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Julia W. Brand, Esq. {SBN: 121760)
jbrand@finerlaw.com

Enid M. Colson, Esg. {SBN: 189912)
ecolson@linerlaw.com

LINER YANKELEVITZ

SUNSHINE & REGENSTREIF LLP

1100 Glendon Avenue, 14th Floor

Los Angeles, California 90024-3503

Telephone: (310) 500-3500

Facsimile: (310} 500-3501

Proposed Counsel for Debtors and Debfors-in-Possession

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF CALIFORNIA

inre:

STEAKHOUSE PARTNERS, INC., a Delaware
corporation,

Case No. 08-04147-11

Chapter 11
Debtor.

In re:

PARAGON STEAKHOUSE RESTAURANTS, a
Delaware corporation,

Case No. 08-4152-11

Chapter 11
Debtor.
in re:
PARAGON OF MICHIGAN, INC., a Wisconsin Case No. 08-4153-11
corporation,
Chapter 11
Debtor.

FIRST DAY MOTION NO. 5;

MOTION FOR ORDER (1) AUTHORIZING
PAYMENT OF PREPETITION ACCRUED
UTILITY SERVICES, (2) PROHIBITING
UTILITIES FROM ALTERING, REFUSING OR
DISCONTINUING SERVICE ON ACCOUNT OF
PREPETITION INVOICES AND (3)
ESTABLISHING PROCEDURES FOR
DETERMINING REQUESTS FOR ADDITIONAL

ADEQUATE ASSURANCE
Date: TBD
Time: TBD

Courtroom: 218
Judge: The Honorable James W. Meyers
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PLEASE NOTE THAT THIS IS A FIRST-DAY MOTION FILED PURSUANT TO APPENDIX D1 OF THE
LOCAL BANKRUPTCY RULES OF THE SOUTHERN DISTRICT OF CALIFORNIA (“LOCAL
BANKRUPTCY RULES"). ANY PARTY IN INTEREST WHO OPPOSES THE FIRST-DAY MOTION MUST
IMMEDIATELY NOTIFY THE JUDGE'S LAW CLERK, KATHY YOST, BY CALLING (619) 557-3455. NO
WRITTEN OPPOSITION SHALL BE FILED TO THE FIRST-DAY MOTION UNLESS THE COURT
OTHERWISE DIRECTS.

TO THE HONORABLE JAMES W. MEYERS, UNITED STATES BANKRUPTCY JUDGE, SECURED
CREDITORS, THE TWENTY LARGEST UNSECURED CREDITORS AND THE UNITED STATES
TRUSTEE:

PLEASE TAKE NOTICE that the above-captioned debtors and debtors in possession {collectively the
“Debtors”) hereby file this First Day Motion for an order of this Court pursuant to sections 105(a) and 366 of
title 11 of the United States Code {the “Bankruptcy Code™) (1) authorizing payment of prepetition accrued
utility services, (2) prohibiting utilities from altering, refusing or discontinuing service on account of prepetition
invoices and (3) establishing procedures for determining requests for additional adequate assurance.

PLEASE TAKE NOTICE that pursuant to Local Bankruptey Rule 9014-5 and the “Guidelines for First
Day Motions” any party who opposes this Motion shall notify the judge’s law clerk of its position by telephone.
No opposition shall be filed to a First Day Motion unless the Court otherwise directs. Pursuant to the

“Guidelines for First Day Motions® the Court reserves discretion to grant or deny a First Day Motion without a
hearing unless the Court otherwise directs.

PLEASE TAKE FURTHER NOTICE that the Motion is based upon the accompanying Memorandum
of Points and Authorities and the Declaration of Joseph L. Wulkowicz in support thereof filed under separate
cover concurrently herewith. In addition, the Debtors request that the Court take judicial notice of all
documents filed with the Court in these cases.

WHEREFORE, the Debtors respectfully request that this Court enter an order:
1. Authorizing the Debtors to pay on a timely basis in accordance with their prepetition practices

all undisputed invoices for pre- and post-petition utility services;
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2. Authorizing the Debtors to provide a cash deposit fo each Utility Company that sends a
written request to Debtors equal to two weeks of utility service based on the last month's full bill, but only if the
Utility Company does not already hold a deposit equal or greater fo this amount, and deeming such payments
to provide adequate assurance of payment;

3. Absent further order from this Court, forbidding each Utility Company to alfer, refuse or
discontinue service to, or discriminate against, the Debtors or require the payment of a deposit or other
security in connection with any prepetition invoice for utility services, including, but not limited to, the
furnishing of gas, heat, electricity, telephone or any other utility of fike kind, furnished fo the Debtors;

4 Permitting the Debtors or the Utility Companies fo file a motion for determination of adequate
assurance of payment and requesting a hearing on an expedited basis in the event that a Utility Company
requests additional assurance of payment within the first 30 days of these cases; and

5. Granting such other and further relief as is necessary and appropriate in the circumstances.

Dated: May 15, 2008 LINER YANKELEVITZ
SUNSHINE & REGENSTREIF LLP

By:  /s/Enid M. Colson
Julia W. Brand
Enid M. Colson
Proposed Counsel for Debtors and
Debtors-In-Possession
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MEMORANDUM OF POINTS AND AUTHORITIES
i,
STATEMENT OF FACTS!

