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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

KLAUDIO LESHNJANI, WILLIAM R. HARKER, WILLIAM C. CROWLEY,
PONALD C. ROSS, JAMES McBURNEY, EPHRAIM J. BIRD, CALVIN R.
McDONALD, RONALD BOIRE, DEIDRA C. MERRIWETHER, AND
DOUGLAS CAMPBELL

Applicants

-and -

SEARS HOLDINGS CORPORATION
Respondent

NOTICE OF APPLICATION
TO THE RESPONDENT:

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicant. The Claim made
by the Applicant appears on the following page.

THIS APPLICATION will come on for a hearing before a Judge of the Ontaric Superior
Court of Justice presiding over the Commercial List at 10 a.m. on Thursday, October 18, 2018 at
330 University Avenue, 8th Floor, Toronto, Ontafrio.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in the
application or to be served with any documents in the application you or an Ontario lawyer acting
for you must forthwith prepare a notice of appearance in Form 38A prescribed by the Rules of
Civil Procedure, serve it on the Applicant’s lawyer or, where the Applicant does not have a lawyer,
serve it on the Applicant, and file it, with proof of service, in this court office, and you or your lawyer
must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY EVIDENCE TO
THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES ON THE APPLICATION,
you or your lawyer must, in addition to serving your notice of appearance, serve a copy of the
evidence on the Applicant’s lawyer or, where the Applicant does not have a lawyer, serve it on the
Applicant, and file it, with proof of service, in the court office where the application is to be heard
as soon as possible, but at least four days before the hearing.
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9.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN YOUR
ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO OPPOSE THIS
APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL AID MAY BE AVAILABLE
TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.

[ 4 .8 L7 i~ A o
Date  SEP 0 4 7018 ssvedby /[ VAUA /)] } _ﬂ{\ AL LAASS
i | Local Registrar  Mey Nikolaidis

Address of
court office: 330 Urﬁvefrsity Avenue, 7th Floor
Toronto, ON M5G 1E6

TO: LENCZNER SLAGHT ROYCE SMITH GRIFFIN LLP
Suite 2600
130 Adelaide Street West
Toronto, ON M5H 3P5

Peter J. Osborne

Tel: 416.865.3094
Fax: 416.865.3974
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Matthew B. Lerner
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Fax: 416.865.2840
mlerner@litigate.com

Chris Kinnear Hunter
Tel: 416.865.2874
Fax: 416.865.2866
chunter@litigate.com

Chris Trivisonno

Tel:  416.865.3059

Fax: 416.865.3707
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Lawyers for the Respondent, Sears Holdings Corporation
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APPLICATION

The Applicants make an application for the following orders:

(a)

(b)

upon the initial return of this application on October 18, 2018,

(i)

(ii)

(iif)

(iv)

if necessary, an order abridging the time for service of this application and

dispensing with service on any person other than those served;

an interim order directing Sears Holdings Corporation (“SHC”), on an
interim basis, to pay the legal fees incurred by the Former Directors (as
defined herein), and reimburse any amounts already incurred, associated
with the extant CCAA proceedings of Sears Canada Inc. (the “Sears
Canada CCAA Proceedings”), including legal fees associated with
defending against and responding to claims asserted in or arising out of the
Sears Canada CCAA Proceedings, and costs of Coverage Counsel (as

defined herein) (collectively, “Funded Amounts”);

an order allowing SHC to recover from each Former Director any Funded
Amounts previously paid by SHC to such Former Director, but only to the
extent that such Funded Amounts are later reimbursed by XL Speciality
Insurance Company (“XL"), or any other insurance company providing

directors’ and officers’ insurance, to such Former Director;

the costs of the initial hearing, plus all applicable taxes;

at a subsequent hearing of this application to be held only if a final judicial or

arbitral determination has been made that the there is no coverage or less than full

coverage available to the Applicants under SHC XL Policy (as defined herein), the

following final orders:



(i)

(ii)

(i)

(iv)
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a declaration that, for a period of six years after October 15, 2014, SHC has
an obligation to provide and continuously maintain directors’ and officers’
liability and fiduciary liability coverage for current and former directors of
Sears Canada Inc. (“Sears Canada®’) for acts and omissions in their
capacity as such occurring at or prior to the date of October 15, 2014 (the
‘D&0O Insurance”), pursuant to the Cooperation Agreement (as defined

herein) (the “Insurance Obligation”);

a declaration that SHC breached the Insurance Obligation;

a final order directing SHC to compensate the Former Directors for SHC'’s
breaches of the Insurance Obligation, including a final order directing SHC
to pay to the Former Directors the Funded Amounts and other amounts
(including indemnification for liability) that would have been covered by the
D&O Insurance mandated by the Cooperation Agreement if SHC had, in

fact, purchased such compliant coverage; and

costs of this subsequent hearing, plus all applicable taxes.

2, The grounds for the application are:

Claims Against the Former Directors

(@)

(b)

On June 22, 2017, Sears Canada, along with certain of its affiliates (the

“Applicants”) and SearsConnect, was granted protection under the Companies’

Creditors Arrangement Act,

Among the parties to the Sears CCAA Proceedings are certain former directors

and officers of Sears Canada, ten of whom (namely, Klaudio Leshnjani, William R.

Harker, William C. Crowley, Donald C. Ross, James McBurney, Ephraim J. Bird,



(c)

(d)

(e)

(f)

-5-

Calvin R. McDonald, Ronald Boire, Deidra C. Merriwether, and Douglas Campbell)
are currently represented by Cassels Brock & Blackwell LLP (“Cassels Brock”) in
these proceedings (each a “Former Director’ and, collectively, the “Former

Directors”);

On December 8, 2017, the Court issued an order (the “Claims Procedure Order”)
approving a claims process (the “Claims Process”) for the purpose of identifying,
determining, and adjudicating claims of creditors against the Applicants and their

current and former officers and directors;

On February 22, 2018, the Court issued a further order establishing a claims
procedure (the “E&R Claims Process”) for the identification and quantification of
Employee Claims and Retiree Claims (as defined therein) against (i) the
Applicants and (ii) the current and former directors of the Applicants (the “E&R

Claims Procedure Order”);

Since the Claims Procedure Order and the E&R Claims Procedure Order were
issued, a number of claims have been submitted to the Monitor against the Former
Directors in accordance with the Claims Process and the E&R Claims Process (the

“Former D&O Claims”);

The Former D&O Claims are based on alleged acts and omissions of the Former
Directors taking place while such Former Directors were acting as directors and/or

officers of Sears Canada and generally relate to, inter alia, the following matters:

(i) the dividend paid to certain shareholders of Sears Canada on December

31, 2012 in the approximate amount of $102 miillion;



(if)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

-6-

the dividend paid to certain shareholders of Sears Canada on December

6, 2013 in the approximate amount of $509 million;

Sears Canada’s surrender of its exclusive right to use the Craftsman
trademark in Canada in connection with the sale by SHC of the Craftsman

business to Stanley Black & Decker in March 2017;

alleged assurances and representations made by the Directors and others
about the solvency of Sears Canada and its ability to continue to meet its

obligations under various leases and other agreements;

alleged liability for environmental contamination/remediation and building

rectification;

allegations regarding misrepresentations regarding the detrimental

consequences of not purchasing extended warranties;

allegations of oppression, breaches of fiduciary duty, and transactions at
undervalue, and alleged failure to ensure that Sears Canada adequately

funded its contractual obligations, including lease obligations;

alleged claims by employees of Sears Canada and its affiliates on account
of wages, salaries, commissions, other compensation, benefits, and
amounts payable pursuant to applicable employment standard statutes
and corporate statutes (such as the Canada Business Corporations Act),
including statutes of multiple Canadian provinces where Sears Canada

carried on business;



(ix)
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alleged liability under the claim brought by 1291079 Ontario Limited in the
Ontario Superior Court of Justice (Milton) (Court File No. 4114/15) and an
earlier action (Milton Court File No. CV-3769/13-CP) against Sears
Canada, SHC, certain of the Former Directors (Wiliam C. Crowley,
William R. Harker, Donald C. Ross, Ephraim J. Bird, and Douglas
Campbell), and others relating to the Sears Hometown Dealer store

program; and

(x) allegations of underfunding of Sears Canada’s pension plan including a
claim from Morneau Shepell Ltd. in its capacity as Administrator of Sears
Canada’s Registered Retirement Plan;
(9) In addition, a number of the Former D&O Claims also allege, among other things,

that, in connection with their acting as directors or officers of Sears Canada prior to

October 15, 2014, the Former Directors:

(i)

(ii)

(iif)

(iv)

v)

engaged in negligent and/or wrongful conduct;

breached their fiduciary duties owed to Sears Canada, its creditors, and/or

others;

approved dividends to shareholders to the corresponding detriment of

creditors (oppressive conduct);

approved transaction(s) at under value to the detriment of Sears Canada

and/or its creditors;

conspired with others in furtherance of their negligent and/or wrongful

conduct; and



(vi)

-8-

failed to ensure that Sears Canada adequately funded its obligations under
its contractual agreements, including leases and pension plans, when they
knew that failing to do so would be unjustifiably prejudicial to Sears

Canada'’s creditors;

The Cooperation Agreement

(h)

(i)

1)

(k)

On October 1, 2014, Sears Canada and SHC entered into a cooperation
agreement setting out the terms and conditions on which Sears Canada would

cooperate with SHC to facilitate SHC's offering (the “Cooperation Agreement”);

