchise receivables by updating and
reviewing expected future cash flows. The process of determining the net realizable value requires management to make estimates
regarding projected future cash flows.

Impairment of non-financial assets

Management is required to use judgement in determining the grouping of assets to identify their cash generating units (‘‘CGUs’’) for
the purposes of testing fixed assets for impairment. Judgement is further required to determine appropriate groupings of CGUs, for the
level at which goodwill and intangible assets are tested for impairment. In addition, judgement is used to determine whether a triggering
event has occurred requiring an impairment test to be completed.

In determining the recoverable amount of a CGU, various estimates are employed. The Company determines fair value less costs to sell
using estimates such as projected future sales, earnings, capital investments and discount rates. Projected future sales and earnings are
consistent with strategic plans provided to the Company’s Board. Discount rates are based on an estimate of the Company’s weighted
average cost of capital taking into account external industry information reflecting the risk associated with the specific cash flows.

Leases

In classifying a lease as either financial or operating, management has to make certain assumptions in estimating the present value of
future lease payments and the estimated useful lives of the related assets. These assumptions include the allocation of value between
land and building, and discount rates.

Income and other taxes

The calculation of current and deferred income taxes requires management to make certain judgements regarding the tax rules in
jurisdictions where the Company performs activities. Application of judgements is required regarding classification of transactions and
in assessing probable outcomes of claimed deductions including expectations of future operating results, the timing and reversal of
temporary differences, likelihood of utilizing deferred tax assets and possible audits of income tax and other tax filings to the tax
authorities.

Employee future benefits

Accounting for the costs of defined benefit pension plans is based on using a number of assumptions including estimates of rates of
compensation increase and retirement ages of plan members. The discount rate used to value the accrued benefit plan obligation is
based on high quality corporate bonds in the same currency in which the benefits are expected to be paid and with terms to maturities
that on average match the terms of the defined benefit obligations. Other key assumptions for pension obligations are based on
actuarial determined data and current market conditions.

Gift cards

Management is required to make certain assumptions on the likelihood of gift card redemptions based on historical redemption
patterns. The impact of these assumptions results in the recognition of income for gift card purchases that are expected to not
be redeemed.
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 30, 2014 and December 31, 2013

2. BASIS OF PRESENTATION (Continued)

Provisions

Management reviews provisions at each balance sheet date utilizing judgements to determine the probability that an outflow of
economic benefit will result from the legal or constructive obligation and an estimate of the associated obligation. Due to the
judgemental nature of these items, future settlements may differ from amounts recognized.

Stock-based compensation

The accounting for equity-settled stock-based compensation requires management to make an estimate of the fair value of the stock
options based on the enterprise value of the Company at the time of the grant as well as estimates around volatility, risk free rates and
forfeitures of vested options.

3. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies set out below have been applied consistently to all periods presented in these consolidated financial
statements.

Basis of consolidation

The consolidated financial statements include the accounts of the Company and other entities that the Company controls. Control exists
when the Company is exposed to or has the rights to variable returns from its involvement in the entity and has the ability to direct the
activities that significantly affect the entities’ returns through its power over the entity. The Company reassesses control on an
ongoing basis.

Structured entities are consolidated under IFRS 10, if based on an evaluation of the substance of its relationship with the Company, the
Company concludes that it controls the structured entity. Structured entities are entities controlled by the Company which were
designed so that voting or similar rights are not the dominant factor in deciding who controls the entity.

Transactions and balances between the Company and its consolidated entities have been eliminated on consolidation.

Non-controlling interests

Non-controlling interests represent equity interests in subsidiaries owned by outside parties. The share of net assets of subsidiaries
attributable to non-controlling interests is presented as a component of equity. Their share of net income (loss) is recognized directly in
equity. Changes in the parent company’s ownership interest in subsidiaries that do not result in a loss of control are accounted for as
equity transactions. Therefore, no goodwill is recognized as a result of such transactions.

The Company holds 55% of the common shares in The Landing Group. A third party holds the remaining 45% investment (see note 5).

Prime, a wholly owned subsidiary of the Company, holds partnership shares in Bier Markt locations as follows:

• 95% partnership share of D’Arcy McGee’s on Sparks Street in Ottawa. A third party holds the remaining 5% investment for which
they contributed $0.1 million during the year-ended December 30, 2014.

• 93% partnership share of Bier Markt on boul René-Lévesque in Montreal. Two third parties hold the remaining 7% investment for
which they contributed $0.2 million during the year-ended December 31, 2013.

• 95% partnership share of Bier Markt on King Street West in Toronto. A third party holds the remaining 5% investment.

• 95% partnership share of Bier Markt on Don Mills Road in Toronto. Two third parties hold the remaining 5% investment.

• 95% partnership share of Bier Markt on The Queensway in Toronto. Two third parties hold the remaining 5% investment.

All these investments have been reflected as a non-controlling interest on the consolidated balance sheets.

When the Company ceases to have control or significant influence, any retained interest in the entity is re-measured to its fair value,
with the change in the carrying amount recognized in net earnings (loss). The fair value is the initial carrying amount for the purposes of
subsequently accounting for the retained interest as an associate, joint venture or financial asset.
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If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts
previously recognized in other comprehensive income (loss) are reclassified to profit or loss where appropriate.

If the Company was to purchase the remaining non-controlling interest from outside parties, the non-controlling interest on the
consolidated balance sheet would be eliminated, and any difference between the consideration paid and the carrying amount of the
non-controlling interest would be recorded directly to equity.

Revenue recognition

Gross revenues include revenue from the Company’s foodservice activities. These activities consist primarily of food and beverage sales
at restaurants operated by the Company and franchise revenues earned as part of the license agreements between the Company and its
franchisees.

Corporate Sales

Corporate sales are made up of the direct sale of prepared food to customers at company-owned restaurants and revenue from
processing off-premise phone, web and mobile orders.

Franchise revenues

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of the license agreements, the franchisees
pay franchise fees, conversion fees for established locations, and other payments, which may include payments for royalties, equipment
and rents. Franchise fees and conversion fees, if applicable, are substantially collected at the time the license agreement is entered into.
These franchise transactions result in multiple deliverable arrangements and as such the Company has used the residual method to
determine the allocation of the consideration to each component of the arrangement. These multiple deliverable arrangements are
divided into the separate components of the transactions. The consideration is then first allocated to any undelivered products and
services within the arrangement based on their fair values and the remainder is allocated to the products and services that have been
delivered at the time of the transaction. During 2014, $0.5 million (December 31, 2013 — $0.2 million) in franchise fees and $1.8 million
(December 31, 2013 — $16.3 million) of conversion fees (see note 8), if applicable, were recognized when the franchisee commenced
operation of the licensed restaurant.

Royalties, based on a percentage of sales, are recognized as revenue on the accrual basis and recorded when earned. Most rental
agreements are based on fixed payments including the recovery of operating costs, while other rental agreements are contingent on
certain sales levels. Rental revenue from all leases is recognized on a straight-line basis over the term of the related lease. The Company
has established reserves, based on the net realizable value, related to the collection of franchise royalties and other franchise related
receivables.

Development revenues

The Company contracts with certain franchisees to construct restaurants on the franchisees’ behalf. The Company manages the
construction of the restaurant and separately contracts with construction companies and other suppliers to develop the restaurant.
Franchisees reimburse the Company for costs incurred in building the restaurant. These reimbursements are classified as development
revenues and related costs are classified as development expenses in the consolidated statements of earnings (loss).

When a specific act in a service contract is much more significant than any other acts, revenue is recognized only after the significant act
is performed. For the Company, the most significant event or act in these construction arrangements is when the applicable restaurant
opens for business. Development revenues and related development expenses from the construction of franchised restaurants are
recognized when the Company performs substantially all initial services required by the franchise agreement, which is generally on
restaurant opening and when collection is reasonably assured. Amendments to contract revenue are recognized when they are probable
and reliably measurable.

Finance costs

Finance costs are primarily comprised of interest expense on long-term debt and preferred shares including the recognition of
transaction costs over the expected life of the underlying borrowing using the effective interest rate at the initial recognition of the debt.
All finance costs are recognized in the consolidated statements of earnings (loss) on an accrual basis (using the effective interest
method), net of amounts capitalized as part of the costs of qualifying property, plant and equipment.
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Finance costs directly attributable to the acquisition, construction or development of an asset that necessarily takes a substantial period
of time (greater than six months), to prepare for their intended use, are recognized as part of the cost of that asset. All other finance
costs are recognized in the consolidated statements of earnings (loss) in the period in which they are incurred. The Company capitalizes
finance costs at the weighted average interest rate of borrowings outstanding for the period.

Income taxes

Income tax provision comprises of current and deferred income tax. Current income tax and deferred income tax are recognized in the
consolidated statements of earnings (loss) except to the extent that it relates to a business combination, or items recognized directly in
equity or in other comprehensive income (loss).

Current income taxes is the expected tax payable or receivable on the Company’s taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred income tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred income tax is not recognized for the following
temporary differences; the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable earnings or loss, and taxable temporary differences relating to investments in subsidiaries to the extent
that it is probable that they will not reverse in the foreseeable future. In addition, deferred income tax is not recognized for taxable
temporary differences arising on the initial recognition of goodwill. Deferred income tax is measured at the tax rates that are expected
to be applied to temporary differences when they reverse, based on the laws that have been enacted or substantially enacted by the
reporting date. Deferred income tax assets and liabilities are offset if there is a legally enforceable right to offset current income tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax
entities, but they intend to settle current income tax liabilities and assets on a net basis or their income tax assets and liabilities will be
realized simultaneously.

A deferred income tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent that it is
probable that future taxable income will be available against which they can be utilized. Deferred income tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related income tax benefit will be realized or
increased to the extent that it is probable that the related income tax benefit will be realized.

Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party to the contractual provisions of the financial
instrument. Financial assets are derecognized when the contractual rights to receive cash flows from the financial asset expire and
financial liabilities are derecognized when obligations under the contract expire, are discharged or cancelled. Financial instruments
upon initial recognition are measured at fair value and classified as financial assets or financial liabilities at fair value through
consolidated statements of earnings (loss), held-to-maturity financial assets, loans and receivables, available-for-sale financial assets, or
other financial liabilities. Financial instruments are included on the Company’s balance sheet and measured at fair value, except for
loans and receivables, held-to-maturity financial assets and other financial liabilities which are measured at amortized cost. Transaction
costs other than those related to financial instruments classified at fair value through consolidated statements of earnings (loss) which
are expensed as incurred, are amortized using the effective interest rate.

Gains and losses on fair value through consolidated statement of earnings (loss) on financial assets and financial liabilities are
recognized in the period in which they arise.

The following classifications have been applied:

• Cash is designated as fair value through consolidated statements of earnings (loss);

• Accounts receivable, income taxes recoverable and long-term receivables are classified as loans and receivables; and

• Bank indebtedness, accounts payable and accrued liabilities, provisions, long-term debt and certain other liabilities have been
classified as other financial liabilities.

The Company has not classified any financial assets as held-to-maturity.
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Derivative financial instruments

The Company, from time to time, uses derivative financial instruments in the form of interest rate swap contracts to manage its current
and anticipated exposure to fluctuations in interest rates. The Company does not enter into derivative financial instruments for trading
or speculative purposes.

Derivative financial instruments not designated within an effective hedging relationship are measured at fair value with changes in fair
value recorded in finance costs.

Derivative financial instruments that are designated within an effective hedging relationship are formally identified and the relationship
between hedging instruments and hedged items are documented by the Company. Derivative financial instruments designated as cash
flow hedges are measured at fair value with changes in fair value recorded in other comprehensive income (loss). Effectiveness tests are
performed to evaluate hedge effectiveness at inception and on a quarterly basis. If and when a derivative instrument is no longer
expected to be effective, hedge accounting is discontinued, the derivative is held, sold or expired and the cumulative gain or loss
previously recognized in accumulated other comprehensive income (loss) is transferred to the consolidated statements of earnings (loss)
in the same period that the hedge item affects net income (loss).

Inventories

Inventories of food and beverage items are stated at the lower of cost and estimated net realizable value. Costs consist of the cost to
purchase net of vendor allowances and other costs incurred in bringing the inventory to its present location and condition. The cost of
inventories is determined using the first-in, first-out method.

In the normal course of business, the Company enters into contracts for the sale and construction of franchise locations. Cost comprises
amounts paid to suppliers in the course of constructing restaurant locations. Cost of construction work-in-progress inventory is recorded
at the lower of cost and fair value.

Corporate restaurant assets held-for-sale

Corporate restaurant assets held-for-sale are recorded at the lower of their carrying amount and fair value less costs to sell and
represent the net assets of corporate restaurants that are expected to be disposed of over the next fiscal year. These assets are classified
as held-for-sale when their carrying amount is to be recovered principally through a sale transaction and a sale is considered highly
probable and are included in inventories on the consolidated balance sheets. Impairments or reversals of impairments arising from
changes in fair value or carrying amount are recognized in the consolidated statements of earnings (loss).

Property, plant and equipment

Recognition and measurement

Land other than through a finance lease is carried at cost and is not amortized.

Property, plant and equipment are stated at cost less accumulated depreciation and net accumulated impairment losses (refer to
impairment of non-financial assets policy below). Cost includes expenditures directly attributable to the acquisition of the asset,
including the costs of dismantling and removing the items and restoring the site on which they are located, and finance costs on
qualifying assets.

Construction-in-progress assets are capitalized during construction and depreciation commences when the asset is available for use.

When significant component parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.

Gains or losses on disposal of an item of property, plant and equipment, not related to finance leases, are determined by comparing the
proceeds from disposal with the net carrying amount of property, plant and equipment, and are recognized within operating income in
the consolidated statements of earnings (loss).

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying amount of the item if it is probable
that the future economic benefits embodied within the part will flow to the Company and its cost can be measured reliably. The carrying
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amount, if any, of the replaced part is derecognized and recorded within selling, general and administrative expenses in the consolidated
statements of earnings (loss). The costs of repairs and maintenance of property, plant and equipment are recognized in the consolidated
statements of earnings (loss) as incurred.

Depreciation and Amortization

Depreciation is calculated based upon the depreciable amount, which is the cost of an asset less its residual value.

Depreciation commences when assets are available for use and is recognized on a straight-line basis to amortize the cost of these assets
over their estimated useful lives, since this most closely reflects the expected pattern of consumption of the future economic benefits
embodied in the asset. Estimated useful lives range from two to 12 years for equipment. Buildings are depreciated over 20 to 40 years
and leasehold improvements are depreciated over the shorter of their estimated useful lives or the term of the lease, including expected
renewal terms to a maximum of 15 years. Assets held under finance leases are depreciated on a straight-line basis over their estimated
useful life on the same basis as owned assets, or where shorter, over the term of the respective lease. Land finance leases are
depreciated on a straight-line basis over the term of the respective lease. Depreciation methods, useful lives and residual values are
reviewed at each financial year end and adjusted if appropriate. Depreciation expense is recognized in selling, general and
administrative expenses in the consolidated statements of earnings (loss).

Goodwill

Goodwill arising in a business combination is recognized as an asset at the date that control is acquired. Goodwill represents the excess
of the purchase price of a business acquired over the fair value of the underlying net assets acquired at the date of acquisition. Goodwill
is allocated at the date of the acquisition to a group of cash generating units that are expected to benefit from the synergies of the
business combination, but no higher than an operating segment. Goodwill is not amortized and is tested for impairment at least
annually and whenever there is an indication that the asset may be impaired. Refer to the impairment of non-financial assets
policy below.

Brands and other assets

Brands and other assets including re-acquired franchise rights are recorded at their fair value at the date of acquisition. The Company
assesses each intangible asset and other assets for legal, regulatory, contractual, competitive or other factors to determine if the useful
life is definite. Brands are measured at cost less net accumulated impairment losses and are not amortized as they are considered to
have an indefinite useful life. Indefinite life intangible assets are tested for impairment at least annually and whenever there is an
indication that the asset may be impaired. Re-acquired franchise rights and other assets are amortized on a straight-line basis over their
estimated useful lives, averaging approximately five years and are tested for impairment whenever there is an indication that the asset
may be impaired. Refer to the impairment of non-financial assets policy below.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards incidental to
ownership of an asset. All other leases are classified as operating leases and the rents are straight-lined and expensed in the
consolidated statements of earnings (loss). The Company enters into leases of property and certain restaurant assets.

Lessor

Where the Company is the lessor of property leases, rental income from operating leases are recognized in the consolidated statements
of earnings (loss) on a straight-line basis over the term of the relevant lease.

The Company has rental agreements with franchisees related to the use of certain restaurant assets. The accounting for these rental
agreements varies depending on the term of the rental agreement and the rental payments received by the Company. If the term of the
rental agreement is such that the franchisee will utilize the assets for substantially all of their useful life, or the rental payments received
over the term of the rental agreement will reimburse the Company for substantially all of the fair value of the assets, it is accounted for
as a finance lease. Accordingly, the property, plant and equipment are treated as disposals in the consolidated financial statements.
Long-term receivables are included in the consolidated balance sheet for the future rental payments to be received, and the present
value of the unearned rental income is included in Other long-term liabilities. These amounts are reduced over the course of the rental
agreement as payments are received. Any gain or loss resulting from the difference between the consideration allocated to these
transactions and carrying amount of the assets, is recorded in other charges in the consolidated statements of earnings (loss). If the
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criteria for this accounting treatment are not met, the lease is treated as an operating lease and rental payments are straight-lined over
the lease term and are recognized by the Company in the consolidated statements of earnings (loss) when received or when receivable.

Lessee

When the Company is a lessee, rent payable under an operating lease is recognized on a straight-line basis taking into consideration any
rent holidays and/or rent escalations over the term of the relevant lease. Incentives related to leasehold improvements provided by
landlords are recorded in property, plant and equipment and are amortized over a period consistent with the associated leasehold
improvements, being the shorter of the estimated useful lives of the assets or the term of the lease, including expected renewal terms to
a maximum of 15 years.

Assets held under finance leases are recognized as assets of the Company at their fair value, or if lower, at the present value of the
minimum lease payments, each determined at the inception of the lease. The corresponding liability is included in the consolidated
balance sheets as a finance lease obligation included in long-term debt. Lease payments are apportioned between finance costs and a
reduction of the lease obligations so as to achieve a constant rate of interest on the remaining balance of the liability. Finance costs, as
well as depreciation expense on the underlying leased asset, are recorded in the consolidated statements of earnings (loss).

Sale-leaseback transactions

The Company sells certain land and building and enters into leaseback arrangements. The leases are assessed as financing or operating
in nature as applicable, and are accounted for accordingly. The gains realized on the disposal of the land and building related to
sale-leaseback transactions, which are transacted at fair value and are operating in nature, are recognized within operating income in
the consolidated statements of earnings (loss). Gains realized on transactions where the sales price is above the fair value of the
underlying assets are deferred and amortized over the useful life of the asset against rent expense recorded in selling, general and
administrative expenses. In the event the fair value of the asset at the time of the sale-leaseback transaction is less than its carrying
value, the gain/loss would be recognized within selling, general and administrative expenses in the consolidated statements of earnings
(loss).

Impairment of non-financial assets

For the purpose of reviewing definite life non-financial assets for impairment, asset groups are reviewed at their lowest level for which
identifiable cash inflows are largely independent of cash inflows of other assets or groups of assets. This grouping is referred to as a cash
generating unit (‘‘CGU’’). The Company has determined that its CGUs comprise of individual restaurants. For indefinite life intangible
brand assets, the Company allocates the brand assets to the group of CGU’s, being banners, that are considered to generate
independent cash inflows from other assets. Goodwill is assessed for impairment based on the group of CGUs expected to benefit from
the synergies of the business combination, and the lowest level at which management monitors the goodwill and cannot be at a higher
level than an operating segment.

At each balance sheet date, the Company reviews the carrying amounts of its non-financial assets, including property, plant and
equipment, goodwill, brands and other assets for any indication of impairment or a reversal of previously recorded impairment other
than for goodwill as impairment for goodwill is not permitted to be reversed. In addition, goodwill and brands are tested for impairment
at least annually. If any such indication of impairment exists, the recoverable amount of the CGU is estimated in order to determine the
extent of the impairment loss, if any.

The recoverable amount of a CGU or asset is defined as the higher of its fair value less costs to sell and its value in use. The Company
determines the value in use of its individual restaurants by discounting the expected cash flows that management estimates can be
generated from continued use of the CGU. The process of determining the cash flows requires management to make estimates and
assumptions including projected future sales, earnings, capital investments and discount rates. Projected future sales and earnings are
consistent with strategic plans presented to the Company’s Board. Discount rates are consistent with external industry information
reflecting the risk associated with the specific cash flows.

The Company determines the fair value less costs to sell of the equipment and leaseholds in its restaurant locations using various
assumptions, including market values for related equipment and costs to remove and re-install.

An impairment loss is recognized if the carrying amount of the CGU exceeds its recoverable amount. Impairment losses are recognized
in the consolidated statements of earnings (loss) in the period in which they occur. When impairment subsequently reverses, the
carrying amount of the asset is increased to the extent that the carrying value of the underlying assets does not exceed the carrying
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amount that would have been determined, net of depreciation, if no impairment had been recognized. Impairment reversals are
recognized in consolidated statements of earnings (loss) in the period which they occur.

Any potential brand impairment is identified by comparing the recoverable amount of the groups of CGUs that includes the indefinite
life brand to its carrying amount. If the recoverable amount, calculated as the higher of the fair value less costs to sell and the value in
use, is less than its carrying value, an impairment loss is recognized in the consolidated statements of earnings (loss) in the period in
which they occur.

Any potential goodwill impairment is identified by comparing the recoverable amount of the CGU grouping to which the goodwill is
allocated to its carrying value. If the recoverable amount, calculated as the higher of the fair value less costs to sell and the value in use,
is less than its carrying amount, an impairment loss is recognized in the consolidated statements of earnings (loss) in the period in which
it occurs. Impairment losses on goodwill are not subsequently reversed if conditions change.

Bank indebtedness

Bank indebtedness is comprised of corporate bank overdraft balances and outstanding cheques.

Employee future benefits

The cost of the Company’s defined benefit pension plans are accrued as earned by the employees, based on actuarial valuations. The
cost of defined benefit pension plan are determined using the projected unit credit benefit method pro-rated on service and
management’s best estimate, rates of compensation increase and retirement ages of plan members. Assets are valued using market
value. The discount rate used to value the accrued benefit plan obligations are based on high quality corporate bonds in the same
currency in which the benefits are expected to be paid and with terms to maturities that on average match the terms of the defined
benefit obligations. An interest amount on plan assets is calculated by applying a prescribed discount rate used to value the accrued
benefit obligations. Past service costs from plan amendments are recognized in operating income in the year that they arise.

For the plans that resulted in a net defined benefit asset, the recognized asset is limited to the total of any unrecognized past service
costs and the present value of economic benefits available in the form of any future refunds from the plan or reductions in future
contributions to the plan. In order to calculate the present value of economic benefits, consideration is given to any minimum funding
requirements that apply to the plan. An economic benefit is available to the plan if it is realizable during the life of the plan, or on
settlement of the plan liabilities.

At each balance sheet date, plan assets are measured at fair value and defined benefit plan obligations are measured using assumptions
which approximate their values at the reporting date, with the resulting actuarial gains and losses from both of these measurements
recognized in other comprehensive income (loss).

Short-term employee benefits

Short-term employee benefits include wages, salaries, compensated absences and bonuses. Short-term employee benefit obligations are
measured on an undiscounted basis and are recognized in operating income as the related service is provided or capitalized if the
service rendered is in connection with the creation of a tangible asset. A liability is recognized for the amount expected to be paid under
short-term cash bonus plans if the Company has a present legal or constructive obligation to pay this amount as a result of past services
provided by the employee and the obligation can be estimated reliably.

Gift cards

The Company’s various branded restaurants, in addition to third party companies, sell gift cards to be redeemed at the Company’s
corporate and franchised restaurants for food and beverages only. Proceeds received from the sale of gift cards are treated as unearned
revenue in current liabilities until redeemed by the gift cardholder as a method of payment for food and beverage purchases.

The Company recognizes income on unredeemed gift cards when it can be determined that the likelihood of the gift card being
redeemed is remote based on several facts including historical redemption patterns.

Due to the inherent nature of gift cards, it is not possible for the Company to determine what portion of the unearned revenue related
to gift cards will be redeemed in the next 12 months and, therefore, the entire accrual balance is considered to be a current liability.
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Long-term incentive plans

The Company has equity-settled stock-based compensation plans for its employees.

The value of the option over the exercise price multiplied by the number of shares that an employee is entitled to receive is recognized
as an expense in selling, general and administrative expenses, with a corresponding increase in contributed surplus, over the period that
the employees become unconditionally entitled to shares. Fair value of the option is measured based on the enterprise value of the
Company at the time of the grant using a Black-Scholes model. Based on the Company’s reasonable estimate of forfeitures of vested
options, the amount expensed is adjusted for changes to estimated forfeitures if subsequent information indicates that actual forfeitures
differ significantly from the original estimate.

Restricted share unit (‘‘RSU’’) plan

From time to time, the Company issues RSUs. An RSU plan entitles participants to a cash payment equal to a per share equity value,
calculated based on a free cash flow measure, as defined in the Company’s Unanimous Shareholder Agreement, times a fixed multiple.
Any changes in the value of the liability are recognized within selling, general and administrative expenses.

Provisions

Provisions are recognized when there is a legal or constructive obligation as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and that obligation can be measured reliably. If the effect of the time value of
money is material, provisions are discounted using a current pre-tax rate that reflects the risk specific to the liability. Provisions are
reviewed on a regular basis and adjusted to reflect management’s best current estimates. Due to the judgemental nature of these items,
future settlements may differ from amounts recognized.

Accounting standards implemented in 2014

Financial instruments

In 2011, the IASB issued amendments to IFRS 7 ‘‘Financial Instruments, Disclosures’’ (‘‘IFRS 7’’) and IAS 32, ‘‘Financial Instruments,
Presentation’’ (‘‘IAS 32’’), which clarifies the requirements for offsetting financial assets and financial liabilities along with new
disclosure requirements for financial assets and liabilities that are offset. The adoption of these amendments to IFRS 7 and IAS 32 did
not have a material impact on the Company’s consolidated financial statements.

Levies

In 2013, the International Financial Reporting Interpretations Committee issued IFRIC 21, ‘‘Levies’’ (‘‘IFRIC 21’’). IFRIC 21
addresses accounting for liability to pay a levy within the scope of IAS 37, ‘‘Provisions, contingent liabilities and contingent assets’’. A
levy is an outflow of resources embodying economic benefits that is imposed by governments on entities in accordance with legislation,
other than income taxes within the scope of IAS 12, ‘‘Income Taxes’’ and fines or other penalties imposed for breaches of the legislation.
This interpretation became effective for annual periods beginning on or after January 1, 2014, and is to be applied retrospectively.
There was no significant impact on the Company’s consolidated financial statements as a result of the implementation of IFRIC 21.

Other standards

In December 2013, the IASB issued narrow-scope amendments to a total of nine standards as part of its annual improvements process
(Annual Improvements to IFRSs 2010-2012 and 2011-2013 Cycles). Amendments were made to clarify items including the definition of
vesting conditions in IFRS 2 ‘‘Share-based payment’’, accounting for contingent consideration in a business combination in IFRS 3
‘‘Business Combinations’’, disclosures on the aggregation of operating segments and reconciliation of the total of the reportable
segments’ assets to the entity’s assets in IFRS 8 ‘‘Operating Segments’’, measurement of short-term receivables and payables under
IFRS 13 ‘‘Fair Value Measurement’’, definition of related party in IAS 24 ‘‘Related Party Disclosures’’ and other amendments. Most
amendments will apply prospectively for annual periods beginning on or after July 1, 2014. There was no significant impact on the
Company’s consolidated financial statements as a result of the implementation of these standards. 
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Employee benefits

In November 2013, the IASB issued narrow-scope amendments to IAS 19, ‘‘Employee Benefits’’ (‘‘IAS 19’’), entitled Defined Benefit
Plans: Employee Contributions (Amendments to IAS 19). The amendments apply to certain contributions from employees or third
parties to defined benefit plans. The amendments apply retrospectively for annual periods beginning on or after July 1, 2014. The extent
of the impact of the adoption of the amendments to IAS 19 has not yet been determined.

Business Combinations

In May 2014, the IASB issued amendments to IFRS 11, ‘‘Joint Arrangements’’ (‘‘IFRS 11’’) entitled ‘‘Accounting for Acquisitions of
Interests in Joint Operations’’ (Amendments to IFRS 11). The amendments require business combination accounting to be applied to
acquisitions of interests in a joint operation that constitute a business. The amendments apply prospectively for annual periods
beginning on or after December 28, 2015. Earlier application is permitted. The extent of the impact of adoption of the standard has not
yet been determined.

Depreciation and Amortization

In May 2014, the IASB issued amendments to IAS 16 ‘‘IAS 16 Property, Plant and Equipment’’ (‘‘IAS 16’’) and IAS 38 ‘‘Intangible
Assets’’ (‘‘IAS 38’’). The amendments clarify acceptable methods of depreciation and amortization. The amendments to IAS 16 prohibit
the use of a revenue-based depreciation method for items of property, plant and equipment because such methods reflect factors other
than the consumption of economic benefits embodied in the asset. The amendments to IAS 38 introduce a rebuttable presumption that
revenue is not an appropriate basis for amortization of intangible assets for the same reasons as set out above. This presumption could
be overcome only when revenue and consumption of the economic benefits of the intangible asset are highly correlated or when the
intangible asset is expressed as a measure of revenue. The Company intends to adopt the amendments to IAS 16 and IAS 38 in its
financial statements for the annual period beginning on December 28, 2015. The Company does not expect the amendments to have a
material impact on the financial statements.

Revenue

In May 2014, the IASB issued IFRS 15 ‘‘Revenue from Contracts with Customers’’ (‘‘IFRS 15’’). IFRS 15 will replace IAS 11,
‘‘Construction Contracts’’, IAS 18 ‘‘Revenue’’, IFRIC 13, ‘‘Customer Loyalty Programmes’’, IFRIC 15, ‘‘Agreements for the
Construction of Real Estate’’, IFRIC 18, ‘‘Transfer of Assets from Customers’’, and SIC 31, ‘‘Revenue — Barter Transactions Involving
Advertising Services’’. The new standard contains a single model that applies to contracts with customers and two approaches for
recognizing revenue. The model features a contract-based five-step analysis of transactions to determine whether, how much and when
revenue is recognized. New estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing of
revenue recognized. The new standard is effective for annual periods beginning on or after January 2, 2017, but earlier application is
permitted either following a full retrospective approach or a modified retrospective approach. The modified retrospective approach
allows the standard to be applied to existing contracts beginning with the initial period of adoption and restatements to the comparative
periods are not required. The Company is required to disclose the impact to the financial line item as a result of the adoption of this
new standard. The Company intends to adopt IFRS 15 in its financial statements for the annual period beginning on January 2, 2017.
Earlier application is permitted. The extent of the impact of adoption of the standard has not yet been determined.

Financial Instruments

In July 2014, the IASB issued the complete IFRS 9 (IFRS 9 (2014)), ‘‘Financial Instruments’’ (‘‘IFRS 9 (2014)’’) which will ultimately
replace IAS 39, ‘‘Financial Instruments: Recognition and Measurement’’. IFRS 9 (2014) introduces new requirements for the
classification and measurement of financial assets. Under IFRS 9 (2014), financial assets are classified and measured based on the
business model in which they are held and the characteristics of their contractual cash flows. The standard introduces additional changes
relating to financial liabilities. It also amends the impairment model by introducing a new ‘expected credit loss’ model for calculating
impairment. IFRS 9 (2014) also includes a new general hedge accounting standard which aligns hedge accounting more closely with risk
management. This new standard does not fundamentally change the types of hedging relationships or the requirement to measure and
recognize ineffectiveness, however it will provide more hedging strategies that are used for risk management to qualify for hedge
accounting and introduce more judgment to assess the effectiveness of a hedging relationship. Special transitional requirements have
been set for the application of the new general hedging model. The mandatory effective date of IFRS 9 (2014) is for annual periods
beginning on or after January 1, 2018 and must be applied retrospectively with some exemptions. Early adoption is permitted. The
restatement of prior periods is not required and is only permitted if information is available without the use of hindsight. The Company
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intends to adopt IFRS 9 (2014) in its financial statements for the annual period beginning on January 1, 2018. The extent of the impact
of adoption of the standard has not yet been determined.