A. Jurisdiction and Venue

This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334. This is a core
proceeding pursuant to 28 U.S.C. § 157(b)(2). The venue of the chapter 11 cases is proper pursuant to 28
U.S.C. §§ 1408 and 1409 as the Debtors' executive offices are located in San Diego County. The statutory
predicate for the relief sought herein is sections 105(a) and 366 of the Bankruptcy Code and this Court's
“Guidelines for First Day Motions.” No request has been made for the appointment of a trustee or examiner
and no statutory committee has been appointed in this case.

B. Background Facis

1. History of the Debtors

The three Debtors are related corporations engaged in the operation of 21 full service steakhouse
restaurants located in the seven states of Arizona, California, Indiana, Michigan, North Carclina, Ohio and
Utah. These restaurants principally operate under the brand names of Hungry Hunter, Hunter Steakhouse,
Mountain Jack's and Carvers.

Debtor Steakhouse Partners, Inc. (“Steakhouse Partners”) is publicly traded over the counter under
the symbol “STKP." In December, 1998, Steakhouse Pariners acquired its wholly owned subsidiary, Debtor
Paragon Steakhouse Restaurants, Inc. (“Paragon Steakhouse”), which owns and operates the restaurant
businesses. Paragon Steakhouse has one wholly owned subsidiary, Debtor Paragon of Michigan, inc.,
("Paragon of Michigan"} through which it conducts its restaurant operations in the state of Michigan and holds
its intellectual property and trade names. The structural maintenance of Paragon of Michigan is dictated by
state alcohol laws; however, the subsidiary operations and financial results are consolidated at the Paragon
Steakhouse level,

The Debtors’ business income is generated from food and beverage sales from each of the 21

restaurants, which during the Debfors' Fiscal Year 2007 (ending December 25, 2007) generated

1 The facts set forth in this Motion are verified in the Omnibus Declaration of Joseph L. Wulkowicz in
Support of Chapter 11 Pefitions and First Day Motions filed concurrently herewith under separate cover.
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approximately $45,000,000 in gross revenue (as of the first quarter 2008, two restaurants are no longer
operated by the Debtors). Like other restaurant businesses, the Debtors’ operations are seasonal, with the
overall performance peaking in the 4th quarter.

The Debtors’ 21 steakhouses specialize in complete steak and prime rib meals, and also offer fresh
fish and other lunch and dinner dishes. The average restaurant check is $27.30 per guest {including alcoholic
beverages) and the 21 restaurants serve approximately two million meals annually. Most restaurants are
open daily from 4:30 to 9:30 p.m. on weekdays and from 4:00 to 11:00 p.m. on the weekends. Some
restaurants are also open for lunch, typically beginning at 11:00 a.m.

Paragon Steakhouse and Paragon of Michigan, as of January 8, 2008 employ in excéss of 1,325 full
and part time employees, approximately 1,200 of which perform services during any two-week period, and of
which approximately 55% are pari-time.

Paragon manages six restaurants known as Sirloin Saloon and Dakota Steakhouses in the states of
Vermont, Massachusetts, Connecticut and New York pursuant to a Management and Services Agreement
between Paragon and the restaurant owners, DWH, [, Pittsfield DWH and Saloon beverages, Inc., entered
into effective November, 2007. This Management Agreement provides for termination of Paragon’s
management services in the event that Paragon’s acquires the membership interests in the referenced
corporations pursuant to a Membership Purchase Agreement or terminates the fransaction pursuant to its
terms.

The Debtors maintain an infernet website at www.paragonsteak.com. This website offers free access

to the Debtors’ press releases and Steakhouse Partners’ filings with the U.S. Securities and Exchange
Commission (the "SEC"), including its annual report on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and amendments to those reports, as sooh as reasonably practicable after these reports
are filed with or furnished fo the SEC.

2. The Debtors’ Prior Bankruptcy Cases

On February 15, 2002, Steakhouse Partners filed a voluntary petition for relief under Chapter 11 of
the Bankruptcy Code in the United States Bankruptcy Court for the Central District of California (the
“Bankruptcy Court”). On February 19, 2002, Paragon Steakhouse and Paragon of Michigan also filed
voluntary petitions for relief under Chapter 11 of the Bankrupfcy Code in the Bankruptcy Court (together, the
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“Initial Filing”). Effective December 31, 2003, the Debtors confirmed a Joint Plan of Reorganization (the “2003
Plan™), and on December 28, 2007 the Court entered an Order Regarding Final Report, Accounting and Final
Decree.