The Cooperation Agreement is subject to Ontario law and proceedings relating to it

must be brought in Ontario;

Among the terms of the Cooperation Agreement is a provision requiring SHC to put
or maintain in place directors’ and officers’ insurance for the Former Directors for a
period of six years following the Offering (as defined therein) in order to ensure that
the Former Directors have sufficient insurance to cover their acts and omissions
during the period that they served as directors and officers of Sears Canada prior

to the closing of the Offering;

The Cooperation Agreement states the following, in relevant part:

(i) SHC will agree to indemnify and hold harmless each of Sears Canada, its
subsidiaries and their respective directors, officers, employees and
representatives from and against all liabilities, claims, damages and costs
(including settlement costs and reasonable fees of counsel) arising out of or based
upon:

o all actions taken in connection with the Offering or at the request of SHC,
provided such actions are taken in good faith and without negligence or
willful misconduct; and

s any breach by SHC of this letter agreement.
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(hereafter the “Indemnification Obligation”);

(ii) For a period of 6 years following the closing of the Offering, SHC will continuously
maintain directors’ and officers’ liability and fiduciary liability coverage for current
and former directors of Sears Canada for acts and omissions in their capacity as
such occurring at or prior to the closing of the Offering...on terms no less
favourable to such directors and officers in any material respect than those of the
insurance policies providing such coverage in effect on the date hereof; provided
that this requirement shall be deemed to be satisfied if SHC elects to obtain
prepaid policies (i.e., “tail coverage”) which in the aggregate provide such directors
and officers with the coverage described herein for an aggregate period of 6 years
following closing of the Offering with respect to claims arising from acts or
omissions that occurred at or before the Closing.

(hereafter, the “Insurance Obligation”);

The Directors’ and Officers’ Insurance Policies

()

(m)

XL is the issuer of primary director and officer coverage for both SHC (the “SHC

XL Policy”) and Sears Canada (the “Sears Canada XL Policy”);

The SHC XL Policy and the Sears Canada XL Policy (collectively, the “XL
Policies”) may each relate to a different policy period with the Sears Canada XL
Policy covering claims based on facts occurring after October 15, 2014 and the

SHC XL Policy covering claims based on events before such date;

The Former Directors’ Insurance Claim is Denied

(n)

()

(P)

On March 8, 2018, and March 19, 2018, the Former Directors provided notice of

the Former D&O Claims to XL under the XL Policies (the “XL Notices");

On May 4, 2018, XL issued coverage letters under the XL Policies (the “Coverage
Letters”) that denied that XL has any obligation to provide coverage and
reimbursement of defence costs to the Former Directors in respect of the Former

D&O Claims;

Because XL has refused to reimburse defence costs or indemnify against liability

pursuant to the SHC XL Policy, the Former Directors have engaged Covington &



(a)

(r)

(s)

9A
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Burling LLP (“Coverage Counsel”) to pursue coverage under the SHC XL Policy
and, if necessary, by commencing proceedings in the United States. Coverage
Counsel may also pursue coverage, including by commencing proceedings, if

necessary, in relation to the Sears Canada XL Policy;

Unless and until there is a determination that the SHC XL Policy does provide
coverage for defence costs and indemnification for liability, there is good reason to
believe that SHC may not be in compliance with the Insurance Obligation
including, in particular, the obligation undertaken by SHC to “continuously maintain

directors’ and officers’ liability and fiduciary liability coverage”;

Given that XL has denied coverage and that defence costs are not being paid by
XL, it does not appear that SHC “continuously” maintained the required coverage
in place since as at present XL is asserting that the specified coverage does not

exist;

Further, the Indemnification Obligation imposes a general obligation on SHC that
is in addition to the Insurance Obligation, including the duty to fund defence costs

and the costs of coverage counsel, at least on an interim basis;

Request for Indemnification from SHC

(t)

The Sears Canada XL Policy and the SHC XL Policy provide coverage that is
stated to be secondary to amounts that the Former Directors are able to recover
through corporate indemnification agreements provided by, respectively, Sears
Canada and SHC. Any Sears Canada indemnification agreements are of little
practical effect given that Sears Canada is insolvent. Further, SHC has taken the
position that the indemnification provisions in its corporate Charter only require

SHC to indemnify directors and officers of Sears Canada for periods when they



(u)

v)

oB
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were also acting as directors or officers of SHC, and only if those Former Directors

had been specifically asked by SHC to undertake a position with Sears Canada;

To date, SHC has taken the position that, at best, it may have an obligation to
indemnify certain of the Former Directors, but only in respect of the limited period
in which these Former Directors concurrently served as directors of Sears Canada
and were employed by SHC. SHC has indicated that any such indemnity would be
quite limited given that the relevant period of time appears to predate many of the
Former D&O Claims. In any event, and as at the present date, SHC has not
provided any indemnity to any of the Former Directors in respect of any time

period;

SHC'’s conduct, including its failure to place insurance coverage that is responsive

to the Former D&O Claims, is oppressive to the rights of the Former Directors;

Additional Grounds

W)

()

)

()

(aa)

(bb)

The further grounds as set out in the Affidavit of William Richard Harker, dated

August 10, 2018;

the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended,;

Rules 1.04, 1.05, 2.03, 3.02, 16, 38 and 57 of the Rules of Civil Procedure, RRO

1990, Reg. 194,

Sections 96, 97, 99, 101 and 131 of the Courts of Justice Act, RSO 1990, ¢ C-43;

Section 242 of the Canada Business Corporations Act, RSC, 1985, ¢ C-44; and

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



oC
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3. The following documentary evidence will be used at the hearing of the application:

(a) the Affidavit of William Richard Harker, dated August 10, 2018; and

(b) such further and other evidence as the lawyers may advise and this Honourable

Court may permit.

September 4, 2018 CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
40 King Street West
Toronto, ON M5H 3C2

John N. Birch LSO #: 38968U
Tel:  416.860.5225

Fax: 416.640.3057
jbirch@casselsbrock.com

Mary |.A. Buttery LSO #: 34599R
Tel: 604.691.6118

Fax: 604.691.6120
mbuttery@casselsbrock.com

Natalie Levine LSO #: 64908K
Tel:  416.860.6568

Fax: 416.640.3207
nlevine@casselsbrock.com

Lawyers for the Applicants
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Court File No. CV-17-11846-00CL
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
SEARS CANADA INC., 9370-2751 QUEBEC INC.,

191020 CANADA INC., THE CUT INC., SEARS CONTACT SERVICES INC.,
INITIUM LOGISTICS SERVICES INC., INITIUM COMMERCE LABS INC,,
INITIUM TRADING AND SOURCING CORP.,

SEARS FLOOR COVERING CENTRES INC., 173470 CANADA INC.,
2497089 ONTARIO INC., 6988741 CANADA INC., 10011711 CANADA INC.,

1592580 ONTARIO LIMITED, 955041 ALBERTA LTD., 4201531 CANADA INC,,
168886 CANADA INC., AND 3339611 CANADA INC.

the Applicants
AFFIDAVIT OF WILLIAM RICHARD HARKER
(sworn August 10, 2018)

[, William Richard Harker, of the City of Old Tappan, in the State of New Jersey,

MAKE OATH AND SAY:

1. I am a former director of Sears Canada Inc. (“Sears Canada”), which, along with
certain of its affiliates (the “Applicants”) and SearsConnect, was granted protection
under the Companies’ Creditors Arrangement Act (the “CCAA”) in these proceedings (the
“Sears CCAA Proceedings”). Among the parties to the Sears CCAA Proceedings are
thirteen former directors and officers of Sears Canada, ten of whom (namely, Ronald D.
Boire, William R. Harker, William C. Crowley, Deidra Merriwether, Ephraim J. Bird,
Douglas Campbell, Klaudio Leshnjani, James McBurney, Calvin McDonald, and Donald
Ross) are currently represented by Cassels Brock & Blackwell LLP (“Cassels Brock”) in

these proceedings (each a “Former Director” and, collectively, the “Former Directors”).

LEGAL*46308774.12
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2.

Along with my seven years of experience on the Sears Canada board of directors, | have
been involved with the Former Directors’ day-to-day strategy regarding the Sears CCAA
Proceedings and, accordingly, | have personal knowledge of the matters to which |
hereafter depose. [n addition, | have knowledge based on a review of the documents
referred to herein, or, where indicated, the advice of others, in which case | verily believe

such information to be true.

2. This affidavit is sworn on behalf of the Former Directors in support of their
application for an order requiring Sears Holdings Corporation (“SHC”) to provide the

Former Directors with interim funding of defence costs.

. Background Regarding the Former Directors

3. | also served as an officer of SHC from 2005 to 2012. | joined SHC as
Vice-President and Chief Counsel in 2005, and became Senior Vice-President, General
Counsel and Corporate Secretary in 2006. | also served as Senior Vice-President,
Human Resources in 2008 and 2009. | began my tenure at Sears Canada in 2008 as a
member of its board of directors. Over the following years, | held various roles on the
board of directors, including Vice Chair of the Board, and Chair, Investment Committee
and Chair, Human Resources and Compensation Committee. | ceased acting as a

director of Sears Canada in May 2015.

4. Although | have held various legal counsel roles at SHC or corporations that are
connected to it, nothing that | state in this affidavit is privileged information and it is clearly

my intention not to disclose such information publicly.