Transfer of Assets

In September 2014, the IASB issued amendments to IFRS 10 ‘‘Consolidated Financial Statements’’ (‘‘IFRS 10’’) and IAS 28,
‘‘Investments in Associates’’ (‘‘IAS 28’’) entitled ‘‘Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments to IFRS 10 and IAS 28)’’. The amendment addresses the inconsistencies between the requirements in IFRS 10 and
IAS 28 in dealing with the sale or contribution of assets between an investor and its associate or joint venture. The amendments apply
prospectively for annual periods beginning on or after December 28, 2015. Early adoption is permitted. The Company intends to adopt
these amendments in its financial statements for the annual period beginning on December 28, 2015. The extent of the impact of
adoption of the amendments has not yet been determined.

Other standards

In September 2014, the IASB issued narrow-scope amendments to a total of four standards as part of its annual improvements process
(Annual Improvements to IFRS (2012-2014) cycle). Amendments were made to clarify items including changes in method for disposal
under IFRS 5 ‘‘Non-current Assets Held for Sale and Discontinued Operations’’; ‘Continuing involvement’ for servicing contracts and
offsetting disclosures in condensed interim financial statements under IFRS 7 ‘‘Financial Instruments: Disclosures’’; Discount rate in a
regional market sharing the same currency under IAS 19 ‘‘Employee Benefits’’; Disclosure of information ‘elsewhere in the interim
financial report’ under IAS 34 ‘‘Interim Financial Reporting’’. The amendments will apply for annual periods beginning on or after
December 28, 2015. Earlier application is permitted, in which case, the related consequential amendments to other IFRS would also
apply. The Company intends to adopt these amendments in its financial statements for the annual period beginning on December 28,
2015. The extent of the impact of adoption of the amendments has not yet been determined.

In December 2014, the IASB issued amendments to IAS 1, ‘‘Presentation of Financial Statements’’ as part of its major initiative to
improve presentation and disclosure in financial reports. The amendments are effective for annual periods beginning on or after
December 28, 2015. Early adoption is permitted. The Company intends to adopt these amendments in its financial statements for the
annual period beginning on December 28, 2015. The extent of the impact of adoption of the amendments has not yet been determined.

5. ACQUISITIONS

The Company has accounted for all acquisitions using the acquisition method, with the results of the businesses acquired included in the
consolidated financial statements from the date of acquisition.

Acquisition of The Landing Group

On December 18, 2014 (the ‘‘Acquisition Date’’), the Company completed the acquisition of 55% of the issued and outstanding
commons shares of 2446502 Ontario Inc. (‘‘The Landing Group’’) for a purchase price of $18.3 million, which was settled in cash. The
transaction was accounted for as a business combination, with the Company controlling The Landing Group and consolidating 100% of
their operations and recording the non-controlling interest at fair value as at the Acquisition Date. The acquisition resulted in goodwill
of $21.0 million. The Landing Group owns and operates three upscale casual restaurants in Southern Ontario. The Company has an
option to acquire the remaining 45% interest in the Landing Group based on an agreed upon formula at any time following the four
year anniversary of the acquisition.

The assets and liabilities and results of operations of The Landing Group are included in the Company’s consolidated financial
statements from the Acquisition Date. The Landing Group contributed total gross revenue of $0.6 million and net earnings of
$0.1 million during this period, plus $0.1 million in transaction costs. If the acquisition had occurred on January 1, 2014, management
estimates that the Company’s consolidated gross revenue for the year would have been $299.7 million and the Company’s consolidated
net income from continuing operations for the year would have been $7.4 million. In determining these amounts, management has
assumed that the fair value adjustments, determined provisionally, that arose on the Acquisition Date would have been the same if the
acquisition had occurred on January 1, 2014.
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The determination of the identifiable assets acquired and liabilities at fair value, in connection with the acquisition of The Landing
Group is summarized in the table below.

December 18,
(in thousands of Canadian dollars) 2014

Consideration
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,250

Total Consideration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,250

Net Assets Acquired

Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 538
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,012
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,366
Brands and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,076

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16,454

Liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 966
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 559

Total Current Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,525
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,260
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92
Deferred income tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,380

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,257

Total net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,197

Less: non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,931
Goodwill(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,984

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,250

(1) Goodwill is not deductible for income tax purposes.

Acquisition of Prime Restaurants Inc.

On October 31, 2013 (the ‘‘Acquisition Date’’), the Company completed the acquisition of 100% of the issued and outstanding common
shares of Prime from Fairfax and certain key executives of Prime for a purchase price of $69.6 million. Prime franchises, owns and
operates a network of approximately 150 casual dining restaurants and pubs primarily in Canada, complementing the Company’s
existing restaurant brands which will allow the combined group of brands to be one of the largest restaurant businesses in Canada.

To satisfy the purchase price the Company issued 22,819,672 class A 6% preferred shares and 22,819,672 class A preferred warrant
certificates. As part of the transaction, the Company settled Prime’s long-term debt of $3.9 million. Total consideration for the
acquisition of Prime was $73.5 million.

The assets and liabilities and results of operations of Prime are included in the Company’s consolidated financial statements from the
Acquisition Date. Prime contributed total gross revenue of $9.3 million and net loss of $1.2 million during the period ended
December 31, 2013, including $2.0 million in restructuring costs. If the acquisition had occurred on January 2, 2013, management
estimates (based on a 51 week reporting year for Prime) that the Company’s consolidated gross revenue for the year ended
December 31, 2013 would have been $320.0 million and the Company’s consolidated net loss from continuing operations for the year
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would have been $48.0 million. In determining these amounts, management has assumed that the fair value adjustments that arose on
the Acquisition Date would have been the same if the acquisition had occurred on January 2, 2013.

The determination of the identifiable assets acquired and liabilities at fair value, in connection with the acquisition of Prime is
summarized in the table below and has been finalized during the year ended December 30, 2014. The Company acquired $2.7 million in
accounts receivable net of a $1.7 million allowance for amounts not expected to be collected.

October 31,
(in thousands of Canadian dollars) 2013

Consideration
Class A preferred shares (note 24) and warrants (note 25) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $69,600
Payment of Prime’s long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,854

Total Consideration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $73,454

Net assets acquired

Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,850
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,687
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,761
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 648

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,946
Long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 288
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,458
Brands and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63,549
Deferred income tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,643

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $75,884

Liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,673
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Total Current Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,030
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,104

Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126

Total net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $69,654

Goodwill(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,800

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $73,454

(1) Goodwill is not deductible for income tax purposes.
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Re-acquired franchise locations

In the normal course of business, the Company may acquire or re-acquire franchise restaurants and convert them into corporate
restaurants. During the period ended December 30, 2014, 10 franchise locations (December 31, 2013 — 13) were re-acquired by the
Company, resulting in goodwill of $4.0 million (December 31, 2013 — $1.2 million) recorded in total assets and negative goodwill of $nil
(December 31, 2013 — $0.3 million) which has been recorded as a reduction in selling, general and administrative expenses.

During the During the
52 weeks ended 52 weeks ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Consideration
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,944 2,083
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,000 569
Extinguishment of net finance leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 570 634
Consideration to be paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,250

Total Consideration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,514 4,536

Net assets acquired

Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — 2
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 188

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 190
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,358 779
Brands and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,130 2,715

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,506 3,684

Liabilities
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — 96

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 96

Total net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,506 3,588

Negative goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — (259)
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,008 1,207

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,514 4,536

6. DISCONTINUED OPERATIONS

Airport Services

On November 8, 2010, the Company completed the sale of its Airport Services operations. The Airport Services operating results are
included in discontinued operations. As a result of this sale, the Company received gross proceeds of $25.0 million in 2010, with
$5.0 million of the sale price remaining to be received over time upon the satisfaction of certain conditions as set out in the asset
purchase agreement. During 2011, certain conditions were met allowing for approximately $1.8 million of the $5.0 million to be
returned to Cara. The remaining $3.2 million was received by the Company in 2012. As a result of finalizing working capital adjustments
in 2011, Cara made aggregate payments of $5.5 million in respect of working capital in addition to $6.8 million relating to other
adjustments in 2011, all of which were accrued as part of the sales transaction in 2010. The final payment to the purchaser of
$2.3 million, accrued as part of the sale transaction, was made by Cara in 2013.

Restaurant locations

During 2008, the Company approved a strategic plan to exit the Quebec and United States (‘‘U.S.’’) markets for its Montana’s branded
restaurants and to exit the U.S. market for its Swiss Chalet branded restaurants. In addition, during 2007 the Company committed to
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and approved a strategic plan to exit the Quebec and U.S. markets for its Kelsey’s branded restaurants. The operating results of these
locations and the associated administrative costs are included in discontinued operations.

The assets and liabilities of the discontinued operations presented in the consolidated balance sheets are as follows:

December 30, 2014

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Current liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 184 $— $ 184

Net liabilities of discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(184) $— $(184)

December 31, 2013

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Current liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 249 $ 159 $ 408

Net liabilities of discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(249) $(159) $(408)

The results of discontinued operations presented in the consolidated statements of earnings (loss) were as follows:

For the period ended
December 30, 2014

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(23) $108 $85

Net earnings (loss) from discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(23) $108 $85

For the period ended
December 31, 2013

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(101) $379 $278

Net earnings (loss) from discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(101) $379 $278

7. SALES

Sales are made up of the following:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Sales at corporate restuarants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $195,424 $184,991
Call centre service charge revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,130 8,530
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 519 1,308

$205,073 $194,829
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Franchise revenues are made up of the following:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Royalty revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $66,126 $53,372
Franchise fees on new and renewal licenses . . . . . . . . . . . . . . . . . . . . . . . . . 527 151
Income on finance leases(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,228 2,390
Other rental income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,096 2,072
Conversion fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,777 16,321

$71,754 $74,306

(1) During the period ended December 30, 2014, the Company collected $5.2 million in cash (December 31, 2013 — $5.2 million) from
long-term receivables related to finance leases of which $2.2 million (December 31, 2013 — $2.4 million) is recognized as income
on the consolidated statement of earnings (loss).

9. EMPLOYEE COSTS

Included in operating income are the following employee costs:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Short-term employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $118,008 $112,348
Post-employment benefits (note 22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,002 1,348
Long-term incentive plans (note 28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,352 (676)
Short-term employee benefits capitalized to property, plant and equipment . . . . . (148) (112)

$125,214 $112,908

10. DEPRECIATION AND AMORTIZATION EXPENSE

The components of the Company’s depreciation and amortization expense, recognized within selling, general and administrative
expenses, are as follows:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Depreciation of property, plant and equipment (note 18) . . . . . . . . . . . . . . . . . $17,413 $23,747
Amortization of other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,503 302

$19,916 $24,049

11. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Deducted from operating income are the following selling, general and administrative expenses:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Corporate restaurant expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $128,730 $130,947
Franchise assistance and bad debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,802 11,656
Franchisor over contribution to advertising funds . . . . . . . . . . . . . . . . . . . . . . 1,493 886
Depreciation of property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . 17,413 23,747
Amortization of other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,503 302
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,756 5,072

$162,697 $172,610
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12. RESTRUCTURING

Home office and brand reorganization

During the period ended December 31, 2013, the Company approved a new restructuring plan to consolidate the home office and brand
operations of Cara and Prime, which resulted in the elimination of certain positions. During 2014, additional phases of this restructuring
plan were approved, resulting in the elimination of additional home office and brand operation positions. The total restructuring costs
under this plan, comprised primarily of severance costs and other benefits, are estimated to be approximately $10.2 million, of which
$5.4 million was recognized in 2013. During the period ended December 30, 2014, the Company recognized $4.8 million of restructuring
costs resulting from this plan, comprised primarily of severance and other benefits. All expected costs have been recognized to date.

During the period ended January 1, 2013, the Company approved a restructuring plan to restructure its home office and brand
operations to appropriately support a new mostly franchised business which resulted in the elimination of certain positions. During the
period ended December 30, 2014, the Company recognized $nil (December 31, 2013 — $7.2 million) of restructuring costs resulting
from this plan, comprised primarily of severance and other benefits. All expected costs have been recognized to date.

During the period ended January 3, 2012, the Company approved a restructuring plan to restructure its home office and brand
operations which resulted in the elimination of certain positions. During the period ended December 30, 2014, the Company recognized
$nil (reversed December 31, 2013 — $0.5 million) of restructuring costs resulting from this plan. All expected costs have been
recognized to date.

Restaurant operations

Casey’s Restructuring

During the period ended December 30, 2014, the Company approved a single Roadhouse brand strategy which will phase out the
Casey’s concept over time. Of the 24 Casey’s franchised restaurants remaining at December 30, 2014, 13 locations have been identified
as locations very likely to convert to a Kelsey’s or Prime Pub restaurant. To provide incentive and support for these conversions, Cara
has committed to funding 25% of the renovation costs, up to a total of $0.1 million per location.

Out of the remaining 11 franchise restaurants not expected to convert to a Cara restaurant, 2 will close by the end of 2015 and another
3 will close in 2016. The remaining 6 franchised restaurants are expected to operate as independent restaurants.

The total restructuring costs under this new plan are estimated to be approximately $1.6 million; approximately $1.3 million is
attributable to the committed renovation costs described above, $0.2 million of de-branding costs for locations expected to close, and
$0.1 million for employee severance costs. In addition to these costs, $6.6 million of intangible impairment has also been recognized in
2014 (see note 19).

Kelsey’s Restructuring

During the period ended January 1, 2013, the Company approved a plan to close 16 Kelsey’s restaurants all of which were closed by
December 31, 2013. The total restructuring costs under this plan were estimated to be approximately $3.8 million; approximately
$0.5 million was attributable to employee termination benefits, and $3.3 million to site closing and other costs including lease
obligations. During the period ended December 30, 2014, the Company recognized $0.2 million (December 31, 2013 — $2.2 million) of
these restructuring costs primarily relating to lease obligations. The Company is not expecting any further costs.
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12. RESTRUCTURING (Continued)

The following table provides a summary of the costs recognized and cash payments made, as well as the corresponding net liability as at
December 30, 2014:

December 30, December 31,
2014 2013

Employee
Termination Site Closing Costs

(in thousands of Canadian dollars) Benefits and Other Total Total

Net liability, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . $11,992 $1,663 $13,655 $ 8,336

Costs recognized
Home office and brand reorganization . . . . . . . . . . . . . . . . . $ 4,774 $ — $ 4,774 $11,999
Restaurant operations . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,594 205 1,799 2,250

$ 6,368 $ 205 $ 6,573 $14,249

Cash payments
Home office and brand reorganization . . . . . . . . . . . . . . . . . $ 8,389 $ — $ 8,389 $ 6,485
Restaurant operations . . . . . . . . . . . . . . . . . . . . . . . . . . . 210 1,291 1,501 2,445

$ 8,599 $1,291 $ 9,890 $ 8,930

Net liability, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,761 $ 577 $10,338 $13,655

Recorded in the consolidated balance sheets as follows:

Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . $ 8,541 $ — $ 8,541 $ 7,214
Other long-term liabilities (note 26) . . . . . . . . . . . . . . . . . . 1,220 — 1,220 4,778
Provisions — current . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 317 317 1,177
Provisions — long-term . . . . . . . . . . . . . . . . . . . . . . . . . . . — 260 260 486

Net liability, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,761 $ 577 $10,338 $13,655

13. OTHER CHARGES

Loss on finance leases

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of these license agreements certain
franchisees enter into a rental agreement to rent certain restaurant assets from the Company. If the term of the rental agreement is such
that the franchisee will utilize the assets for substantially all of their useful life, or the rental payments received over the term of the
rental agreement will reimburse the Company for the substantial value of the assets, it is accounted for as a finance lease with a loss
recorded if the future value of the rental payments is less than the carrying book value of the corresponding restaurant assets. These
financial leases resulted in a loss of $nil million (December 31, 2013 — $21.5 million) for the period ended December 30, 2014,
recorded in other charges in the consolidated statements of earnings (loss).

14. INVENTORIES

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Food and beverage supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,098 $2,481
Restaurant development in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,125 241

$4,223 $2,722
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15. NET INTEREST EXPENSE AND OTHER FINANCING CHARGES

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Interest expense on long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13,950 $25,836
Redemption fee on Notes (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 4,562
Interest expense on preferred shares (note 24) . . . . . . . . . . . . . . . . . . . . . . . 10,979 1,730
Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,281 9,232
Interest expense — other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,940 3,172
Accretion expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,134 —
Interest expense related to derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 452 13
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (120) (276)
Interest capitalized to property, plant and equipment . . . . . . . . . . . . . . . . . . . (212) (233)

Net interest expense and other financing charges . . . . . . . . . . . . . . . . . . . . . . $33,404 $44,036

16. INCOME TAXES

The Company’s provision for income taxes is comprised of the following:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Current income tax expense (recovery)
Current period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (65) $ (27)
Adjustments for prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65 105
Part VI.1 taxes on preferred share dividends . . . . . . . . . . . . . . . . . . . . . . . 4,401 418

4,401 496

Deferred income tax expense (recovery)
Origination and reversal of temporary differences . . . . . . . . . . . . . . . . . . . . 160 (405)
Adjustments for prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (50) (112)

110 (517)

Total income tax expense (recovery) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,511 $ (21)

In the prior period, the Company issued preferred shares (see note 24) as part of a financing transaction with Fairfax and an acquisition
of Prime Restaurants (see note 5) with Fairfax and certain key employees of Prime. According to Canadian income tax legislation, any
dividends paid in respect of these preferred shares are subject to a special tax (Part VI.1 taxes) at a rate of 40%. These taxes are eligible
for an income tax deduction equal to 3.5 times the amount of the Part VI.1 taxes paid. The impact of this deduction has been reflected
in the current year provision.

Income tax expense (recovery) is comprised of the following:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,401 $ 496
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110 (517)

$4,511 $ (21)

Continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,511 $ (21)
Discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

$4,511 $ (21)
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16. INCOME TAXES (Continued)

Income taxes recognized in other comprehensive income (loss) were as follows:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Net defined benefit plan actuarial gain (loss) before income taxes (note 22) . . . . . $(2,000) $913
Income tax recovery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Net of income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(2,000) $913

In addition, the Company has an unrecognized deferred tax asset of $2.0 million (December 31, 2013 — $1.5 million) for amounts
recorded in other comprehensive income (loss).

The effective income tax rate is comprised of the following:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Net earnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,438 $(41,958)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,511 (21)

Income (loss) before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,949 (41,979)

Income taxes using combined federal and provincial domestic statutory rate . . . . . 2,654 (10,977)
Effect of tax rates in foreign jurisdictions . . . . . . . . . . . . . . . . . . . . . . . . . . . — 4
Effect of changes in substantively enacted tax rates . . . . . . . . . . . . . . . . . . . . . — (426)
Income taxes on non-deductible amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,810 413
Part VI.1 taxes on preferred share dividends . . . . . . . . . . . . . . . . . . . . . . . . . 4,401 418
Adjustments for prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 (7)
Unrecognized income tax benefit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,276) 10,672
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (93) (118)

Expense (recovery) for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,511 $ (21)

The statutory income tax rate for the period ended December 30, 2014 increased marginally from the prior period as a result of
increases in provincial statutory tax rates.

The effective income tax rate for the period ended December 30, 2014 increased from the prior period as a result of Part VI.1 taxes
relating to the preferred share dividends.

Recognized deferred tax assets and liabilities

Prime has historically recognized deferred tax assets in respect of its deductible temporary differences (including income tax losses) as
management believed it was probable they would be utilized. During the period ended December 31, 2013, Cara management reviewed
this position and determined it was appropriate to record a deferred tax asset as it is probable that future taxable profits would be
available against which they can be utilized. The deferred tax asset was determined based on existing laws, estimates of future
probability based on financial forecasts and tax planning strategies.

During the period ended December 30, 2014, a deferred tax liability of $1.4 million was recognized in relation to the Landing Group
acquisition (see note 5), largely due to the taxable temporary differences arising from the purchase price equation.
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Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net

December 30, December 31, December 30, December 31, December 31, December 31,
(in thousands of Canadian dollars) 2014 2013 2014 2013 2014 2013

Property, plant and equipment . . . $ 2,780 $ 7,787 $ — $ — $ 2,780 $ 7,787
Income tax losses . . . . . . . . . . . . 5,445 6,644 — — 5,445 6,644
Other long-term liabilities . . . . . . 22,597 23,250 — — 22,597 23,250
Accounts payable and accrued

liabilities . . . . . . . . . . . . . . . . 671 486 — — 671 486
Brands and other assets . . . . . . . . — — (17,607) (17,327) (17,607) (17,327)
Accounts receivable . . . . . . . . . . — — (1,392) (1,595) (1,392) (1,595)
Long-term receivables . . . . . . . . . — — (11,823) (17,084) (11,823) (17,084)

Deferred tax assets (liabilities) . . . 31,493 38,167 (30,822) (36,006) 671 2,161
Set off of tax . . . . . . . . . . . . . . (23,814) (29,327) 23,814 29,327 — —

Net deferred tax assets (liabilities) . $ 7,679 $ 8,840 $ (7,008) $ (6,679) $ 671 $ 2,161

The income tax losses of $20.6 million expire in the years 2020 to 2030.

Unrecognized deferred tax liabilities

Deferred tax is not recognized on the unremitted earnings of subsidiaries and other investments as the Company is in a position to
control the reversal of the temporary differences and it is probable that such differences will not reverse in the foreseeable future. At
December 30, 2014 a deferred tax liability has not been recognized for taxable temporary differences of $nil (December 31, 2013 —
$11.7 million) related to an investment in a foreign subsidiary.

Unrecognized deferred tax assets

Deferred tax assets have not been recognized on the consolidated balance sheets in respect of the following items:

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Deductible temporary differences . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $170,082 $142,312
Income tax losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,102 176,585
Income tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 144 607

$220,328 $319,504

The deductible temporary differences do not expire under the current tax legislation. The Canadian income tax losses of $38.6 million
(December 31, 2013 — $164.5 million) expire in the years 2029 to 2034. The US income tax losses of $11.5 million (December 31,
2013 — $12.1 million) expire in the years 2018 to 2033. The income tax credits of $0.1 million (December 31, 2013 — $0.6 million)
expire in the years 2026 to 2028. Deferred tax assets have not been recognized in respect of these items because it is not probable that
future taxable income will be available to the Company to utilize the benefits.

17. LONG-TERM RECEIVABLES

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Franchise receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $48,724 $67,951
Promissory notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,410 1,347
Franchise licence notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 70

$50,173 $69,368
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17. LONG-TERM RECEIVABLES (Continued)

Franchise receivable

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of these license agreements certain
franchisees enter into a rental agreement to rent certain restaurant assets from the Company. Franchise receivable of $45.5 million
(December 31, 2013 — $64.9 million) relates primarily to the long-term obligation of the franchisees to pay the Company over the term
of the rental agreement which is equal to the term of the license agreement or the term to the expected buyout date assuming that the
franchisee is more likely than not to acquire the rented assets from the Company.

Long-term franchise receivables are reviewed for impairment when a triggering event has occurred. An impairment loss is recorded
when the carrying amount of the long-term franchise receivable exceeds its estimated net realizable value. For the year ended
December 30, 2014, the Company recorded $0.2 million (December 31, 2013 — $nil) of impairment losses on long-term franchise
receivables.

Long-term receivable maturities

Long-term receivables have maturity dates ranging from 2016 to 2034.

18. PROPERTY, PLANT AND EQUIPMENT

December 30, 2014

Leasehold Assets under Construction-
(in thousands of Canadian dollars) Land Buildings Equipment improvements finance lease in-progress Total

Cost
Balance, beginning of year . . . . . . $1,591 $2,969 $131,722 $92,912 $25,475 $ 4,429 $259,098
Additions . . . . . . . . . . . . . . . . . — 23 4,187 5,473 5,579 7,990 23,252
Additions from business acquisitions

(note 5) . . . . . . . . . . . . . . . . . 700 78 2,946 — — — 3,724
Disposals and adjustments . . . . . . — (12) (8,864) (5,399) (1,453) — (15,728)
Transfer to/(from)

construction-in-progress . . . . . . . — — 7,806 4,430 — (12,236) —

Balance, end of year . . . . . . . . . . $2,291 $3,058 $137,797 $97,416 $29,601 $ 183 $270,346

Accumulated depreciation and
impairment losses

Balance, beginning of year . . . . . . $ — $2,269 $102,030 $67,060 $11,323 $ — $182,682
Depreciation expense . . . . . . . . . . — 98 11,881 3,713 1,721 — $ 17,413
Impairment losses . . . . . . . . . . . . — — 223 1,436 — — 1,659
Reversal of impairment losses . . . . — — (563) (2,948) — — (3,511)
Disposals and adjustments . . . . . . — (12) (8,378) (4,653) (1,451) — (14,494)

Balance, end of year . . . . . . . . . . $ — $2,355 $105,193 $64,608 $11,593 $ — $183,749

Carrying amount as at:
December 30, 2014 . . . . . . . . . . . $2,291 $ 703 $ 32,604 $32,808 $18,008 $ 183 $ 86,597
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18. PROPERTY, PLANT AND EQUIPMENT (Continued)

December 31, 2013

Leasehold Assets under Construction-
(in thousands of Canadian dollars) Land Buildings Equipment improvements finance lease in-progress Total

Cost
Balance, beginning of year . . . . . . $2,117 $ 4,641 $156,908 $131,208 $18,959 $ 2,188 $316,021
Additions . . . . . . . . . . . . . . . . . 157 64 7,880 5,633 7,189 4,143 25,066
Additions from business acquisitions

(note 5) . . . . . . . . . . . . . . . . . — — 2,237 — — — 2,237
Disposals . . . . . . . . . . . . . . . . . (683) (1,736) (37,205) (43,929) (673) — (84,226)
Transfer to/(from)

construction-in-progress . . . . . . . — — 1,902 — — (1,902) —

Balance, end of year . . . . . . . . . . $1,591 $ 2,969 $131,722 $ 92,912 $25,475 $ 4,429 $259,098

Accumulated depreciation and
impairment losses

Balance, beginning of year . . . . . . $ — $ 3,358 $115,123 $ 83,957 $10,651 $ — $213,089
Depreciation expense . . . . . . . . . . — 103 15,512 6,787 1,345 — 23,747
Impairment losses . . . . . . . . . . . . — — 819 2,492 — — 3,311
Reversal of impairment losses . . . . — — (109) (522) — — (631)
Disposals . . . . . . . . . . . . . . . . . — (1,192) (29,315) (25,654) (673) — (56,834)

Balance, end of year . . . . . . . . . . $ — $ 2,269 $102,030 $ 67,060 $11,323 $ — $182,682

Carrying amount as at:
December 31, 2013 . . . . . . . . . . . $1,591 $ 700 $ 29,692 $ 25,852 $14,152 $ 4,429 $ 76,416

Impairment losses

For the period ended December 30, 2014, the Company recorded $1.7 million (December 31, 2013 — $3.3 million) of impairment losses
on property, plant and equipment in respect of 18 cash generating units (‘‘CGUs’’) (December 31, 2013 — 34 CGUs). An impairment
loss is recorded when the carrying amount of the restaurant location exceeds its recoverable amount. The recoverable amount is based
on the greater of the CGU’s fair value less costs to sell (‘‘FVLCS’’) and its value in use (‘‘VIU’’). Approximately 78% (December 31,
2013 — 82%) of impaired CGUs had carrying values greater than their FVLCS. The remaining 22% (December 31, 2013 — 18%) of
impaired CGUs had carrying values greater than their VIU.

For the period ended December 30, 2014, the Company recorded $3.5 million (December 31, 2013 — $0.6 million) of impairment
reversals on property, plant and equipment in respect of 24 CGUs (December 31, 2013 — 11 CGUs) given that the condition that
originally caused the impairment no longer exists. The impairment reversals are recorded where the recoverable amount of the
restaurant exceeds its carrying value and does not exceed the carrying amount that would have been determined, net of depreciation, if
no impairment had been recognized. The recoverable amount was based on the greater of the CGUs FVLCS and its VIU.

When determining the VIU of a restaurant location, the Company employs a discounted cash flow model for each CGU. The duration
of the cash flow projections for individual CGUs varies based on the remaining useful life of the significant asset within the CGU or the
remaining lease term of the location. Sales forecasts for cash flows are based on actual operating results, operating budgets and
long-term growth rates that were consistent with strategic plans presented to the Company’s Board and ranged between 0% and 2%.
The estimate of the VIU of the relevant CGUs was determined using a pre-tax discount rate of 12.5% at December 30, 2014
(December 31, 2013 — 12.5%).
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19. BRANDS AND OTHER ASSETS

December 30, 2014

(in thousands of Canadian dollars) Brands Other assets Total

Cost
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $142,501 $12,778 $155,279
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 105 105
Additions from business acquistions (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,493 13,716 20,209
Impairment losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,600) — (6,600)
Transfer from Brands to Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,500) 1,500 —

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $140,894 $28,099 $168,993

Accumulated amortization
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 2,166 $ 2,166
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3,177 3,177

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 5,343 $ 5,343

Carrying amount as at:
December 30, 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $140,894 $22,756 $163,650

December 31, 2013

(in thousands of Canadian dollars) Brands Other assets Total

Cost
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 82,808 $ 6,566 $ 89,374
Additions (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,693 7,091 66,784

Write-off . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (879) (879)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $142,501 $12,778 $155,279

Accumulated amortization
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 2,153 $ 2,153
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 892 892
Write-off . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (879) (879)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 2,166 $ 2,166

Carrying amount as at:
December 31, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $142,501 $10,612 $153,113

Impairment testing of brands and other assets

For the purpose of impairment testing, brands are allocated to the group of cash generating units (‘‘CGUs’’) which represent the lowest
level within the group at which the brands are monitored for internal management purposes.

The Company performed impairment testing of brands, with an indefinite life in accordance with the Company’s accounting policy for
the periods ending December 30, 2014 and December 31, 2013. During the current year, the Company recorded $6.6 million of
impairment losses on indefinite life intangible assets in respect of the Casey’s brand (see note 12) and has reclassified the remaining
amount of $1.5 million to a definite life intangible asset to be amortized over its estimated useful life of two years. In the prior period, it
was determined that the FVLCS exceeded the carrying value and therefore that no impairment was necessary. The Company
determines FVLCS of its brands using the ‘‘Relief from Royalty Method’’, a discounted cash flow model. The process of determining
the FVLCS requires management to make estimates and assumptions of a long-term nature including, but not limited to, projected
future sales, terminal growth rates, royalty rates and discount rates. Projected future sales are consistent with the most recent strategic
plans presented to the Company’s Board. For the purposes of the impairment test, the Company has reflected a terminal value growth
of 0% to 2% after the fifth year in its present value calculations.
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The Company has used a pre-tax discount rate in the range of 12.5% to 20.25% (December 31, 2013 — 12.5% to 20.75%), which is
based on the Company’s weighted average cost of capital with appropriate adjustments for the risks associated with the group of CGUs
to which brands with an indefinite life is allocated. Cash flow projections are discounted over a five-year period plus a terminal value.

An impairment loss and any subsequent reversals, if any, are recognized in the consolidated statements of earnings (loss).

Definite life intangible assets tested for impairment are reviewed at their lowest level for which identifiable cash inflows are largely
independent of cash inflows of other assets or groups of assets. During the years ended December 30, 2014 and December 31, 2013, the
Company reviewed its definite life intangible assets for indicators of impairment at the CGU level. For the years ended December 30,
2014 and December 31, 2013, the Company did not identify any triggers for impairment.

20. GOODWILL

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Cost
Balance, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,059 $13,052
Additions (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,992 5,007

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $43,051 $18,059

Impairment testing of goodwill

For the purpose of impairment testing, goodwill is allocated to the group of cash generating units (‘‘CGUs’’), which represent the lowest
level within the group at which the goodwill is monitored for internal management purposes.