The Initial Filing was made in response to the maturing of certain notes aggregating $1,734,285,
which the Debtors were unable to pay. Throughout the course of the Reorganization, the Debtors sought to
retain core locations, eliminate non-competitive leases, restructure their debt, and withdraw from under-
performing markets.

The 2003 Plan provided for the creation of the Class 4 Creditor Trust (the "Trust’) for general
unsecured claimants with claims in excess of $4,000 with a trustee (the "Trustee”) for the purpose of
collecting, maintaining and distributing the Steakhouse Partners Class 4 Creditors Trust Assets. As part of
the Plan, the Trust was granted a lien on the Debtors’ leasehold interests. Today, the Trust is the principle
secured creditor of the Debors.

3. Post Plan Confirmation

Since confirmation of the 2003 Plan, the Debfors have experienced difficulty generating sufficient
cash to cover operating expenses, deferred maintenance and the extraordinary costs fo satisfy reorganization
commitments. This inability remained an impediment to implementing long-term strategic changes required
to enhance the Debtors’ intrinsic value, to increase top fine revenue and resulting profit, and to pay long-term
debt. As a result, the Debtors’ post-confirmation business plans focused on generating increased revenue
and profit, but directed attention to programs producing a longer-term focus through debt restructuring and
acquisition. Post confirmation, the Debtors sought and reached agreements with both public and private
financial institutions to complete certain acquisitions and private equity placements in order to strengthen the
core business and provide capital for debt repayment.

Although the Debtors had originally made total payments of approximately $1,200,000 to the Trust,
they failed to make certain further payments as required by the 2003 Plan. As a result, the Trustee and the
Debtors negotiated a settlement agreement approved by the Court on August 10, 2006 (the “Settlement
Agreement’). Under the Settlement Agreement, the Debtors became obligated to make an alternative

payment of $5,200,000 (the “Alternative Payment"} of which $1,100,000 was to be paid immediately.
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In early 2007, the Debtors began a real estate liquidation plan designed to make structured payments
on their debt to the Trust. However, because the Debtors had not made the $1,100,000 payment, on or about
May 18, 2007, the Debtors received the Trustee’s notice of default as to the Alternative Payment. As a result,
the Debtors agreed to enter into a forbearance agreement (the “Forbearance Agreement”) with the Trust,
which formalized the real estate sale plan already being marketed. The Debtors discuss their efforts and the
status of the sales with the Trustee of the Trust on a regular basis.

4, The Debtors’ Situation in 2008

Although the Debfors have attempted to complete all of the sales contemplated by their agreement
with the Trust, a combination of variables causing deferiorating financial performance and third-party reticence

to consent to transfers have stymied the Debtors’ efforts fo live up fo their commitments fo the Trust.

Since mid-2007, the Debtors’ financial results have deteriorated as a result of a combination of rising
costs and declining sales and guest frequency. By the end of March 2008, the deterioration rapidly

accelerated. Specifically, cost increases have been unprecedented. By way of example:

» The price of prime rib alone has increased by around 5%, chiefly as a result of the Midwest
diversion of corn products from the cattle feed market to the production of alternate fuel
sources such as ethanol. Thus, the feed available to ranchers has spiked in price, forcing
them to charge more per pound of beef. Further, in response to their own cost pressures, the
ranchers have reduced herd sizes, further driving up commodity costs due to fack of available
product. The Debtors only serve com fed beef as it is the over whelming preference of their
core guests.

» Similarly, the nationwide oil and gas price increases have forced purveyors to assess “fuel
charges’ on all products (whether produce, dairy, staples or alcohol), adding almost $500,000
annually to the Debtors’ operating cost.

» During 2007, the Debfors incurred increased payroll costs of around $400,000 as a direct
result of state minimum wage increases. During first quarter 2008, an additional $100,000 in
increased wages were paid as new minimum wage increases took effect.

Administrative and accounting costs necessary to comply with new federal regulations, public
company filing requirements and the increases in medical benefit and workman’s compensation costs added
another $100,000 fo the costs of business.

Unfortunately, the above cost increases come in the middle of an economic downturm in which

Americans are spending less on “elective items” such as dining out, making it nearly impossible fo raise menu
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prices. According to the restaurant industry reports, unemployment, economic uncertainty and instability in
the housing market are the greatest confributors to declining restaurant revenue in all segments.

As a result of this reduced revenue-increased cost environment, the Debtors have been unable to
generate sufficient cash to timely pay their bills on an ongoing basis and still sell real estate to satisfy the
Trust obligations. As the spiral has accelerated, landlords are unwilling to consent fo transfers when
payments are not current, and state authorities will not allow transfer of single units until all state obligations
are current.