LEGAL*46308774.12
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5. The remaining Former Directors are all former directors and in some instances,
former officers, of Sears Canada. Attached hereto and marked as Exhibit “A” is a chart
setting out the dates the Former Directors served as directors of Sears Canada, as well

as certain additional positions they occupied during their tenure at Sears Canada.

il Relationship Between Sears Canada and SHC

6. Prior to the fall of 2014, and as SHC owned the majority of its common stock at that

time, Sears Canada was a subsidiary of SHC.

7. On or about May 14, 2014, SHC announced that it was exploring strategic
alternatives for its 51.0% interest in Sears Canada, including a sale of SHC’s interest in
Sears Canada, or of Sears Canada as a whole. Following this announcement, and at the
request of SHC, Sears Canada announced that its board of directors and management
intended to fully cooperate with SHC in the process in order to achieve value for all

shareholders.

8. In connection therewith, Sears Canada established a committee made up of its
independent directors to oversee its cooperation and engagement with SHC (the

“‘Committee”). | was not a member of the Committee.

9. On or about September 28, 2014, SHC announced that its board of directors had
determined that it was in SHC's best interests, and the best interests of its shareholders,
to divest its ownership of Sears Canada by way of an offering (the “Rights Offering”).
SHC requested the cooperation of Sears Canada in connection with the Rights Offering.

Attached hereto and marked as Exhibit “B” is a copy of the Registration Statement
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under the Securities Act of 1933, as filed with the Securities and Exchange Commission
on October 15, 2014, setting out, in greater detail, the circumstances leading to the Rights
Offering, as well as the details of the Rights Offering itself (the “Registration

Statement”).

10.  As further detailed in the Registration Statement, on or about October 1, 2014, the
Board of Directors of Sears Canada, with the advice and on the recommendation of the
Committee, approved SHC’s request for cooperation in connection with the Rights
Offering, subject to a number of conditions which included, among others, the condition
that SHC would “agree to maintain the directors and officers liability and fiduciary liability
coverage for current and former directors and officers of Sears Canada relating to matters
occurring at or prior to the closing of the Rights Offering for a period of six years

thereafter.”

11.  Accordingly, on October 1, 2014, Sears Canada and SHC entered into a
cooperation agreement in the form of a letter agreement setting out the terms and
conditions on which Sears Canada would cooperate with SHC to facilitate SHC’s offering
(the “Cooperation Agreement”). Attached hereto and marked as Exhibit “C” is a copy

of the Cooperation Agreement.

12. The Cooperation Agreement states (on page 5) that it is governed by the laws of
Ontario and the federal laws of Canada applicable in Ontario. Further, in the Cooperation
Agreement, SHC and Sears Canada agreed to submit to the exclusive jurisdiction of the
Ontario courts sitting in Toronto in regard to “any action, application, reference, or other

proceeding arising out of or related to this letter agreement.”
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13. Among the terms of the Cooperation Agreement is a provision that SHC would
provide directors’ and officers’ insurance for the benefit of the current and former directors
and officers of Sears Canada until 2020. More specifically, the Cooperation Agreement

requires SHC to

continuously maintain directors’ and officers’ liability and fiduciary
liability coverage for current and former directors and officers of
Sears Canada for acts and omissions in their capacity as such
occurring at or prior to the closing of the Offering with insurer(s) that
have at the time such coverage is written the same or higher A.M.
Best rating as the current primary insurer on terms no less
favourable to such directors and officers in any material respect than
those of the insurance policies providing such coverage in effect on
the date hereof; provided that this requirement shall be deemed to
be satisfied if SHC elects to obtain prepaid policies (i.e., “tail
coverage”) which in the aggregate provide such directors and
officers with the coverage described herein for an aggregate period
of 6 years following the closing of the Offering with respect to claims
arising from acts or omissions that occurred at or before the closing.

14.  Because of this provision, | understood that SHC would put or maintain in place
directors’ and officers’ insurance for me and all other directors and officers of Sears
Canada for a period of six years following the Rights Offering. | further understood that the
purpose of this provision was to ensure that the Former Directors had sufficient insurance
to provide defence and indemnity coverage for alleged acts and omissions during the
period that they served as directors and officers of Sears Canada prior to the closing of

the Rights Offering (i.e., when Sears Canada was a subsidiary of SHC).

15.  Accordingly, and following the execution of the Cooperation Agreement, it was my
understanding that SHC would arrange for and maintain directors’ and officers’ insurance
and that such insurance would provide defence and indemnity coverage for any Claims

(as defined therein) arising prior to the date of October 15, 2014 (and while Sears Canada
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was a subsidiary of SHC), and further, that this insurance would be in place for a period of

six years following the closing of the Rights Offering.

16.  The Former Directors have received from SHC a copy of the primary directors’ and
officers’ ("D&O”) insurance policy obtained by SHC for the policy year from May 15, 2017
to May 15, 2018 which was issued by XL Specialty Insurance Company (“XL”) (the “SHC
XL Policy”), relevant portions of which are attached as Exhibit “D” and irrelevant

portions of which have been omitted or redacted.

17. It was also my understanding that, for the period after the Rights Offering, Sears
Canada would arrange for and maintain my directors’ and officers’ insurance (and the
directors’ and officers’ insurance for the Former Directors) for the period after the date of
October 15, 2014 in respect of any Claims (as defined therein) arising thereafter.
Attached hereto and marked as Exhibit “E” is a copy of the relevant portions of the
primary D&O insurance policy that Sears Canada purchased from XL for the policy period
from October 15, 2016 to October 15, 2017 (the “Sears Canada XL Policy”), in respect of

which a run-off policy was later purchased.

18. The SHC XL Policy and the Sears Canada XL Policy (collectively, the “XL
Policies”), may each relate to a different policy period in light of the specific
endorsements in each policy. In particular, Endorsement 4 of the Sears Canada XL

Policy states as follows:

In consideration of the premium charged, no coverage will be available under this Policy for Claims
based upon, arising out of, directly or indirectly resulting from, in consequence of, or in any way
involving any fact, circumstance, situation, transaction, event or Wrongfut Act, underlying or alleged
in any prior and/or pending litigation or administrative or regulatory proceeding or arbitration which
was brought prior to October 15, 2014.
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19.  As such, the Former Directors are concerned that the Sears Canada XL Policy will
not cover any claims based on facts occurring prior to October 15, 2014 and thus they will
have to rely on the SHC XL Policy in respect of any claims seeking to hold them liable for

alleged acts or omissions of such Former Directors occurring before such date.

20. As is detailed further herein, a number of claims have been made against the
Former Directors in the Sears CCAA Proceedings. Notice of these claims has been
provided to XL in accordance with both the SHC XL Policy and the Sears Canada XL
Policy. However, and as detailed further herein, XL has, to date, denied coverage
(including payment of defence costs as incurred) to the Former Directors under both the

SHC XL Policy and the Sears Canada XL Policy.

M. The Sears CCAA Proceedings

a. The Initial Order

21. OnJune 22,2017, the Applicants and SearsConnect sought and obtained an initial
order (as amended and restated on July 13, 2017, the “Initial Order”) under the CCAA
which, among other things, appointed FTI Consulting Canada Inc. as monitor of the
Applicants in the Sears CCAA Proceedings (the “Monitor”) and, further, granted an initial
stay of proceedings against the Applicants until July 22, 2017 (the “Stay Period”).

Attached hereto and marked as Exhibit “F” is a copy of the Initial Order.

22.  The Stay Period has been extended numerous times, most recently on July 24,
2018, at which time the Stay Period was extended from July 31, 2018 to December 18,

2018.
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b. The Claims Procedure Order

23.  On December 8, 2017, the Court issued an order (the “Claims Procedure Order”)
approving a claims process (the “Claims Process”) for purpose of identifying,
determining, and adjudicating claims of creditors against the Applicants and their current
and former officers and directors. Attached hereto and marked as Exhibit “G” is a copy

of the Claims Procedure Order.

24. As set out in the Claims Procedure Order, a “Claim” is defined to include the

following:

any right or claim of any Person against one or more of the Directors
and/or Officers howsoever arising, whether or not such right or claim
is reduced to judgment, liquidated, unliquidated, fixed, contingent,
matured, unmatured, disputed, undisputed, legal, equitable,
secured, unsecured, perfected, unperfected, present, future, known,
or unknown, by guarantee, surety, or otherwise, and whether or not
such right is executor or anticipatory in nature, including any
Assessments and any right or ability of any person to advance a
claim for contribution, indemnity or otherwise against any of the
Directors and/or Officers with respect to any matter, action, cause or
chose in action, however arising, for which any Director or Officer is
alleged to be, by statute or otherwise by law or equity, liable to pay in
his or her capacity as a Director or Officer (each a “D&0O” Claim”,
and collectively, the “D&O0O Claims”).

25.  The Claims Procedure Order further defines “Director” as “anyone who is or was or
may deemed to be or have been, whether by statute, operation of law or otherwise, a

director or de facto director of any of the [Applicants], in such capacity”.