During the periods ending December 30, 2014 and December 31, 2013, the Company performed impairment testing of goodwill, in
accordance with the Company’s accounting policy. There was no impairment of goodwill for the periods ending December 30, 2014 and
December 31, 2013.

The Company uses the VIU method for determining the recoverable amount of the group of CGUs to which goodwill is allocated. The
values assigned to the key assumptions represent management’s assessment of future trends and are based on both external sources and
internal sources (historical data). Key assumptions include the Company’s weighted average cost of capital, restaurant sales growth,
gross margin rates, changes in other operating expenses and capital investment. The Company has projected cash flows based on the
most recent strategic plans presented to the Company’s Board. For the purposes of the impairment test, the Company has reflected a
terminal value growth of 0% to 2% after the fifth year in its present value calculations.

The Company has used a pre-tax discount rate of 12.5% to 20.25% (December 31, 2013 — 12.5% to 20.75%), which is based on the
Company’s weighted average cost of capital with appropriate adjustments for the risks associated with the group of CGUs to which
goodwill is allocated. Cash flow projections are discounted over a five-year period plus a terminal value.

21. PROVISIONS

December 30, 2014

Asset retirement Lease obligations
(in thousands of Canadian dollars) obligations for closed restaurants Other Total

Balance, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . . $4,188 $ 3,065 $ 5,455 $12,708
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 754 1,029 3,647 5,430
Additons from business acquisitions (note 5) . . . . . . . . . . . . . 92 — — 92
Accretion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 363 — — 363
Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (177) (1,596) (794) (2,567)
Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20) — (1,472) (1,492)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5,200 $ 2,498 $ 6,836 $14,534
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December 31, 2013

Asset retirement Lease obligations
(in thousands of Canadian dollars) obligations for closed restaurants Other Total

Balance, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . . $ 5,500 $ 3,180 $ 2,650 $11,330
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 868 2,753 5,061 8,682
Accretion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 362 — — 362
Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (457) (2,868) (619) (3,944)
Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,085) — (1,637) (3,722)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,188 $ 3,065 $ 5,455 $12,708

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Recorded in the consolidated balance sheets as follows:
Provisions — current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,904 $ 4,894
Provisions — long-term . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,630 7,814

$14,534 $12,708

22. EMPLOYEE FUTURE BENEFITS

The Company sponsors a number of pension plans, including a registered funded defined benefit pension plan, and other supplemental
unfunded unsecured arrangements providing pension benefits in excess of statutory limits. These plans are non-contributory and these
benefits are, in general, based on career average earnings subject to limits.

Cara’s Pension Committee (the ‘‘Committee’’) oversees the Company’s pension plans. The Committee is responsible for assisting the
Board in fulfilling its general oversight responsibilities for the plans such as administration of the plans, pension investment and
compliance with legal and regulatory requirements.

Information on the Company’s defined benefit pension plans, in aggregate, is summarized as follows:

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Present value of obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(33,128) $(31,302)
Fair value of plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,393 9,893

Deficit in the plans (note 26) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(22,735) $(21,409)

For the period ended For the period ended
December 30, December 31,

2014 2013

Experience gains on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 615 $1,182
Experience losses on obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,615) (269)

$(2,000) $ 913
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The following are the continuities of the fair value of plan assets and the present value of the defined benefit plan obligation:

Unfunded defined benefit
Defined benefit pension plan pension plans Total

December 30, December 31, December 30, December 31, December 30, December 31,
(in thousands of Canadian dollars) 2014 2013 2014 2013 2014 2013

Changes in the fair value of plan
assets

Fair value, beginning of period . . . . $ 9,893 $ 8,651 $ — $ — $ 9,893 $ 8,651
Interest income . . . . . . . . . . . . . . 452 324 — — 452 324
Return on plan assets (excluding

interest income) . . . . . . . . . . . . 615 1,182 — — 615 1,182
Employer contributions . . . . . . . . . 119 357 1,557 1,416 1,676 1,773
Administrative expenses . . . . . . . . . (1) (1) — — (1) (1)
Benefits paid . . . . . . . . . . . . . . . . (685) (620) (1,557) (1,416) (2,242) (2,036)

Fair value, end of period . . . . . . . . $ 10,393 $ 9,893 $ — $ — $ 10,393 $ 9,893

Changes in the present value of
obligations

Balance, beginning of period . . . . . . $(13,770) $(13,597) $(17,532) $(17,801) $(31,302) $(31,398)
Current service cost . . . . . . . . . . . (19) (62) (16) (75) (35) (137)
Past service costs(1) . . . . . . . . . . . . — — — (361) — (361)
Interest cost . . . . . . . . . . . . . . . . (603) (507) (815) (666) (1,418) (1,173)
Benefits paid . . . . . . . . . . . . . . . . 685 620 1,557 1,416 2,242 2,036
Actuarial (gains) losses in

demographic assumptions(2) . . . . . 191 (1,580) (41) (1,212) 150 (2,792)
Actuarial (gains) losses in financial

assumptions . . . . . . . . . . . . . . . (1,450) 1,356 (1,209) 1,167 (2,659) 2,523
Actuarial (gains) losses in experience

adjustment . . . . . . . . . . . . . . . . 434 — (540) — (106) —

Balance, end of period . . . . . . . . . $(14,532) $(13,770) $(18,596) $(17,532) $(33,128) $(31,302)

(1) Change in the plan program for certain individuals as a result of only participating in the unfunded defined benefit pension plan.

(2) Impact from updated mortality table.

The net expense recognized in selling, general and administrative expenses on the consolidated statements of earnings (loss) (note 11)
for the Company’s defined benefit pension plans was as follows:

Unfunded defined benefit
Defined benefit pension plan pension plans Total

For the period ended

December 30, December 31, December 30, December 31, December 30, December 31,
(in thousands of Canadian dollars) 2014 2013 2014 2013 2014 2013

Current service cost . . . . . . . . . . . $ 19 $ 62 $ 16 $ 75 $ 35 $ 137
Past service cost . . . . . . . . . . . . . . — — — 361 — 361
Interest on obligations . . . . . . . . . . 603 507 815 666 1,418 1,173
Interest income on plan assets . . . . . (452) (324) — — (452) (324)
Administrative expenses . . . . . . . . . 1 1 — — 1 1

Net benefit plan expense . . . . . . . . $ 171 $ 246 $831 $1,102 $1,002 $1,348
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The cumulative actuarial losses before tax recognized in other comprehensive income (loss) for the Company’s defined benefit pension
plans are as follows:

Unfunded defined benefit
Defined benefit pension plan pension plans Total

December 30, December 31, December 30, December 31, December 30, December 31,
(in thousands of Canadian dollars) 2014 2013 2014 2013 2014 2013

Cumulative amount, beginning of
period . . . . . . . . . . . . . . . . . . $(2,121) $(3,079) $(3,285) $(3,240) $(5,406) $(6,319)

Return on plan assets (excluding
interest income) . . . . . . . . . . . . 615 1,182 — — 615 1,182

Actuarial (gains) losses in
demographic assumptions . . . . . . 191 (1,580) (41) (1,212) 150 (2,792)

Actuarial (gains) losses in financial
assumptions . . . . . . . . . . . . . . . (1,450) 1,356 (1,209) 1,167 (2,659) 2,523

Actuarial (gains) losses in
adjustments . . . . . . . . . . . . . . . 434 — (540) — (106) —

Total net actuarial gains (losses)
recognized in other comprehensive
(loss)/income . . . . . . . . . . . . . . (210) 958 (1,790) (45) (2,000) 913

Cumulative amount, end of period . . $(2,331) $(2,121) $(5,075) $(3,285) $(7,406) $(5,406)

The actual total return on plan assets was $1.1 million for the period ended December 30, 2014 (December 31, 2013 — $1.5 million).

The accrued benefit plan obligations and the fair value of the benefit plan assets were determined using a December 31 measurement
date for accounting purposes.

The Company’s pension funding policy is to contribute amounts sufficient, at minimum, to meet local statutory funding requirements.
The most recent actuarial valuation for funding purposes was completed in 2014 and the next required funding valuation will be
prepared in 2017 as of December 31, 2016. During 2015, the Company expects to contribute approximately $nil (2014 — contributed
$0.1 million) to its registered funded defined benefit plan. The actual amount paid may vary from the estimate based on actuarial
valuations being completed, investment performance, volatility in discount rates, regulatory requirements and other factors.

The benefit plan assets are held in trust and at December 31st was invested 100% in a balanced fund.

The Company’s defined benefit pension plans are exposed to actuarial risks, such as longevity risk, investment rate risk and market risk.
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The principal actuarial assumptions used in calculating the Company’s defined benefit plan obligations and net defined benefit plan
expense, as at the measurement date of December 31st, were as follows:

Unfunded defined benefit
Defined benefit pension plan pension plans

December 30, December 31, December 30, December 31,
2014 2013 2014 2013

% % % %
Defined benefit plan obligations

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.85 4.7 3.85 4.7
Rate of compensation increase . . . . . . . . . . . . . . . . . 2.0 3.2 2.0 3.2
Mortality table . . . . . . . . . . . . . . . . . . . . . . . . . . . CPM2014BPubl - CPMRPP2014 CPM2014BPubl - CPMRPP2014

SAF 0.8 SAF 0.8

Net defined benefit plan expense
Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.7 3.8 4.7 3.8
Rate of compensation increase . . . . . . . . . . . . . . . . . 2.0 3.2 2.0 3.2
Mortality table . . . . . . . . . . . . . . . . . . . . . . . . . . . CPM2014BPubl - UP94 with CPM2014BPubl - UP94 with

SAF 0.8 generational SAF 0.8 generational
projection projection

The following table outlines the key actuarial assumption for 2014 and the sensitivity of a 1% change in each of these assumptions on
the defined benefit plan obligations and net defined benefit plan expense.

The sensitivity analysis provided in the table is hypothetical and should be used with caution. The sensitivities of each key assumption
have been calculated independently of any changes in other key assumptions. Actual experience may result in changes in a number of
key assumptions simultaneously. Changes in one factor may result in changes in another, which could amplify or reduce the impact of
such assumptions.

Defined benefit Unfunded defined benefit
pension plan pension plans

Defined Net Defined Defined Net Defined
Benefit Plan Benefit Plan Benefit Plan Benefit Plan

(in thousands of Canadian dollars) Obligations Expense Obligations Expense

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.85% 4.7% 3.85% 4.7%
Impact of: 1% increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(1,681) $ (53) $(1,411) $ 95

 1% decrease . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,076 $ 37 $ 1,608 $(114)
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December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Term credit facility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $231,000 $250,000
Subordinated unsecured debentures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,582 24,326
Finance leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,430 18,778
Assumed debt obligation from acquistion (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,819 —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 91

280,831 293,195
Less: Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,468 3,055

$278,363 $290,140

Recorded in the consolidated balance sheets as follows:
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 17,702 $ 16,794
Long-term portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 260,661 273,346

$278,363 $290,140

Term credit facilities

On October 31, 2013, the Company amended and extended its term credit facility. The amended term credit facility is comprised of a
revolving term loan in the amount of $195.0 million plus a $5.0 million accordion feature as at December 30, 2014 and a $100.0 million
new term credit, maturing on October 31, 2017. There is a $15.0 million annual amortization on the term loan in addition to annual free
cash flow sweeps dependent on Debt to EBITDA ratio thresholds. The interest rate applied on amounts drawn by the Company under
its term credit facility is the effective bankers acceptance rate and/or prime rate plus a spread based on the Company’s leverage ratio
measured at the end of the previous fiscal quarter. As of December 30, 2014, $231.0 million (December 31, 2013 — $250.0 million) was
drawn under the term credit facility with an interest rate of 4.5359% (December 31, 2013 — 4.5186%), based on a weighted average of
bankers acceptances and prime rate advances outstanding during the year. The Company is required to pay a standby fee between
0.3375% to 0.95625% per annum, on the unused portion of the credit facility, for the term of its term credit facility. The standby fee rate
is based on the Company’s leverage ratio measured at the end of the previous fiscal quarter.

In December 2014, the first $15.0 million annual amortization payment was made on the term loan.

A $750.0 million fixed and floating debenture in favour of the collateral agent on the lenders, on all present and future assets of the
Company, has been pledged as collateral for the term credit facility. The term credit facility contains common restrictive and financial
covenants, including maintenance of a leverage ratio and a fixed charge coverage ratio.

Interest rate derivative

On March 31, 2014, the Company entered into a new interest rate derivative to fix the interest rate on $150.0 million of long-term debt
at 1.658% plus a spread, based on the Company’s leverage ratio measured at the end of the previous fiscal quarter. The swap matures
on March 31, 2017, with a $15.0 million reduction in the notional amount of the derivative on December 15th of each year commencing
December 15, 2014. As at December 30, 2014, the notional value of the interest rate derivative was $135.0 million and this financial
instrument was out of the money in the amount of $0.5 million (December 31, 2013 — $nil), primarily due to a decrease in the forward
interest rate curve.

Senior Secured Second Lien Guaranteed Notes

On December 1, 2010, the Company issued $200.0 million aggregate principal amount of Senior Secured Second Lien Guaranteed
Notes (‘‘Notes’’). The Notes paid a fixed rate of interest of 9.125% per annum payable in equal installments on June 1 and December 1
of each year, commencing on June 1, 2011 until maturity on December 1, 2015. On December 1, 2013, the Company exercised its option
to redeem 100% of the Notes at a fixed redemption fee of $4.6 million, plus accrued and unpaid interest.

Subordinated unsecured debentures

On October 31, 2013, the Company issued 8,196,721 subordinated debentures and 8,196,721 warrants (see note 25) for an aggregate
principal amount of $25.0 million bearing interest at a rate of 9.0% per annum to be settled in cash or payment in kind on the last day of
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June and December in each year, commencing December 31, 2013. The subordinated unsecured debentures have a five year term with
no principal repayments required by the Company. The Company, at its option, may redeem for cash, in whole or part, the subordinated
unsecured debentures only after the term credit facility has been repaid or upon redemption of the associated warrants by the warrant
holders (see note 25). The fair value of the subordinated unsecured debentures was determined to be $24.3 million based on the present
value of the contractual cash flows, discounted using a market interest rate for similar types of borrowing arrangements. Accretion of
$0.2 million was recorded in interest costs in the period ended December 30, 2014 (December 31, 2013 — $nil).

The Company settled the June 30, 2014 interest by a payment in kind by adding $1.1 million to the principal outstanding and issuing
367,875 subordinated unsecured debenture warrants (see note 25).

Assumed debt obligations from non-controlling interest

On December 18, 2014, the Company assumed $1.8 million in debt obligations related to the acquisition of The Landing Group
(note 5). The debt obligations bear interest at an average rate of 6.2% and are repayable in monthly installments maturing in 2018.

Finance leases

Included in finance leases are obligations that bear interest at an average rate of 7.4% (December 31, 2013 — 7.9%).

Debt repayments

The five-year schedule of repayment of long-term debt is as follows: 2015 — $17.7 million; 2016 — $17.6 million; 2017 — $203.6 million;
2018 — $28.0 million; 2019 — $2.2 million and thereafter — $11.8 million.

The repayment date for the Class A preferred shares of $85.9 million is on October 31, 2018 and the Class B preferred shares of
$51.6 million is on October 31, 2020.

24. PREFERRED SHARES

On October 31, 2013, the Company issued preferred shares and warrants (see note 25) as part of a financing transaction with Fairfax
and an acquisition transaction (see note 5) with Fairfax and certain key employees of Prime. The preferred shares are included in
liabilities on the Company’s consolidated balance sheets.

The Company issued 31,016,393 class A preferred shares and 31,016,393 warrants (see note 25) with a face value $94.6 million entitling
the holders to fixed, preferential, cumulative dividends at the rate of 6.0% per annum to be settled in cash or payment in kind on
June 15 and December 15 in each year, commencing December 15, 2013. The Company, at its option, may redeem, in whole or part,
these outstanding preferred shares for a cash price equal to $3.05 per class A preferred share less the aggregate of any amounts
distributed in respect of such class A preferred shares as a reduction of stated capital. Dividends on the preferred shares are presented
in net interest expense and other financing charges in the consolidated statements of earnings (loss).

The Company issued 16,393,443 class B preferred shares and 16,393,443 warrants (see note 25) with a face value $50.0 million entitling
the holders to fixed, preferential, cumulative dividends at a rate of 10.0% per annum to be settled in cash or payment in kind on June 15
and December 15. The Company, at its option, may redeem, in whole or part, these outstanding preferred shares for a cash price equal
to $3.05 per class B preferred shares less the aggregate of any amounts distributed in respect of such class B preferred share as a
reduction of stated capital. Dividends on the preferred shares are presented in net interest expense and other financing charges in the
consolidated statements of earnings (loss).

The Company settled the June 15, 2014 dividends by a payment in kind by issuing an additional 929,665 class A preferred shares with a
face value of $2.8 million (December 15, 2013 — 229,432 with a face value of $0.7 million); 929,665 class A preferred share warrants
(see note 25) (December 15, 2013 — 229,432); in addition to 822,954 class B preferred shares with a face value of $2.5 million
(December 15, 2013 — 202,106 with a face value of $0.6 million) and 822,954 class B preferred share warrants (see note 25)
(December 15, 2013 — 202,106).
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The following table summarizes the preferred shares issued by the Company, including their associated carrying amounts. The carrying
amount represents the accumulation of the associated fair values determined upon the particular issuance date plus accretion. The
preferred shares are presented as a liability on the consolidated balance sheets and are measured using the effective interest method.

December 30, 2014

Total
Class A Class B carrying amount of

(in thousands of Canadian dollars preferred shares Carrying preferred shares Carrying preferred shares
except for the number of shares) (number of shares) Amount (number of shares) Amount outstanding

Issue date . . . . . . . . . . . . . . . . . . . October 31, 2013 October 31, 2013
Redemption date(1) . . . . . . . . . . . . . October 31, 2018 October 31, 2020
Outstanding preferred shares,

January 1, 2013 . . . . . . . . . . . . . . — $ — — $ — $ —
Issued — October 31, 2013 . . . . . . . . 31,016,393 79,233 16,393,443 48,263 127,496
Payment in kind dividend Issued —

December 15, 2013 . . . . . . . . . . . 229,432 585 202,106 596 1,181

Outstanding preferred shares,
December 31, 2013 . . . . . . . . . . . 31,245,825 $79,818 16,595,549 $48,859 $128,677

Accretion . . . . . . . . . . . . . . . . . . . — 3,663 — 299 3,962
Payment in kind dividend Issued —

June 15, 2014 . . . . . . . . . . . . . . . 929,665 2,371 822,954 2,427 4,798

Outstanding preferred shares,
December 30, 2014 . . . . . . . . . . . 32,175,490 $85,852 17,418,503 $51,585 $137,437

Recorded in the consolidated balance sheets as follows:
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $137,437
Less: Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,892

$135,545

(1) Should the term credit facility date be extended, the redemption date of the preferred shares shall automatically be extended to the
date that is 12 months after the extension date of the term credit facility.

25. WARRANT CERTIFICATES

On October 31, 2013, in connection with the issuance of the class A and B preferred shares and the subordinated unsecured debentures,
the Company issued warrant certificates (‘‘warrants’’). Each warrant entitles the holder to purchase one common share of the Company
at a price per common share equal to $3.05. The warrants are presented in the shareholders’ equity section of the consolidated balance
sheets and are measured at their carrying amounts. Upon issuance, the warrants are measured at their residual fair value. The carrying
amount represents the accumulation of these residual fair values at each grant date. The holders, at their option, may exercise warrants
any time after the issuance and before the maturity date, with the exception of $69.6 million warrant certificates associated with the
class A preferred shares issued as consideration as part of the Prime acquisition (see note 5) that are not exercisable until the second
anniversary of the grant date. The warrants contain a cashless exercise feature which entitle the holder to elect to receive, without
payment by the holder of any additional consideration, common shares equal to a pre-determined formula representing an equivalent
value of their preferred shares.
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The following tables summarize the warrants issued by the Company, including their associated fair values.

Class A preferred Class B preferred Subordinated unsecured
share warrants share warrants debenture warrants Total number of

(number of units) (number of units) (number of units) units outstanding

Issue date . . . . . . . . . . . . . . . . . . . . October 31, 2013 October 31, 2013 October 31, 2013
Redemption date . . . . . . . . . . . . . . . October 31, 2018 October 31, 2020 October 31, 2018
Outstanding warrants, January 1, 2013 . . — — — —
Issued — October 31, 2013 . . . . . . . . . 31,016,393 16,393,443 8,196,721 55,606,557
Payment in kind dividend Issued —

December 15, 2013 . . . . . . . . . . . . 229,432 202,106 — 431,538

Outstanding warrants, December 31,
2013 . . . . . . . . . . . . . . . . . . . . . . 31,245,825 16,595,549 8,196,721 56,038,095

Payment in kind dividend Issued —
June 15, 2014 . . . . . . . . . . . . . . . . 929,665 822,954 367,875 2,120,494

Outstanding warrants, December 30,
2014 . . . . . . . . . . . . . . . . . . . . . . 32,175,490 17,418,503 8,564,596 58,158,589

Total
Class A preferred Class B preferred Subordinated unsecured Carrying Amount

share warrants share warrants debenture warrants of warrants
(in thousands of Canadian dollars) (Carrying Amount) (Carrying Amount) (Carrying amount) outstanding

Outstanding warrants, January 1, 2013 — — — —
Issued — October 31, 2013 . . . . . . . 15,367 1,737 674 17,778
Payment in kind dividend Issued —

December 15, 2013 . . . . . . . . . . . 115 20 — 135

Outstanding warrants, December 31,
2013 . . . . . . . . . . . . . . . . . . . . $15,482 $1,757 $674 $17,913

Payment in kind dividend Issued —
June 15, 2014 . . . . . . . . . . . . . . 465 82 30 577

Outstanding warrants, December 30,
2014 . . . . . . . . . . . . . . . . . . . . $15,947 $1,839 $704 $18,490

26. OTHER LONG-TERM LIABILITIES

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Deferred rental income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19,622 $28,857
Accrued pension and other benefit plans (note 22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,735 21,409
Accrued rent expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,508 3,232
Deferred income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,116 16,009
Restructuring (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,220 4,778
Long-term incentive plans (note 28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 210
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,247 2,309

$62,448 $76,804

Current portion of other long-term liabilities of $5.7 million (December 31, 2013 — $14.6 million) is included in accounts payable and
accrued liabilities.

F-42



CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 30, 2014 and December 31, 2013

26. OTHER LONG-TERM LIABILITIES (Continued)

Deferred rental income

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of these license agreements certain
franchisees enter into a rental agreement to rent certain restaurant assets from the Company. The $19.6 million (December 31, 2013 —
$28.9 million) represents the unearned revenue associated with the rental agreements calculated as the present value of the minimum
lease payments using an interest rate implicit in the rental agreement.

Deferred income

Unearned franchise and conversion fee income

At the end of 2014, the Company had deferred $7.6 million (December 31, 2013 — $9.1 million) of initial franchise fees and conversion
fees received from franchisees, if applicable, that will be recognized over the remaining term of the respective franchise agreements.

Sale-leaseback transactions

At the end of 2014, the Company had deferred $5.5 million (December 31, 2013 — $6.6 million) related to gains realized on
sale-leaseback transactions.

27. EARNINGS (LOSS) PER SHARE

Basic earnings (loss) per share amounts are calculated by dividing the net earnings (loss) attributable to common shareholders of the
Company by the weighted average number of shares issued during the year.

Diluted earnings (loss) per share amounts are calculated by dividing the net earnings attributable to common shareholders of the
Company by the weighted average number of shares issued during the year adjusted for the effects of potentially dilutive warrants and
stock options.

The following table sets forth the calculation of basic and diluted earnings (loss) per share (‘‘EPS’’):

December 30, 2014 December 31, 2013

Attributable to Attributable to
Common Shareholders Common Shareholders

Weighted Weighted
average average

number of Net earnings number of
Net earnings shares EPS (loss) shares EPS

Basic
Continuing Operations . . . . . . . . . . . . . . . . . $5,515 50,468 $0.109 $(41,906) 50,468 $(0.830)
Discontinued Operations . . . . . . . . . . . . . . . . 85 50,468 0.002 278 50,468 0.006

$5,600 50,468 $0.111 $(41,628) 50,468 $(0.825)

Diluted
Continuing Operations . . . . . . . . . . . . . . . . . $5,515 80,182 $0.069 $(41,906) 50,468 $(0.830)
Discontinued Operations . . . . . . . . . . . . . . . . 85 80,182 0.001 278 50,468 0.006

$5,600 80,182 $0.070 $(41,628) 50,468 $(0.825)

The weighted average number of shares used in the calculation of basic and diluted earnings per share is summarized below:

December 30, 2014 December 31, 2013

Common shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,467,709 50,467,709
Effect of warrants issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,594,532 —
Effect of stock options issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,120,121 —

80,182,362 50,467,709

F-43



CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 30, 2014 and December 31, 2013

28. LONG-TERM INCENTIVE PLANS

The Company has implemented and revised a number of stock-based compensation plans during the current year, which are described
below.

Under the various stock option plans, Cara may grant options for up to 15.9 million of its common shares, a guideline the Company has
set on the number of stock option grants.

Stock options outstanding as at December 30, 2014 have a term up to eight years. Each stock option is exercisable into one non-voting
common share at the price specified in the terms of the option agreement. There are no accelerated vesting features upon an initial
public offering under any of the plans described below.

During the period ended December 30, 2014, Cara granted a total of 2,639,198 (December 31, 2013 — 10,605,000) stock options with a
weighted average exercise price of $2.98 (2013 — $2.14) per common share under its existing stock option plans, which allows for
settlement in shares or in the share appreciation value in cash at the option of the participant. Upon an initial public offering, the
options may only be settled in shares of the Company.

Director Stock Option Plan

The Company implemented a Director Stock Option Plan (‘‘Director Plan’’) for non-employee board members. Options granted under
this plan entitle Directors to a cash payment after the end of each service period, following the date of the grant. The options vest
pro-rata each year based on service years completed and expire after eight years. The shares issued on exercise are not entitled to vote
or participate in dividends declared on the voting class of common shares. Upon the completion of an initial public offering, the
settlement of the option can only be into the common share equity of the Company.

During the period ended December 30, 2014, the Company granted 60,000 (December 31, 2013 — 180,000) stock options at an exercise
price of $0.01 per share to purchase non-voting shares of the Company under the Director Plan.

The following table summarizes the options granted:

December 30, 2014 December 31, 2013

Weighted Weighted
average average

Options exercise Options exercise
(number of shares) price/share (number of shares) price/share

Outstanding options, beginning of period . . . . . . . . . . . 180,000 $0.01 — $—
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,000 0.01 180,000 0.01

Outstanding options, end of period . . . . . . . . . . . . . . 240,000 $0.01 180,000 $0.01

Options exercisable, end of period . . . . . . . . . . . . . . . 60,000 $0.01 — $—

As a result of certain changes expected in the Company’s capital structure, at December 30, 2014, the Company has accounted for these
grants as if they will be equity settled using the grant date fair value in accordance with IFRS 2.

The fair value of options granted was determined by applying the Black-Scholes option pricing model using the following assumptions:

Stock Risk-Free Grant Date
Number of Exercise Time to Price Interest Fair Value

Option Grant Date Options Price Expiration Volatility Rate of Option

October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 60,000 $0.01 3 years 35.00% 1.12% $2.40
October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 60,000 $0.01 3 years 35.00% 1.12% $2.40
October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 60,000 $0.01 3 years 35.00% 1.12% $2.40
November 1, 2014 . . . . . . . . . . . . . . . . . . . . . . 30,000 $0.01 3 years 27.00% 1.06% $4.55
November 1, 2014 . . . . . . . . . . . . . . . . . . . . . . 30,000 $0.01 3 years 27.00% 1.06% $4.55

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 240,000

Stock price was determined using a standard Enterprise Value calculation with an implied private company illiquidity discount of
15-20%. The expected annual volatility at October 31, 2013 and November 1, 2014 is based on industry benchmarks against a common
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pool of comparable industry stocks, using average 5-year volatility trends as of the grant date, which is the time period expected to be
outstanding. The Risk-Free Interest Rate is based on Government of Canada bond yields with maturities that coincide with the exercise
period and terms of the grant.

For the period ended December 30, 2014, the Company recognized stock-based compensation costs of $0.3 million related to the
Director Plan Options with a corresponding increase to contributed surplus.

CEO Stock Option Plan

During the current period, the Company amended the 2013 plan and changed the name of the plan to the CEO Stock Option Plan
(‘‘CEO Plan’’). The CEO Plan granted the right to purchase 3,000,000 non-voting shares of the Company at an exercise price per share
of $0.01. Under this plan, 1,500,000 options vest on the second anniversary of the grant date and 1,500,000 options will vest on the third
anniversary of the grant date. The options will not be exercisable until the earlier of an initial public offering of the Company and the
fifth anniversary of the grant date. Upon an initial public offering, the options can only be settled by an issuance of common shares. The
options expire after eight years. The shares issued on exercise are not entitled to vote or participate in dividends declared on the voting
class of common shares.

Options granted under the CEO Plan are as follows:

December 30, 2014 December 31, 2013

Weighted Weighted
average average

Options exercise Options exercise
(number of shares) price/share (number of shares) price/share

Outstanding options, beginning of period . . . . . . . . . . . 3,000,000 $0.01 — $—
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 3,000,000 $0.01

Outstanding options, end of period . . . . . . . . . . . . . . 3,000,000 $0.01 3,000,000 $0.01

Options exercisable, end of period . . . . . . . . . . . . . . . — $— — $—

As a result of certain changes expected in the Company’s capital structure, at December 30, 2014, the Company has accounted for these
grants as if they will be equity settled using the grant date fair value in accordance with IFRS 2. The fair value of options granted in 2014
was determined by applying the Black-Scholes option pricing model using the following assumptions:

Stock Risk-Free Grant Date
Number of Exercise Time to Price Interest Fair Value

Option Grant Date Options Price Expiration Volatility Rate of Option

October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 1,500,000 $0.01 5 years 35.00% 1.42% $2.40
October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 1,500,000 $0.01 5 years 35.00% 1.42% $2.40

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,000,000

Stock price was determined using a standard Enterprise Value calculation with an implied private company illiquidity discount of 20%.
The expected annual volatility at October 31, 2013 is based on industry benchmarks against a common pool of comparable industry
stocks, using average 3-year volatility trends as of the grant date. The Risk-Free Interest Rate is based on Government of Canada bond
yields with maturities that coincide with the exercise period and terms of the grant.

For the period ended December 30, 2014, the Company recognized stock-based compensation costs of $3.3 million (December 31,
2013 – $0.2 million) related to the CEO Plan with a corresponding increase to contributed surplus.

Employee Stock Option Plan

On October 31, 2013, the Company granted options in accordance with certain terms of the CEO and CFO employment agreements to
purchase 7,425,000 non-voting shares of the Company at an exercise price per share of $3.05. Under the Employee Stock Option Plan
(‘‘Employee Plan’’), 3,375,000 options will vest on the second anniversary of the grant date and 4,050,000 on the third anniversary of the
grant date.
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The options can be exercised upon the earlier of an initial public offering of the Company and the fifth anniversary of the grant date. On
the fifth anniversary of the grant date if an initial public offering is not imminent, the options may be settled in cash at the employee’s
election using a share equity value determined based on a free cash flow measure as defined in the Company’s Unanimous Shareholder
Agreement. The length of time to pay the cash settlement shall be determined by both parties, acting reasonably, giving consideration to
the financial position and cash flow of the Company. The shares issued on exercise are not entitled to vote or participate in dividends
declared on the voting class of common shares.

During the period ended December 30, 2014, the Company granted an additional 2,579,198 under the Employee Plan at an exercise
price of $3.05 per share to purchase non-voting shares of the Company. Of these options, 1,979,198 vest over a three year period and
may not be exercised until the fifth anniversary of the grant date. The options expire after eight years. The remaining 600,000 options
were granted to a senior executive as part of the terms of an employment agreement. The options vest in three equal tranches of
200,000, beginning on January 1, 2017, January 1, 2018 and January 1, 2019, respectively. Options may not be exercised until
January 1, 2019.