As such, the Debtor seeks to complete its liquidation commitments within the protection of chapter 11
cases to gain sufficient time to sell assets for their highest and best price as going concerns. In the past six
years, the Debtors have sold and assigned more than 20 restaurants. In each case, the Debtors were able to
sell its leasehold interest, alcohol license, personal property and inventory for cash. In contrast, two
restaurants have been closed and offered for sale. In each case, no sale has been consummated because
the building offers no “going concern” value. A restaurateur does not want the property, because the
inventory and operating licenses (including liquor) are not avaitable, and the “dark building” offers no built in
customer base. Alternate use buyers have shied away from purchase, because a restaurant buiiding requires
extensive remodeling (especially with approximately 40% of the square footage allocated to the kitchen) or
razing to be suitable for altemative use.

Beginning in the week of May 11, 2008, the Debtors have started to receive 3-day notices from some
of their landlords. Other landlords have made statements to the Debfors that they may commence eviction
proceedings but have not yet served formal 3-day notices.

The Debtors believe that they can maximize cash available for distribution fo creditors by offering for
sale their assets as operating “going concerns” while under the court’s protection. They believe this can be
accomplished expeditiously and efficiently given the sales programs and leads already in place. However, it
cannot be accomplished without this Court's protection from parties seeking to block sales by seeking
preferential payment in front of senior creditors.

The remaining units will produce sufficient cash to support operations until scld. During the coming
ninety days, the restaurants the Debtor expects to continue to operate unfil sales are consummated should
produce a positive EBITDA.
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C. Relief Reguested

By this Motion, the Debtors respectfully request that this Court enter an order (i) authorizing the
payment of prepetition accrued Utility Services, (ii) prohibiting the Utility Companies from altering, refusing or
discontinuing service on account of prepetition invoices, and (iii) establishing procedures for determining

requests, if any, for additional adequate assurance by the Utility Companies.

D. Factual Basis for Relief Requested

The Debtors operate 21 full service steakhouse restaurants located in the seven states of Arizona,
California, Indiana, Michigan, North Carolina, Ohio and Utah. They also maintain their corporate headquarters
in San Diego, California. In order to operate their restaurants and maintain their headquarters, the Debtors
receive water, electricity, telephone, Internet, gas and similar utifity services from 127 utility companies (gach
a “Utility Company” and collectively the “Utility Companies”).

The services provided by the Utility Companies to the Debtors’ operations are absolutely essential to
the continuation of their business. The Debtors cannot operate their 21 restaurants without the utility services
provided by the Utility Companies identified on exhibit “A" o this Motion. That exhibit sets forth, among other
things, the names of the Utility Companies, the particular utility service provided, the Debtors’ account
numbers with those companies, the amount paid to the Utility Companies on the last full month for which a bill
is available, the amount which is 50% of the last full month's bill (described below as the adequate assurance
of payment deposit offer) and (where applicable or known) the amounts of the existing deposits held by each
Utility Company.

As of this date, the Debtors are generally current with all Utility Companies, except to the extent that
the Debtors have not yet been billed for prepetition utility services or the Debtors have been billed but
payment for such utifity services was not yet due, or checks on account of such utility services were issued
but will not be honored because of the commencement of these cases. The Debtors anticipate that they will
pay all utility bills for postpetition utility services as billed and when due subject to the Debtors' rights, if any, in

the ordinary course, fo contest, among other things, the amount of a bill or the services rendered.
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1.
LEGAL ARGUMENT
A. The New Section 366

Under section 366, as amended in 2005, in a chapter 11 case a public uility may “alter, refuse or
discontinue utility service, if during the 30-day period beginning on the date of the filing of the petition, the
utiity does not receive from the debtor . . . adequate assurance of payment for utility service that is
satisfactory to the utility.” § 366(c)(2). However, “on request of a party in interest and after notice and a
hearing, the court may order modification of the amount of an assurance of payment” under subsection (c){2).
§ 366(c)(3)(A). “Assurance of payment’ means a cash deposit, a letter of credit, a certificate of deposit, a
surety bond, a prepayment of utility consumption or another form of security this is mutually agreeable fo the
debtor-in-possession and the utility. § 366(c){1)(A). An administrative expense priority claim is no longer
“assurance of payment.” § 366(c)(1)(B). Bankrupfcy courts have "the authority to determine the form and
amount of adequate assurance if the parties cannot reach agreement, as long as the form of the assurance of

payment is one of the forms described in § 366(c)(1)(A). See 3 Colfier on Bankruptcy 1 366.03[2] (rev. 15th

ed. 2006) (“Under § 366(c)(2), the debtor must pay what the utility demands, unless the court orders
otherwise”) (emphasis added).” In re Beach House Property, LLC, 2008 WL 961498, *1 (Bankr. S.D. Fla.

April 8, 2008).