26. The Claims Procedure Order provides a similar definition for “Officer”.
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C. The Employee and Retiree Claims Procedure Order

27. On February 22, 2018, the Court issued a further order establishing a claims
procedure (the “E&R Claims Process”) for the identification and quantification of
Employee Claims and Retiree Claims (as defined therein) against (i) the Applicants and
(iiy the current and former directors of the Applicants (the “E&R Claims Procedure
Order”). Attached hereto and marked as Exhibit “H” is a copy of the E&R Claims

Procedure Order.

d. The Litigation Investigator Order

28. Inaddition, on March 2, 2018, the Court issued an order appointing Lax O’Sullivan
Lisus Gottlieb LLP as “Litigation Investigator” (the “Litigation Investigator”) in the Sears
CCAA Proceedings (the “Litigation Investigator Order”). Attached hereto and marked
as Exhibit “I” is a copy of the Amended Litigation Investigation Order in the amended

form which it was issued on April 26, 2018 following a subsequent court hearing.

29.  Pursuant to the Litigation Investigator Order, the Litigation Investigator has been

appointed for the purpose of

investigating, considering, and reporting to the Creditors’ Committee
(defined below), regarding any rights or claims, whether legal,
equitable, statutory or otherwise, that the Sears Canada Entities
and/or any creditor of any of the Sears Canada Entities may have as
against any parties, including but not limited to current and former
directors, officers, shareholders and advisors of any of the Sears
Canada Entities.
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30. The Litigation Investigator Order also provides that the Litigation Investigator “may
investigate any and all claims regardless of whether such claims have been included by

creditors’ proofs of claims filed pursuant to the Claims Procedure Order.”

V. Claims Made Against the Former Directors & Officers

31. Since the Claims Procedure Order and the E&R Claims Procedure Order were

issued, numerous Former D&O Claims have been submitted to the Monitor.

32. The Former D&O Claims seek to hold the Former Directors liable based on alleged
acts and omissions taking place while such Former Directors were acting as directors
and/or officers of Sears Canada and generally relate to the following matters, among

others:

(@)  the dividend paid to certain shareholders of Sears Canada on December

31, 2012 in the approximate amount of $102 million;

(b)  the dividend paid to certain shareholders of Sears Canada on December 6,

2013 in the approximate amount of $509 million;

(c) Sears Canada’s surrender of its exclusive right to use the Craftsman
trademark in Canada in connection with the sale by SHC of the Craftsman

business to Stanley Black & Decker in March 2017;

(d) alleged assurances and representations made by the Directors and others
about the solvency of Sears Canada and its ability to continue to meet its

obligations under various leases and other agreements;
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alleged liability for environmental contamination/remediation and building

rectification;

allegations regarding misrepresentations regarding the detrimental

consequences of not purchasing extended warranties;

allegations of oppression, breaches of fiduciary duty, and transactions at
undervalue, and alleged failure to ensure that Sears Canada adequately

funded its contractual obligations, including lease obligations;

alleged claims by employees of Sears Canada and its affiliates on account
of wages, salaries, commissions, other compensation, benefits, and
amounts payable pursuant to applicable employment standard statutes and
corporate statutes (such as the Canada Business Corporations Act),
including statutes of multiple Canadian provinces where Sears Canada

carried on business;

alleged liability in the action brought by 1291079 Ontario Limited in the
Ontario Superior Court of Justice (Milton) (Court File No. 4114/15) and an
earlier action (Milton Court File No. CV-3769/13-CP) against Sears
Canada, SHC, certain of the Former Directors (William C. Crowley, William
R. Harker, Donald C. Ross, Ephraim J. Bird, and Douglas Campbell), and

others relating to the Sears Hometown Dealer store program; and

allegations arising from alleged underfunding of Sears Canada’s pension

plan including allegations of liability therefor made by Morneau Shepell Ltd.
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in its capacity as Administrator of Sears Canada’s Registered Retirement

Plan).

33. A number of the Former D&O Claims also allege, among other things, that the

Former Directors engaged in acts or omissions while serving as directors and/or officers

of Sears Canada, including that they:

(a)

(b)

(c)

(d)

(e)

engaged in negligent and/or wrongful conduct;

breached their fiduciary duties owed to Sears Canada, its creditors, and/or

others;

approved of dividends to shareholders to the corresponding detriment of

creditors (oppressive conduct);

approved of transactions at under value to the detriment of Sears Canada

and/or its creditors;

conspired with others in furtherance of their negligent and/or wrongful

conduct; and

failed to ensure that Sears Canada adequately funded its obligations under
its contractual agreements, including leases and pension plans, when they
knew that failing to do so would be unjustifiably prejudicial to Sears

Canada’s creditors.
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34.  The quantum of the Former D&O Claims is significant. Indeed, a number of the
Former D&O Claims individually assert pre-filing claims (for the period up to and including

June 22, 2017) each in the amount of $750 million.
V. Claims Against the Former Directors and Retaining of Legal Counsel

35. After the Claims Procedure Order was issued, | became aware that D&O Claims
were going to be submitted against the Former Directors in accordance with the Claims

Process (“Former D&O Claims”).

36.  Accordingly, around February 24, 2018, the Former Directors and three other

former directors of Sears Canada retained Cassels Brock for the purpose of:

(a) preparing and submitting proofs of claim on behalf of the Former Directors

in accordance with the Claims Process;

(b) reviewing and responding to any Former D&O Claims submitted during the

Claims Process;

(c) consulting with the Monitor in respect of any Former D&O Claims submitted

during the Claims Process;
(d) otherwise generally defending the claims against the Former Directors; and

(e) preparing and submitting notifications to the insurance companies that
provided directors’ and officers’ insurance during the time period that the

Former Directors held director or officer positions with Sears Canada.
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37.  Since being retained by the Former Directors, Cassels Brock has been required to

do, among other things, the following on behalf of the Former Directors:

(a)

(€)

(e)

prepare and file claims on behalf of the Former Directors against the
Applicants and SearsConnect and against the other Directors and Officers
in accordance with the Claims Procedure Order (including obtaining
relevant documents from various sources because the Former Directors are
no longer affiliated with Sears Canada and lack any access to its

documents);

prepare for and attend hearings on behalf of the Former Directors, including
in connection with the Claims Processes, the appointment of a litigation
investigator (discussed below) and the preservation of privilege assertable
by the Former Directors in connection with any litigation that may be

brought;

review and investigate the Former D&O Claims;

consult and work with the Monitor to review the Former D&0O Claims, in
accordance with the terms of the Claims Procedure Order and the E&R

Claims Procedure Order;

review the SHC XL Policy and the SHC Canada XL Policy and submit
notices of claims for indemnity and payment of defence costs on behalf of

the Former Directors thereunder; and
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(f provide ongoing updates to XL and the other insurers as more information

about claims was provided by the Monitor.

38. In connection with the foregoing, and given that the Former Directors did not have
access to funding for the legal fees incurred in the Sears CCAA Proceeding, the Former
Directors have instructed Cassels Brock to only take those steps reasonably necessary to
protect the interests of the Former Directors and defend them against claims until XL
agrees to reimburse defence costs and provide indemnification under the XL Policies.
The Former Directors are individuals with different degrees of financial means and many
of them do not have sufficient personal resources to pay even defence costs out of their

own pocket (let alone any damages for which they may later be found liable).

VL. Claims Under the SHC XL Policy and the Sears Canada XL Policy are Made
on behalf of the Former Directors

39. Onorabout March 8, 2018, and in order to, among other things, obtain payment of
defence costs, John Birch (“Mr. Birch”), a partner of Cassels Brock, notified XL, pursuant
to the Sears Canada XL Policy, of the Former D&O Claims (the “Sears Canada XL

Notice”).

40. The Sears Canada XL Notice set out, among other things, the following:

(a) a detailed and particularized list of the nature of the claims and allegations
that were being asserted against the Former Directors within the Sears

CCAA Proceedings;

(b) steps taken by the Former Directors to protect their position and obtain

indemnification from the Applicants, including the filing of proofs of claim
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against the Applicants in accordance with the Claims Process, as well as
the filing of proofs of claim against the directors and officers of Sears
Canada for the purposes of seeking contribution and indemnity from the
other directors of the Applicants, to the extent that those directors may also

be liable; and

(c) a request that XL consent to incur, and agree to reimburse, the Defence
Expenses (as that term is defined in the Sears Canada XL Policy), including

Defence Expenses incurred as at the date of the Sears Canada XL Notice.

41.  On or about March 19, 2018, Mr. Birch provided a substantially similar notice to XL
pursuant to the SHC XL Policy (the “SHC XL Notice” and, together with the Sears

Canada XL Notice, the “XL Notices”).

42.  On April 5, 2018, Mr. Birch sent an email to Tammy Yuen of Skarzynski Black LLC
(“Skarzynski”) to confirm that Skarzynski had been retained as counsel to XL in its
capacity as the D&O insurance provider for both SHC and Sears Canada. In this email,
Mr. Birch provided another copy of the XL Notices and a ZIP file containing all of the
correspondence and other claims notices. Attached hereto and marked as Exhibit “J” is

a copy of Mr. Birch’s email of April 5, 2018.

43. On May 1, 2018, Mr. Birch sent a further email to Ms. Yuen (among others) to
provide an update on the Sears CCAA Proceedings, the manner in which supporting
documents would be provided in connection with the Sears Canada XL Notice, as well as
to request “that arrangements be made to pay the legal fees of [Cassels Brock] in

connection with responding to the numerous claims and threatened claims of which
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[Cassels Brock had] received notice and which have been reported to the insurers.

Attached hereto and marked as Exhibit “K” is a copy of Mr. Birch’'s email of May 1, 2018.