Options granted under the Employee Stock Option Plan are summarized below:

December 30, 2014 December 31, 2013

Weighted Weighted
average average

Options exercise Options exercise
(number of shares) price/share (number of shares) price/share

Outstanding options, beginning of period . . . . . . . . . . . 7,425,000 $3.05 — $—
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,579,198 3.05 7,425,000 $3.05

Outstanding options, end of period . . . . . . . . . . . . . . 10,004,198 $3.05 7,425,000 $3.05

Options exercisable, end of period . . . . . . . . . . . . . . . — $— — $—

In 2013, the 7,425,000 options granted under the Employee Plan were accounted for as a cash settled award in accordance with IFRS 2.
As a result of certain changes expected in the Company’s capital structure, at December 30, 2014, the Company has accounted for these
grants as if they will be equity settled using the grant date fair value in accordance with IFRS 2. The fair value of options granted under
the Employee Plan was determined by applying the Black-Scholes option pricing model using the following assumptions:

Stock Risk-Free Grant Date
Number of Exercise Time to Price Interest Fair Value

Option Grant Date Options Price Expiration Volatility Rate of Option

October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 3,375,000 $3.05 5 years 35.00% 1.42% $0.60
October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 3,375,000 $3.05 5 years 35.00% 1.42% $0.60
October 31, 2013 . . . . . . . . . . . . . . . . . . . . . . 675,000 $3.05 5 years 35.00% 1.42% $0.60
January 1, 2014 . . . . . . . . . . . . . . . . . . . . . . . 605,716 $3.05 6.5 years 35.00% 1.99% $0.71
September 8, 2014 . . . . . . . . . . . . . . . . . . . . . . 200,000 $3.05 6.5 years 27.00% 2.02% $2.01
September 8, 2014 . . . . . . . . . . . . . . . . . . . . . . 200,000 $3.05 6.5 years 27.00% 2.02% $2.01
September 8, 2014 . . . . . . . . . . . . . . . . . . . . . . 200,000 $3.05 6.5 years 27.00% 2.02% $2.01
December 4, 2014 . . . . . . . . . . . . . . . . . . . . . . 686,741 $3.05 6.5 years 27.00% 1.90% $3.58
December 4, 2014 . . . . . . . . . . . . . . . . . . . . . . 686,741 $3.05 6.5 years 27.00% 1.90% $3.58

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,004,198

Stock price was determined using a standard Enterprise Value calculation with an implied private company illiquidity discount of
15-20%. The expected annual volatility is based on industry benchmarks against a common pool of comparable industry stocks, using
average 5-year volatility trends as of the grant date. The Risk-Free Interest Rate is based on Government of Canada bond yields with
maturities that coincide with the exercise period and terms of the grant.

For the period ended December 30, 2014, the Company recognized stock-based compensation costs of $2.5 million related to the
Employee Plan with a corresponding increase to contributed surplus.
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During 2013, the Company wound up a number of its stock-based compensation plans:

2008 Stock option plan

During 2008, the Company implemented a Stock Option Plan (‘‘SOP’’) with the purpose to attract, reward, retain and motivate
participants. Participants are nominated by the Office of the President and approved by the Board. The grant size for a participant will
be established at the sole discretion of the Board. Under this plan, the Company may grant options for up to a maximum of 10% of total
outstanding shares of all classes. This plan was effective March 28, 2008 and each grant issued up to 2012 has a term of 66 months.
Grants issued in 2013 had a term of 42 months, based on a plan amendment. Each option was exercisable into one non-voting common
share of the Company at the exercise price specified, or the participant could elect to receive in cash the increase in the per share equity
value of the Company over the exercise price. The share is not entitled to vote or participate in dividends declared on other classes
of shares.

During the period, the 2008 SOP was terminated, with 1,863,550 outstanding options being cancelled in return for the Company paying
$0.01 per option to the remaining option holders. During 2014, the Company recorded $18,636 within selling, general and
administrative expenses relating to the termination of the 2008 SOP.

The following is a summary of the SOP:

December 30, 2014 December 31, 2013

Weighted Weighted
average average

Options exercise Options exercise
(number of shares) price/share (number of shares) price/share

Outstanding options, beginning of period . . . . . . . . . . . 2,588,550 $1.60 4,848,600 $2.73
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $— 1,650,000 $1.11
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (725,000) $1.69 (3,510,050) $2.31
Expired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,863,550) $1.56 (400,000) $7.15

Outstanding options, end of period . . . . . . . . . . . . . . — $— 2,588,550 $1.60

Options exercisable, end of period . . . . . . . . . . . . . . . — $— — $—

Former Chief Executive Officer (‘‘CEO’’) stock option plans

The Former CEO Stock Option Plans relate to options granted to the previous CEO.

2008 Former CEO stock option plan

In August 2008, the Company granted options to purchase 2,000,000 shares of the Company at an exercise price per share of $8.00. The
exercise price would be reduced to $0.01 per share if the following two conditions are both met: (i) at any time on or before the seventh
anniversary from the grant date the value per share is at least double $8.00 per share and (ii) any time on or before the eleventh
anniversary of the grant date the simple average of the value per share for each of three consecutive fiscal years is at least double $8.00
per share. These options would vest equally over a five year period and would expire, if unexercised, ten years after the vesting date. The
fair value per share of this grant was determined to be $3.10 per share and was based on a Monte Carlo valuation model at the time of
the grant.

During the period, the Company had recorded $nil (December 31, 2013 — $nil) for the stock-based compensation expense related to
this CEO Plan. This has been reported in contributed surplus. No options have been exercised. During 2013, all options were cancelled
and no options were exercised prior to the cancellation.

2011 Former CEO stock option plan

In February 2011, the Company granted options under the CEO Plan to purchase 1,560,000 shares of the Company at a nominal strike
price per share. These options would vest equally over a five year period, if profit is more than zero. If profit was less than zero, then the
vesting of options would be deferred until the following vesting date. These options could only be exercised once the vesting conditions
had been met and the Board had approved the preceding year’s consolidated financial statements of the Company. If profit was less
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than zero within the five year period, all options would be forfeited. These options would expire, if unexercised, ten years after they
had vested.

During the period, the Company recorded $nil (December 31, 2013 — $nil) for the stock-based compensation expense related to this
CEO Plan grant based on the expected timing of cumulative profit. This had been reported in contributed surplus. During 2013, all
options were cancelled and no options were exercised prior to the cancellation. As a result, the $0.9 million recorded in prior years was
reversed from contributed surplus during 2013.

29. COMMON SHARE CAPITAL

The Company’s authorized share capital consists of an unlimited number of common shares and an unlimited number of non-voting
common shares.

During 2013, the Company changed each issued and outstanding Class A Common Share, Class B Common Share and Class C
Common Share in the capital of the Company into one voting common share of the Company. The holders of the voting common
shares of the Company have the right to participate in any distribution of assets of the Company upon liquidation, dissolution or a
wind-up. The holders of the voting common shares of the Company are entitled to receive dividends if and when declared by the Board
of the Company. Under the Articles of Incorporation, the Company can issue an unlimited number of voting common shares.

As at December 30, 2014, there were 50,467,709 voting common shares (December 31, 2013 — 50,467,709 shares) issued and
outstanding.

During 2013, the Company changed each issued and outstanding Class D Common Share in the capital of the Company into one
non-voting common share of the Company. The holders of the non-voting common shares have the right to participate in any
distribution of assets of the Company upon liquidation, dissolution or wind-up. The holders of the non-voting common shares of the
Company are entitled to receive dividends if and when declared by the Board of the Company. Under the Articles of Incorporation, the
Company can issue an unlimited number of non-voting common shares.

30. CAPITAL MANAGEMENT

Capital is defined as total long-term debt and shareholders’ equity. The objectives of the Company when managing capital are to
safeguard the Company’s ability to continue as a going concern while maintaining adequate financial flexibility to invest in new business
opportunities that will provide attractive returns to shareholders. The primary activities engaged by the Company to generate attractive
returns include the construction and related leasehold improvements of new and existing restaurants, the development of new business
concepts, and the investment in information technology to increase scale and support the expansion of the Company’s multi-branded
restaurant network.

The Company’s main sources of capital are cash flows generated from operations, a revolving line of credit and long-term debt. These
sources are used to fund the Company’s debt service requirements, capital expenditures, working capital needs, and dividend
distributions to shareholders.

The Company monitors its anticipated capital expenditures to ensure that acceptable returns will be generated from the invested funds
and will increase or decrease the program accordingly. Capital expenditures may also be adjusted in light of changes in economic
conditions, the objectives of its shareholders, the cash requirements of the business and the condition of capital markets.

The following table provides a summary of certain information with respect to the Company’s capital structure and financial position:

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Bank indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 6,926
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,702 16,794
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 260,661 273,346
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135,545 126,289
Letters of credit (note 33) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 947 2,634

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 414,855 425,989

Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (253,061) (252,590)

Total capital under management . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 161,794 $ 173,399
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The Company’s term credit facility contains common restrictive and financial covenants, including maintenance of certain leverage
ratios and a fixed charge coverage ratio, which are calculated quarterly on a rolling four-quarter-basis. As at December 30, 2014 and
December 31, 2013, the Company was in compliance with all covenants.

31. CASH FLOWS

The Company’s cash flow statement for the 52 weeks ended December 31, 2013 has been adjusted to reflect an immaterial
reclassification of $1,316 which resulted in cash flows from operating activities being adjusted to $39,255 from the previously presented
amount $37,939 and cash flows used in financing activities being adjusted to $(25,072) from the previously presented amount of
$(23,576).

Net change in non-cash operating working capital components

The changes in non-cash working capital components, net of the effects of acquisitions and discontinued operations, are as follows:

December 30, December 31,
(in thousands of Canadian dollars) 2014 2013

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,416 $ 4,538
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,252) 3,325
Income taxes (recoverable) payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,627 591
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (449) 686
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,788 (15,821)
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,010 (315)
Gift card liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,392 3,603
Restructuring (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,573) (14,249)
Income taxes paid (received) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 775 (94)
Change in interest payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,170) (4,707)

Net change in non-cash operating working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,564 $(22,443)

32. COMPOSITION OF THE COMPANY

The consolidated financial statements of the Company include a 55% controlling interest in The Landing Group which owns and
operates three upscale casual restaurants in Southern Ontario.

Any material related party transaction outside of the ordinary course of business between the Subsidiary and the Company are subject
to approval by the Board of Directors of The Landing Group. There were no related party transactions or intercompany eliminations
for the year ended December 30, 2014.
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The financial information of The Landing Group is provided below.

December 30,
(in thousands of Canadian dollars) 2014

Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 494
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 251
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,362
Brands and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,055
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,984

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $37,309

Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 806
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 559
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,260
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93
Deferred tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,380

Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,098

Shareholder’s equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $33,211

Period ended December 30, 2014
Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 561
Net earnings from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66
Net earnings attributed to non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30

Period ended December 30, 2014
Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44)
Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

Decrease in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44)

The following is a continuity of non-controlling interest:

Balance at December 18, 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $14,931
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30

Balance at December 30, 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $14,961

33. COMMITMENTS, CONTINGENCIES AND GUARANTEES

The Company is involved in and potentially subject to various claims by third parties arising out of the normal course and conduct of its
business including, but not limited to, labour and employment, regulatory, franchisee related and environmental claims. In addition, the
Company is involved in and potentially subject to regular audits from federal and provincial tax authorities relating to income,
commodity and capital taxes and as a result of these audits may receive assessments and reassessments.

Although such matters cannot be predicted with certainty, management currently considers the Company’s exposure to such claims and
litigation, to the extent not covered by the Company’s insurance policies or otherwise provided for, not to be material to these
consolidated financial statements.

The Company has outstanding letters of credit amounting to $0.9 million (December 31, 2013 — $2.6 million) primarily for various
utility companies that provide services to corporate owned or franchised locations and support for certain franchisees’ external
financing used to fund their initial franchise fees and conversion fees, if applicable, payable to the Company. The probability of the
letters of credit being drawn as a result of default by a franchisee is low.
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The Company has an obligation for certain leases primarily related to franchisees. In the event of default by franchisees, the Company
retains ultimate responsibility to the landlord for payment of amounts under these lease agreements. The future minimum lease
payments of continuing operations related to these operating leases, in addition to operating leases for corporate operating locations,
are set out below. Included in the gross amount are the minimum obligations under real estate leases (excluding those based on sales)
that are subleased to franchisees in the normal course of business. The Company has a number of options available to it to mitigate this
liability and historically has not incurred any significant incremental liabilities pertaining to such leases.

Obligations under operating leases

Net operating
Gross operating Expected lease

(in thousands of Canadian dollars) lease payments(1) sub-lease income payments

Payments due by period ending
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 90,243 $ 71,017 $ 19,226
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,588 64,775 17,813
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71,557 55,267 16,290
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,667 44,745 13,922
2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,300 35,238 12,062
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199,082 134,170 64,912

$549,437 $405,212 $144,225

(1) Minimum lease payments exclusive of taxes, insurance and other occupancy charges.

Obligations under financing leases

Finance
(in thousands of Canadian dollars) lease payments

Payments due by period ending
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,459
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,247
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,041
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,684
2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,264
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,257

$32,952

The Company has financing lease obligations for land and buildings. The leases have an average remaining term of approximately
7.5 years (December 31, 2013 — 7.8 years).

Indemnification provisions

In addition to the above guarantees, the Company has also provided customary indemnifications in the normal course of business and in
connection with business dispositions. These indemnifications include items relating to taxation, litigation or claims that may be suffered
by a counterparty as a consequence of the transaction. Until such times as events take place and/or claims are made under these
provisions, it is not possible to reasonably determine the amount of liability under these arrangements. Historically, the Company has
not made significant payments relating to these types of indemnifications.
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In the ordinary course of business, the Company enters into derivative financial instrument agreements with banks and other financial
institutions to manage its underlying risks associated with interest rates. The derivative financial instruments do not require the payment
of premiums or cash margins prior to settlement. These derivative financial instruments have been disclosed in note 23.

Market risk

Market risk is the loss that may arise from changes in factors such as interest rate, commodity prices and the impact these factors may
have on other counterparties.

Interest rate risk

The Company is exposed to interest rate risk which it manages through the use of an interest rate derivative. The Company’s interest
rate risk arises from the issuance of a long-term credit facility (see note 23). The Company has managed fluctuations in its interest rate
expense by entering into interest rate derivative contracts to fix the interest rate on $135.0 million debt (December 31, 2013 —
$150.0 million) (see note 23).

Commodity price risk

The Company is exposed to increases in the prices of commodities in operating its corporate restaurants. To manage this exposure, the
Company uses purchase arrangements for a portion of its needs for certain consumer products that may be commodities based.

Liquidity and capital availability risk

Liquidity risk is the risk that the Company cannot meet a demand for cash or fund its obligations as they come due. Liquidity risk also
includes the risk of not being able to liquidate assets in a timely manner at a reasonable price.

Should the Company’s financial performance and condition deteriorate, the Company’s ability to obtain funding from external sources
may be restricted. In addition, credit and capital markets are subject to inherent global risks that may negatively affect the Company’s
access and ability to fund its long-term debt as it matures. The Company mitigates these risks by maintaining appropriate availability
under the credit facilities and varying maturity dates of long-term obligations and by actively monitoring market conditions.

Credit risk

Credit risk refers to the risk of losses due to failure of the Company’s customers or other counterparties to meet their payment
obligations.

In the normal course of business, the Company is exposed to credit risk from its customers, primarily franchisees. The Company
performs ongoing credit evaluations of new and existing customers’, primarily franchisees, financial condition and reviews the
collectability of its trade and long-term accounts receivable in order to mitigate any possible credit losses.

The following is an aging of the Company’s accounts receivable, net of the allowance, as at December 30, 2014 and December 31, 2013:

December 30, 2014 December 31, 2013

> 30 days > 60 days > 30 days > 60 days
(in thousands of Canadian dollars) Current past due past due Total Current past due past due Total

Accounts receivable . . . . . . . . . . . . . . $31,045 $1,926 $6,903 $39,874 $38,616 $2,528 $8,118 $49,262
Less: allowance for doubtful accounts . . . — — 6,766 $ 6,766 — — 6,850 6,850

Accounts receivable, net . . . . . . . . . . . . $31,045 $1,926 $ 137 $33,108 $38,616 $2,528 $1,268 $42,412

There are no significant impaired receivables that have not been provided for in the allowance. As of December 30, 2014, the Company
believes that the $6.8 million (December 31, 2013 — $6.9 million) allowance sufficiently covers any credit risk related to the receivable
balances past due. The remaining amounts past due were not classified as impaired as the past due status was reasonably expected
to remedied.
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Fair value of financial instruments

The fair value of derivative financial instruments is the estimated amount that the Company would receive or pay to terminate the
instrument at the reporting date. The fair values have been determined by reference to prices provided by counterparties. The fair
values of all derivative financial instruments are recorded in other long-term liabilities on the consolidated balance sheets.

The different levels used to determine fair values have been defined as follows:

• Level 1 — inputs use quoted prices (unadjusted) in active markets for identical financial assets or financial liabilities that the
Company has the ability to access.

• Level 2 — inputs other than quoted prices included in Level 1 that are observable for the financial asset or financial liability, either
directly or indirectly. Level 2 inputs include quoted prices for similar financial assets and financial liabilities in active markets, and
inputs other than quoted prices that are observable for the financial assets or financial liabilities.

• Level 3 — inputs are unobservable inputs for the financial asset or financial liability and include situations where there is little, if any,
market activity for the financial asset or financial liability.

The following describes the fair value determinations of financial instruments:

Long-term debt

Fair value (Level 2) is based on the Company’s current incremental borrowing rate for similar types of borrowing arrangements. The
carrying amount of the debt associated with the Company’s current financing would approximate its fair value as at December 30, 2014.

Derivative financial instruments

Fair value (Level 2) for derivative assets and liabilities are estimated using industry standard valuation models. Where applicable, these
models project future cash flows and discount the future amounts to a present value using market-based observable inputs including
interest rate curves and credit spreads.

Other financial instruments

Other financial instruments of the Company consist of cash, accounts receivable, bank indebtedness and accounts payable and accrued
liabilities. The carrying amount for these financial instruments approximates fair value due to the short term maturity of these
instruments.

35. RELATED PARTIES

Shareholders

The Company, through its voting common shares, is principally owned by Cara Holdings Limited (97%), with the remaining ownership
interest in the Company (3%) held directly or indirectly by Cara’s former President and Chief Executive Officer. No publicly available
financial statements are produced by the Company’s principal common shareholder. During the period ended December 30, 2014, the
Company declared dividends on common shares of $11.0 million. These were not paid as at December 30, 2014. During 2013, dividends
of $10.6 million were declared and paid.

Subsidiaries of Fairfax own non-voting preferred shares (note 24) and warrants (note 25) exercisable into voting common shares of the
Company. As a result of transactions related to the issue of the preferred shares and warrants, and a Unanimous Shareholder
Agreement between the Company’s common shareholders and preferred shareholders, the Company is jointly controlled by the
common shareholders and preferred shareholders. During the period ended December 30, 2014, the Company declared dividends on
the preferred shares of $10.2 million ($1.2 million for the period ended December 31, 2013) of which $5.0 million ($1.2 million for the
period ended December 31, 2013) was paid in kind and $5.2 million ($nil for the period ended December 31, 2013) was paid in cash.
The $10.2 million has been included in interest expense (note 15).

Subsidiaries of Fairfax own subordinated debentures (note 23) and warrants (note 25) bearing interest at 9.0% per annum. During the
period ended December 30, 2014, the Company incurred interest expense of $2.3 million ($0.4 million for the period ended
December 31, 2013) of which $1.1 million ($nil for the period ended December 31, 2013) was paid in kind and $1.2 million ($0.4 million
for the period ended December 31, 2013) in cash. 
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 30, 2014 and December 31, 2013

35. RELATED PARTIES (Continued)

Fairfax and the Company are parties to a Shared Services and Purchasing Agreement. Under this agreement, Fairfax is authorized to
enter into negotiations on behalf of the Company (and Fairfax associated restaurants) to source shared services and purchasing
arrangements for any aspect of Cara’s operations, including food and beverages, information technology, payment processing,
marketing and advertising or other logistics. There were no transactions during the periods ended December 30, 2014 and
December 31, 2013.

The Company’s policy is to conduct all transactions and settle all balances with related parties on market terms and conditions.

Transactions with key management personnel

Key management personnel

Key management personnel are those persons having authority and responsibility for planning, directing, and controlling the activities
of the Company and/or its subsidiary, directly or indirectly, including any external director of the Company and/or its subsidiary. Key
management personnel may also participate in the Company’s stock-based compensation plans and the Company’s defined contribution
savings plan.

Remuneration of key management personnel of the Company is comprised of the following expenses:

For the period ended For the period ended
December 30, December 31,

(in thousands of Canadian dollars) 2014 2013

Short-term employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,384 $ 3,306
Defined benefit pension plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 83
Long-term incentive plans (note 28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,093 676
Termination benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68 8,886

Total compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8,545 $12,951

There were no additional related party transactions between the Company and its key management personnel, or their related parties,
including other entities over which they have control.

Post-employment benefit plans

The Company sponsors a number of defined benefit plans as described in note 22. In 2014, the Company’s contributions to these plans
were $0.1 million (December 31, 2013 — $0.3 million). Contributions made by the Company to its post-employment benefit plans are
disclosed in note 22. The Company does not receive any reimbursement of expenses incurred by the Company to provide services to
these plans.

Significant subsidiaries

Subsidiaries are entities controlled by the Company. The financial statements of subsidiaries are included in the consolidated financial
statements. Intercompany balances and transactions are eliminated in preparing the consolidated financial statements.

Insurance Provider

Some of Cara’s insurance policies are held by a company that is a subsidiary of Fairfax. This company also holds preferred shares
(see note 24) and warrants (see note 25) directly. The transaction is on market terms and conditions.

36. SEGMENTED INFORMATION

Prior to Fiscal 2014, Cara’s business was presented as one consolidated business segment. At the beginning of Fiscal 2014, Cara
introduced segmented reporting to reflect the manner in which its business is being managed. Cara divided its operations into the
following three business segments: corporate restaurants, franchise restaurants, and central operations.

The Corporate restaurant segment includes the operations of the company-owned restaurants which generate revenues from the direct
sale of prepared food and beverages to customers.

Franchised restaurants represent the operations of its franchised restaurant network operating under the Company’s several brand
names from which the Company earns royalties calculated at an agreed upon percentage of franchise restaurant sales. Cara provides
financial assistance to certain franchisees and the franchise royalty income reported is net of any assistance being provided
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36. SEGMENTED INFORMATION (Continued)

Central includes call centre services which earn fees from off-premise phone, mobile and web orders processed for corporate and
franchised restaurants and income generated from the lease of certain equipment to franchisees as well as the collection of new
franchise and renewal fees.

The Company has determined that the allocation of corporate (non-restaurant) revenues and expenses which include finance and IT
support, occupancy costs, and general and administrative support services did not reflect how the Company manages the business and
has not allocated these revenues and expenses to a specific segment.

The Chief Executive Officer is the chief operating decision maker and regularly reviews the operations and performance by segment.
The Chief Executive Officer reviews operating income as a key measure of performance for each segment and to make decisions about
the allocation of resources.

The accounting policies of the reportable operating segments are the same as those described in the Company’s summary of significant
accounting policies (see note 3). Segment results include items directly attributable to a segment as well as those that can be allocated
on a reasonable basis.

For the period ended December 30, 2014 Corporate Franchise Central Total

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $195,424 $ — $ 9,649 $205,073
Franchise revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 66,126 3,851 69,977
Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (59,379) — — (59,379)
Cost of labour . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (74,910) — — (74,910)
Other revenues (costs) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (53,820) (10,802) 7,428 (57,194)

$ 7,315 $ 55,324 $ 20,928 $ 83,567
Conversion revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 1,777 1,777
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 4,979 4,979
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (4,451) (4,451)
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (4,922) (4,922)
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (6,573) (6,573)
Non-allocated selling, general and adminstrative expenses . . . . . . . . . . . . . . . . — — (30,593) (30,593)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,315 $ 55,324 $(18,855) $ 43,784

For the period ended December 31, 2013 Corporate Franchise Central Total

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $184,991 $ — $ 9,838 $194,829
Franchise revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 53,372 4,613 57,985
Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (56,285) — — (56,285)
Cost of labour . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (78,059) — — (78,059)
Other revenues (costs) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (52,888) (11,656) (6,017) (70,561)

$ (2,241) $ 41,716 $ 8,434 $ 47,909
Conversion revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 16,321 16,321
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 1,511 1,511
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (1,520) (1,520)
Impairment of assets, net of reversals . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (2,680) (2,680)
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (14,249) (14,249)
Other charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (21,499) (21,499)
Non-allocated selling, general and adminstrative expenses . . . . . . . . . . . . . . . . — — (23,990) (23,990)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (2,241) $ 41,716 $(37,672) $ 1,803

37. SUBSEQUENT EVENTS

Subsequent to the period ended December 30, 2014, the Company entered into a non-binding letter of intent with a loyalty rewards
program provider that included a minimum annual purchase obligation of $1.0 million for a period of 28 months, of which the minimum
amounts payable are prorated in the event of early termination. This rewards program will be cost-shared with the Company’s
franchisees on terms to be determined and therefore actual costs incurred by the Company will be reduced by fees recovered from
franchisees.
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37. SUBSEQUENT EVENTS (Continued)

On March 31, 2015, the Company entered into an underwriting agreement, whereby the Company will raise gross proceeds of
$200 million pursuant to an initial public offering (the ‘‘Offering’’) through the issuance of 8,700,000 subordinated voting shares at a
price of $23.00 per share (excluding any over-allotment option). Costs relating to the Offering, including underwriters’ fees, will be
approximately $15 million and they will be charged directly to shareholders’ equity.

Immediately prior to the closing of the Offering, all of the outstanding Subordinated Debentures, Class A and Class B Preferred Shares
will be surrendered and converted into common shares in conjunction with a cashless warrant exercise. All outstanding common shares
held immediately prior to closing under either Fairfax’s beneficial ownership or Cara Holding Limited ownership will be converted at a
ratio of 2.79 to 1 into multiple voting shares, which are entitled to 25 votes per share on all matters. All other outstanding common
shares held by all other shareholders will be converted into subordinated voting shares entitled to one vote per share on all matters and
consolidated at a ratio of 2.79 to 1.

The Company amended and extended its term credit facility, conditional upon the Offering being completed, with gross proceeds of not
less than $200 million and net proceeds of not less than $185 million. The term credit facility will be used to repay debt outstanding
under its existing credit facility. The amended term credit facility is comprised of a revolving credit facility in the amount of up to
$150 million and up to $50 million of an accordion feature maturing on June 30, 2019. The interest rate applied on amounts drawn by
the Company under its term credit facility is the effective bankers acceptance rate or prime rate plus a spread based on the Company’s
total funded net debt to EBITDA ratio, as defined in the agreement, measured using EBITDA for the four most recently completed
fiscal quarters. The Company is required to pay a standby fee between 0.25% to 0.45% per annum, on the unused portion of the credit
facility, for the term of its term credit facility. The standby fee rate is based on the Company’s total funded net debt to EBITDA ratio.

In conjunction with the amended and extended term credit facility, the Company will settle its $150.0 million interest rate derivative on
its existing credit facility ($135.0 million outstanding at December 30, 2014). As at December 30, 2014, the fair value adjustment on the
derivative was a loss of $0.5 million. As of March 30, 2015, the fair value adjustment on the derivative was a loss of $2.1 million. The fair
value adjustment will fluctuate further before it is settled and the Company will settle its interest rate derivative prior to the closing of
the Offering and prior to the derivative’s October 31, 2017 maturity date. The Company will also write off unamortized deferred
financing fees of $1.9 million related to the existing credit facility.

Subsequent to December 30, 2014, the Company re-acquired two Milestones restaurants previously franchised for total cash
consideration of $3.3 million.

On March 29, 2015, the Company’s Board of Directors declared a dividend of $3.0 million to the holders of all the issued voting
common shares of the Company immediately prior to the closing of the Offering. The Company’s Board of Directors also approved a
total dividend of $3.5 million relating to Class A and Class B Preferred shares. The dividends approved by the Company’s Board of
Directors will be paid on or before the Closing Date and they are conditional on the Offering being completed.
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KPMG LLP
Chartered Accountants
Bay Adelaide Centre
333 Bay Street Suite 4600
Toronto ON M5H 2S5
Canada

Telephone      (416) 777-8500
Telefax           (416) 777-8818
Internet           www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Cara Operations Limited,

We have audited the accompanying consolidated financial statements of Cara Operations Limited, which
comprise the consolidated balance sheets as at December 31, 2013 and January 1, 2013, the consolidated
statements of loss and comprehensive loss, total equity and cash flows for the 52 week years ended December 31,
2013 and January 1, 2013, and notes, comprising a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of Cara Operations Limited as at December 31, 2013 and January 1, 2013, and its consolidated
financial performance and its consolidated cash flows for the 52 week years ended December 31, 2013 and
January 1, 2013 in accordance with International Financial Reporting Standards.

Chartered Accountants, Licensed Public Accountants

March 26, 2014
Toronto, Canada
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CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF LOSS

For the 52 weeks ended December 31, 2013 and January 1, 2013
(in thousands of Canadian dollars, except where otherwise indicated)

Year ended Year ended
December 31, January 1,

2013 2013(1)

System sales from continuing operations (unaudited) (note 30) . . . . . . . . . . . $1,371,943 $1,309,869

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 194,829 $ 273,252
Franchise revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,306 77,177
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,511 —

Total gross revenue from continuing operations (note 30) . . . . . . . . . . . . . . . $ 270,646 $ 350,429
Cost of inventories sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (56,285) (78,037)
Selling, general and administrative expenses (notes 7 and 8) . . . . . . . . . . . . (172,610) (233,931)
Development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,520) —
Impairment of assets, net of reversals (notes 13, 14 and 15) . . . . . . . . . . . . (2,680) (9,252)
Restructuring (note 9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14,249) (6,992)
Other charges (note 10) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (21,499) (10,384)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,803 11,833
Finance costs

Net interest expense and other financing charges (note 11) . . . . . . . . . . . (44,036) (32,804)
Gain (loss) on derivative (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . (24) 257

Loss from continuing operations before income taxes . . . . . . . . . . . . . . . . . . (42,257) (20,714)
Income taxes (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 493

Net (loss) earnings from continuing operations . . . . . . . . . . . . . . . . . . . . . . . (42,236) (20,221)
Discontinued operations — net of income taxes (note 6) . . . . . . . . . . . . . . . 278 (393)

Net (loss) earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (41,958) $ (20,614)

Net (loss) earnings attributable to
Shareholders of the Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (41,628) $ (20,353)
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (330) (261)

$ (41,958) $ (20,614)

Net (loss) earnings per share attributable to the Common Shareholders of
the Company — basic (in dollars)
Continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.830) $ (0.396)
Discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.006 (0.008)

Net (loss) earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.824) $ (0.404)

Weighted average number of outstanding shares (in thousands) . . . . . . . . . . . 50,467 50,467

(1) Certain 2012 figures have been restated (see note 3)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

For the 52 weeks ended December 31, 2013 and January 1, 2013
(in thousands of Canadian dollars)

Year ended Year ended
December 31, January 1,

2013 2013(1)

Net (loss) earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(41,958) $(20,614)

Items that will not be reclassified to profit or loss:
Net defined benefit plan actuarial gain (loss), net of income taxes (notes 12

and 18) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 913 (2,443)

Other comprehensive income (loss), net of income taxes . . . . . . . . . . . . . . . . . 913 (2,443)

Total comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(41,045) $(23,057)

(1) Certain 2012 figures have been restated (see note 3)

See accompanying notes to the consolidated financial statements.