Although the new section 366 limits the forms of adequate assurance of payment, the Court retains
the discretion to modify the amount of the deposit or other form of security. § 366{c)(3)(A). The Court may
also deem a Utifity Company's failure to respond to the Debtors’ offer of an Adequate Assurance Cash
Deposit as acceptance of the Debtors’ offer and satisfaction of the requirements of section 366(c)(2):

The clear language of the amendments to Section 366 and the brief
legislative history does not prohibit the bankruptcy court from entering orders
continuing the injunction in favor of debtors when the utility companies failed
to reply or affirmatively accept what the DIP proposed as safisfactory
assurance of payment. A contrary interpretation would make it impossible
for the DIP to satisfy Section 366 prior to the termination of the injunction
period, when a utility company maintains silence.

10 Case No. 08-04147-11
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In re Syroco, Inc., 374 B.R. 60, (Bankr. D.P.R. 2007)}.

B. The Proposed Adequate Assurance Procedures

To ensure the Debtors” access to utility services is not interrupted, the Debtors propose that

1. Service of the Order on this Motion: The Debtors will serve the order on this Mofion on the

Utility Companies listed on the attached exhibit “A”;

2. Fifteen-Day Period for Utifity Companies to Request Adequate Assurance Cash Deposit: The

Debtors will provide a deposit fo each Utility Company that sends a written request to counsel for the Debtors
so that it is received by May 30, 2008 {fifteen days from the Petition Date). Such a deposit shall be equal to
two weeks of utility service based on the full month for which a bill is available (the "Adequate Assurance
Cash Deposit") but only if the Utifity Provider does not already hold a deposit (whether cash, letter of credit,
certificate of deposit, surety bond, prepayment or otherwise} that is equal to or greater than the Adequate
Assurance Cash Deposit.2 A Utility Company’s acceptance of such an Adequate Assurance Cash Deposit
shall be acknowledgement that the deposit is satisfactory to the Utility Company within the meaning of section
366(c}{2) and, absent any further order of the Court, is forbidden to alter, refuse, or discontinue service to, or
discriminate against, the Debtors.

3. Failure to Reqguest Adequate Assurance Cash Deposit: Any Utility Company that does not

request payment of an Adequate Assurance Deposit within 15 days of the Pefition Date shall be deemed to
have adequate assurance that is satisfactory to the Utility Company within the meaning of section 366(c)(2)
and, absent any further order of the Court, is forbidden to alter, refuse, or discontinue service fo, or
discriminate against, the Debtors.

4, Thirty-Day Period for Debtors to Negotiate Amount of Adequate Assurance Cash Deposit

With Utility Companies Who Have Made a Timely Request for Adequate Assurance Cash Peposit: In the

event that a Utility Company makes a timely request for an Adequate Assurance Cash Deposit within the
fifteen-day period described above and the Debtors and that Utility Company are unable fo reach an

agreement regarding the sufficiency of an Adequate Assurance Cash Deposit within the 30 days after the

2 The amount of the Debtors’ proposed Adequate Assurance Cash Deposit for each Utility Company is
listed on exhibit "A” under the column entitled "Half Bill.”
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Petition Date, either party may ask the Court for a further hearing on an expedited basis to address such
issues. Pending such hearing, the Utility Company is forbidden to alter, refuse, or discontinue service to, or
discriminate against, the Debtors.

The Debtors believe these procedures comport with the requirements of section 366, provide
sufficient assurance of payment to the Utility Companies and establish a practical mechanism for the Debtors
to continue their operations. Should the telephone companies, power companies or other Utility Companies
providing service to the Debtors refuse or discontinue such service, the impact on the Debtors would be to
force the Debtors to cease doing business to the severe defriment of their estates, creditors, employees and
all other parties in interest. By confrast the Debtors proposed method of furnishing adequate assurance of
payment for post-petition Utifity Services is in keeping with the spirit and intent of section 366 of the
Bankruptcy Code, is not prejudicial to the rights of any of the Utility Companies, and is in the best interests of

the Debtors’ estates.

C. Notice of This Motion Complies With This Court’s Requirements and Is Appropriate

Pursuant fo this Court's Guidelines for First Day Motions, this Motion has been served by facsimile, or
personal service, or email (where consent was granted) or, where necessary, by express or overnight mail on
ail known secured creditors, and the twenty largest unsecured creditors in each of the Debtors’ cases and the
United States Trustee. Because of the exigent circumstances, the Debtors respectfully submit, and request

that this Court so find, that no further notice of this Motion is required.
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CONCLUSION

For the foregoing reasons, the Debtors respectfully request that this Court enter an order granting the

Motion and approving the procedures set forth herein and prohibiting the Utility Companies from altering,

refusing, or discontinuing ufility services.

Dated: May 15, 2008

LINER YANKELEVITZ
SUNSHINE & REGENSTREIF LLP

By:

/s/ Enid M. Colson

Julia W, Brand

Enid M. Colson

Proposed Counsel for Debtors and
Debtors-In-Possession
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CsDh 1001A {11/15/04]
Name, Address, Telephone No. & I.D. No.