44, On May 4, 2018, Ms. Yuen sent an email to Mr. Birch, with a copy to XL’s Canadian
counsel, Paul Stein of Gowling WLG (Canada) LLP (“Gowlings”), stating that it had not
reviewed the materials provided in Mr. Birch’s email of May 1, 2018, but that coverage
letters would be issued later that same date (“Coverage Letters”). Attached hereto and

marked as Exhibit “L” is a copy of Ms. Yuen’s email of May 4, 2018.

45.  On May 4, 2018, both Gowlings, in its capacity as counsel for XL in connection with
the Sears Canada XL Notice, and Skarzynski, in its capacity as counsel for XL in
connection with the SHC XL Notice, issued Coverage Letters. Attached hereto and

collectively marked as Exhibit “M” are copies of the Coverage Letters.

46. The Coverage Letters acknowledge receipt of the SHC XL Notice and the Sears
Canada XL Notice, and state, among other things, that “only two of the noticed matters

currently constitute ‘Claims.”

47. “Claim” is defined in both the SHC XL Policy and the Sears Canada XL Policy as

follows:

(1) a written demand for monetary or non-monetary relief;

(2) any civil or criminal judicial proceeding in a court of law or equity, arbitration or other alternative
dispute resolution; or

(3) a formal civil, criminal, administrative, or regulatory proceeding or formal investigation.
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48. The Coverage Letters go on to, in essence, deny that XL has any obligation to
provide coverage for and pay the Former Directors’ defence costs in respect of the

Former D&O Claims.

49. On May 7, 2018, and following receipt of the Coverage Letters, Mr. Birch sent
further email correspondence to both Ms. Yuen and Mr. Stein to advise that the Monitor
had received additional Former D&O Claims. Attached hereto and marked as Exhibit

“N” is a copy of Mr. Birch’s email of May 7, 2018.

50. On May 28, 2018, Mr. Birch sent a further email to Ms. Yuen and Mr. Stein stating,

among other things, that:

(a) Ms. Yuen had previously advised that the coverage position taken in the
Coverage Letters did not take into account the supplementary claims

information provided to XL and the other insurers after March, 2018;

(b)  the Former Directors disagreed with the coverage position taken in the
Coverage Letters and reserved all of their rights regarding seeking relief on

the coverage issue;

(c) it was evident from the additional information provided on May 1, 2018 and
May 7, 2018 that numerous “Claims” within the meaning of the SHC XL
Policy and the Sears Canada XL Policy have been asserted and need to be

defended; and

(d)  Ms. Yuen and Mr. Stein should immediately review the additional claims

information that had been provided to XL and the other insurers after
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March, 2018, and confirm that XL would provide payment of defence costs,
failing which the Former Directors would have coverage counsel seek the

appropriate relief.

51.  Attached hereto and marked as Exhibit “O” is a copy of Mr. Birch’s email of May

28, 2018.

52. OnJune 18, 2018, Mr. Stein sent a further letter to Mr. Birch stating, among other
things, that “[n]Jone of the Additional Noticed Matters (as defined therein) presently appear
to constitute a Claim under the A-Side Policy because those matters do not appear to fall
within the definition of Claim as set out above” and further, that “...for any of the Additional
Noticed Matters in connection with which notice was first provided to [XL] after February
12, 2018, [XL] cannot accept such Additional Noticed Matters as notice of Claim or
Wrongful Act under the A-Side Policy.” Attached hereto and marked as Exhibit “P” is a

copy of Mr. Stein’s letter of June 18, 2018.

53. On July 31, 2018 Mr. Stein sent a further letter to Mr. Birch asking for additional
information about activities that had been undertaken to respond to the claims filed

against the Former Directors in the Sears CCAA Proceedings.

54.  On August 3, 2018, Mr. Birch sent a letter to both Mr. Stein and Ms Yuen to provide
the information requested in Mr. Stein’s letter of July 31, 2018, and to advise that XL’s
continued failure to acknowledge its defence obligations has negatively affected Cassels

Brock’s ability to adequately defend and protect the interests of the Former Directors.
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55.  Notwithstanding this correspondence, and as at the present date, XL has not
agreed to provide indemnification of liability or payment of defence costs, whether under

the SHC XL Policy or under the Sears Canada XL Policy.

Vil. Steps Taken by Former Directors and Officers Following Receipt of the
Coverage lLetters

56. Because XL has refused to reimburse defence costs or indemnify against liability
pursuant to the SHC XL Policy, the Former Directors have unanimously decided to
engage Covington & Burling LLP (“Coverage Counsel”) for the purposes of pursuing
coverage under the SHC XL Policy and any related excess policies. Coverage Counsel
may also seek similar relief in relation to the Sears Canada XL Policy and any related

excess policies.

57. The SHC XL Policy was issued in the United States and therefore proceedings, if
necessary, are likely to be brought in the United States. | have been advised by Coverage
Counsel, and believe, that, in the best case, it could easily take a minimum of three to six
months to obtain a ruling on the issue of coverage for defence costs. This timing
assumes that Coverage Counsel is able to commence legal proceedings, prepare and file
a summary judgment or other appropriate motion, and obtain a decision within that
timeframe. If there is an appeal of the decision at first instance, the process will be

considerably longer.
VIll. Defence Costs Incurred by the Former Directors to Date

58. On July 24, 2018, the Court granted an order extending the date by which the

Monitor must complete its review of the Claims to October 1, 2018. Attached hereto and
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marked as Exhibit “Q” is a copy of the Order extending the claims review date (the

“Claims Review Date”) to October 1, 2018.

59. Given the estimated timelines provided by Coverage Counsel with respect to
adjudicating coverage issues in the United States, | am concerned that the Former
Directors (with the potential exception of Deidra Merriwether, as discussed further below),
will not have any source of funding for the work that Cassels Brock will be required to

perform on behalf of the Former Directors in the interim.

60. In this regard, | have been advised by Natalie Levine (“Ms. Levine”), a partner of
Cassels Brock, and believe, that a significant amount of work is still required in connection

with the Former D&O Claims, including, among other things, the following:

(@) Cassels Brock must complete its review and analysis of the Former D&O

Claims;

(b) Cassels Brock must, pursuant to the Claims Procedure Order and the E&R
Claims Procedure Order, consuit with the Monitor on the Former D&O
Claims to ensure a decision is rendered by the Monitor on or prior to the

Claims Review Date;

(c) Cassels Brock anticipates that, pursuant to the Litigation Investigator Order,
the Litigation Investigator will release a report that may recommend further

claims and/or proceedings against the Former Directors and others;

(d) a motion has been filed by Representative Counsel to the court-appointed

Representatives of employees and retirees seeking a declaration that the
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amount of the pension plan wind up deficit is deemed to be held in trust for
the beneficiaries of the Sears Canada Plan (as defined therein). | am
advised by Ms. Levine, and believe, that this motion may necessitate
participation by the Former Directors because the subject matter may be

relevant to the Former D&O Claims; and

() a motion has been filed to remove the current board of directors of Sears
Canada, and | am advised by Ms. Levine and believe, that this motion will
necessitate participation by the Former Directors because of its potential

impact on the Former D&O Claims.

61. To date, the Former Directors have incurred in excess of $300,000 in legal fees.

62. It was not my expectation when Cassels Brock was retained that |, and the other
Former Directors, would personally be required to pay the legal fees incurred in the
context of the Sears CCAA Proceeding. Rather, it was my expectation that payment of my
and the other Former Directors’ defence costs would be made by XL pursuant to the SHC
XL Policy and the Sears Canada XL Policy shortly after notice of the claims was given to

XL.

63. However, as coverage (including payment of defence costs as incurred) has been
denied under both the SHC XL Policy and the Sears Canada XL Policy, the Former

Directors have been required to personally pay for the legal fees incurred to date.

64. |am advised by Ms. Levine and believe, that of the thirteen individuals who initially

retained Cassels Brock, two have since terminated their engagement of Cassels Brock

LEGAL*46308774.12

32



-23-

because they were unable to afford their share of Cassels Brock’s fees, and one other

individual has engaged other counsel for unrelated reasons.
IX. Request for Indemnification from SHC

65. It was my understanding at the time Cassels Brock was retained, and based on
indemnification obligations of SHC and Sears Canada and the Cooperation Agreement,
that the Former Directors would have valid, effective insurance coverage purchased by
SHC that would cover liability and defence costs to the extent provided for in the

Cooperation Agreement.

66. The Sears Canada XL Policy and the SHC XL Policy provide coverage that is
stated to be secondary to amounts that the Former Directors are able to recover through
corporate indemnification agreements provided by, respectively, Sears Canada and
SHC. Although Sears Canada entered into Indemnification Agreements with at least
some of the Former Directors, such indemnification is of little practical effect given that
Sears Canada has not paid the costs to defend any of the Former Directors against the
Former D&O Claims and is insolvent. Further, SHC has taken the position that the
indemnification provisions in its corporate Charter only require SHC to indemnify directors
and officers of Sears Canada for periods when they were concurrently acting as directors
or officers of SHC and only if those Former Directors had been specifically asked by SHC
to undertake a position with Sears Canada. SHC has therefore taken the position that it is
only prepared to fully indemnify one Former Director, namely Deidra Merriwether, and
only in respect of liability arising out of events occurring between February 3, 2008 and

May 21, 2012. However, since all or substantially all of the claims against the Former
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Directors are based on events after May 21, 2012, it appears that SHC’s agreement to

indemnify Ms. Merriwether for this period is of little practical significance.