F-60



CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF TOTAL EQUITY

For the 52 weeks ended December 31, 2013 and January 1, 2013
(in thousands of Canadian dollars, except where otherwise indicated)

Attributable to the Shareholders of the Company

Number of Common Warrant Contributed Non-controlling Total
shares share capital certificates surplus Deficit interest equity

(in thousands)
Balance at January 1, 2013 . . . . . 50,467 $29,285 $ — $1,738 $(249,301) $ 247 $(218,031)

Net (loss) earnings . . . . . . . . . . — — — — (41,628) (330) (41,958)
Other comprehensive income . . . . — — — — 913 — 913

Total comprehensive loss . . . . . . . — — — — (40,715) (330) (41,045)
Dividends . . . . . . . . . . . . . . . . — — — — (10,624) — (10,624)
Issuance of warrant certificates

(note 21) . . . . . . . . . . . . . . . — — 17,913 — — — 17,913
Investment from non-controlling

interest (note 3) . . . . . . . . . . . — — — — — 211 211
Distribution to non-controlling

interest . . . . . . . . . . . . . . . . — — — — — (9) (9)
Acquired non-controlling interest

(note 5) . . . . . . . . . . . . . . . . — — — — — 126 126
Stock-based compensation

(note 23) . . . . . . . . . . . . . . . — — — (886) — — (886)

— — 17,913 (886) (51,339) (2) (34,314)

Balance at December 31, 2013 . . . 50,467 $29,285 $17,913 $ 852 $(300,640) $ 245 $(252,345)

Attributable to the Shareholders of the Company

Number of Common Warrant Contributed Non-controlling Total
shares share capital certificates surplus Deficit(1) interest equity(1)

(in thousands)
Balance at January 3, 2012 . . . . . 50,467 $29,285 $— $1,196 $(215,505) $ 508 $(184,516)

Net (loss) earnings . . . . . . . . . . — — — — (20,353) (261) (20,614)
Other comprehensive loss . . . . . . — — — — (2,443) — (2,443)

Total comprehensive loss . . . . . . . — — — — (22,796) (261) (23,057)
Dividends . . . . . . . . . . . . . . . . — — — — (11,000) — (11,000)
Stock-based compensation

(note 23) . . . . . . . . . . . . . . . — — — 542 — — 542

— — — 542 (33,796) (261) (33,515)

Balance at January 1, 2013 . . . . . 50,467 $29,285 $— $1,738 $(249,301) $ 247 $(218,031)

(1) Certain 2012 figures have been restated (see note 3)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED BALANCE SHEETS

As at December 31, 2013 and January 1, 2013
(in thousands of Canadian dollars)

As at As at
December 31, January 1,

2013 2013(1)

Assets

Current Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,576 $ 1,562
Accounts receivable (note 28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,412 44,263
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,722 3,286
Income taxes recoverable (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 227
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,995 2,033

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,705 51,371
Long-term receivables (note 13) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,368 74,469
Property, plant and equipment (note 14) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,416 102,932
Brands and other assets (note 15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153,113 87,221
Goodwill (note 16) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,059 13,052
Deferred tax asset (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,161 —

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $367,822 $329,045

(1) Certain 2012 figures have been restated (see note 3)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED BALANCE SHEETS (Continued)

As at December 31, 2013 and January 1, 2013
(in thousands of Canadian dollars)

As at As at
December 31, January 1,

2013 2013(1)

Liabilities

Current Liabilities
Bank indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,926 $ 8,507
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,659 74,808
Provisions (note 17) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,694 3,659
Gift card liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,069 39,466
Income taxes payable (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 364 —
Current portion of long-term debt (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,794 1,403
Discontinued operations (note 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 408 3,040

Total Current Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135,914 130,883
Long-term debt (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 273,346 328,470
Preferred shares (note 20) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,289 —
Provisions (note 17) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,814 7,671
Other long-term liabilities (note 22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,804 80,052

Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 620,167 547,076

Shareholders’ Equity
Common share capital (note 24) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,285 29,285
Warrant certificates (note 21) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,913 —
Contributed surplus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 852 1,738
Deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (300,640) (249,301)

Total Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (252,590) (218,278)
Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 245 247

Total Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (252,345) (218,031)

Total Liabilities and Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 367,822 $ 329,045

Commitments, contingencies and guarantees (note 27)

(1) Certain 2012 figures have been restated (see note 3)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the 52 weeks ended December 31, 2013 and January 1, 2013
(in thousands of Canadian dollars)

Year ended Year ended
December 31, January 1,

2013 2013(1)

Cash from (used in)
Operating Activities
Net loss from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (42,236) $ (20,221)

Restructuring (note 9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,249 6,992
Depreciation of property, plant and equipment (notes 8 and 14) . . . . . . . . . . . . . 23,747 31,641
Amortization of other assets (note 8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 302 108
Net loss on disposal of property, plant and equipment (notes 10 and 14) . . . . . . . 18,555 7,261
Impairment of assets, net of reversals (notes 13, 14 and 15) . . . . . . . . . . . . . . . . 2,680 9,252
Net interest expense and other financing charges (note 11) . . . . . . . . . . . . . . . . 44,036 32,804
Change in fair value of derivative (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24 (257)
Income taxes received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94 1,615
Other non-cash items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,285 (3,986)
Net change in non-cash operating working capital (note 26) . . . . . . . . . . . . . . . . (22,443) (14,274)

Cash flows from operating activities of continuing operations . . . . . . . . . . . . . . . . . 40,293 50,935
Cash flows used in operating activities of discontinued operations . . . . . . . . . . . . . (2,354) (5,604)

Cash flows from operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,939 45,331

Investing Activities
Business acquisitions, net of cash assumed (note 5) . . . . . . . . . . . . . . . . . . . . . . . . (3,085) —
Purchase of property, plant and equipment (note 14) . . . . . . . . . . . . . . . . . . . . . . (17,876) (15,624)
Proceeds on disposal of property, plant and equipment . . . . . . . . . . . . . . . . . . . . . 3,231 3,704
Additions to other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (324) (609)
Change in long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,885 4,212

Cash flows used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14,169) (8,317)

Financing Activities
Change in bank indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,581) 2,993
Issuance of long-term credit facility (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 396,855 149,000
Issuance of preferred shares (note 20) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,202 —
Issuance of warrant certificates (note 21) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,473 —
Issuance of subordinated unsecured debentures (note 19) . . . . . . . . . . . . . . . . . . . 24,326 —
Repayment of Notes (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (200,000) —
Repayment of long-term credit facility (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . (272,855) (147,000)
Redemption fee on Notes (notes 11 and 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,562) —
Change in finance leases (notes 14 and 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,283) (936)
Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (25,536) (27,881)
Dividends on common shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,624) (11,000)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,171) (628)

Cash flows used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (23,756) (35,452)

Change in cash during the year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 1,562
Cash — Beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,562 —

Cash — End of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,576 $ 1,562

(1) Certain 2012 figures have been restated (see note 3)

See accompanying notes to the consolidated financial statements.
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2013 and January 1, 2013

1. NATURE AND DESCRIPTION OF THE REPORTING ENTITY

Cara Operations Limited is a Canadian private Company incorporated under the Ontario Business Corporations Act and is a Canadian
full service restaurant operator and franchisor. Its registered office is located at 199 Four Valley Drive, Vaughan, Canada L4K 0B8. Cara
Operations Limited and its controlled subsidiaries are together referred to in these consolidated financial statements as ‘‘Cara’’ or
‘‘the Company’’.

The Company is principally owned by Cara Holdings Limited (97%), with the remaining ownership interest in the Company (3%) held
directly or indirectly by Cara’s former President and Chief Executive Officer.

On October 31, 2013, as part of the acquisition and financing transactions disclosed in note 5 and notes 19, 20 and 21, respectively, the
Company issued non-voting preferred shares and warrants exercisable into voting common shares to Fairfax Financial Holdings Limited
(‘‘Fairfax’’) and certain key employees of Prime Restaurants Inc. (‘‘Prime’’). As a result of these transactions and the Unanimous
Shareholder Agreement between the Company’s common shareholders and preferred shareholders, the Company is jointly controlled
by the common shareholders and preferred shareholders.

2. BASIS OF PRESENTATION

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (‘‘IFRS’’) as
issued by the International Accounting Standards Board (‘‘IASB’’) and using the accounting policies described herein.

The consolidated financial statements were authorized for issue by the Board of Directors (‘‘Board’’) on March 26, 2014.

Basis of preparation

The consolidated financial statements were prepared on a historical cost basis except for the following items which were valued at fair
value; cash and derivatives at fair value through profit and loss, determination of equity settled stock-based compensation arrangements
on date of issuance as described in note 23 and defined benefit plan assets with the obligations related to these pension plans measured
at their discounted present value as described in note 18.

Functional and presentation currency

The consolidated financial statements are presented in Canadian dollars which is the Company’s functional currency. All financial
information presented in Canadian dollars has been rounded to the nearest thousands of dollars except where otherwise indicated.

Fiscal year

The fiscal year of the Company ends on the Tuesday closest to December 31st. As a result, the Company’s fiscal year is usually 52 weeks
in duration but includes a 53rd week every five to six years. The year ended December 31, 2013 contained 52 weeks and the year ended
January 1, 2013 contained 52 weeks.

Critical accounting judgements and estimates

The preparation of the consolidated financial statements requires management to make various judgements and estimates in applying
the Company’s accounting policies that affect the reported amounts and disclosures made in the consolidated financial statements and
accompanying notes.

These judgements and estimates are based on management’s historical experience, knowledge of current events and conditions and
other factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.

Within the context of these financial statements, a judgement is a decision made by management in respect of the application of an
accounting policy, a recognized or unrecognized financial statement amount and/or note disclosure, following an analysis of relevant
information that may include estimates and assumptions. Estimates and assumptions are used mainly in determining the measurement
of balances recognized or disclosed in the consolidated financial statements and are based on a set of underlying data that may include
management’s historical experience, knowledge of current events and conditions and other factors that are believed to be reasonable
under the circumstances. Estimates and assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised and in any future periods affected.
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2013 and January 1, 2013

2. BASIS OF PRESENTATION (Continued)

The following are the accounting policies, disclosed in note 3, that are subject to judgements and estimates.

Accounts receivable and long-term franchise receivables

Management reviews accounts receivables and long-term franchise receivables at each balance sheet date utilizing judgements to
determine whether a triggering event has occurred requiring an impairment test to be completed.

Management determines the net realizable value of its accounts receivables and long-term franchise receivables by revising expected
future cash flows. The process of determining the net realizable value requires management to make estimates regarding projected
future cash flows.

Impairment of non-financial assets

Management is required to use judgement in determining the grouping of assets to identify their cash generating units (‘‘CGUs’’) for
the purposes of testing fixed assets for impairment. Judgement is further required to determine appropriate groupings of CGUs, for the
level at which goodwill and intangible assets are tested for impairment. In addition, judgement is used to determine whether a triggering
event has occurred requiring an impairment test to be completed.

In determining the recoverable amount of a CGU, various estimates are employed. The Company determines fair value less costs to sell
using estimates such as projected future sales, earnings, capital investments and discount rates. Projected future sales and earnings are
consistent with strategic plans provided to the Company’s Board. Discount rates are based on an estimate of the Company’s weighted
average cost of capital taking into account external industry information reflecting the risk associated with the specific cash flows.

Leases

In classifying a lease as either financial or operating, management has to make certain assumptions in estimating the present value of
future lease payments and the estimated useful lives of the related assets. These assumptions include the allocation of value between
land and building, and discount rates.

Income and other taxes

The calculation of current and deferred income taxes requires management to make certain judgements regarding the tax rules in
jurisdictions where the Company performs activities. Application of judgements is required regarding classification of transactions and
in assessing probable outcomes of claimed deductions including expectations of future operating results, the timing and reversal of
temporary differences, likelihood of utilizing deferred tax assets and possible audits of income tax and other tax filings to the tax
authorities.

Employee future benefits

Accounting for the costs of defined benefit pension plans is based on using a number of assumptions including estimates of rates of
compensation increase and retirement ages of plan members. The discount rate used to value the accrued benefit plan obligation is
based on high quality corporate bonds in the same currency in which the benefits are expected to be paid and with terms to maturities
that on average match the terms of the defined benefit obligations. Other key assumptions for pension obligations are based on
actuarial determined data and current market conditions.

Gift cards

Management is required to make certain assumptions on the likelihood of gift card redemptions based on historical redemption
patterns. The impact of these assumptions results in the recognition of income for gift card purchases that are expected to not
be redeemed.

Provisions

Management reviews provisions at each balance sheet date utilizing judgements to determine the probability that an outflow of
economic benefit will result from the legal or constructive obligation and an estimate of the associated obligation. Due to the
judgemental nature of these items, future settlements may differ from amounts recognized.
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2013 and January 1, 2013

2. BASIS OF PRESENTATION (Continued)

Stock-based compensation

The accounting for equity-settled stock-based compensation requires management to make an estimate of the fair value, including
non-market conditions, of the stock options based on the enterprise value of the Company at the time of the grant as well as estimates
around forfeitures of vested options.

Comparative information

Certain of the prior year’s information was reclassified to conform with the current year’s presentation. Reclassification made to prior
year’s information includes:

• financing costs were previously included in selling, general and administrative expenses and amortization of other assets and is now
included in net interest expense and other financing charges.

3. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies set out below have been applied consistently to all periods presented in these consolidated financial
statements.

Basis of consolidation

The consolidated financial statements include the accounts of the Company and other entities that the Company controls. Control exists
when the Company is exposed to or has the rights to variable returns from its involvement in the entity and has the ability to direct the
activities that significantly affect the entities’ returns through its power over the entity. The Company reassesses control on an
ongoing basis.

Structured entities are consolidated under IFRS 10, if based on an evaluation of the substance of its relationship with the Company, the
Company concludes that it controls the structured entity. Structured entities are entities controlled by the Company which were
designed so that voting or similar rights are not the dominant factor in deciding who controls the entity.

Transactions and balances between the Company and its consolidated entities have been eliminated on consolidation.

Non-controlling interests

Non-controlling interests represent equity interests in subsidiaries owned by outside parties. The share of net assets of subsidiaries
attributable to non-controlling interests is presented as a component of equity. Their share of net earnings (loss) is recognized directly
in equity. Changes in the parent company’s ownership interest in subsidiaries that do not result in a loss of control are accounted for as
equity transactions. Therefore, no goodwill is recognized as a result of such transactions.

Prime holds a partnership share in Bier Markt locations as follows:

• 93% partnership share of Bier Markt on boul René-Lévesque in Montreal. Two third parties hold the remaining 7% investment for
which they contributed $0.2 million during the year.

• 95% partnership share of Bier Markt on King Street West in Toronto. A third party holds the remaining 5% investment.

• 95% partnership share of Bier Markt on Don Mills Road in Toronto. Two third parties hold the remaining 5% investment.

• 95% partnership share of Bier Markt on The Queensway in Toronto. Two third parties hold the remaining 5% investment.

All these investments have been reflected as a non-controlling interest on the consolidated balance sheets.

When the Company ceases to have control or significant influence, any retained interest in the entity is re-measured to its fair value,
with the change in the carrying amount recognized in net earnings (loss). The fair value is the initial carrying amount for the purposes of
subsequently accounting for the retained interest as an associate, joint venture or financial asset.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts
previously recognized in other comprehensive income are reclassified to profit or loss where appropriate.
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CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2013 and January 1, 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

Gross revenues include revenue from the Company’s foodservice activities. These activities consist primarily of food and beverage sales
at restaurants operated by the Company and franchise revenues earned as part of the license agreements between the Company and its
franchisees.

Franchise revenues

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of the license agreements, the franchisees
pay franchise fees, conversion fees for established locations, and other payments, which may include payments for royalties, equipment
and rents. Franchise fees and conversion fees, if applicable, are substantially collected at the time the license agreement is entered into.
These franchise transactions result in multiple deliverable arrangements and as such the Company has used the residual method to
determine the allocation of the consideration to each component of the arrangement. These multiple deliverable arrangements are
divided into the separate components of the transactions. The consideration is then first allocated to any undelivered products and
services within the arrangement based on their fair values and the remainder is allocated to the products and services that have been
delivered at the time of the transaction. During 2013, $16.5 million (January 1, 2013 — $22.9 million) in franchise fees and conversion
fees (see note 30), if applicable, were recognized when the franchisee commenced operation of the licensed restaurant.

Royalties, based on a percentage of sales, are recognized as revenue on the accrual basis and recorded when earned. Most rental
agreements are based on fixed payments including the recovery of operating costs, while other rental agreements are contingent on
certain sales levels. Rental revenue from all leases is recognized on a straight-line basis over the term of the related lease. The Company
has established reserves, based on the net realizable value, related to the collection of franchise royalties and other franchise related
receivables.

Development revenues

The Company contracts with certain franchisees to construct restaurants on the franchisees’ behalf. The Company manages the
construction of the restaurant and separately contracts with construction companies and other suppliers to develop the restaurant.
Franchisees reimburse the Company for costs incurred in building the restaurant. These reimbursements are classified as development
revenues and related costs are classified as development expenses in the consolidated statements of loss.

When a specific act in a service contract is much more significant than any other acts, revenue is recognized only after the significant act
is performed. For the Company, the most significant event or act in these construction arrangements is when the applicable restaurant
opens for business. Development revenues and related development expenses from the construction of franchised restaurants are
recognized when the Company performs substantially all initial services required by the franchise agreement, which is generally on
restaurant opening and when collection is reasonably assured. Amendments to contract revenue are recognized when they are probable
and reliably measurable.

Finance costs

Finance costs are primarily comprised of interest expense on borrowings including the recognition of transaction costs over the expected
life of the underlying borrowing using the effective interest rate at the initial recognition of the debt. All finance costs are recognized in
the consolidated statements of loss on an accrual basis (using the effective interest method), net of amounts capitalized as part of the
costs of qualifying property, plant and equipment.

Finance costs directly attributable to the acquisition, construction or development of an asset that necessarily takes a substantial period
of time (greater than six months), to prepare for their intended use, are recognized as part of the cost of that asset. All other finance
costs are recognized in the consolidated statements of loss in the period in which they are incurred. The Company capitalizes finance
costs at the weighted average interest rate of borrowings outstanding for the period.

Income taxes

Income tax provision comprises of current and deferred income tax. Current income tax and deferred income tax are recognized in the
consolidated statements of loss except to the extent that it relates to a business combination, or items recognized directly in equity or in
other comprehensive loss.

Current income taxes is the expected tax payable or receivable on the Company’s taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

F-68



CARA OPERATIONS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2013 and January 1, 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred income tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred income tax is not recognized for the following
temporary differences; the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable earnings or loss, and taxable temporary differences relating to investments in subsidiaries to the extent
that it is probable that they will not reverse in the foreseeable future. In addition, deferred income tax is not recognized for taxable
temporary differences arising on the initial recognition of goodwill. Deferred income tax is measured at the tax rates that are expected
to be applied to temporary differences when they reverse, based on the laws that have been enacted or substantially enacted by the
reporting date. Deferred income tax assets and liabilities are offset if there is a legally enforceable right to offset current income tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax
entities, but they intend to settle current income tax liabilities and assets on a net basis or their income tax assets and liabilities will be
realized simultaneously.

A deferred income tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent that it is
probable that future taxable income will be available against which they can be utilized. Deferred income tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related income tax benefit will be realized or
increased to the extent that it is probable that the related income tax benefit will be realized.

Net earnings (loss) per share (‘‘EPS’’)

The Company presents basic EPS amounts for its common shares. Basic EPS is calculated by dividing the net earnings (loss)
attributable to common shareholders of the Company by the weighted average number of common shares outstanding during
the period.

Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party to the contractual provisions of the financial
instrument. Financial assets are derecognized when the contractual rights to receive cash flows from the financial asset expire and
financial liabilities are derecognized when obligations under the contract expire, are discharged or cancelled. Financial instruments
upon initial recognition are measured at fair value and classified as financial assets or financial liabilities at fair value through
consolidated statements of loss, held-to-maturity financial assets, loans and receivables, available-for-sale financial assets, or other
financial liabilities. Financial instruments are included on the Company’s balance sheet and measured at fair value, except for loans and
receivables, held-to-maturity financial assets and other financial liabilities which are measured at amortized cost. Transaction costs other
than those related to financial instruments classified at fair value through consolidated statements of loss which are expensed as
incurred, are amortized using the effective interest rate.

Gains and losses on fair value through consolidated statement of loss on financial assets and financial liabilities are recognized in the
period in which they arise.

The following classifications have been applied:

• Cash is designated as fair value through consolidated statements of loss;

• Accounts receivable, income taxes recoverable and long-term receivables are classified as loans and

receivables; and

• Bank indebtedness, accounts payable and accrued liabilities, provisions, long-term debt and certain other

liabilities have been classified as other financial liabilities.

The Company has not classified any financial assets as held-to-maturity.

Derivative financial instruments

The Company, from time to time, uses derivative financial instruments in the form of interest rate swap contracts to manage its current
and anticipated exposure to fluctuations in interest rates. The Company does not enter into derivative financial instruments for trading
or speculative purposes.

Derivative financial instruments not designated within an effective hedging relationship are measured at fair value with changes in fair
value recorded in finance costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2013 and January 1, 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Derivative financial instruments that are designated within an effective hedging relationship are formally identified and the relationship
between hedging instruments and hedged items are documented by the Company. Derivative financial instruments designated as cash
flow hedges are measured at fair value with changes in fair value recorded in other comprehensive loss. Effectiveness tests are
performed to evaluate hedge effectiveness at inception and on a quarterly basis. If and when a derivative instrument is no longer
expected to be effective, hedge accounting is discontinued, the derivative is held, sold or expired and the cumulative gain or loss
previously recognized in accumulated other comprehensive income is transferred to the consolidated statements of loss in the same
period that the hedge item affects net earnings (loss).

Inventories

Inventories of food and beverage items are stated at the lower of cost and estimated net realizable value. Costs consist of the cost to
purchase net of vendor allowances and other costs incurred in bringing the inventory to its present location and condition. The cost of
inventories is determined using the first-in, first-out method.

In the normal course of business, the Company enters into contracts for the sale and construction of franchise locations. Cost comprises
amounts paid to suppliers in the course of constructing restaurant locations. Cost of construction work-in-progress inventory is recorded
at the lower of cost and fair value.

Corporate restaurant assets held-for-sale

Corporate restaurant assets held-for-sale are recorded at the lower of their carrying amount and fair value less costs to sell and
represent the net assets of corporate restaurants that are expected to be disposed of over the next fiscal year. These assets are classified
as held-for-sale when their carrying amount is to be recovered principally through a sale transaction and a sale is considered highly
probable and are included in inventories on the consolidated balance sheets. Impairments or reversals of impairments arising from
changes in fair value or carrying amount are recognized in the consolidated statements of loss.

Property, plant and equipment

Recognition and measurement

Land other than through a finance lease is carried at cost and is not amortized.

Property, plant and equipment are stated at cost less accumulated depreciation and net accumulated impairment losses (refer to
impairment of non-financial assets policy below). Cost includes expenditures directly attributable to the acquisition of the asset,
including the costs of dismantling and removing the items and restoring the site on which they are located, and finance costs on
qualifying assets.

Construction-in-progress assets are capitalized during construction and depreciation commences when the asset is available for use.

When significant component parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.

Gains or losses on disposal of an item of property, plant and equipment, not related to finance leases, are determined by comparing the
proceeds from disposal with the net carrying amount of property, plant and equipment, and are recognized within operating income in
the consolidated statements of loss.

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying amount of the item if it is probable
that the future economic benefits embodied within the part will flow to the Company and its cost can be measured reliably. The carrying
amount, if any, of the replaced part is derecognized and recorded within selling, general and administrative expenses in the consolidated
statements of loss. The costs of repairs and maintenance of property, plant and equipment are recognized in the consolidated
statements of loss as incurred.

Depreciation

Depreciation is calculated based upon the depreciable amount, which is the cost of an asset less its residual value.

Depreciation commences when assets are available for use and is recognized on a straight-line basis to depreciate the cost of these
assets over their estimated useful lives, since this most closely reflects the expected pattern of consumption of the future economic
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benefits embodied in the asset. Estimated useful lives range from two to 12 years for equipment. Buildings are depreciated over 20 to
40 years and leasehold improvements are depreciated over the shorter of their estimated useful lives or the term of the lease, including
expected renewal terms to a maximum of 15 years. Assets held under finance leases are depreciated on a straight-line basis over their
estimated useful life on the same basis as owned assets, or where shorter, over the term of the respective lease. Land finance leases are
depreciated on a straight-line basis over the term of the respective lease. Depreciation methods, useful lives and residual values are
reviewed at each financial year end and adjusted if appropriate. Depreciation expense is recognized in selling, general and
administrative expenses in the consolidated statements of loss.

Goodwill

Goodwill arising in a business combination is recognized as an asset at the date that control is acquired. Goodwill represents the excess
of the purchase price of a business acquired over the fair value of the underlying net assets acquired at the date of acquisition. Goodwill
is allocated at the date of the acquisition to a group of cash generating units that are expected to benefit from the synergies of the
business combination, but no higher than an operating segment. Goodwill is not amortized and is tested for impairment at least
annually and whenever there is an indication that the asset may be impaired. Refer to the impairment of non-financial assets
policy below.

Brands and other assets

Brands and other assets including re-acquired franchise rights are recorded at their fair value at the date of acquisition. The Company
assesses each intangible asset and other assets for legal, regulatory, contractual, competitive or other factors to determine if the useful
life is definite. Brands are measured at cost less net accumulated impairment losses and are not amortized as they are considered to
have an indefinite useful life. Indefinite life intangible assets are tested for impairment at least annually and whenever there is an
indication that the asset may be impaired. Re-acquired franchise rights and other assets are amortized on a straight-line basis over their
estimated useful lives, averaging approximately five years and are tested for impairment whenever there is an indication that the asset
may be impaired. Refer to the impairment of non-financial assets policy below.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards incidental to
ownership of an asset. All other leases are classified as operating leases and the rents are straight-lined and expensed in the
consolidated statements of loss. The Company enters into leases of property and certain restaurant assets.

Lessor

Where the Company is the lessor of property leases, rental income from operating leases are recognized in the consolidated statements
of loss on a straight-line basis over the term of the relevant lease.

The Company has rental agreements with franchisees related to the use of certain restaurant assets. The accounting for these rental
agreements varies depending on the term of the rental agreement and the rental payments received by the Company. If the term of the
rental agreement is such that the franchisee will utilize the assets for substantially all of their useful life, or the rental payments received
over the term of the rental agreement will reimburse the Company for substantially all of the fair value of the assets, it is accounted for
as a finance lease. Accordingly, the assets are removed from property, plant and equipment and are replaced with long-term receivables
and offsetting unearned rental income. These amounts are reduced over the course of the rental agreement as payments are received.
Any gain or loss resulting from the difference between the consideration allocated to these transactions and carrying amount of the
assets, is recorded in other charges in the consolidated statements of loss. If the criteria for this accounting treatment are not met, the
lease is treated as an operating lease and rental payments are straight-lined over the lease term and are recognized by the Company in
the consolidated statements of loss when received or when receivable.

Lessee

When the Company is a lessee, rent payable under an operating lease is recognized on a straight-line basis taking into consideration any
rent holidays and/or rent escalations over the term of the relevant lease. Incentives related to leasehold improvements provided by
landlords are recorded in property, plant and equipment and are amortized over a period consistent with the associated leasehold
improvements, being the shorter of the estimated useful lives of the assets or the term of the lease, including expected renewal terms to
a maximum of 15 years.
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Assets held under finance leases are recognized as assets of the Company at their fair value, or if lower, at the present value of the
minimum lease payments, each determined at the inception of the lease. The corresponding liability is included in the consolidated
balance sheets as a finance lease obligation included in long-term debt. Lease payments are apportioned between finance costs and a
reduction of the lease obligations so as to achieve a constant rate of interest on the remaining balance of the liability. Finance costs, as
well as depreciation expense on the underlying leased asset, are recorded in the consolidated statements of loss.

Sale-leaseback transactions

The Company sells certain land and building and enters into leaseback arrangements. The leases are assessed as financing or operating
in nature as applicable, and are accounted for accordingly. The gains realized on the disposal of the land and building related to
sale-leaseback transactions, which are transacted at fair value and are operating in nature, are recognized within operating income in
the consolidated statements of loss. Gains realized on transactions where the sales price is above the fair value of the underlying assets
are deferred and amortized over the useful life of the asset against rent expense recorded in selling, general and administrative
expenses. In the event the fair value of the asset at the time of the sale-leaseback transaction is less than its carrying value, the gain/loss
would be recognized within selling, general and administrative expenses in the consolidated statements of loss.

Impairment of non-financial assets

For the purpose of reviewing definite life non-financial assets for impairment, asset groups are reviewed at their lowest level for which
identifiable cash inflows are largely independent of cash inflows of other assets or groups of assets. This grouping is referred to as a cash
generating unit (‘‘CGU’’). The Company has determined that its CGUs comprise of individual restaurants. For indefinite life intangible
brand assets, the Company allocates the brand assets to the group of CGU’s that are considered to generate independent cash inflows
from other assets. Goodwill is assessed for impairment based on the group of CGUs expected to benefit from the synergies of the
business combination, and the lowest level at which management monitors the goodwill and cannot be at a higher level than an
operating segment.

At each balance sheet date, the Company reviews the carrying amounts of its non-financial assets, including property, plant and
equipment, goodwill, brands and other assets for any indication of impairment or a reversal of previously recorded impairment other
than for goodwill as impairment for goodwill is not permitted to be reversed. In addition, goodwill and brands are tested for impairment
at least annually. If any such indication of impairment exists, the recoverable amount of the CGU is estimated in order to determine the
extent of the impairment loss, if any.

The recoverable amount of a CGU or asset is defined as the higher of its fair value less costs to sell and its value in use. The Company
determines the value in use of its individual restaurants by discounting the expected cash flows that management estimates can be
generated from continued use of the CGU. The process of determining the cash flows requires management to make estimates and
assumptions including projected future sales, earnings, capital investments and discount rates. Projected future sales and earnings are
consistent with strategic plans presented to the Company’s Board. Discount rates are consistent with external industry information
reflecting the risk associated with the specific cash flows.

The Company determines the fair value less costs to sell of the equipment and leaseholds in its restaurant locations using various
assumptions, including market values for related equipment and costs to remove and re-install.

An impairment loss is recognized if the carrying amount of the CGU exceeds its recoverable amount. Impairment losses are recognized
in the consolidated statements of loss in the period in which they occur. When impairment subsequently reverses, the carrying amount
of the asset is increased to the extent that the carrying value of the underlying assets does not exceed the carrying amount that would
have been determined, net of depreciation, if no impairment had been recognized. Impairment reversals are recognized in consolidated
statements of loss in the period which they occur.

Any potential brand impairment is identified by comparing the recoverable amount of the groups of CGUs that includes the indefinite
life brand to its carrying amount. If the recoverable amount, calculated as the higher of the fair value less costs to sell and the value in
use, is less than its carrying value, an impairment loss is recognized in the consolidated statements of loss in the period in which
they occur.

Any potential goodwill impairment is identified by comparing the recoverable amount of the CGU grouping to which the goodwill is
allocated to its carrying value. If the recoverable amount, calculated as the higher of the fair value less costs to sell and the value in use,
is less than its carrying amount, an impairment loss is recognized in the consolidated statements of loss in the period in which it occurs.
Impairment losses on goodwill are not subsequently reversed if conditions change.
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Bank indebtedness

Bank indebtedness is comprised of corporate bank overdraft balances and outstanding cheques.

Employee future benefits

The cost of the Company’s defined benefit pension plans are accrued as earned by the employees, based on actuarial valuations. The
cost of defined benefit is determined using the projected unit credit benefit method pro-rated on service and management’s best
estimate, rates of compensation increase and retirement ages of plan members. Assets are valued using market value. The discount rate
used to value the accrued benefit plan obligation is based on high quality corporate bonds in the same currency in which the benefits are
expected to be paid and with terms to maturities that on average match the terms of the defined benefit obligations. An interest amount
on plan assets is calculated by applying a prescribed discount rate used to value the accrued benefit obligation. Past service costs from
plan amendments are recognized in operating income in the year that they arise.

For the plans that resulted in a net defined benefit asset, the recognized asset is limited to the total of any unrecognized past service
costs and the present value of economic benefits available in the form of any future refunds from the plan or reductions in future
contributions to the plan. In order to calculate the present value of economic benefits, consideration is given to any minimum funding
requirements that apply to the plan. An economic benefit is available to the plan if it is realizable during the life of the plan, or on
settlement of the plan liabilities.