Julia W. Brand, Esq. (SBN: 121760)

Enid M. Colson, Esq. (SBN: 189912)

Liner Yankelevitz Sunshine & Regenstreif LLP
1100 Glendon Ave., 14th Floor

Los Angeles, CA 90024-3503

(310) 500-3500

UNITED STATES BANKRUPTCY CQURT
SOUTHERN DISTRICT OF CALIFORNIA
325 West "F" Street, San Diego, Califormia 92101-63291

In Re

STEAKHOUSE PARTNERS, INC., a Delaware corporation

Debtor.

BANKRUPTCY NO.

08-04147-11

Date of Hearing:
Time of Hearing:
Name of Judge: James W. Mevers

ORDER ON FIRST DAY MOTION NO. 5; MOTION FOR
ORDER (1) AUTHORIZING PAYMENT OF PREPETITION ACCRUED

UTILITY SERVICES, ETC.

IT IS ORDERED THAT the relief sought as set forth on the continuation pages attached and numbered two (2)

through with exhibits, if any, for a total of pages, is granted. Motion/Application Docket Enfry No.

i

i

i

i

i

)

DATED:

Judge, United States Bankruptcy Court
James W. Mevers

Signature by the attorney constitutes a certification under
Fed. R. of Bankr. P. 9011 that the refief in the order is the
relief granted by the court.

Submitted by:

Liner Yankelevitz Sunshine & Regenstreif LLP

{Firm name)

By. /S/Enid M. Colson
Attorney for Movant || Respondent
Enid M. Colson

CSsb 1001A

CSND-1001




First Day Motion No. 5, Etc. Page 2

The Debtors and Debtors-in-Possession Steakhouse Partners, Inc., Paragon Steakhouse
Restaurants and Paragon of Michigan (the “Debtors"), having properly filed and provided the required
notice of its First Day Motion No: 5 “Motion for Order (1) Authorizing Payment of Prepetition Accrued Utility
Services, {2) Prohibiting Utilities from Altering, Refusing or Discontinuing Service on Account of Prepetition
Invoices and (3) Establishing Procedures for Determining Requests for Additional Adequate Assurance (the
“Utility Moftion”) the Omnibus Declaration of Joseph L. Wulkowicz filed in support of the Debtors' First Day
Motions, the Court having determined that the legal and factual bases set forth in the Utifity Motion
establish just cause for the relief requested, and it appearing that such refief is in the best interests of the
Debtors’ estates, and after due deliberation and sufficient good cause appearing therefor,

IT IS HEREBY ORDERED AS FOLLOWS:

1. The Motion for Order (1) Authorizing Payment of Prepetition Accrued Utility Services, (2)
Prohibiting Utilities from Altering, Refusing or Discontinuing Service on Account of Prepetition Invoices and
(3) Establishing Procedures for Determining Requests for Additional Adequate Assurance (the “Utility
Motion”) is hereby granted;

2. The Debtors are authorized to pay on a timely basis in accordance with their prepetition
practices all undisputed invoices for pre- and post-petition utility services;

3. The Debtors shall provide a deposit to each Utility Company that sends a written request
to counsel for the Debfors so that it is received by May 30, 2008 (fifteen days from the Petition Date). Such
a deposit shall be equal to two weeks of utility service based on the full month for which a bill is available
(the “Adequate Assurance Cash Deposit’) but only if the Utility Provider does not already hold a deposit
(whether cash, letter of credit, certificate of deposit, surety bond, prepayment or otherwise) that is equal fo
or greater than the Adequate Assurance Cash Deposit. A Uility Company’s acceptance of such an

Adequate Assurance Cash Deposit shall be acknowledgement that the deposit is satisfactory to the Utility

0020424/001 393431v01



First Day Motion No. §, Etc. Page 3

Company within the meaning of section 386(c}(2) and, absent any further order of the Court, is forbidden to
alter, refuse, or discontinue service to, or discriminate against, the Debtors.

4, Any Utility Company that does not request payment of an Adequate Assurance Deposit
within 15 days of the Pefition Date shall be deemed to have adequate assurance that is satisfactory to the
Utility Company within the meaning of section 366(c)(2) and, absent any further order of the Court, is
forbidden to alter, refuse, or discontinue service fo, or discriminate against, the Debfors.

5. In the event that a Utility Company makes a timely request for an Adequate Assurance
Cash Deposit within the fifleen-day period described above and the Debtors and that Utility Company are
unable to reach an agreement regarding the sufficiency of an Adequate Assurance Cash Deposit within the
30 days after the Petition Date, the Debtors or the Utility Company may ask the Court for a further hearing
on an expedited basis fo address such issues. Pending such hearing, the Utility Company is forbidden to

alter, refuse, or discontinue setvice fo, or discriminate against, the Debtors.

IT1S SO ORDERED

0020424/001/ 393451v01



CSD 100%A [11/15/04}

Hame, Address, Telephone MNo. & I.D. No.