67. A number of the other Former Directors (namely Ronald Boire, William Crowley,
and |) held positions at SHC at various times, but SHC has taken the position that, at best,
there may be an obligation to indemnify me and Mr. Crowley for the limited period in which
each of us concurrently served as directors of Sears Canada and were employed by
SHC. However, SHC has indicated that any such indemnity would be quite limited given
that the relevant period of time appears to predate many of the Former D&O Claims. In
any event, and as at the present date, SHC has not provided any indemnity to any of us in

respect of any time period.

68.  All other Former Directors (namely, Ephraim J. Bird, Douglas Campbell, Klaudio
Leshnjani, James McBurney, Calvin McDonald, and Donald Ross) never held any officer
or director position at SHC and therefore SHC takes the position that the SHC corporate

indemnification obligation does not apply to them.

69. To date, SHC has declined our request that it provide reimbursement of defence
costs to the Former Directors on an interim basis. SHC’s refusal to do so has placed
financial pressure on the Former Directors which has negatively affected Cassels Brock’s
ability to represent the Former Directors and defend against the Former D&O Claims. In
this regard, Cassels Brock has not been able to meet with the Monitor to discuss the
Former D&O Claims, and further, Cassels Brock has not been able to adequately pursue
information-gathering from Sears Canada and its counsel concerning the Former D&O

Claims.
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70. | am advised by Mr. Birch, and believe, that SHC (through its Canadian counsel)
has also refused or been unresponsive to his requests for interim funding of defence

costs pending a final determination of coverage issues.

71.  The Former Directors are not, at this stage, seeking any determination that SHC
has breached the Cooperation Agreement. Rather, the fact that XL has so far denied
coverage under the SHC XL Policy indicates that there is a potential question about
whether SHC purchased the required insurance coverage for the Former Directors and,
by extension, whether SHC complied with the insurance provisions of the Cooperation

Agreement.

X. Conclusion

72.  Accordingly, the Former Directors seek an order

(@)  directing SHC, on an interim basis, to pay the Former Directors’ legal fees
(and reimburse any amounts already incurred) associated with these CCAA
proceedings of Sears Canada including legal fees associated with
defending against and responding to claims asserted in or arising out of
these proceedings, and costs of Coverage Counsel (collectively, “Funded

Amounts”); and

(b) allowing SHC to recover from each Former Director any Funded Amounts
previously paid by SHC to such Former Director, but only to the extent that

such Funded Amounts are later reimbursed by XL, or any other insurance
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company providing directors’ and officers’ insurance, to such Former

Director.

73.  In bringing this motion, it is not the intention of the Former Directors to affect the
rights of any party in regard to the XL Policies or obtain any determination of coverage
under the XL Policies. Instead, the Former Directors seek this interim relief so that they
may have funding for counsel until such time as coverage under the SHC XL Policy and
related excess policies is finally determined. If the Former Directors wish to seek a final
determination of rights as to whether SHC has complied with, or breached, the
Cooperation Agreement, that will be the subject of a separate legal proceeding, if
necessary. However, the Former Directors continue to hope that either or both of the XL
Policies (and related excess insurance policies issued by other insurers) eventually will
be determined to respond in order to reimburse defence costs and indemnify the Former

Directors against any liability that they may ultimately be found fo have.

SWORN BEFORE ME at the )
o1 _’\\\/"u’\f' §7 0TI

New Jersey on the 10°

Py , i1 ine slate of i

day of August 2018

/ e
A Notary Public in and for the State of New Jersey William Richard Harker
JEREMY FORTUNATO

NOTARY P'UBL)C OF NEW JERSEY
My Commission Expires 4/27/2022
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Name

Position

Applicable Dates

Klaudio Leshnjani

Director

July 2014 — Feb 2016

Executive Vice-President
and Chief Operating Officer;
Executive Vice-President
and Chief Administrative
Officer and General
Counsel; Executive VP,
Financial and Home
Services, Human
Resources and General
Counsel; Senior Vice-
President and General
Counsel; Vice-President
and General Counsel;
Interim General Counsel;
Senior Corporate Counsel,
Legal Counsel

Various dates from 2002 to
February 20186.

William Crowley

Director

March 2005 — April 2015

Chairman of the Board;
Member of the Human
Resources and
Compensation Committee

Various dates from March
2005 to April 2015.

William Harker

Director

November 2008 — April 2015

Member of the Human
Resources and
Compensation Committee;
Member of the Investment
Committee

Various dates from
November 2008 to April
2015.

James R.G. McBurney

Director

April 2010 — April 2015

Member of the Audit
Committee; Member of the
Nominating and Corporate
Governance Committee

Various dates from April
2010 to April 2015.

Ephraim J. Bird

Director

May 2006 — November 2013

Member of the Audit
Committee; Lead Director
of the Board; Member of the
Human Resources and
Compensation Committee;

Various date from May 2006
to June 2016.
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Executive Vice President
and Chief Financial Officer

6 Calvin McDonald Director June 2011 — September
2013

President; Chief Executive Various dates from June
Officer 2011 to September 2013.

7 Danita Stevenson Director April 2014 — April 2015
Senior Vice-President, Various dates from January
Apparel and Accessories; 2013 to April 2015.
Senior Vice-President,
Apparel; Senior Vice-
President, Private Brands,
Dresses

8 Ronald Boire Director January 2015 — August 2015
President; Chief Executive Various dates from October
Officer 2014 to August 2015.

9 Timothy Earl Flemming Director February 2014 — March 2015
Senior Vice-President, Various dates from October
Procurement and Supply 2001 to March 2015.
Chain; Vice-President
Procurement and Supply
Chain; Vice-President
Corporate Procurement and
Speciality Business

10 | Sam Jeffrey Stollenwerck Director April 2014 — June 2017

11 | Deidra Cheeks Merriwether | Director April 2007 — May 2012
Member of the Investment Various dates from April
Committee; Member of the | 2007 to May 2012.
Nominating and Corporate
Governance Committee

12 | Donald Campbell Ross Director May 2012 — April 2014
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Member of the Audit
Committee; Member of the
Nominating and Corporate
Governance Committee;
Member of the Human
Resources and
Compensation Committee

Various dates from May 2012
to April 2014.

13

Douglas Campbell

Director

September 2013 — October
2014

President and Chief
Executive Officer; Executive
Vice-President and Chief
Operating Officer; Senior
Vice-President, Major
Appliances; Vice-President,
Major Appliances and
Electronics; Other
Executive Vice-President
roles

Various dates from March
2011 to October 2014.
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(A Notary Public in and for the State of New Jersey)
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NOTARY FUBLIC OF NEW JERSEY
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UNITED STATES
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The securities offered hereby are of @ Canadian issuer that is permitied, under o maltijurisdiagional disclosure syxtem adupted by the United Statey and Canada, to prepare this short form prospectus in accordance with
the disclosure requirements of Canuda. Prospective investors should be aware that such requirements are different from those of the United States, Financial statements included in or incorporated by reference herein
have been prepared in accordance with International Fipanciol Reporting Standards as issued by the Internarional Accounting Standards Board and thus may not be comparable to financial statements of United

Srates compunies.



Prospective investors should be aware that the acquisition of the securities described herein may have ax conxequences both in the United States and in Canada. Such consequences for investors who are resident in,
or citizens of; the Unired States may not be described fully herein.

The enforcement by investors of civil liabilities under United States fideral securities laws may be affected adversely by the fact that the Corporation is organized under the laws of Canada, that some or all of its officers
and directors, and some or all of the experts named in this short formt prospectas, may be residents of Canada or otherwise reside outside the United States, and that all or « substantial portion of the assets of the
Corporation and said persons may be locared ourside the Lnited States. See "ENFORCEABILITY OF CIVIL LIABILITIES".
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ATION TO THE CONTRARY IS 4 CRIMINAL

THES CLRITIES HAVE NOT BE.
ACCURACY OR ADEQUACY OF Tif.

PPROVED OR DISAPPROVE.
§ PROSPECTUS. ANY REPRES

SSION (THE "SEC") NOR HAS THE SEC PASSED UPON THE

No securities regulatory authority has expressed an opinion about these securities and it is an offence o claim othenwisc. This short form prospectas constitates a public offering of these securities only in diose
Jjurisdictions where they may be lawfully offered for sule and therein only by persons permitted to sell sucl securities.

Information has been incorporated by reference in this short form prospectas from docwments filed with the securities commissions or similur authorities in Canada. Copies of the documents incorporated hevein by
eference may be obtained on yequest withowt charge from the Qffice of the Seevetary of Sears Canacda Inc., 290 Yonge Street, Suite 700, Toronto, Ontario, M5B 203, (416) 9414428 and are also available electronically at
sedar. con,

SHORT FORM PROS PECTUS

October 15,2014

andan: Righ

SEARS CANADA INC.

Up to 40,000,000 Outstanding Common Shares Deliverable Upon Excrcise of the Subscription Rights Distributed by Sears Holdings
Corporation

Scars Holdings Corporation ("Sears Holdings") is distributing, at no charge. to holders of its outstanding common stock ("SHC Stock") as at 5:00 p.m (New York City time)
on October 16, 2014 (the "Reeord Date"), trans femmable subscription rights (“subseription rights”) entitling themto purchase common shares ("Common Shares™) of Scars
Canada Inc. ("Sears Canada” or the "Corporation”) held by Scars Holdings at a price of U.S.$9.50 per whole share (the "Rights Offering”).