At each balance sheet date, plan assets are measured at fair value and defined benefit plan obligations are measured using assumptions
which approximate their values at the reporting date, with the resulting actuarial gains and losses from both of these measurements
recognized in other comprehensive loss.

Short-term employee benefits

Short-term employee benefits include wages, salaries, compensated absences and bonuses. Short-term employee benefit obligations are
measured on an undiscounted basis and are recognized in operating income as the related service is provided or capitalized if the
service rendered is in connection with the creation of a tangible asset. A liability is recognized for the amount expected to be paid under
short-term cash bonus plans if the Company has a present legal or constructive obligation to pay this amount as a result of past services
provided by the employee and the obligation can be estimated reliably.

Gift cards

The Company’s various branded restaurants, in addition to third party companies, sell gift cards to be redeemed at the Company’s
corporate and franchised restaurants for food and beverages only. Proceeds received from the sale of gift cards are treated as unearned
revenue in current liabilities until redeemed by the gift cardholder as a method of payment for food and beverage purchases.

The Company recognizes income on unredeemed gift cards when it can be determined that the likelihood of the gift card being
redeemed is remote based on several facts including historical redemption patterns.

Due to the inherent nature of gift cards, it is not possible for the Company to determine what portion of the unearned revenue related
to gift cards will be redeemed in the next 12 months and, therefore, the entire accrual balance is considered to be a current liability.

Long-term incentive plans

The value of the amount payable to employees in respect of cash-settled stock-based compensation is recognized as an expense, with a
corresponding increase in liabilities, over the period that the employees become unconditionally entitled to payment. The value of the
liability is re-measured at each reporting date and at settlement date. The change in the value of the stock-based compensation liability
is equal to the change in the per share equity value which is based on a free cash flow measure as defined in the Company’s Unanimous
Shareholder Agreement for the 2013 Stock Option Plan, which under certain circumstances can be settled for equity. Other stock
option plans are valued based on a Board approved earnings before interest, taxes, depreciation, and amortization (‘‘EBITDA’’)
measure times a fixed multiple less long-term and short-term debt outstanding. Any changes in the value of the liability are recognized
within selling, general and administrative expense in the consolidated statements of loss.

For equity-settled stock-based compensation, the fair value of stock options granted to employees is recognized as employee
compensation expense, with a corresponding increase in equity, in a manner that reflects when the employee becomes unconditionally
entitled to the options. Fair value is measured based on the enterprise value of the Company at the time of the grant, including
non-market conditions. Based on the Company’s reasonable estimate of forfeitures of vested options, the amount expensed is adjusted
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for changes to estimated forfeitures if subsequent information indicates that actual forfeitures differ significantly from the original
estimate.

Restricted share unit (‘‘RSU’’) plan

RSU grants entitle certain employees to a cash payment equal to a per share equity value, calculated based on a free cash flow measure,
as defined in the Company’s Unanimous Shareholder Agreement, times a fixed multiple. Any changes in the value of the liability are
recognized within selling, general and administrative expenses.

Provisions

Provisions are recognized when there is a legal or constructive obligation as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and that obligation can be measured reliably. If the effect of the time value of
money is material, provisions are discounted using a current pre-tax rate that reflects the risk specific to the liability. Provisions are
reviewed on a regular basis and adjusted to reflect management’s best current estimates. Due to the judgemental nature of these items,
future settlements may differ from amounts recognized.

Accounting standards implemented in 2013

Fair value measurement

In 2011, the IASB issued IFRS 13, ‘‘Fair Value Measurement’’ (‘‘IFRS 13’’), which established a single framework for the fair value
measurement and disclosure of financial and non-financial assets and liabilities. The new standard unifies the definition of fair value
and also introduces new concepts including ‘highest and best use’ and ‘principal markets’ for non-financial assets and liabilities. There
are additional disclosure requirements, including increased fair value disclosure for financial instruments for interim and annual
financial statements. The Company implemented this standard prospectively in the first quarter of 2013. There were no measurement
impacts on the Company’s consolidated financial statements as a result of the implementation of IFRS 13. The Company has included
the additional disclosures required by this standard in note 28.

Employee benefits

In 2011, the IASB revised IAS 19, ‘‘Employee Benefits’’ (‘‘IAS 19’’). The revisions include the elimination of the option to defer the
recognition of gains or losses, enhancing the guidance around measurement of plan assets and defined benefit plan obligations,
streamlining the presentation of changes in assets and liabilities arising from defined benefit plans and introduction of enhanced
disclosures for defined benefit plans. The amendments to the enhanced annual disclosures are included in the Company’s 2013 annual
consolidated financial statements (see note 18). In addition, the revision requires the immediate recognition of all unvested past service
costs and the replacement of interest costs and expected returns on plan assets with an interest amount that is calculated by applying a
prescribed discount rate to the defined benefit plan obligations. IAS 19 has been amended to make changes to the recognition and
measurement of termination benefits which could affect the timing of recognition of termination benefits associated with ongoing
restructuring plans. The Company implemented this standard retrospectively in the first quarter of 2013. The annual impact arising
from the implementation of the amendments to IAS 19 resulted in a $0.1 million increase in the net benefit plan expense for 2012 and a
$0.1 million decrease in other comprehensive loss for 2012.

Impairment of assets

IAS 36, ‘‘Impairment of Assets’’, has had limited scope amendments made to disclosure requirements. This standard is effective for
years beginning on or after January 1, 2014. The Company has elected to early adopt these amendments during 2013. There was no
significant impact on its consolidated financial statements as a result of these amendments.

Other standards

In addition to the above standards, the Company implemented the following standards and amendments effective January 2, 2013:
IFRS 10, ‘‘Consolidated Financial Statements’’, IFRS 11, ‘‘Joint Arrangements’’ and IFRS 12 ‘‘Disclosure of Interests in Other
Entities’’. There was no significant impact on the Company’s consolidated financial statements as a result of the implementation of
these standards.
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Financial instruments

In 2011, the IASB issued amendments to IFRS 7 ‘‘Financial Instruments, Disclosures’’ (‘‘IFRS 7’’) and IAS 32, ‘‘Financial Instruments,
Presentation’’ (‘‘IAS 32’’), which clarifies the requirements for offsetting financial assets and financial liabilities along with new
disclosure requirements for financial assets and liabilities that are offset. The amendments to IAS 32 and IFRS 7 are effective for
annual periods beginning on or after January 1, 2014. The Company is currently assessing the impact of this standard and does not
expect any significant impacts on its consolidated financial statements.

In 2010, the IASB issued IFRS 9, ‘‘Financial Instruments’’ (‘‘IFRS 9’’), which will ultimately replace IAS 39, ‘‘Financial Instruments:
Recognition and Measurement’’ (‘‘IAS 39’’). The replacement of IAS 39 is a three-phase project with the objective of improving and
simplifying the reporting for financial instruments. The issuance of IFRS 9 is the first phase of the project, which provides guidance on
the classification and measurement of financial assets and financial liabilities. The standard becomes effective on January 1, 2018 with
early adoption permitted. The Company is currently assessing the impact of this standard on its consolidated financial statements.

Employee benefits

In November, the IASB issued narrow-scope amendments to IAS 19, ‘‘Employee Benefits’’ (‘‘IAS 19’’), entitled Defined Benefit Plans:
Employee Contributions (Amendments to IAS 19). The amendments apply to certain contributions from employees or third parties to
defined benefit plans. The amendments apply retrospectively for annual periods beginning on or after July 1, 2014. The Company is
currently assessing the impact of this standard and does not expect any significant impacts on its consolidated financial statements upon
implementation on December 31, 2014.

Levies

In 2013, the International Financial Reporting Interpretations Committee issued IFRIC 21, ‘‘Levies’’ (‘‘IFRIC 21’’). IFRIC 21
addresses accounting for liability to pay a levy within the scope of IAS 37, ‘‘Provisions, contingent liabilities and contingent assets’’. A
levy is an outflow of resources embodying economic benefits that is imposed by governments on entities in accordance with legislation,
other than income taxes within the scope of IAS 12, ‘‘Income Taxes’’ and fines or other penalties imposed for breaches of the legislation.
This interpretation becomes effective for annual periods beginning on or after January 1, 2014, and is to be applied retrospectively. The
Company is currently assessing the impact of this standard on its consolidated financial statements.

Other standards

In December 2013, the IASB issued narrow-scope amendments to a total of nine standards as part of its annual improvements process
(Annual Improvements to IFRSs 2010-2012 and 2011-2013 Cycles). Amendments were made to clarify items including the definition of
vesting conditions in IFRS 2 ‘‘Share-based payment’’, accounting for contingent consideration in a business combination in IFRS 3
‘‘Business Combinations’’, disclosures on the aggregation of operating segments and reconciliation of the total of the reportable
segments’ assets to the entity’s assets in IFRS 8 ‘‘Operating Segments’’, measurement of short-term receivables and payables under
IFRS 13 ‘‘Fair Value Measurement’’, definition of related party in IAS 24 ‘‘Related Party Disclosures’’ and other amendments. Most
amendments will apply prospectively for annual periods beginning on or after July 1, 2014. The Company is currently assessing the
impact of the amendments to these standards and does not expect any significant impacts on its consolidated financial statements.

5. ACQUISITIONS

The Company has accounted for all acquisitions using the acquisition method, with the results of the businesses acquired included in the
consolidated financial statements from the date of acquisition.

Acquisition of Prime Restaurants Inc.

On October 31, 2013 (the ‘‘Acquisition Date’’), the Company completed the acquisition of 100% of the issued and outstanding common
shares of Prime from Fairfax and certain key executives of Prime for a purchase price of $69.6 million. Prime franchises, owns and
operates a network of approximately 150 casual dining restaurants and pubs primarily in Canada, complementing the Company’s
existing restaurant brands which will allow the combined group of brands to be one of the largest restaurant businesses in Canada.

To satisfy the purchase price the Company issued 22,819,672 class A 6% preferred shares and 22,819,672 class A preferred warrant
certificates. As part of the transaction, the Company settled Prime’s long-term debt of $3.85 million. Total consideration for the
acquisition of Prime was $73.5 million.
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The assets and liabilities and results of operations of Prime are included in the Company’s consolidated financial statements from the
Acquisition Date. Prime contributed total gross revenue of $9.3 million and net loss of $1.2 million during this period, including
$2.0 million in restructuring costs. If the acquisition had occurred on January 2, 2013, management estimates (based on a 51 week
reporting year for Prime) that the Company’s consolidated gross revenue for the year would have been $320 million and the Company’s
consolidated net loss from continuing operations for the year would have been $48 million. In determining these amounts, management
has assumed that the fair value adjustments, determined provisionally, that arose on the Acquisition Date would have been the same if
the acquisition had occurred on January 2, 2013.

The determination of the identifiable assets acquired and liabilities at fair value, in connection with the acquisition of Prime is
summarized in the table below. The Company acquired $2.7 million in accounts receivable net of a $1.7 million allowance for amounts
not expected to be collected.

October 31,
Consideration 2013

Class A preferred shares (note 20) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $69,600
Payment of Prime’s long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,854

Total Consideration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $73,454

Net assets acquired
Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,850
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,687
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,761
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 648

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,946
Long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 288
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,458
Brands and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63,549
Deferred income tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,643

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $75,884

Liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,673
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Total Current Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,030
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,104

Non-controlling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126

Total net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $69,654

Goodwill(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,800

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $73,454

(1) Goodwill is not deductible for income tax purposes.
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Re-acquired franchise locations

In the normal course of business, the Company may acquire or re-acquire franchise restaurants and convert them into corporate
restaurants. During the year-ended December 31, 2013, 13 franchise locations (January 1, 2013 — one) were re-acquired by the
Company, resulting in goodwill of $1.2 million recorded in total assets and negative goodwill of $0.3 million which has been recorded in
selling, general and administrative expenses.

During the During the
52 weeks ended 52 weeks ended

(in thousands of Canadian dollars) December 31, 2013 January 1, 2013

Consideration
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,083 —
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 569 1,082
Extinguishment of net finance leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 634 —
Consideration to be paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,250 —

Total Consideration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,536 1,082

Net assets acquired
Assets
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 —
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 188 20

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190 20
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 779 183
Brands and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,715 879

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,684 1,082

Liabilities
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 96 —

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96 —

Total net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,588 1,082

Negative goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (259) —
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,207 —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,536 1,082

6. DISCONTINUED OPERATIONS

Airport Services

On November 8, 2010, the Company completed the sale of its Airport Services operations. The Airport Services operating results are
included in discontinued operations. As a result of this sale, the Company received gross proceeds of $25.0 million in 2010, with
$5.0 million of the sale price remaining to be received over time upon the satisfaction of certain conditions as set out in the asset
purchase agreement. During 2011, certain conditions were met allowing for approximately $1.8 million of the $5.0 million to be
returned to Cara. The remaining $3.2 million was received by the Company in 2012. As a result of finalizing working capital adjustments
in 2011, Cara made aggregate payments of $5.5 million in respect of working capital in addition to $6.8 million relating to other
adjustments in 2011, all of which were accrued as part of the sales transaction in 2010. The final payment to the purchaser of
$2.3 million, accrued as part of the sale transaction, was made by Cara in 2013.

Restaurant locations

During 2008, the Company approved a strategic plan to exit the Quebec and United States (‘‘U.S.’’) markets for its Montana’s brand
restaurants and to exit the U.S. market for its Swiss Chalet brand restaurants. In addition, during 2007 the Company committed to and
approved a strategic plan to exit the Quebec and U.S. markets for its Kelsey’s brand restaurants. The operating results of these locations
and the associated administrative costs are included in discontinued operations.
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6. DISCONTINUED OPERATIONS (Continued)

The assets and liabilities of the discontinued operations presented in the interim consolidated balance sheets are as follows:

December 31, 2013

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Current liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 249 $ 159 $ 408

Net liabilities of discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(249) $(159) $(408)

January 1, 2013

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Current liabilities
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 640 $ 2,400 $ 3,040

Net liabilities of discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(640) $(2,400) $(3,040)

The results of discontinued operations presented in the consolidated statements of loss were as follows:

For the year-ended
December 31, 2013

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(101) $379 $278

Net (loss) earnings from discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(101) $379 $278

For the year-ended
January 1, 2013

Restaurant Airport
(in thousands of Canadian dollars) locations Services Total

Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(309) $(206) $ (515)
Net interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 122 122

Net (loss) earnings from discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(309) $ (84) $ (393)

7. EMPLOYEE COSTS

Included in operating income are the following employee costs:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Short-term employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $112,348 $142,555
Post-employment benefits (note 18) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,348 1,093
Long-term incentive plans (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (676) 542
Short-term employee benefits capitalized to property, plant and equipment . . . . . . . . . . . . . . . . . (112) (74)

$112,908 $144,116
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8. DEPRECIATION AND AMORTIZATION EXPENSE

The components of the Company’s depreciation and amortization expense, recognized within selling, general and administrative
expenses, are as follows:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Depreciation of property, plant and equipment (note 14) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $23,747 $31,641
Amortization of other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 302 108

$24,049 $31,749

9. RESTRUCTURING

Home office and brand reorganization

During the year ended December 31, 2013, the Company approved a new restructuring plan to consolidate the home office and brand
operations of Cara and Prime, which resulted in the elimination of certain positions. The total restructuring costs under this plan,
comprised primarily of severance costs and other benefits, are estimated to be approximately $6.9 million. During the year ended
December 31, 2013, the Company recognized $5.4 million of restructuring costs resulting from this plan, comprised primarily of
severance and other benefits. The remaining estimated costs of $1.5 million relating to this plan will be recognized in 2014 as the
appropriate criteria are met.

During the year ended January 1, 2013, the Company approved a restructuring plan to restructure its home office and brand operations
to appropriately support a new mostly franchised business which resulted in the elimination of certain positions. During the first
quarter, this plan was updated for an additional change approved by the Board. The total restructuring costs under this plan, comprised
primarily of severance costs and other benefits, are estimated to be approximately $10.7 million. During the year ended December 31,
2013, the Company recognized $7.2 million of restructuring costs resulting from this plan, comprised primarily of severance and other
benefits. All expected costs have been recognized to date.

During the year ended January 3, 2012, the Company approved a restructuring plan to restructure its home office and brand operations
which resulted in the elimination of certain positions. The total restructuring costs under this plan, comprised primarily of severance
costs and other benefits, are estimated to be approximately $6.1 million. During the year ended December 31, 2013, the Company
reversed $0.5 million (recognized January 1, 2013 — $1.5 million) of restructuring costs resulting from this plan. All expected costs have
been recognized to date.

During the year ended December 29, 2009, the Company approved a 2009 restructuring plan for $2.9 million relating to the
restructuring of its home office and brand operations. During the year ended January 1, 2013, the Company recognized $nil (January 1,
2013 — $0.1 million) of restructuring costs. All expected costs have been recognized to date.

Restaurant operations

During the year ended January 1, 2013, the Company approved a plan to close 16 Kelsey’s restaurants all of which were closed by
December 31, 2013. The total restructuring costs under this plan are estimated to be approximately $3.6 million; approximately
$0.5 million is attributable to employee termination benefits, and $3.1 million to site closing and other costs including lease obligations.
In addition to these costs, property, plant and equipment impairment of $0.6 million and $0.2 million of long-term receivable
impairment were also recognized in 2012. During the year ended December 31, 2013, the Company recognized $2.2 million of these
restructuring costs primarily relating to lease obligations.

During 2008, the Company reviewed its restaurant operations and approved a plan to close 13 underperforming restaurant locations.
The total restructuring costs under this plan were estimated to be approximately $5.2 million; approximately $0.3 million is attributable
to employee termination benefits which included severance resulting from the termination of employees and $4.9 million to site closing
and other costs including lease obligations. In addition to these costs, property, plant and equipment impairment of $4.1 million was
also recognized in 2008. During 2011, the Company recognized $0.5 million of these restructuring costs. During 2012, the Company
recognized $0.5 million of lease obligations. All expected costs have been recognized to date.
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9. RESTRUCTURING (Continued)

The following table provides a summary of the costs recognized and cash payments made, as well as the corresponding net liability as at
December 31, 2013:

December 31, January 1,
2013 2013

Employee Site Closing
Termination Costs and

(in thousands of Canadian dollars) Benefits Other Total Total

Net liability, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,276 $2,060 $ 8,336 $6,688
Costs recognized

Home office and brand reorganization . . . . . . . . . . . . . . . . . . . . . . . $11,999 $ — $11,999 $5,100
Restaurant operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 459 1,791 2,250 1,892

$12,458 $1,791 $14,249 $6,992

Cash payments
Home office and brand reorganization . . . . . . . . . . . . . . . . . . . . . . . $ 6,485 $ — $ 6,485 $4,635
Restaurant operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 257 2,188 2,445 709

$ 6,742 $2,188 $ 8,930 $5,344

Net liability, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,992 $1,663 $13,655 $8,336

Recorded in the consolidated balance sheets as follows:

Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . $ 7,214 $ — $ 7,214 $6,276
Other long-term liabilities (note 22) . . . . . . . . . . . . . . . . . . . . . . . . 4,778 — 4,778 —
Provisions — current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,177 1,177 1,217
Provisions — long-term . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 486 486 843

Net liability, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,992 $1,663 $13,655 $8,336

10. OTHER CHARGES

Loss on finance leases

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of these license agreements certain
franchisees enter into a rental agreement to rent certain restaurant assets from the Company. If the term of the rental agreement is such
that the franchisee will utilize the assets for substantially all of their useful life, or the rental payments received over the term of the
rental agreement will reimburse the Company for the substantial value of the assets, it is accounted for as a finance lease. These
financial leases resulted in a loss of $21.5 million (January 1, 2013 — $10.4 million) for the year-ended December 31, 2013, recorded in
other charges in the consolidated statements of loss.

11. NET INTEREST EXPENSE AND OTHER FINANCING CHARGES

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Interest expense on long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $25,836 $26,640
Redemption fee on Notes (note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,562 —
Dividends on preferred shares (note 20) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,730 —
Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,232 3,406
Interest expense — other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,172 2,844
Interest expense related to derivative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 7
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (276) (32)
Interest capitalized to property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (233) (61)

Net interest expense and other financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $44,036 $32,804
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12. INCOME TAXES

The Company’s provision for income taxes is comprised of the following:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Current income tax recovery
Current period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (27) $ (61)
Adjustments for prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105 (154)
Part VI.1 taxes on preferred share dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 418 —
Successful resolution of certain income tax matters from prior years . . . . . . . . . . . . . . . . . . . . — (278)

Deferred income tax expense (recovery) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 496 (493)

Origination and reversal of temporary differences . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (405) (720)
Adjustments for prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (112) 720

Total income tax recovery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (517) —

$ (21) $(493)

In the current year, the Company issued preferred shares (see note 20) as part of a financing transaction with Fairfax and an acquisition
transaction (see note 5) with Fairfax and certain key employees of Prime. According to Canadian income tax legislation, any dividends
paid in respect of these preferred shares are subject to a special tax (Part VI.1 taxes) at a rate of 40%. These taxes are eligible for an
income tax deduction equal to 3.5 times the amount of the Part VI.1 taxes paid. The impact of this deduction has been reflected in the
current year provision.

Income tax expense (recovery) is comprised of the following:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 496 $(493)
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (517) —

$ (21) $(493)

Continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (21) $(493)
Discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

$ (21) $(493)

Income taxes recognized in other comprehensive loss were as follows:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Net defined benefit plan actuarial gain (loss) before income taxes (note 18) . . . . . . . . . . . . . . . . $913 $(2,443)
Income tax recovery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Net of income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $913 $(2,443)

In addition, the Company has an unrecognized deferred tax asset of $1.5 million (January 1, 2013 — $1.7 million) for amounts recorded
in other comprehensive loss.
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The effective income tax rate is comprised of the following:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(41,958) $(20,614)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (21) (493)

Loss before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (41,979) (21,107)

Income taxes using combined federal and provincial domestic statutory rate . . . . . . . . . . . . . . . . (10,977) (5,463)
Effect of tax rates in foreign jurisdictions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 3
Effect of changes in substantively enacted tax rates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (426) (2,701)
Income taxes on non-deductible amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 413 287
Part VI.1 taxes on preferred share dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 418 —
Adjustments for prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7) 566
Successful resolution of certain income tax matters from prior years . . . . . . . . . . . . . . . . . . . . . — (278)
Unrecognized income tax benefit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,672 7,416
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (118) (323)

Recovery for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (21) $ (493)

The statutory income tax rate for the year ended December 31, 2013 increased marginally from the prior year as a result of increases in
provincial statutory tax rates.

The effective income tax rate for the year ended December 31, 2013 increased from the prior year as a result of Part VI.1 taxes relating
to the preferred share dividends.

Recognized deferred tax assets and liabilities

Prime has historically recognized deferred tax assets in respect of its deductible temporary differences (including income tax losses) as
management believed it was probable they would be utilized. In the fourth quarter of 2013, Cara management reviewed this position
and determined it was appropriate to record a deferred tax asset as it is probable that future taxable profits would be available against
which they can be utilized. The deferred tax asset was determined based on existing laws, estimates of future probability based on
financial forecasts and tax planning strategies.

Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net

December 31, January 1, December 31, January 1, December 31, January 1,
(in thousands of Canadian dollars) 2013 2013 2013 2013 2013 2013

Property, plant and equipment . . . . . . $ 7,787 $ 7,133 $ — $ — $ 7,787 $ 7,133
Income tax losses . . . . . . . . . . . . . . 6,644 — — — 6,644 —
Other long-term liabilities . . . . . . . . . 23,250 22,852 — — 23,250 22,852

Accounts payable and accrued
liabilities . . . . . . . . . . . . . . . . . 486 — — — 486 —

Brands and other assets . . . . . . . . . . — — (17,327) (10,302) (17,327) (10,302)
Accounts receivable . . . . . . . . . . . . . — — (1,595) (1,303) (1,595) (1,303)
Long-term receivables . . . . . . . . . . . — — (17,084) (18,380) (17,084) (18,380)

Deferred tax assets (liabilities) . . . . . . 38,167 29,985 (36,006) (29,985) 2,161 —
Set off of tax . . . . . . . . . . . . . . . . . (29,327) (29,985) 29,327 29,985 — —

Net deferred tax assets (liabilities) . . . $ 8,840 $ — $ (6,679) $ — $ 2,161 $ —

The income tax losses of $27.9 million expire in the years 2020 to 2030.

Unrecognized deferred tax liabilities

Deferred tax is not recognized on the unremitted earnings of subsidiaries and other investments as the Company is in a position to
control the reversal of the temporary differences and it is probable that such differences will not reverse in the foreseeable future. At
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December 31, 2013 a deferred tax liability has not been recognized for taxable temporary differences of $11.7 million (January 1,
2013 — $11.7 million) related to an investment in a foreign subsidiary.

Unrecognized deferred tax assets

Deferred tax assets have not been recognized on the consolidated balance sheets in respect of the following items:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Deductible temporary differences . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $142,312 $ 47,803
Income tax losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176,585 231,349
Income tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 607 609

$319,504 $279,761

The deductible temporary differences do not expire under the current tax legislation. The Canadian income tax losses of $164.5 million
(January 1, 2013 — $219.4 million) expire in the years 2027 to 2033. The US income tax losses of $12.1 million (January 1, 2013 —
$11.9 million) expire in the years 2018 to 2033. The Canadian income tax credits of $0.1 million (January 1, 2013 — $0.1 million) expire
in the years 2026 to 2028. The US income tax credits of $0.5 million (January 1, 2013 — $0.5 million) expire in the years 2014 to 2019.
Deferred tax assets have not been recognized in respect of these items because it is not probable that future taxable income will be
available to the Company to utilize the benefits.

13. LONG-TERM RECEIVABLES

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Franchise receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $67,951 $72,967
Promissory notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,347 1,394
Franchise licence notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 108

$69,368 $74,469

Franchise receivable

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of these license agreements certain
franchisees enter into a rental agreement to rent certain restaurant assets from the Company. Franchise receivable of $64.9 million
(January 1, 2013 — $70.2 million) relates primarily to the long-term obligation of the franchisees to pay the Company over the term of
the rental agreement which is equal to the term of the license agreement or the term to the expected buyout date assuming that the
franchisee is more likely than not to acquire the rented assets from the Company.

Long-term franchise receivables are reviewed for impairment when a triggering event has occurred. An impairment loss is recorded
when the carrying amount of the long-term franchise receivable exceeds its estimated net realizable value. For the year ended
December 31, 2013, the Company recorded $nil (January 1, 2013 — $1.0 million) of impairment losses on long-term franchise
receivables.

Long-term receivable maturities

Long-term receivables have maturity dates ranging from 2014 to 2053.
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14. PROPERTY, PLANT AND EQUIPMENT

December 31, 2013

(in thousands of Canadian Leasehold Assets under Construction-
dollars) Land Buildings Equipment improvements finance lease in-progress Total

Cost
Balance, beginning of year . . . . $2,117 $ 4,641 $156,908 $131,208 $18,959 $ 2,188 $316,021
Additions . . . . . . . . . . . . . . . 157 63 9,782 5,633 7,189 2,241 25,065
Additions from business

acquisitions (note 5) . . . . . . — — 2,237 — — — 2,237
Disposals and adjustments . . . . (683) (1,049) (36,879) (42,429) (673) — (81,713)
Transfer to/(from)

construction-in-progress . . . . — — 169 1,902 — (2,071) —

Balance, end of year . . . . . . . . $1,591 $ 3,655 $132,217 $ 96,314 $25,475 $ 2,358 $261,610

Accumulated depreciation and
impairment losses

Balance, beginning of year . . . . $ — $ 3,358 $115,123 $ 83,957 $10,651 $ — $213,089
Depreciation expense . . . . . . . — 103 15,512 6,787 1,345 — 23,747
Impairment losses . . . . . . . . . — — 819 2,492 — — 3,311
Reversal of impairment losses . . — — (109) (522) — — (631)
Disposals and adjustments . . . . — (506) (28,988) (24,155) (673) — (54,322)

Balance, end of year . . . . . . . . $ — $ 2,955 $102,357 $ 68,559 $11,323 $ — $185,194

Carrying amount as at:
December 31, 2013 . . . . . . . . $1,591 $ 700 $ 29,860 $ 27,755 $14,152 $ 2,358 $ 76,416

January 1, 2013

(in thousands of Canadian Leasehold Assets under Construction-
dollars) Land Buildings Equipment improvements finance lease in-progress Total

Cost
Balance, beginning of year . . . . $2,469 $ 6,594 $191,731 $156,240 $19,180 $ 2,792 $379,006
Additions . . . . . . . . . . . . . . . — 810 9,829 2,918 1,229 2,067 16,853
Additions from business

acquisitions (note 5) . . . . . . — — 58 125 — — 183
Disposals . . . . . . . . . . . . . . . (352) (2,763) (46,351) (29,105) (1,450) — (80,021)
Transfer to/(from)

construction-in-progress . . . . — — 1,641 1,030 — (2,671) —

Balance, end of year . . . . . . . . $2,117 $ 4,641 $156,908 $131,208 $18,959 $ 2,188 $316,021

Accumulated depreciation and
impairment losses

Balance, beginning of year . . . . $ — $ 4,922 $135,074 $ 87,895 $10,894 $ — $238,785
Depreciation expense . . . . . . . — 351 20,696 9,391 1,203 — 31,641
Impairment losses . . . . . . . . . — — 1,597 6,650 — — 8,247
Reversal of impairment losses . . — — — (727) — — (727)
Disposals . . . . . . . . . . . . . . . — (1,915) (42,244) (19,252) (1,446) — (64,857)

Balance, end of year . . . . . . . . $ — $ 3,358 $115,123 $ 83,957 $10,651 $ — $213,089

Carrying amount as at:
January 1, 2013 . . . . . . . . . . . $2,117 $ 1,283 $ 41,785 $ 47,251 $ 8,308 $ 2,188 $102,932

Impairment losses

For the year ended December 31, 2013, the Company recorded $3.3 million (January 1, 2013 — $8.2 million) of impairment losses on
property, plant and equipment in respect of 34 cash generating units (‘‘CGUs’’) (January 1, 2013 — 55 CGUs). An impairment loss is
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14. PROPERTY, PLANT AND EQUIPMENT (Continued)

recorded when the carrying amount of the restaurant location exceeds its recoverable amount. The recoverable amount is based on the
greater of the CGU’s fair value less costs to sell (‘‘FVLCS’’) and its value in use (‘‘VIU’’). Approximately 82% (January 1, 2013 — 55%)
of impaired CGUs had carrying values greater than their FVLCS. The remaining 18% (January 1, 2013 — 45%) of impaired CGUs had
carrying values greater than their VIU.

The Company recorded $0.6 million (January 1, 2013 — $0.7 million) of impairment reversals on property, plant and equipment in
respect of 11 CGUs (January 1, 2013 — 10 CGUs) given that the condition that originally caused the impairment no longer exists. The
impairment reversals are recorded where the recoverable amount of the restaurant exceeds its carrying value and does not exceed the
carrying amount that would have been determined, net of depreciation, if no impairment had been recognized. The recoverable amount
was based on the greater of the CGUs FVLCS and its VIU.

When determining the VIU of a restaurant location, the Company employs a discounted cash flow model for each CGU. The duration
of the cash flow projections for individual CGUs varies based on the remaining useful life of the significant asset within the CGU or the
remaining lease term of the location. Sales forecasts for cash flows are based on actual operating results, operating budgets and
long-term growth rates that were consistent with strategic plans presented to the Company’s Board and ranged between 0% and 2%.
The estimate of the VIU of the relevant CGUs was determined using a pre-tax discount rate of 12.5% at December 31, 2013
(January 1, 2013 — 12.5%).