Julia W. Brand, Esq. {(SBN: 121760}

£nid M. Colson, Esq. (SBN: 189912)

Liner Yankeievitz Sunshine & Regenstreif LLP
1100 Glendon Avenue, 14th Floor

{.os Angeles, California 90024-3503
310.500.3500

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF CALIFORNIA
325 Wegt “F" Street, San Diege, California 92101-6351

In Re

PARAGON STEAKHOUSE RESTAURANTS, a Delaware
corporation

LDebtor.

BANKRUPTCY NO.
08-04152-11
Date of Hearing:

Time of Hearing:
Name of Judge: James W. Mevers

ORDER ON FIRST DAY MOTION NO. 5; MOTION FOR
ORDER (1) AUTHORIZING PAYMENT OF PREPETITION

ACCRUED UTILITY SERVICES, ETC.

T IS ORDERED THAT the relief sought as set forth on the continuation pages attached and numbered two (2)

through with exhibits, if any, for a total of pages, is granted. Motion/Application Docket Entty No.

i

i

i

"

i

i

DATED:

Judge, United States Bankruptcy Court
James W. Meyers

Signature by the attorney constitutes a certification under
Fed. R. of Bankr, P. 9011 that the relief in the order is the
relief granted by the court.

Submitted by:

Liner Yankelevitz Sunshine & Regenstreif L.LLP
{Firm name)

By /s/ Enid M. Colson
Attorney for [___| Movant [__| Respondent

Enid M. Colson

¢8b 1001A

CsD-1001



First Day Motion No. 5, Efc. Page 2

The Debtors and Debtors-in-Possession Steakhouse Partners, Inc., Paragon Steakhouse
Restaurants and Paragon of Michigan {the "Debtors"), having propetly filed and provided the required
notice of its First Day Motion No: 5 “Motion for Order (1) Authorizing Payment of Prepetition Accrued Utility
Services, (2) Prohibiting Utilities from Altering, Refusing or Discontinuing Service on Account of Prepetition
Invoices and (3) Establishing Procedures for Determining Requests for Additional Adeguate Assurance {the
“Utility Motion”) the Omnibus Declaration of Joseph L. Wulkowicz filed in support of the Debtors' First Day
Motions, the Court having determined that the legal and factual bases set forth in the Utility Motion
establish just cause for the relief requested, and it appearing that such relief is in the best interests of the
Debtors' estates, and after due delfiberation and sufficient good cause appearing therefor,

IT IS HEREBY ORDERED AS FOLLOWS:

1. The Motion for Order (1) Authorizing Payment of Prepetition Accrued Utifity Services, (2)
Prohibiting Utilities from Altering, Refusing or Discontinuing Service on Account of Prepetition Invoices and
(3) Establishing Procedures for Determining Requests for Additional Adequate Assurance (the "Utility
Motion”) is hereby granted;

2. The Debtors are authorized fo pay on a timely basis in accordance with their prepetition
practices all undisputed invoices for pre- and post-petition utility services;

3. The Debtors shall provide a deposit to each Utility Company that sends a written request
to counsel for the Debtors so that it is received by May 30, 2008 (fifteen days from the Petition Date). Such
a deposit shall be equal to two weeks of utility service based on the fult month for which a bill is available
(the “Adequate Assurance Cash Deposit’) but only if the Utility Provider does not already hold a deposit
(whether cash, letter of credit, certificate of deposit, surety bond, prepayment or otherwise) that is equal to
or greater than the Adequate Assurance Cash Deposit. A Utility Company's acceptance of such an

Adequate Assurance Cash Deposit shall be acknowledgement that the deposit is safisfactory to the Utility

0020424/001/ 3%3451v01



First Day Motion No. 5, Efc. Page 3

Company within the meaning of section 366(c){2) and, absent any further order of the Court, is forbidden to
alter, refuse, or discontinue service to, or discriminate against, the Debtors.

4, Any Utility Company that does not request payment of an Adequate Assurance Deposit
within 15 days of the Petition Date shall be deemed to have adequate assurance that is satisfactory fc the
Utility Company within the meaning of section 366(c}{(2) and, absent any further order of the Court, is
forbidden fo alter, refuse, or discontinue service to, or discriminate against, the Debtors.

5. In the event that a Utility Company makes a timely request for an Adequate Assurance
Cash Deposit within the fifteen-day period described above and the Debtors and that Utility Company are
unable fo reach an agreement regarding the sufficiency of an Adequate Assurance Cash Deposit within the
30 days after the Petition Date, the Debtors or the Utility Company may ask the Court for a further hearing
on an expedited basis fo address such issues. Pending such hearing, the Utility Company is forbidden to

alter, refuse, or discontinue service to, or discriminate against, the Debtors.

IT1S SO ORDERED

0620424/001/ 393451v(1



C8D 1001Aa [1i/15/04]

Hame, Addressg, Telephone Nc., & I.D. No.