Scars Holdings will distributc to cach holder of SHC Stock one subscription right for cach share of SHC Stock held. Each subscription right will entitle the holder to purchasc
0.375643 Comimon Shares any time following such holder's receipt of the subscription rights certificate and untit 5:00 p.m (New York City tinge) (the "Expiry Time") on
November 7. 2014 (the " Expiry Date"). Each subscription right entitles the holder to a basic subscription right and an over-subscription pavilege. Fractional shares or cash
in licu of fractional shares will not be delivered on the Rights Offering. Instead. fractional shares resulting fromthe exercise of the basic subscription ight will be climinated
by rounding down to the nearest whole share. The subseription price was detenmined by Scars Holdings and is the U.S. dollar equivaient of the closing price of the Common
Sharcs on the Toronto Stack Exchange (the "TSX") on Scptember 26, 2014, being the last trading day before which Scars Floldings requested Sears Canada's cooperation
with the filing ofa prospectus qualifying the Common Shares deliverabie upon the excrcise of subscription rights. Further particulars conceming the attributes of the
subscription rights are set out under "The Rights Offering—Description of the Rights Oftering”.

This prospectus qualifies the distribution of the Common Shares upon the exercise of the subseniption rights in cach of the provinees and temritories of Canada.

Secars Holdings cunently owns approximately 51.0% ofthe outstanding Common Shares. It owned approxinately 95.5% of the Conmon Shares prior to November 14, 2012,
when it distributed approximately 44.5% ol the outstanding Common Shares on a pro rata basis to holders of SHC Stock in a partial spin-off. ESL Investments. Inc. and
affiliated entities. including Edward S. Lampert, the Chairman and Chicf Exceutive Officer of Scars Holdings (collectively "ESL"). own approximately 48.5% of Scars
Holdings. As aresult of the partial spin-affin 2012, ESL acquired approximately 27.6% of the Common Shares. Accordingly. Scars Holdings and ESL collectively own
approximately 78.6% of the autstanding Common Shares. Edward S. Lampert and certain other ESL affiliates have advised Scars Holdings that they intend 1o exercise their
pro rafa portion of the sabscription rights in full (representing approxinately 17.5% to 19.0% of the outstanding Conmon Shares) as soon as practicable afier the
subscription rights have been distributed. although they have not entered into any agreement to do so. Accordingly. on campletion of the exereise of the basic subscription
rights in the Rights Offering. it is expected that ESL will own between approximately 45.0% and 47.0% of the Common Shares. ESL has also advised Scars Holdings that it
may increasc its ownership in Scars Canada through its exercisc ofthe over-subscription privilege or through open market purchases of subscription vights or Common
Shares. but only to the extent that such exercise would result in ESL continuing to own less than 50.0% ofthe Common Sharcs upon completion of the Rights Olfering.
However, ESL has not advised us or Scars Holdings of its intentions with respect to future purchases or sales of Common Shares. Notwithstanding ESLs stated

intentions, neither Scars Canada nor Scars Holdings has any agreement. arrangement or understanding with ESL as to the extent ofESLs exercisc of'its over-subseription
privilege. If ESL exercised its basic subscription right as well as the over-subscription right in full, and no other stockholder exercised its subscription rights. ESL would own
between approxinately 67.2% and 69.2% of the Common Shares.

Upon the exercise by Mr. Lampert and the ESL entities of their subscription rights. as described above. Scars Canada will ccasc to be a subsidiary of, or to be controlled by.
Scars Holdings under applicable Canadian laws. 1f all of the subscription rights arc exercised in full in the Rights Offering. Scars Holdings will own approximately 11.7% of
the outstanding Common Shares. Scars Holdings may disposc ofany Common Sharcs that it continucs to own after the Rights Offering. including through sales into the
market or otherwisc. subject to applicable laws.

There is currently no markect through which the subscription rights may be sold and holders may not be able to resell subscription rights. This may affect the pricing of
subscription rights in the secondary market, the transparency and availability of trading prices and liquidity of the subscription rights. The subseription rights are
transferable during the course of the subscription period. Scars Holdings' application 1o list the subscription rights on the NASDAQ Stock Market ("NASDAQ") under the
symbol "SHLDR" has been approved. Scars Canada's application to list its Conmon Shares on the NASDAQ under the symbol "SRSC” has been approved.

The Common Shares are listed for trading on the TSX under the symbol "SCC”. On October 14, 2014, the U.S. dollar cquivalent of the closing price ofa Conmmon Share on
the TSX was U.S.87.65. Sce also "Market For Securitics~Trading Price and Volunx”. The Conmon Shares are not currently listed for trading in the United States.

Subscription Price: U.S.$9.50
per whole Common Share

Sears Holdings has agreed. among other things. to reimburse Scars Canada for all reasonable documented expenses incuned by it in connection with the Rights Offering.
Investing in the subseription rights and Comnmon Shares involve certain risks. Scc "Risk Factors" and "Forward-Looking Statements”.

Prospective investors should be aware that the acquisition or disposition of the securities describedin this prospectus may have tax consequenees in Canada, the United
States, or elsewhere, depending on each particular prospective investor's specifie circumstances. Such consequences may not be deseribed fully herein. Prospective

investors should consult their own tax advisors with respect to such tax considerations.

There is no managing or soliciting dealer for the Rights Offering and neither Sears Holdings nor Sears Canada will pay any fee for the solicitation of the exercise of
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rubscription rights, o underwriler has heen

imolwd ia the pecparation of this prospectus or performed any review ol the contents of Ihls praspectus.

Scars Canuda's regisiernd office i located a1 290 Yange Street, Suite 700, Toronto. Onvano, M5B 22

Certam Canadian legal motters m connection with the Rights Offering will be passed upon on behalf of Sears Canada by Torys LLP and an behalf of Sears Holdings by
Osler, Hoskin & Hurcoun LU and certam legal mutiens relating 1o Unied States laws will be pisssed upon on behalfof Scars Canada by Torys LLP, New York. New Yark and
on behalfof Scars Holdings by Wachtell, Liptom, Rosen and Katz LLP.

Sears Holdings 15 organkad under tie faws ofa toreign jurisdiction and resides outside ot Canada. Although Scars Holdings has sppomted Osler, Hoskin & Harcourt 111,
100 King Strect West, Toronto, Ontario, s its agent for service of mrocess wm Canada, 1 may nol be possible (or investors to enforce judgments obtamed m Canada against
Sears Holdings. In addftion, it may nat be possible to enforce judgments against Sears Holdings obruned i Canadian couns predicated upon the cwvil iabdity provsions of

appheable secunities laiws m Canada.

Certain of the officers and direclom signing the certificates 1o this prospectus reside ouiside of Canada. Furthemune, substantially all of the assets of these individuals may

be located outside of Canada. Although these

mdividuals have appomnted Scars Canada. 200 Yonpe Street, Suite 700, Turanio, Ontano, as thewr sespective agenl for service

ol process m Canada, it may not be possible for mvestors 10 cfitel serviee of process withm Canada upan these individuals, In addition. it may nat be possible 1o enfores
Judgments agamst these individuals obtained in Canadian couns predicated upon the civil hability provisions of applicable secumics laws i Canada.
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Ocvcnption of Scurs Canada

Dosenplion of Scars Holdings

SUMMARY

Thie information set forih betov is a siman onlv apd is gualijed i its entivere by the detaded informmtion appearing clsewere in thi prospertny ur incurporared

Sears Canuda is a2 muhti-fonmat rvailer and. as al October 14, 2014, has a netwark total of 113 Fall-Line department stores, 307
specialty stores finc wdmy 47 Sears Home stores, L Outlet stores, four Appliances and Mattresses stores, 211 Hongtown Dealer
stores apemted under mdependent Incal ownership and 34 Corbed stores k. 1,378 catzlogue menchandise pick-up locations and 96
Seans Travelaoffices.

Sears Canada’s compomite website is locaied W1 wvwscars.ca. Qur Annual Repons are availahle, froe of charge, through the
"Repons” partion ol the Investor Information seetion of the Scars Canada website.

Scars Canada files documnents with the securtics conwmssinns or simolar authonties in Canada and files or fimshes documents
witly the SEC, See "Where You Can Find More Inforrmition” .

Sears Holdings is the parent conpany of Kman and Sears Rochuck. Sears Holdings was tormed as a Delawane eamporation o 2008
i connection with the merger of Knart and Sears Rocbuck which took place on March 24, 2008, Sears Haldings is an micgrated
netailer wath significam physical and intangible assets. as well as vinual capabilitics enabled through technology. In August 2014,
Scars Holdings opemied @ national network of stores with 1,870 full-line and speciaky retai stores in the United States operaling
thraugh Krmrt and Scars Rochuck as wellas full-line and specialty retail stores in Canada operuting thiough the Comarmtinn,
cumently an approxnutely SLO%s-owned subsidiary.

Sears Holdings' corporate website w located at searsholdings.com. Annual Repans on Form 10-K. Quanterly Reparts on Form Uk
Q. Currenit Repons on Fam &K and any amendmenis to these reponts wie avaitable. free ol charge, through the "SEC Filings™
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portion of the Investor Information scction of the Scars Holdings website as soon as reasonably practicable after they are
cleetronically filed with, or fumished to, the SEC.