15. BRANDS AND OTHER ASSETS

December 31, 2013

(in thousands of Canadian dollars) Brands Other assets Total

Cost
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 82,808 $ 6,566 $ 89,374
Additions (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,693 7,091 66,784
Write off . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (879) (879)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $142,501 $12,778 $155,279

Accumulated amortization
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 2,153 $ 2,153
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 892 892
Write off . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (879) (879)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 2,166 $ 2,166

Carrying amount as at:
December 31, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $142,501 $10,612 $153,113

January 1, 2013

(in thousands of Canadian dollars) Brands Other assets Total

Cost
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82,808 $5,079 $87,887
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,487 1,487

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82,808 $6,566 $89,374

Accumulated amortization
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 821 $ 821
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 640 640
Impairment losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 692 692

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $2,153 $ 2,153

Carrying amount as at:
January 1, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82,808 $4,413 $87,221
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Impairment testing of brands and other assets

For the purpose of impairment testing, brands are allocated to the group of cash generating units (‘‘CGUs’’) which represent the lowest
level within the group at which the brands are monitored for internal management purposes.

The Company performed impairment testing of brands, with an indefinite life in accordance with the Company’s accounting policy for
the years ended December 31, 2013 and January 1, 2013 and determined that the FVLCS exceeded the carrying value and therefore
that no impairment was necessary. The Company determines FVLCS of its brands using the ‘‘Relief from Royalty Method’’, a
discounted cash flow model. The process of determining the FVLCS requires management to make estimates and assumptions of a
long-term nature including, but not limited to, projected future sales, terminal growth rates, royalty rates and discount rates. Projected
future sales are consistent with the most recent strategic plans presented to the Company’s Board. For the purposes of the impairment
test, the Company has reflected a terminal value growth of 0% to 2% after the fifth year in its present value calculations.

The Company has used a pre-tax discount rate of 12.5% (January 1, 2013 — 12.5%), which is based on the Company’s weighted average
cost of capital with appropriate adjustments for the risks associated with the group of CGUs to which brands with an indefinite life is
allocated. Cash flow projections are discounted over a five-year period plus a terminal value.

An impairment loss and any subsequent reversals, if any, are recognized within selling, general and administrative expenses.

Definite life intangible assets tested for impairment are reviewed at their lowest level for which identifiable cash inflows are largely
independent of cash inflows of other assets or groups of assets. During the years ended December 31, 2013 and January 1, 2013, the
Company reviewed its definite life intangible assets for indicators of impairment at the CGU level. For the year ended December 31,
2013, the Company recorded $nil (January 1, 2013 — $0.7 million) of impairment losses on its definite life intangible assets.

16. GOODWILL

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Cost
Balance, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13,052 $13,052
Additions (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,007 —

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,059 $13,052

Impairment testing of goodwill

For the purpose of impairment testing, goodwill is allocated to the group of cash generating units (‘‘CGUs’’), which represent the lowest
level within the group at which the goodwill is monitored for internal management purposes.

During the years ended December 31, 2013 and January 1, 2013, the Company performed impairment testing of goodwill, in accordance
with the Company’s accounting policy. There was no impairment of goodwill for the years ended December 31, 2013 and
January 1, 2013.

The Company uses the VIU method for determining the recoverable amount of the group of CGUs to which goodwill is allocated. The
values assigned to the key assumptions represent management’s assessment of future trends and are based on both external sources and
internal sources (historical data). Key assumptions include the Company’s weighted average cost of capital, restaurant sales growth,
gross margin rates, changes in other operating expenses and capital investment. The Company has projected cash flows based on the
most recent strategic plans presented to the Company’s Board. For the purposes of the impairment test, the Company has reflected a
terminal value growth of 0% to 2% after the fifth year in its present value calculations.

The Company has used a pre-tax discount rate of 12.5% (January 1, 2013 — 12.5%), which is based on the Company’s weighted average
cost of capital with appropriate adjustments for the risks associated with the group of CGUs to which goodwill is allocated. Cash flow
projections are discounted over a five-year period plus a terminal value.
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17. PROVISIONS

December 31, 2013

Asset Lease obligations
retirement for closed Onerous

(in thousands of Canadian dollars) obligations restaurants contracts Total

Balance, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,500 $ 3,180 $ 2,650 $11,330
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,230 2,753 3,861 7,844
Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (457) (2,868) (619) (3,944)
Reversals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,085) — (1,637) (3,722)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,188 $ 3,065 $ 4,255 $11,508

January 1, 2013

Asset Lease obligations
retirement for closed Onerous

(in thousands of Canadian dollars) obligations restaurants contracts Total

Balance, beginnning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $6,003 $ 1,939 $ 224 $ 8,166
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 527 2,421 2,588 5,536
Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (207) (1,162) (124) (1,493)
Reversals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (823) (18) (38) (879)

Balance, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5,500 $ 3,180 $2,650 $11,330

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Recorded in the consolidated balance sheets as follows:
Provisions — current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,694 $ 3,659
Provisions — long-term . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,814 7,671

$11,508 $11,330

18. EMPLOYEE FUTURE BENEFITS

The Company sponsors a number of pension plans, including registered funded defined benefit pension plan, and other supplemental
unfunded unsecured arrangements providing pension benefits in excess of statutory limits. These plans are non-contributory and these
benefits are, in general, based on career average earnings subject to limits.

Cara’s Pension Committee (the ‘‘Committee’’) oversees the Company’s pension plans. The Committee is responsible for assisting the
Board in fulfilling its general oversight responsibilities for the plans such as administration of the plans, pension investment and
compliance with legal and regulatory requirements.

Information on the Company’s defined benefit pension plans, in aggregate, is summarized as follows:

Total

December 31, January 1, January 3,
(in thousands of Canadian dollars) 2013 2013(1) 2012

Present value of obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(31,302) $(31,398) $(29,109)
Fair value of plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,893 8,651 8,121

Deficit in the plans (note 22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(21,409) $(22,747) $(20,988)

Experience gains (losses) on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,182 407 (386)
Experience gains (losses) on obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (269) (2,850) (2,098)

(1) Certain 2012 figures have been restated (see note 3).
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The following are the continuities of the fair value of plan assets and the present value of the defined benefit plan obligation:

Defined benefit Unfunded defined benefit
pension plan pension plans Total

December 31, January 1, December 31, January 1, December 31, January 1,
(in thousands of Canadian dollars) 2013 2013(1) 2013 2013 2013 2013(1)

Changes in the fair value of plan
assets

Fair value, beginning of year . . . . . . . $ 8,651 $ 8,121 $ — $ — $ 8,651 $ 8,121
Interest income . . . . . . . . . . . . . . . 324 383 — — 324 383
Return on plan assets (excluding

interest income) . . . . . . . . . . . . . 1,182 407 — — 1,182 407
Employer contributions . . . . . . . . . . 357 355 1,416 1,422 1,773 1,777
Administrative expenses . . . . . . . . . . (1) — — — (1) —
Benefits paid . . . . . . . . . . . . . . . . . (620) (615) (1,416) (1,422) (2,036) (2,037)

Fair value, end of year . . . . . . . . . . . $ 9,893 $ 8,651 $ — $ — $ 9,893 $ 8,651

Changes in the present value of
obligations

Balance, beginning of year . . . . . . . . $(13,597) $(12,049) $(17,801) $(17,060) $(31,398) $(29,109)
Current service cost . . . . . . . . . . . . . (62) (55) (75) (67) (137) (122)
Past service costs(2) . . . . . . . . . . . . . — — (361) — (361) —
Interest cost . . . . . . . . . . . . . . . . . (507) (566) (666) (788) (1,173) (1,354)
Benefits paid . . . . . . . . . . . . . . . . . 620 615 1,416 1,422 2,036 2,037
Effect of change in demographic

assumptions(3) . . . . . . . . . . . . . . . (1,580) — (1,212) — (2,792) —
Effect of change in financial

assumptions . . . . . . . . . . . . . . . . 1,356 (1,542) 1,167 (1,308) 2,523 (2,850)

Balance, end of year . . . . . . . . . . . . $(13,770) $(13,597) $(17,532) $(17,801) $(31,302) $(31,398)

(1) Certain 2012 figures have been restated (see note 3).

(2) Change in the plan program for certain individuals as a result of only participating in the unfunded defined benefit pension plan.

(3) Impact from updated mortality table.

The net expense recognized in selling, general and administrative expenses on the consolidated statements of loss (note 7) for the
Company’s defined benefit pension plans was as follows:

Defined benefit Unfunded defined benefit
pension plan pension plans Total

December 31, January 1, December 31, January 1, December 31, January 1,
(in thousands of Canadian dollars) 2013 2013(1) 2013 2013 2013 2013(1)

Current service cost . . . . . . . . . . . . . $ 62 $ 55 $ 75 $ 67 $ 137 $ 122
Past service cost . . . . . . . . . . . . . . . — — 361 — 361 —
Interest on obligations . . . . . . . . . . . 507 566 666 788 1,173 1,354
Interest income on plan assets . . . . . . (324) (383) — — (324) (383)
Administrative expenses . . . . . . . . . . 1 — — — 1 —

Net benefit plan expense . . . . . . . . . $ 246 $ 238 $1,102 $855 $1,348 $1,093

(1) Certain 2012 figures have been restated (see note 3).
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The cumulative actuarial losses before tax recognized in other comprehensive loss for the Company’s defined benefit pension plans are
as follows:

Defined benefit Unfunded defined benefit
pension plan pension plans Total

December 31, January 1, December 31, January 1, December 31, January 1,
(in thousands of Canadian dollars) 2013 2013(1) 2013 2013 2013 2013(1)

Cumulative amount, beginning of year . $(3,079) $(1,944) $(3,240) $(1,932) $(6,319) $(3,876)
Return on plan assets (excluding

interest income) . . . . . . . . . . . . . 1,182 407 — — 1,182 407
Effect of change in demographic

assumptions . . . . . . . . . . . . . . . . (1,580) — (1,212) — (2,792) —
Effect of change in financial

assumptions . . . . . . . . . . . . . . . . 1,356 (1,542) 1,167 (1,308) 2,523 (2,850)

Total net actuarial gains (losses)
recognized in other comprehensive
loss . . . . . . . . . . . . . . . . . . . . . 958 (1,135) (45) (1,308) 913 (2,443)

Cumulative amount, end of year . . . . . $(2,121) $(3,079) $(3,285) $(3,240) $(5,406) $(6,319)

(1) Certain 2012 figures have been restated (see note 3).

The actual total return on plan assets was $1.5 million for the year ended December 31, 2013 (January 1, 2013 — $0.8 million).

The accrued benefit plan obligations and the fair value of the benefit plan assets were determined using a December 31 measurement
date for accounting purposes.

The Company’s pension funding policy is to contribute amounts sufficient, at minimum, to meet local statutory funding requirements.
The most recent actuarial valuation for funding purposes was completed in 2010 and the next required funding valuation will be
prepared in 2014 as of December 31, 2013. During 2014, the Company expects to contribute approximately $0.4 million (2013 —
contributed $0.4 million) to its registered funded defined benefit plan. The actual amount paid may vary from the estimate based on
actuarial valuations being completed, investment performance, volatility in discount rates, regulatory requirements and other factors.

The benefit plan assets are held in trust and at December 31st was invested 100% in a balanced fund.

The Company’s defined benefit pension plans are exposed to actuarial risks, such as longevity risk, investment rate risk and market risk.

The principal actuarial assumptions used in calculating the Company’s defined benefit plan obligations and net defined benefit plan
expense, as at the measurement date of December 31st, were as follows:

Defined benefit Unfunded defined benefit
pension plan pension plans

December 31, January 1, December 31, January 1,
2013 2013 2013 2013

% % % %
Defined benefit plan obligations

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.7 3.8 4.7 3.8
Rate of compensation increase . . . . . . . . . . . . . . . . . . . . . 3.2 3.2 3.2 3.2
Mortality table . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . CPMRPP2014 UP94 with CPMRPP2014 UP94 with

generational generational
projection projection

Net defined benefit plan expense
Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.8 4.8 3.8 4.8
Rate of compensation increase . . . . . . . . . . . . . . . . . . . . . 3.2 3.2 3.2 3.2
Mortality table . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . UP94 with UP94 with UP94 with UP94 with

generational generational generational generational
projection projection projection projection
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The following table outlines the key actuarial assumption for 2013 and the sensitivity of a 1% change in each of these assumptions on
the defined benefit plan obligations and net defined benefit plan expense.

The sensitivity analysis provided in the table is hypothetical and should be used with caution. The sensitivities of each key assumption
have been calculated independently of any changes in other key assumptions. Actual experience may result in changes in a number of
key assumptions simultaneously. Changes in one factor may result in changes in another, which could amplify or reduce the impact of
such assumptions.

Defined benefit Unfunded defined benefit
pension plan pension plans

Defined Net Defined Defined Net Defined
Benefit Plan Benefit Plan Benefit Plan Benefit Plan

(in thousands of Canadian dollars) Obligations Expense Obligations Expense

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.7% 3.8% 4.7% 3.8%
Impact of: 1% increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(1,530) $ (34) $(1,298) $ 20

1% decrease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,884 $ 15 $ 1,481 $ (11)

19. LONG-TERM DEBT

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Term credit facility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $250,000 $126,000
Senior Secured Second Lien Guaranteed Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 200,000
Subordinated unsecured debentures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,326 —
Finance leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,778 12,872
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91 —

293,195 338,872
Less: Financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,055 8,999

$290,140 $329,873

Recorded in the consolidated balance sheets as follows:
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16,794 $ 1,403
Long-term portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 273,346 328,470

$290,140 $329,873

Term credit facilities

On October 31, 2013, the Company amended and extended its term credit facility. The amended term credit facility is comprised of
revolving credit in the amount of $195 million plus a $5 million accordion feature as at December 31, 2013 and $100 million new term
credit, maturing on October 31, 2017. There is a $15 million annual amortization on the term loan in addition to annual free cash flow
sweeps dependent on Debt to EBITDA ratio thresholds. The interest rate applied on amounts drawn by the Company under its term
credit facility is the effective bankers acceptable rate and/or prime rate plus a spread based on the Company’s leverage ratio measured
at the end of the previous fiscal quarter. As of December 31, 2013, $250 million (January 1, 2013 — $126 million) was drawn under the
term credit facility with an interest rate of 4.5186% (January 1, 2013 — 5.2554%), based on a weighted average of bankers acceptances
and prime rate advances outstanding as at year end. The Company is required to pay a standby fee between 0.3375% to 0.95625% per
annum, on the unused portion of the credit facility, for the term of its term credit facility. The standby fee rate is based on the
Company’s leverage ratio measured at the end of the previous fiscal quarter.

A $750 million fixed and floating debenture in favour of the collateral agent on the lenders, on all present and future assets of the
Company, has been pledged as collateral for the term credit facility. The term credit facility contains common restrictive and financial
covenants, including maintenance of a leverage ratio and a fixed charge coverage ratio.
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19. LONG-TERM DEBT (Continued)

Interest rate derivative

On December 1, 2013, the Company settled its $75 million interest rate derivative for $nil. As at January 1, 2013, this financial
instrument was out of the money in the amount of $nil.

Senior Secured Second Lien Guaranteed Notes

On December 1, 2010, the Company issued $200 million aggregate principal amount of Senior Secured Second Lien Guaranteed Notes
(‘‘Notes’’). The Notes paid a fixed rate of interest of 9.125% per annum payable in equal installments on June 1 and December 1 of
each year, commencing on June 1, 2011 until maturity on December 1, 2015. On December 1, 2013, the Company exercised its option to
redeem 100% of the Notes at a fixed redemption fee of $4.562 million, plus accrued and unpaid interest.

Subordinated unsecured debentures

On October 31, 2013, the Company issued 8,196,721 subordinated debentures and 8,196,721 warrants (see note 21) for an aggregate
principal amount of $25 million bearing interest at a rate of 9% per annum to be settled in cash or payment in kind on the last day of
June and December in each year, commencing December 31, 2013. The subordinated unsecured debentures have a five year term with
no principal repayments required by the Company. The Company, at its option, may redeem for cash, in whole or part, the subordinated
unsecured debentures only after the term credit facility has been repaid or upon redemption of the associated warrants by the warrant
holders (see note 21). The fair value of the subordinated unsecured debentures was determined to be $24.3 million based on the present
value of the contractual cash flows, discounted using a market interest rate for similar types of borrowing arrangements.

Finance leases

Included in finance leases are obligations that bear interest at an average rate of 7.9% (January 1, 2013 — 8.2%).

Debt repayments

The five-year schedule of repayment of long-term debt is as follows (in millions of Canadian dollars): 2014 — $16.8; 2015 — $16.8;
2016 — $16.6; 2017 — $206.6; 2018 — $25.9 and thereafter — $10.5.

20. PREFERRED SHARES

On October 31, 2013, the Company issued preferred shares and warrants (see note 21) as part of a financing transaction with Fairfax
and an acquisition transaction (see note 5) with Fairfax and certain key employees of Prime. The preferred shares are included in
liabilities on the Company’s consolidated balance sheets.

The Company issued 31,016,393 class A preferred shares and 31,016,393 warrants (see note 21) with a face value $94.6 million entitling
the holders to fixed, preferential, cumulative dividends at the rate of 6% per annum to be settled in cash or payment in kind on June 15
and December 15 in each year, commencing December 15, 2013. The Company, at its option, may redeem, in whole or part, these
outstanding preferred shares for a cash price equal to $3.05 per class A preferred shares less the aggregate of any amounts distributed in
respect of such class A preferred share as a reduction of stated capital. Dividends on the preferred shares are presented in net interest
expense and other financing charges in the consolidated statements of loss. The Company settled the December 15, 2013 dividend by a
payment in kind, issuing an additional 229,432 class A preferred shares with a face value of $0.7 million and 229,432 class A preferred
share warrants (see note 21).

The Company issued 16,393,443 class B preferred shares and 16,393,443 warrants (see note 21) with a face value $50 million entitling
the holders to fixed, preferential, cumulative dividends at a rate of 10% per annum to be settled in cash or payment in kind on June 15
and December 15. The Company, at its option, may redeem, in whole or part, these outstanding preferred shares for a cash price equal
to $3.05 per class B preferred shares less the aggregate of any amounts distributed in respect of such class B preferred share as a
reduction of stated capital. Dividends on the preferred shares are presented in net interest expense and other financing charges in the
consolidated statements of loss. The Company settled the December 15, 2013 dividend by a payment in kind, issuing an additional
202,106 class B preferred shares with a face value of $0.6 million and 202,106 class B preferred share warrants (see note 21).

The following table summarizes the preferred shares issued by the Company, including their associated fair values. Fair value was
determined based on the present value of the contractual cash flows, discounted using a market interest rate for similar types of
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borrowing arrangements. The preferred shares are presented as a liability on the consolidated balance sheets and are measured using
the effective interest method.

December 31, 2013

Class A Class B Total fair value of
(in thousands of Canadian dollars preferred shares preferred shares preferred shares
except for the number of shares) (number of shares) Fair value (number of shares) Fair value outstanding

Issue date . . . . . . . . . . . . . . . . . . October 31, 2013 October 31, 2013
Redemption date(1) . . . . . . . . . . . . October 31, 2018 October 31, 2020
Outstanding preferred shares,

beginning of period . . . . . . . . . . . — $ — — $ — $ —
Issued — October 31, 2013 . . . . . . . 31,016,393 79,233 16,393,443 48,263 127,496
Payment in kind dividend Issued —

December 15, 2013 . . . . . . . . . . . 229,432 585 202,106 596 1,181

Outstanding preferred shares, end of
period . . . . . . . . . . . . . . . . . . . 31,245,825 $79,818 16,595,549 $48,859 $128,677

Recorded in the consolidated balance
sheets as follows: . . . . . . . . . . . .

Preferred shares . . . . . . . . . . . . . . $128,677
Less: Financing costs . . . . . . . . . . . 2,388

$126,289

(1) Should the term credit facility date be extended, the redemption date of the preferred shares shall automatically be extended to the
date that is 12 months after the extension date of the term credit facility.

21. WARRANT CERTIFICATES

On October 31, 2013, in connection with the issuance of the class A and B preferred shares and the subordinated unsecured debentures
the Company issued warrant certificates (‘‘warrants’’). Each warrant entitles the holder to purchase one common share of the Company
at a price per common share equal to $3.05. The warrants are presented in the shareholders’ equity section of the consolidated balance
sheets and are measured as the residual between the face value and the fair value of the associated classes of preferred shares or
subordinated unsecured debentures. The holders, at their option, may exercise warrants any time after the issuance and before the
maturity date, with the exception of $69.6 million warrant certificates associated with the class A preferred shares issued as
consideration as part of the Prime acquisition (see note 5) that are not exercisable until the second anniversary of the grant date.

The following tables summarize the warrants issued by the Company, including their associated fair values.

December 31, 2013

Class B preferred Subordinated
Class A preferred unsecured share debenture Total

share warrants warrants warrants number of units
(number of units) (number of units) (number of units) outstanding

Issue date . . . . . . . . . . . . . . . . . . . . . . . . . October 31, 2013 October 31, 2013 October 31, 2013
Redemption date . . . . . . . . . . . . . . . . . . . . October 31, 2018 October 31, 2020 October 31, 2018
Outstanding warrants, beginning of period . . . . — — — —
Issued — October 31, 2013 . . . . . . . . . . . . . . 31,016,393 16,393,443 8,196,721 55,606,557
Payment in kind dividend

Issued — December 15, 2013 . . . . . . . . . . . 229,432 202,106 — 431,538

Outstanding warrants, end of period . . . . . . . . 31,245,825 16,595,549 8,196,721 56,038,095
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December 31, 2013

Class A Class B Subordinated
preferred preferred unsecured Total fair value

share warrants share warrants debenture warrants of warrants
(in thousands of Canadian dollars) (fair value) (fair value) (fair value) outstanding

Outstanding warrants, beginning of period . . . . . . . $ — $ — $— $ —
Issued — October 31, 2013 . . . . . . . . . . . . . . . . . 15,367 1,737 674 17,778
Payment in kind dividend

Issued — December 15, 2013 . . . . . . . . . . . . . . 115 20 — 135

Outstanding warrants, end of period . . . . . . . . . . . $15,482 $1,757 $674 $17,913

22. OTHER LONG-TERM LIABILITIES

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Deferred rental income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $28,857 $31,282
Accrued pension and other benefit plans (note 18) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,409 22,747
Accrued rent expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,232 4,135
Deferred income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,009 19,796
Restructuring (note 9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,778 —
Long-term incentive plans (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210 —
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,309 $ 2,092

76,804 80,052

Current portion of other long-term liabilities of $14.6 million (January 1, 2013 — $8.4 million) is included in accounts payable and
accrued liabilities.

Deferred rental income

The Company grants license agreements to independent operators (‘‘franchisees’’). As part of these license agreements certain
franchisees enter into a rental agreement to rent certain restaurant assets from the Company. The $28.9 million (January 1, 2013 —
$31.3 million) represents the unearned revenue associated with the rental agreements calculated as the present value of the minimum
lease payments using an interest rate implicit in the rental agreement.

Deferred income

Unearned franchise and conversion fee income

At the end of 2013, the Company had deferred $9.1 million (January 1, 2013 — $11.2 million) of the initial franchise fee and conversion
fee, if applicable, that will be recognized over the remaining term of the respective franchise agreements.

Sale-leaseback transactions

At the end of 2013, the Company had deferred $6.6 million (January 1, 2013 — $7.2 million) related to gains realized on sale-leaseback
transactions.

23. LONG-TERM INCENTIVE PLANS

Stock option plan

During 2008, the Company implemented a Stock Option Plan (‘‘SOP’’) with the purpose to attract, reward, retain and motivate
participants. Participants are nominated by the Office of the President and approved by the Board. The grant size for a participant will
be established at the sole discretion of the Board. Under this plan, the Company may grant options for up to a maximum of 10% of total
outstanding shares of all classes. This plan was effective March 28, 2008 and each grant issued up to 2012 has a term of 66 months.
Grants issued in 2013 have a term of 42 months, based on a plan amendment. Each option is exercisable into one non-voting common
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23. LONG-TERM INCENTIVE PLANS (Continued)

share of the Company at the exercise price specified, or the participant may elect to receive in cash the increase in the per share equity
value of the Company over the exercise price. The share is not entitled to vote or participate in dividends declared on other classes of
shares. At December 31, 2013, the stock-based compensation liability relating to the SOP was $nil (January 1, 2013 — $nil). The change
in the value of the stock-based compensation liability is equal to the change in the per share equity value which is based on a Board
approved EBITDA measure times a fixed multiple less long-term and short-term debt outstanding. Any changes in the value of the
liability are recognized within selling, general and administrative expenses in the consolidated statements of loss.

The following is a summary of the SOP:

December 31, 2013 January 1, 2013

Weighted Weighted
Options average exercise Options average exercise

(number of shares) price/share (number of shares) price/share

Outstanding options, beginning of period . . . . 4,848,600 $2.73 4,660,000 $2.85
Granted . . . . . . . . . . . . . . . . . . . . . . . . . 1,650,000 $1.11 680,000 $1.07
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . (3,510,050) $2.31 (491,400) $1.48
Expired . . . . . . . . . . . . . . . . . . . . . . . . . (400,000) $7.15 — $—

Outstanding options, end of period . . . . . . . . 2,588,550 $1.60 4,848,600 $2.73

Options exercisable, end of period . . . . . . . . — $— — $—

Subsequent to the year ended December 31, 2013, 925,000 options were forfeited and the SOP was terminated, with
1,663,550 outstanding options being cancelled in return for the Company paying $0.01 per option to the remaining option holders.

2013 stock option plan

On October 31, 2013 (the ‘‘Grant Date’’), the Company granted options under a 2013 option plan (the ‘‘2013 Plan’’) to purchase
7,425,000 non-voting shares of the Company at an exercise price per share of $3.05. Under the 2013 Plan, 3,375,000 options will vest on
the second anniversary of the Grant Date and 4,050,000 on the third anniversary of the Grant Date. The options will not be exercisable
until the earlier of an initial public offering of the Company and the fifth anniversary of the grant date. On the fifth anniversary of the
grant date if an initial public offering is not imminent, the options may be settled in cash at the employee’s election using a share equity
value determined based on a free cash flow measure as defined in the Company’s Unanimous Shareholder Agreement. The length of
time to pay the cash settlement shall be determined by both parties, acting reasonably, giving consideration to the financial position and
cash flow of the Company. The shares issued on exercise are not entitled to vote or participate in dividends declared on the voting class
of common shares.

At December 31, 2013 the long-term incentive plan liability accounted for in accordance with IAS 19, relating to the 2013 Plan was $nil.
The change in the value of the stock-based compensation liability is equal to the change in the per share equity value, based on a free
cash flow measure, as defined in the Company’s Unanimous Shareholders Agreement, times a fixed multiple. Any changes in the value
of the liability are recognized within selling, general and administrative expenses in the consolidated statements of loss.

Chief Executive Officer (‘‘CEO’’) stock option plan

The CEO Stock Option Plan relates to options granted to the previous CEO.

2008 CEO stock option plan

In August 2008, the Company granted options to purchase 2,000,000 shares of the Company at an exercise price per share of $8.00. The
exercise price will be reduced to one cent per share if the following two conditions are both met: (i) at any time on or before the seventh
anniversary from the grant date the value per share is at least double $8.00 per share and (ii) any time on or before the eleventh
anniversary of the grant date the simple average of the value per share for each of three consecutive fiscal years is at least double $8.00
per share. These options will vest equally over a five year period and will expire, if unexercised, ten years after the vesting date. The fair
value per share of this grant was determined to be $3.10 per share and was based on a Monte Carlo valuation model at the time of
the grant.
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During the year, the Company had recorded $nil (January 1, 2013 — $0.1 million) for the stock-based compensation expense related to
this CEO Plan. This has been reported in contributed surplus. No options have been exercised. During the year, all options have
been cancelled.

2011 CEO stock option plan

In February 2011, the Company granted options under the CEO Plan to purchase 1,560,000 shares of the Company at a nominal strike
price per share. These options will vest equally over a five year period, if profit is more than zero. If profit is less than zero, then the
vesting of options will be deferred until the following vesting date. These options can only be exercised once the vesting conditions have
been met and the Board has approved the preceding year’s consolidated financial statements of the Company. If profit is less than zero
within the five year period, all options are forfeited. These options expire, if unexercised, ten years after they have vested.

During the year, the Company recorded $nil (January 1, 2013 — $0.5 million) for the stock-based compensation expense related to this
CEO Plan grant based on the expected timing of cumulative profit. This has been reported in contributed surplus. No options have been
exercised. During the year, all options have been forfeited. As a result, the $0.9 million recorded in prior years was reversed from
contributed surplus.

Restricted share unit plan

On October 31, 2013, the Company granted 3,000,000 units under a restricted share unit (‘‘RSU’’) plan. Under the RSU plan, the units
will vest on the third anniversary of the grant date. RSU grants entitle the employee to a cash payment after the vesting period. The
RSU payment will be an amount equal to a per share equity value, calculated based on a free cash flow measure, as defined in the
Company’s Unanimous Shareholder Agreement, times a fixed multiple. At December 31, 2013, the intrinsic value adjustment related to
the units granted under the RSU plan was $0.2 million and was recognized within selling, general and administrative expense in the
consolidated statements of loss.

24. COMMON SHARE CAPITAL

The Company’s authorized share capital consists of an unlimited number of common shares. During 2013, the Company changed each
issued and outstanding Class A Common Share, Class B Common Share and Class C Common Share in the capital of the Company into
one voting common share of the Company. The holders of the voting common shares of the Company have the right to participate in
any distribution of assets of the Company upon liquidation, dissolution or a wind-up. The holders of the voting common shares of the
Company are entitled to receive dividends if and when declared by the Board of the Company. Under the Articles of Incorporation, the
Company can issue an unlimited number of voting common shares.

25. CAPITAL MANAGEMENT

Capital is defined as total long-term debt and shareholders’ equity. The objectives of the Company when managing capital are to
safeguard the Company’s ability to continue as a going concern while maintaining adequate financial flexibility to invest in new business
opportunities that will provide attractive returns to shareholders. The primary activities engaged by the Company to generate attractive
returns include the construction and related leasehold improvements of new and existing restaurants, the development of new business
concepts, and the investment in information technology to increase scale and support the expansion of the Company’s multi-branded
restaurant network.

The Company’s main sources of capital are cash flows generated from operations, a revolving line of credit and long-term debt. These
sources are used to fund the Company’s debt service requirements, capital expenditures, working capital needs, and dividend
distributions to shareholders.

The Company monitors its anticipated capital expenditures to ensure that acceptable returns will be generated from the invested funds
and will increase or decrease the program accordingly. Capital expenditures may also be adjusted in light of changes in economic
conditions, the objectives of its shareholders, the cash requirements of the business and the condition of capital markets.
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The following table provides a summary of certain information with respect to the Company’s capital structure and financial position:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Bank indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,926 $ 8,507
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,794 1,403
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 273,346 328,470
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,289 —
Letters of credit (note 27) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,634 2,998

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 425,989 341,378

Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (252,590) (218,278)

Total capital under management . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 173,399 $ 123,100

The Company’s term credit facility contains common restrictive and financial covenants, including maintenance of certain leverage
ratios and a fixed charge coverage ratio, which are measured on a quarterly basis. As at December 31, 2013 and January 1, 2013, the
Company was in compliance with all covenants.

26. CASH FLOWS

Net change in non-cash operating working capital components

The changes in non-cash working capital components, net of the effects of acquisitions and discontinued operations, are as follows:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,538 $ (1,767)
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,325 597
Income taxes (recoverable) payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 591 1,126
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 686 3,329
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15,821) (13,097)
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (315) 1,835
Gift card liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,603 3,827
Restructuring (note 9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14,249) (6,992)
Income taxes received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (94) (1,615)
Change in interest payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,707) (1,517)

Net change in non-cash operating working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(22,443) $(14,274)

27. COMMITMENTS, CONTINGENCIES AND GUARANTEES

The Company is involved in and potentially subject to various claims by third parties arising out of the normal course and conduct of its
business including, but not limited to, labour and employment, regulatory, franchisee related and environmental claims. In addition, the
Company is involved in and potentially subject to regular audits from federal and provincial tax authorities relating to income,
commodity and capital taxes and as a result of these audits may receive assessments and reassessments.

Although such matters cannot be predicted with certainty, management currently considers the Company’s exposure to such claims and
litigation, to the extent not covered by the Company’s insurance policies or otherwise provided for, not to be material to these
consolidated financial statements.