Julia W. Brand, Esq. (SBN: 121760)

Enid M. Colson, Esq. (SBN: 188912)

Liner Yankelevitz Sunshine & Regenstreif, LLP
1100 Glendon Avenue, 14th Floor

Los Angeles, California 90024-3503
310.500.3500

UNITED STATES BANKRUPTCY COURT
SQUTHERN DISTRICT OF CALIFORNIA
325 Wegt "F" Street, San Diego, California 92101-6921

Iin Re

PARAGON OF MICHIGAN, INC., a Wisconsin corporation

Debtor,

BANKRUPTCY NO.
08~-04153-11
Date of Hearing:

Time of Hearing:
Name of Judge: James W. Meyers

ORDER ON FIRST D
MOTION FOR ORDER (1) AUT

AY MOTION NO. 5: MOTION FOR
HORIZING PAYMENT OF

PREPETITION ACCRUED UTILITY SERVICES, ETC.
[T 1S ORDERED THAT the relief sought as set forth on the continuation pages attached and numbered two (2)

through with exhibits, if any, for a total of pages, is granted. Motion/Application Docket Entry No.

i

"

i

i

i

i

DATED:

Judge, United States Bankruptcy Court
James W. Meyers

Signature by the attorney constitutes a certification under
Fed. R. of Bankr. P. 9011 that the relief in the order is the
relief granted by the court.

Submitted by:

Liner Yankelevitz Sunshine & Regenstreif, LLP
(Firm name)

By: // Enhid M. Colson
Attorney for || Movant {__] Respondent
Enid M. Colson

CsD 100L1A

CED-10M



First Day Motion No. 5, Efc. Page 2

The Debtors and Debtors-in-Possession Steakhouse Partners, Inc., Paragon Steakhouse
Restaurants and Paragon of Michigan (the "Debtors"), having properly filed and provided the required
notice of its First Day Motion No: 5 "Moftion for Order (1) Authorizing Payment of Prepetition Accrued Utility
Services, (2) Prohibiting Utilities from Altering, Refusing or Discontinuing Service on Account of Prepetition
Invoices and (3) Establishing Procedures for Determining Requests for Additional Adequate Assurance (the
“Utility Motion") the Omnibus Declaration of Joseph L. Wulkowicz filed in support of the Debtors' First Day
Motions, the Court having determined that the legal and factual bases set forth in the Utility Motion
establish just cause for the relief requested, and it appearing that such relief is in the best interests of the
Debtors' estates, and after due defiberation and sufficient good cause appearing therefor,

IT IS HEREBY ORDERED AS FOLLOWS:

1. The Motion for Order (1) Authorizing Payment of Prepetition Accrued Utility Services, (2)
Prohibiting Utilities from Altering, Refusing or Discontinuing Service on Account of Prepetition Invoices and
(3) Establishing Procedures for Determining Requests for Additional Adequate Assurance (the “Utility
Motion™) is hereby granted;

2. The Debtors are authorized to pay on a timely basis in accordance with their prepetition
practices all undisputed invoices for pre- and post-petition utility services;

3. The Debtors shall provide a deposit to each Utility Company that sends a written request
to counsel for the Debtors so that it is received by May 30, 2008 (fifteen days from the Petition Date). Such
a deposit shall be equal to two weeks of utility service based on the full month for which & bill is available
(the “Adequate Assurance Cash Deposit”) but only if the Utility Provider does not already hold a deposit
(whether cash, letter of credit, certificate of deposit, surety bond, prepayment or otherwise) that is equal fo
or greater than the Adequate Assurance Cash Deposit. A Utility Company's acceptance of such an

Adequate Assurance Cash Deposit shall be acknowledgement that the deposit is satisfactory to the Utility

0020424/001/ 393451v01



First Day Motion No. 5, Efc. Page 3

Company within the meaning of section 366(c)(2) and, absent any further order of the Court, is forbidden to
alter, refuse, or discontinue service to, or discriminate against, the Debtors.

4. Any Utility Company that does not request payment of an Adequate Assurance Deposit
within 15 days of the Petition Date shall be deemed to have adequate assurance that is safisfactory to the
Utility Company within the meaning of section 366(c)(2) and, absent any further order of the Court, is
forbidden to alter, refuse, or discontinue service to, or discriminate against, the Debtors.

5. In the event that a Utility Company makes a timely request for an Adequate Assurance
Cash Deposit within the fifteen-day period described above and the Debtors and that Utility Company are
unable to reach an agreement regarding the sufficiency of an Adequate Assurance Cash Deposit within the
30 days after the Petition Date, the Debtors or the Utility Company may ask the Court for a further hearing
on an expedited basis to address such issues. Pending such hearing, the Utility Company is forbidden to

alter, refuse, or discontinue service to, or discriminate against, the Debtors.

IT IS SO ORDERED

0020424/001/ 393451v01