The Company has outstanding letters of credit amounting to $2.6 million (January 1, 2013 — $3.0 million) primarily for various utility
companies that provide services to corporate owned or franchised locations and support for certain franchisees external financing used
to fund their initial franchise fees and conversion fees, if applicable, payable to the Company. The probability of the letters of credit
being drawn as a result of default by a franchisee is low.
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27. COMMITMENTS, CONTINGENCIES AND GUARANTEES (Continued)

The Company has an obligation for certain leases primarily related to franchisees. In the event of default by franchisees, the Company
retains ultimate responsibility to the landlord for payment of amounts under these lease agreements. The future minimum lease
payments of continuing operations related to these operating leases, in addition to operating leases for corporate operating locations,
are set out below. Included in the gross amount are the minimum obligations under real estate leases (excluding those based on sales)
that are subleased to franchisees in the normal course of business. The Company has a number of options available to it to mitigate this
liability and historically has not incurred any significant incremental liabilities pertaining to such leases.

Obligations under operating leases

Gross operating Expected sub- Net operating
(in thousands of Canadian dollars) lease payments(1) lease income lease payments

Payments due by year ending
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 92,509 $ (73,665) $ 18,844
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86,158 (69,078) 17,080
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,201 (62,557) 15,644
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,340 (53,143) 14,197
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,936 (42,429) 11,507
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235,090 (167,446) 67,644

$613,234 $(468,318) $144,916

(1) Minimum lease payments exclusive of taxes, insurance and other occupancy charges.

Obligations under financing leases

Finance
(in thousands of Canadian dollars) lease payments

Payments due by year ending
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,909
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,700
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,487
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,264
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,835
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,716

$31,911

The Company has financing lease obligations for land and buildings. The leases have an average remaining term of approximately
7.8 years (January 1, 2013 — 7.0 years).

Indemnification provisions

In addition to the above guarantees, the Company has also provided customary indemnifications in the normal course of business and in
connection with business dispositions. These indemnifications include items relating to taxation, litigation or claims that may be suffered
by a counterparty as a consequence of the transaction. Until such times as events take place and/or claims are made under these
provisions, it is not possible to reasonably determine the amount of liability under these arrangements. Historically, the Company has
not made significant payments relating to these types of indemnifications.
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28. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

In the ordinary course of business, the Company enters into derivative financial instrument agreements with banks and other financial
institutions to manage its underlying risks associated with interest rates. The derivative financial instruments do not require the payment
of premiums or cash margins prior to settlement. These derivative financial instruments have been disclosed in note 19.

Market risk

Market risk is the loss that may arise from changes in factors such as interest rate, commodity prices and the impact these factors may
have on other counterparties.

Interest rate risk

The Company is exposed to interest rate risk which it manages through the use of an interest rate derivative. The Company’s interest
rate risk arises from the issuance of a long-term credit facility (see note 19). The Company has managed fluctuations in its interest rate
expense by entering into interest rate derivative contracts to fix the interest rate on debt. During the year-ended December 31, 2013, the
Company settled its $75 million interest rate derivative at maturity.

Commodity price risk

The Company is exposed to increases in the prices of commodities in operating its corporate restaurants. To manage this exposure, the
Company uses purchase arrangements for a portion of its needs for certain consumer products that may be commodities based.

Liquidity and capital availability risk

Liquidity risk is the risk that the Company cannot meet a demand for cash or fund its obligations as they come due. Liquidity risk also
includes the risk of not being able to liquidate assets in a timely manner at a reasonable price.

Should the Company’s financial performance and condition deteriorate, the Company’s ability to obtain funding from external sources
may be restricted. In addition, credit and capital markets are subject to inherent global risks that may negatively affect the Company’s
access and ability to fund its long-term debt as it matures. The Company mitigates these risks by maintaining appropriate availability
under the credit facilities and varying maturity dates of long-term obligations and by actively monitoring market conditions.

Credit risk

Credit risk refers to the risk of losses due to failure of the Company’s customers or other counterparties to meet their payment
obligations.

In the normal course of business, the Company is exposed to credit risk from its customers, primarily franchisees. The Company
performs ongoing credit evaluations of new and existing customers’, primarily franchisees, financial condition and reviews the
collectability of its trade and long-term accounts receivable in order to mitigate any possible credit losses.

The following is an aging of the Company’s accounts receivable, net of the allowance, as at December 31, 2013 and January 1, 2013:

December 31, 2013 January 1, 2013

> 30 days > 60 days > 30 days > 60 days
(in thousands of Canadian dollars) Current past due past due Total Current past due past due Total

Accounts receivable . . . . . . . . . . . . . $38,616 $2,528 $8,118 $49,262 $38,705 $1,971 $8,047 $48,723
Less: allowance for doubtful accounts . — — 6,850 6,850 — — 4,460 4,460

Accounts receivable, net . . . . . . . . . . $38,616 $2,528 $1,268 $42,412 $38,705 $1,971 $3,587 $44,263

There are no significant impaired receivables that have not been provided for in the allowance. As of December 31, 2013, the Company
believes that the $6.9 million (January 1, 2013 — $4.5 million) allowance sufficiently covers any credit risk related to the receivable
balances past due. The remaining amounts past due were not classified as impaired as the past due status was reasonably expected
to remedied.
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28. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

Fair value of financial instruments

The fair value of derivative financial instruments is the estimated amount that the Company would receive or pay to terminate the
instrument at the reporting date. The fair values have been determined by reference to prices provided by counterparties. The fair
values of all derivative financial instruments are recorded in other long-term liabilities on the consolidated balance sheets.

The different levels used to determine fair values have been defined as follows:

• Level 1 — inputs use quoted prices (unadjusted) in active markets for identical financial assets or financial liabilities that the
Company has the ability to access.

• Level 2 — inputs other than quoted prices included in Level 1 that are observable for the financial asset or financial liability, either
directly or indirectly. Level 2 inputs include quoted prices for similar financial assets and financial liabilities in active markets, and
inputs other than quoted prices that are observable for the financial assets or financial liabilities.

• Level 3 — inputs are unobservable inputs for the financial asset or financial liability and include situations where there is little, if any,
market activity for the financial asset or financial liability.

The following describes the fair value determinations of financial instruments:

Long-term debt

Fair value (Level 2) is based on the Company’s current incremental borrowing rate for similar types of borrowing arrangements. The
carrying amount of the debt associated with the Company’s current financing would approximate its fair value as at December 31, 2013.

Derivative financial instruments

Fair value (Level 2) for derivative assets and liabilities are estimated using industry standard valuation models. Where applicable, these
models project future cash flows and discount the future amounts to a present value using market-based observable inputs including
interest rate curves and credit spreads.

Other financial instruments

Other financial instruments of the Company consist of cash, accounts receivable, bank indebtedness and accounts payable and accrued
liabilities. The carrying amount for these financial instruments approximates fair value due to the short term maturity of these
instruments.

29. RELATED PARTIES

Parent and ultimate controlling party

The Company, through its voting common shares, is principally owned by Cara Holdings Limited (97%), with the remaining ownership
interest in the Company (3%) held directly or indirectly by Cara’s former President and Chief Executive Officer. No publicly available
financial statements are produced by the Company’s parent company, ultimate controlling party or any other intermediate controlling
party. During the year ended December 31, 2013, the Company paid dividends of common shares of $10.6 million (January 1, 2013 —
$11.0 million).

The Company’s policy is to conduct all transactions and settle all balances with related parties on market terms and conditions.

Transactions with key management personnel

Key management personnel

Key management personnel are those individuals having authority and responsibility for planning, directing and controlling the activities
of the Company. As at October 31, 2013, the Company considers the current key management personnel to include the members of the
Board, the President and Chief Executive Officer, Chief Financial Officer and Senior Vice President, Restaurant Development. Prior to
October 31, 2013, the current key management personnel included the members of the Board, Cara’s former President and Chief
Executive Officer, former Chief Financial Officer, Chief Operating Officer of Milestones, Montana’s and Kelsey’s and former Chief
Operating Officer of Swiss Chalet and Harvey’s.
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29. RELATED PARTIES (Continued)

Key management personnel may also participate in the Company’s stock-based compensation plans and the Company’s defined
contribution savings plan.

Key management personnel compensation is comprised of the following:

December 31, January 1,
(in thousands of Canadian dollars) 2013 2013

Short-term employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,306 $4,867
Defined benefit pension plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83 308
Long-term incentive plans (note 23) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (676) 542
Termination benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,886 —

Total compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,599 $5,717

There were no additional related party transactions between the Company and its key management personnel, or their related parties,
including other entities over which they have control.

Post-employment benefit plans

Contributions made by the Company to its post-employment benefit plans are disclosed in note 18.

Significant subsidiaries

Subsidiaries are entities controlled by the Company. The financial statements of subsidiaries are included in the consolidated financial
statements. Intercompany balances and transactions are eliminated in preparing the consolidated financial statements.

30. ADDITIONAL REVENUE INFORMATION

The Company’s continuing operations have only one reportable segment, which is foodservice. Its activities consist of preparing and
serving food to the consumer through its various branded restaurants.

System sales (unaudited) include gross revenue of the Company’s corporate restaurants, together with the revenue of the Company’s
non-consolidated franchise operations.

Set out below are system sales and gross revenue information for each of the Company’s significant operating divisions:

December 31, 2013 January 1, 2013

System Gross System Gross
(in thousands of Canadian dollars) sales revenue sales revenue

(unaudited) (unaudited)
Operating divisions

Swiss Chalet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 531,373 $ 17,756 $ 515,857 $ 22,767
Milestones Grill & Bar . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 162,870 86,741 168,279 132,954
Montana’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 229,698 33,721 222,472 47,183
Kelsey’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 164,608 39,282 181,447 54,723
Harvey’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 236,423 12,108 220,281 14,092
Coza . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 1,533 1,533
East Side Mario’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,614 715 — —
Casey’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,291 482 — —
Fionn MacCool’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,035 1,001 — —
Bier Markt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,031 3,023 — —

1,371,943 194,829 1,309,869 273,252
Franchise revenues (excluding franchise and conversion fees) . . . . . . . . . . . — 57,833 — 54,258
Franchise and conversion fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 16,473 — 22,919
Development revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,511 — —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,371,943 $270,646 $1,309,869 $350,429
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CARA OPERATIONS LIMITED

MANDATE OF THE BOARD OF DIRECTORS

1. Statement of Purpose

The Board of Directors (the ‘‘Board’’) is responsible for the stewardship of Cara Operations Limited
(‘‘Cara’’) and for supervising the management of the business and affairs of Cara. Accordingly, the Board acts as
the ultimate decision-making body of Cara, except with respect to those matters that must be approved by the
shareholders. The Board has the power to delegate its authority and duties to committees or individual members
and to senior management as it determines appropriate, subject to any applicable law. The Board explicitly
delegates to senior management responsibility for the day to day operations of Cara, including for all matters
not specifically assigned to the Board or to any committee of the Board. Where a committee of the Board or
senior management is responsible for making recommendations to the Board, the Board will carefully consider
those recommendations.

2. Board Mandate

The directors’ primary responsibility is to act in good faith and to exercise their business judgment in what
they reasonably believe to be the best interests of Cara. In fulfilling its responsibilities, the Board is, among other
matters, responsible for the following:

• Determining, from time to time, the appropriate criteria against which to evaluate performance, and set
strategic goals and objectives within this context;

• Monitoring performance against both strategic goals and objectives of Cara;

• Appointing the CEO and other corporate officers;

• Delegating to the CEO the authority to manage and supervise the business of Cara, including making any
decisions regarding Cara’s ordinary course of business and operations that are not specifically reserved to
the Board under the terms of that delegation of authority;

• Determining what, if any, executive limitations may be required in the exercise of the authority delegated
to management;

• On an ongoing basis, satisfying itself as to the integrity of the CEO and other executive officers and that
the CEO and the other executive officers create a culture of integrity throughout Cara;

• Monitoring and evaluating the performance of the CEO and the other executive officers against the
corporate objectives;

• Succession planning;

• Participating in the development of and approving a long-term strategic plan for Cara;

• Reviewing and approving the business and investment objectives to be met by management and ensuring
they are consistent with long-term goals;

• Satisfying itself that Cara is pursuing a sound strategic direction in accordance with the corporate
objectives;

• Reviewing operating and financial performance results relative to established corporate objectives;

• Approving an annual fiscal plan and setting targets and budgets against which to measure executive
performance and the performance of Cara;

• Ensuring that it understands the principal risks of Cara’s business, and that appropriate systems to
manage these risks are implemented;

• Ensuring that the materials and information provided by Cara to the Board and its committees are
sufficient in their scope and content and in their timing to allow the Board and its committees to satisfy
their duties and obligations;
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• Reviewing and approving Cara’s annual and interim financial statements and related management’s
discussion and analysis, annual information form, annual report (if any) and management proxy circular;

• Overseeing Cara’s compliance with applicable audit, accounting and reporting requirements, including in
the areas of internal control over financial reporting and disclosure controls and procedures;

• Confirming the integrity of Cara’s internal control and management information systems;

• Approving any securities issuances and repurchases by Cara;

• Determining the amount and timing of dividends to shareholders, if any;

• Approving the nomination of directors;

• Maintaining records and providing reports to shareholders;

• Establishing committees of the Board, where required or prudent, and defining their respective
mandates;

• Approving the charters of the Board committees and approving the appointment of directors to Board
committees and the appointment of the Chairs of those committees;

• Satisfying itself that a process is in place with respect to the appointment, development, evaluation and
succession of senior management;

• Adopting a communications policy for Cara (including ensuring the timeliness and integrity of
communications to shareholders, other stakeholders and the public and establishing suitable mechanisms
to receive shareholder views); and

• Monitoring the social responsibility, integrity and ethics of Cara.

3. Independence of Directors

The Board is comprised of an equal number of independent and non-independent members. For this
purpose, a director is independent if he or she would be independent within the meaning of National
Instrument 58-101 — Disclosure of Corporate Governance Practices, as the same may be amended from time to
time. On an annual basis, the Board will determine which of its directors is independent based on the rules of
applicable stock exchanges and securities regulatory authorities and will publish its determinations in the
management circular for Cara’s annual meeting of shareholders. Directors have an on-going obligation to
inform the Board of any material changes in their circumstances or relationships that may affect the Board’s
determination as to their independence and, depending on the nature of the change, a director may be asked to
resign as a result.

At any time that Cara has a Chair of the Board who is not ‘‘independent’’ within the meaning of applicable
securities laws and stock exchange rules, the Chair of the Board shall be responsible for ensuring that the
Directors who are independent of management have opportunities to meet without management present.
Discussions are to be led by an independent director who will provide feedback subsequently to the Chair of the
Board. Independent directors will be encouraged by the Chair of the Board to have open and candid discussions
with the Chair.

4. Board Size

The Board is currently comprised of six (6) members, three (3) of which are independent and three (3) of
which are not independent. The Board will periodically review whether its current size is appropriate. The size
of the Board will, in any case, be within the minimum and maximum number provided for in the articles of Cara
(3 to 15).
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5. Committees

The Board will have an Audit Committee, and a Governance, Compensation and Nominating Committee,
the charters of each of which will be as established by the Board from time to time. The Board may, from time to
time, establish and maintain additional or different committees as it deems necessary or appropriate.

Circumstances may warrant the establishment of new committees, the disbanding of current committees or
the reassignment of authority and responsibilities amongst committees. The authority and responsibilities of
each committee are set out in a written mandate approved by the Board. At least annually, each mandate shall
be reviewed and, on the recommendation of the Governance, Compensation and Nominating Committee,
approved by the Board. Each Committee Chair shall provide a report to the Board on material matters
considered by the Committee at the next regular Board meeting following such Committee’s meeting.

6. Board Meetings

Agenda

The Chair is responsible for establishing the agenda for each Board meeting.

Frequency of Meetings

The Board will meet as often as the Board considers appropriate to fulfill its duties, but in any event at least
once per quarter.

Responsibilities of Directors with Respect to Meetings

Directors are expected to regularly attend Board meetings and Committee meetings (as applicable) and to
review in advance all materials for Board meetings and Committee meetings (as applicable).

Minutes

Regular minutes of Board and Committee proceedings will be kept and will be circulated on a timely basis
to all directors and Committee members, as applicable, and the Chair (and to other directors, by request for
review and approval).

Attendance at Meetings

The Board (or any Committee) may invite, at its discretion, non-directors to attend a meeting. Any member
of management will attend a meeting if invited by the directors. The Chair may attend any Committee meeting.

Meetings of Independent Directors

After each meeting of the Board, the independent directors may meet without the non-Independent
Directors. In addition, separate, regularly scheduled meetings of the independent directors of the Board may be
held, at which members of management are not present. The agenda for each Board meeting (and each
Committee meeting to which members of management have been invited) will afford an opportunity for the
independent directors to meet separately.

Residency

Applicable residency requirements will be complied with in respect of any Board or Committee meeting.
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7. Communications with Shareholders and Others

The Board will ensure that there is timely communication of material corporate information to
shareholders.

Shareholders and others, including other securityholders, may contact the Board with any questions or
concerns, including complaints with respect to accounting, internal accounting controls, or auditing matters, by
contacting the Chief Financial Officer of Cara at:

199 Four Valley Drive
Vaughan, Ontario, Canada L4K 0B8

8. Service on other Boards and Audit Committees

The Board believes that its members should be permitted to serve on the boards of other public entities so
long as these commitments do not materially interfere with and are not incompatible with their ability to fulfill
their duties as a member of the Board.

9. Code of Conduct

The Board will adopt a Code of Business Conduct and Ethics (the ‘‘Code’’). The Board expects all directors,
officers and employees of Cara and its subsidiaries to conduct themselves in accordance with the highest ethical
standards, and to adhere to the Code. Any waiver of the Code for directors or executive officers may only be
made by the Board or one of its Committees and will be promptly disclosed by Cara, as required by applicable
law, including the requirements of any applicable stock exchanges.
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CARA OPERATIONS LIMITED

AUDIT COMMITTEE CHARTER

1. Statement of Purpose

The Audit Committee (the ‘‘Committee’’) of Cara Operations Limited (‘‘Cara’’) has been established by the
Board of Directors of Cara (the ‘‘Board’’) for the purpose of overseeing the accounting and financial reporting
processes of Cara, including the audit of the financial statements of Cara.

The Committee is responsible for assisting with the Board’s oversight of (1) the quality and integrity of
Cara’s financial statements and related disclosure, (2) Cara’s compliance with legal and regulatory requirements,
(3) the independent auditor’s qualifications, performance and independence and (4) the integrity of the internal
controls at Cara.

2. Committee Membership

Members

The Committee will consist of as many members of the Board as the Board may determine but, in any
event, not less than three members, a majority of whom shall be resident Canadians. Members of the Committee
will be appointed by the Board, taking into account any recommendation that may be made by the Governance,
Compensation and Nominating Committee. Any member of the Committee may be removed and replaced at
any time by the Board, and will automatically cease to be a member if he or she ceases to meet the qualifications
set out below. The Board will fill vacancies on the Committee by appointment from among qualified members of
the Board, taking into account any recommendation that may be made by the Governance, Compensation and
Nominating Committee. If a vacancy exists, the remaining members of the Committee may exercise all of its
powers so long as there is a quorum and subject to any legal requirements regarding the minimum number of
members of the Committee.

Chair

Each year, the Board will designate one of the members of the Committee to be the Chair of the
Committee, taking into account any recommendation that may be made by the Governance, Compensation and
Nominating Committee. If, in any year, the Board does not appoint a Chair, the incumbent Chair shall continue
in office until a successor is appointed. The Board will adopt and approve a position description for the Chair
which sets out his or her role and responsibilities.

Qualifications

All of the members of the Committee shall be selected based upon the following, to the extent that the
following are required under the applicable law: (i) each member shall be an Independent Director; and
(ii) each member shall be financially literate. For the purpose of this Charter, the terms ‘‘independent’’ and
‘‘financially literate’’ shall have the meanings attributed thereto in National Instrument 52-110 — Audit
Committees, as the same may be amended from time to time.

Tenure

Each member of the Committee shall hold office until his or her term as a member of the Committee
expires or is terminated.

Ex Officio Members and Management Attendance

The Committee may invite, at its discretion, members of management to attend any meetings of the
Committee. Any member of management will attend a Committee meeting if invited by the Committee. The
Chair, if not already a member of the Committee, will be entitled to attend each meeting of the Committee as
an observer.
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3. Committee Operations

Frequency of Meetings

The Chair, in consultation with the other members of the Committee, will determine the schedule and
frequency of meetings of the Committee, provided that the Committee will meet at least once per quarter.

Agenda and Reporting to the Board

The Chair will establish the agenda for meetings in consultation with the other members of the Committee
and the Chair of the Board. To the maximum extent possible, the agenda and meeting materials will be
circulated to the members in advance to ensure sufficient time for study prior to the meeting. The Committee
will report to the Board at the next meeting of the Board following each Committee meeting.

Minutes

Regular minutes of Committee proceedings will be kept and will be circulated to all Committee members
and the Chair of the Board (and to any other director that requests that they be sent to him or her) on a timely
basis for review and approval.

Quorum

A quorum at any meeting will be a simple majority.

Procedure

The procedure at meetings will be determined by the Committee.

Transaction of Business

The powers of the Committee may be exercised at a meeting where a quorum is present or by resolution in
writing signed by all members of the Committee.

Absence of Chair

In the absence of the Chair, the Committee may appoint one of its other members to act as Chair of
that meeting.

Exercise of Power Between Meetings

Between meetings, and subject to any applicable law, the Chair of the Committee, or any member of the
Committee designated for this purpose, may, if required in the circumstance, exercise any power delegated by
the Committee. The Chair or other designated member will promptly report to the other Committee members
in any case in which this interim power is exercised.

4. Committee Duties and Responsibilities

The Committee is responsible for performing the duties set out below and any other duties that may be
assigned to it by the Board and performing any other functions that may be necessary or appropriate for the
performance of its duties.

Independent Auditor’s Qualifications and Independence

a. The Committee must recommend to the Board at all appropriate times the independent auditor to be
nominated or appointed for the purpose of preparing or issuing an auditor’s report or performing
other audit, review or attest services for Cara and approve the compensation to be paid to the
independent auditor.

b. The Committee is directly responsible for overseeing the work of the independent auditor engaged for
the purpose of preparing or issuing an auditor’s report or performing other audit, review or attest
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services for Cara, including the resolution of disagreements between management and the independent
auditor regarding financial reporting. The independent auditor will report directly to the Committee
and the Committee will evaluate and be responsible for Cara’s relationship with the independent
auditor.

c. The Committee must pre-approve any permitted non-audit services to be provided by the independent
auditor to Cara or its subsidiaries, provided that no approval will be provided for any service that is
prohibited under the rules of the Canadian Public Accountability Board or the Independence
Standards of the Canadian Institute of Chartered Accountants. The Committee may delegate to one or
more of its members the authority to pre-approve those permitted non-audit services provided that any
such pre-approval must be presented to the Committee at its next meeting and that the Committee
may not delegate pre-approval of any non-audit internal control related services. The Committee may
also adopt specific policies and procedures relating to pre-approval of permitted non-audit services to
satisfy the pre-approval requirement provided that the procedures are detailed as to the specific
service, the Committee is informed of each non-audit service and the procedures do not include the
delegation of the Committee’s responsibilities to management or pre-approval of non-audit internal
control related services. The Committee will review with the lead audit partner whether any of the
audit team members receive any discretionary compensation from the audit firm with respect to
non-audit services performed by the independent auditor.

d. The Committee will obtain and review with the lead audit partner and a more senior representative of
the independent auditor, annually or more frequently as the Committee considers appropriate, a
report by the independent auditor describing: (a) the independent auditor’s internal quality-control
procedures; (b) any material issues raised by the most recent internal quality-control review, or peer
review, of the independent auditor, or by any inquiry, review or investigation by governmental,
professional or other regulatory authorities, within the preceding five years, respecting independent
audits carried out by the independent auditor, and any steps taken to deal with these issues; and (c) in
order to assess the independent auditor’s independence, all relationships between the independent
auditor and Cara and the independent auditor’s objectivity and independence in accordance with the
rules, policies and standards applicable to auditors.

e. After reviewing the report referred to above and the independent auditor’s performance throughout
the year, the Committee will evaluate the independent auditor’s qualifications, performance and
independence. The evaluation will include a review and evaluation of the lead partner of the
independent auditor. In making its evaluation, the Committee will take into account the opinions of
management and Cara’s internal auditors (or other personnel responsible for the internal audit
function). The Committee will also consider whether, in order to assure continuing auditor
independence, there should be a rotation of the audit firm itself. The Committee will present its
conclusions to the Board.

f. The Committee will review with the Board any issues that arise with respect to the performance and
independence of the independent auditor and, where issues arise, make recommendations about
whether Cara should continue with that independent auditor.

g. The Committee has the responsibility for approving the independent auditor’s fees. In approving the
independent auditor’s fees, the Committee should consider, among other things, the number and
nature of reports issued by the independent auditor, the quality of the internal controls, the impact of
the size, complexity and financial condition of Cara on the audit work plan, and the extent of internal
audit and other support provided by Cara to the independent auditor.

h. The Committee will ensure the regular rotation of members of the independent auditor’s team as
required by law.

i. The Committee will establish hiring policies for employees and former employees of its independent
auditor.
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Financial Statements and Financial Review

a. The Committee will review the annual audited financial statements and quarterly financial statements
with management and the independent auditor, including MD&A, before their release and their filing
with securities regulatory authorities. The Committee will also review all news releases relating to
annual and interim financial results prior to their public release. The Committee will also consider,
establish, and periodically review policies with respect to the release or distribution of any other
financial information, including earnings guidance and any financial information provided to ratings
agencies and analysts, and review that information prior to its release.

b. The Committee will review all other financial statements of Cara that require approval by the Board
before they are released to the public, including, without limitation, financial statements for use in
prospectuses or other offering or public disclosure documents and financial statements required by
regulatory authorities. The Committee will review the Annual Information Form and Management
Proxy Circular of Cara prior to its filing.

c. The Committee will meet separately and periodically with management, the internal auditors (or other
personnel responsible for the internal audit function) and the independent auditor.

d. The Committee will oversee management’s design and implementation of an adequate and effective
system of internal controls at Cara, including ensuring adequate internal audit functions. The
Committee will review the processes for complying with internal control reporting and certification
requirements and for evaluating the adequacy and effectiveness of specified controls. The Committee
will review the annual and interim conclusions of the effectiveness of Cara’s disclosure controls and
procedures and internal controls and procedures (including the independent auditor’s attestation that
is required to be filed with securities regulators).

e. The Committee will review with management and the independent auditor: (A) major issues regarding
accounting principles and financial statement presentations, including critical accounting principles
and practices used and any significant changes to Cara’s selection or application of accounting
principles, and major issues as to the adequacy of Cara’s internal controls and any special audit steps
adopted in light of material control deficiencies; (B) analyses prepared by management and/or the
independent auditor setting forth significant financial reporting issues and judgments made in
connection with the preparation of the financial statements, including analysis of the effects of
alternative GAAP methods on the financial statements of Cara and the treatment preferred by the
independent auditor; (C) the effect of regulatory and accounting initiatives, as well as off-balance sheet
structures, on the financial statements of Cara; and (D) the type and presentation of information to be
included in earnings press releases (including any use of ‘‘pro forma’’ or ‘‘adjusted’’ non-GAAP
information).

f. The Committee will regularly review with the independent auditor any difficulties the auditor
encountered in the course of its audit work, including any restrictions on the scope of the independent
auditor’s activities or on access to requested information, and any significant disagreements with
management. The Committee will also review with the independent auditor any material
communications with the independent auditor, including any management letter or schedule of
unadjusted differences.

g. The Committee will review with management, and any outside professionals as the Committee
considers appropriate, important trends and developments in financial reporting practices and
requirements and their effect on Cara’s financial statements.

h. The Committee will review with management and the independent auditor the scope, planning and
staffing of the proposed audit for the current year. The Committee will also review the organization,
responsibilities, plans, results, budget and staffing of the internal audit departments. In addition,
management of Cara’s subsidiaries will consult with the Committee, on the appointment, replacement,
reassignment or dismissal of personnel in the respective internal audit departments.
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i. The Committee will meet with management to discuss guidelines and policies governing the process by
which Cara and its subsidiaries assess and manage exposure to risk and to discuss Cara’s major
financial risk exposures and the steps management has taken to monitor and control such exposures.

j. The Committee will review with management, and any internal or external counsel as the Committee
considers appropriate, any legal matters (including the status of pending litigation) that may have a
material impact on Cara and any material reports or inquiries from regulatory or governmental
agencies.

k. The Committee will review with the Board any issues that arise with respect to the quality or integrity
of Cara’s financial statements, compliance with legal or regulatory requirements, or the performance of
the internal audit function.

Additional Oversight

a. The Committee will establish procedures for (a) the receipt, retention and treatment of complaints
received by Cara regarding accounting, internal accounting controls, auditing matters or potential
violations of law and (b) the confidential, anonymous submission by employees of Cara of concerns
regarding questionable accounting, internal accounting controls or auditing matters or potential
violations of law. This will include the establishment of a whistleblower policy.

b. The Committee will annually review the expenses of the CEO and the CFO.

5. Access to Advisors

The Committee may, in its sole discretion, retain counsel, auditors or other advisors in connection with the
execution of its duties and responsibilities and may determine the fees of any advisors so retained. Cara will
provide the Committee with appropriate funding for payment of compensation to such counsel, auditors or
other advisors and for ordinary administrative expenses of the Committee that are necessary or appropriate in
carrying out its duties.

6. The Committee Chair

In addition to the responsibilities of the Chair described above, the Chair has the primary responsibility for
monitoring developments with respect to financial reporting in general, and reporting to the Committee on any
significant developments.

7. Committee Evaluation

The performance of the Committee will be evaluated by the Governance, Compensation and Nominating
Committee as part of its annual evaluation of the Board committees.
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CERTIFICATE OF THE COMPANY

Dated: March 31, 2015

This prospectus (which includes the marketing materials included or incorporated by reference) constitutes
full, true and plain disclosure of all material facts relating to the securities offered by this prospectus as required
by the securities legislation of each of the provinces and territories of Canada.

CARA OPERATIONS LIMITED

(Signed) William D. Gregson (Signed) Kenneth J. Grondin
Chief Executive Officer Chief Financial Officer

On behalf of the Board of Directors

(Signed) Stephen Gunn (Signed) Michael Norris
Director Director
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CERTIFICATE OF THE UNDERWRITERS

Dated: March 31, 2015

To the best of our knowledge, information and belief, this prospectus (which includes the marketing
materials included or incorporated by reference) constitutes full, true and plain disclosure of all material facts
relating to the securities offered by this prospectus as required by the securities legislation of each of the
provinces and territories of Canada.

SCOTIA CAPITAL INC. BMO NESBITT BURNS INC. RBC DOMINION SECURITIES INC.

(Signed) Dany Beauchemin (Signed) Craig King (Signed) Stephen A. Michell

CIBC WORLD MARKETS INC. TD SECURITIES INC.

(Signed) Ryan Voegeli (Signed) Simon Kwong

NATIONAL BANK FINANCIAL INC.

(Signed) Glen Hirsh

CANACCORD GENUITY CORP. GMP SECURITIES L.P.

(Signed) James Merkur (Signed) Alfred Avanessy

RAYMOND JAMES LTD. CORMARK SECURITIES INC. LAURENTIAN BANK
SECURITIES INC.

(Signed) Rebecca Rennison (Signed) Chris Shaw (Signed) Nicholas Rimbert
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all 10 provinces

National Platform
        with presence in                    

British
Columbia Alberta Saskatchewan Manitoba Ontario

Total

Total

Total

Total

Total

Total

Total

Quebec Atlantic

17

9

9

2

1

1

39

179

162

69

59

51

30

23

19

6

3

601

47

7

6

1

61

18

10

7

7

1

43

24

19

17

5

5

5

2

77

3

1

1

1

1

7

4

3

1

1

9

1%
of

locations

72%
of

locations

7%
of

locations

5%
of

locations

1%
of

locations

9%
of

locations

5%
of

locations

85,001 22,846 135,021 55,161
(1) Population data based on Statistics Canada.

Population(1) 
per Restaurant
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