]

Tablc of Contents

Sceuritics Offered Scars Holdings is distributing. at no charge, to holders of shares of SHC Stock as ofthe Record Date. trans ferable subscription

rights to purchasc up to an aggregate of 40,000,000 Common Shares. at a price of U.S.$9.50 per whole share. Scars Holdings will
distribute to cach holder of its SHC Stock, one subscription right for cach full sharc of SHC Stock owned by that stockholder as
of 5:00 p.m, New York City time, on October 16, 2014, the Record Date, cxcept that holders of Scars Holdings' restricted stock that
is unvested as of the Record Date arc expected to receive a cash award (equal to the value of the subscription rights that would
have been distributed to such holder) in licu of subscription rights. Each subscription right allows the holder thercofto subscribe
for 0.375643 Cormmon Shares at any time following the holder's reecipt ofa subscription rights certificate and priorto the
expiration date. Each subscription right entitles the holder to a basic subscription right and an over-subscription privilege. The
subscription rights will expire if they are not exercised by 5:00 p.m New York City time, on November 7. 2014, Scars Holdings
expects the gross proceeds fromthe Rights Offering and the exercise of the subscription rights will be up to approximately
U.$.$380 million, assuming that the subscription rights arc exercised in full.

Basic Subscription Right The basic subscription right gives holders of the subscription rights the right to purchasc from Scars Holdings. in the aggregatce.

up to 40,000,000 Conmnon Shares at a subscription price of U.S.$9.50 per whole share. Sears Holdings will distribute to cach
stockholder of record on the Record Date one subscription right for every share of SHC Stock such stockholder owned at that
time. Fractional shares or cash in licu of fractional shares will not be delivered in the Rights Offering. Instead, fractional shares
resulting fromthe exercisc of the basic subscription right will be climinated by rounding down to the nearest whole share. ESL
beneficially owns approximatcly 48.5% ofthe SHC Stock and approximately 27.6% ofthe Common Sharcs. Edward S. Lampert and
certain other ESL affiliates have advised Scars Holdings of their intent to exercise their pro rara portion of the subscription rights
in fullas soon as practicable after the subscription rights have been distributed. though they have not entered into any
agreenent 10 do so. Accordingly. on completion of the Rights Offering. it is expected that ESL will own between approximately
45.0% and 47.0% of the Common Sharcs. Notwithstanding ESL's stated intentions. neither Sears Canada nor Sears Holdings has
any agreement, arrangement or understanding with ESL as to the extent of ESL's exercise of its over-subscription privilege. If ESL
excreised its basic subscription right as well as the over-subscription right in full, and no other stockholder exercised its
subscription rights, ESL would own between approximately 67.2% and 69.2% of the Common Sharcs.

Tablc of Contents

Over-
suhscription
Privilege

Subscription
Pricc

Record Date

Lxpiration of
the Rights
Offering

Time Frame
for Trading
of
Subscription
Rights

Ifyou purchasc all of the Cormmon Shares available 1o you pursuant to your basic subscription right. you may also choosc to purchasc a portion of any
Common Shares that other holders of subscription rights do not purchasc through the excreise of their basic subscription rights. ESL may excrcise the over-
subscription privilege if they excrcise their pro rara portion of the subscription rights in full. ESL has advised Scars Holdings that it may cxercisc its over-
subscription privilege, but only to the extent that excreising such privilege would result in ESL owning less than 50.0% of the Common Shares.
Notwithstanding ESL's stated intentions. ncither Scars Canada nor Sears Holdings has any agrecment. amrangement or understanding with ESL as to the
extent of ESLs exereise of its over-subscription privilege. If ESL excreised its basic subscription right as well as the over-subscription right in full. and no
other stockholder exercised its subseription rights. ESL would own between approximately 67.2% and 69.2% of the Common Shares.

U.8.89.50 per whole share. To be cffective, any payment related to the excreise of'a subscription right must be by cashicr’s or certificd check drawn upon a
United States bank payable to the subscription agent at the address sct forth in this document. Personal checks will not be aceepted.

The subscription price is cqual to the U.S. dollar equivalent of the closing price of Scars Canada’s Common Shares on September 26, 2014. the last trading day
before the Scars Holdings board of directors requested Scars Canada's cooperation with the filing of a prospectus regarding this Rights Offcring. In
detenmining the subscription price. the beard of dircctors of Scars Holdings considered. among other things. (1) current and historical trading prices of Scars
Canada's Common Shares, (2) the desirability of broad participation in the Rights Offering by Scars Holdings' stackholders and (3) Scars Holdings' liguidity
nceds and the aggregate amount of proceeds to be paid to Scars Holdings pursuant to the Rights Offering if the Rights Offering were fully sabscribed. Sce
"The Rights Offering—-Determination of Subscription Price”.

5:00 p.m.. New York City time. an October 16, 2014,

5:00 p.m. New York City time. on November 7, 2014, unless Scars Holdings extends the Rights Oftering period. If you da not exercise your subscription rights
before that time, your subscription rights will expire and willno longer be exercisable.

Scars Holdings currently expects that the subscription rights will begin to trade on the NASDAQ on the first business day following the distribution of the
subscription rights, and will continuc to trade until closc of business on November 4, 2014, the third business day prior to the scheduled expiration date of
the Rights Offering (or if the offer is extended, on the fourth business day immediately prior to the extended expiration date).
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Lise of Proceed

s Sears Canada will oy recenve iny proceeds rom the exereise af the nights arthe sule ol its Common Shanes by Sears Holdings,
Assummag the subseription nghts are excresed m il Sears Holdings cxpeets (o receive cash proceeds of up 1o approsimately
LS 5380 nullions as & result of the sale of 0,000,000 Common Sharzs, All ot the gross proceeds of the sale of Common Shares
upon cxerese of the subscrption rights. net of any selling expenses incurred by it, will be payable 10 and reecived by Scars
Holdings. Se¢ "Use of Proceeds®.

Ownership by Sears Holdings Sears Holdings owns approsirately 51.0% ob'the issucd and outstanding Carmmon Shures and ESL owns approsinutcly 48.5% of

the outsianding SHC Stock

Edward S, Linpen and eenatin other ESL affiliates have advised Scars Holdings that they ntend Lo exereise thew pro rata pottion
afhe basic subscription dghts in full (representing approanately 17.5% 10 19.0% afthe outsianding Conmon Shares | as so0n
as practcable afier the subsenption nights have been distrbuted. although they have not entered into any agreement Lo do so.
Accordingly, on completion of the exereisc of the basic subseriptian nights i the Riphs Offering, 1 s expected that ESL willown
between approxmatzly 45004 10 47.0% ol the Conmnon Shares. ESL has ako advised Scars Holdings thin o may inereasc is
ownership in Sears Canada through its oxercise of the oversubsenption prvilege or through open mrarket purchases of
subserprion rights or Common Sharcs, hut only to 1he exent that sueh transactions would result n ESL cantinuing 1o own loss
than 304 of the Comenon Shares upon completion ofthe Rights Offenng, However, ESL has not advised us o- Scars Haldmgs
of'its inlentions with respect to future purchases or sales of Common Shares, Notwithstanding ESL'S stated mtentions, neither
Scars Carada nor Sears Holidings has any sgreement. arangement or understandmg with ESL as 10 the extent of ESL's cxtrese ol
15 oversubsenpuen povilege. IFESL cxerclsed ity basic subsenpion nght as well as the over-subsenprion rght m lull and no
other stockholder cwresed s subsenpuion nghts, ESL woudd own betweon approamuely 67.2% and 09, 2% of the Common
Shares,

Upon the cacreise by Edward 5. Lampen and the other ESLaffiloies of thewr suhsenpiion mghis. as deseribed above, Sears
Canircla will ceuse 1o be # subsidiary of. ar 1o be comrolled by, Sears Holdings under applicable Cangdian biws, Tall althe
subsenption nghts are excreised in full in the Rights Offerng, Scars Holdings will avn approsmmately 11.7% ol the outstanding
Conmron Shares. To the eent that the subsenption nghts arc n esercsed in full and that shares nol purchused through the
exereise of hasic subscerption Aghts are not purchased purssant 10 the over-subserption privilege. Sears Holdrgs will etam
awttership of & larger poartion of the Conmon Shares. Sears Holdings rey dispose olany Comman Shares tha it cantittues 1o
v after the Rights Offermi, ncluding through sales it the marke! or oihenvese. subjeet 1o gpplicuble kws
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The change in Sears Holdings' ownership position in Sears Canada afiects contam wmterconmpany agreements, thivd purty agreements and commercrs)
wrrangernonts. See " The Rights Offenng —Backeround to the Rights Offermg” and "Inpacts on Scars Canada ofthe sake of Comeron Shares under the
fughts Offermng—Imerconpany Agreoments” fir more detail on these effects.

The subseription fights are (ransferable durng the course ofthe subsenprion penod. Sears Holdings' applicaton Lo bst the subsenption fights on the
NASDAQ under the symbal “SHLOR" has been approved, Sears Holdings will not apply wo fist the subscrption nghts on the TSX. Scars Canada's
application 1o list ity Comman Shares on the NASDAL hay been approved. Sears Holdings cumently expects that the subsenpion nghts will begm w nudce
on the NASDAQ o the first busmess day following the distibation of the subsenption fgms, and will continue vo trade until elose of business on
Novemrber 4. 2014, the third business day prior to the scheduled expumtion date of the Rughis Offerng (orif the offer is extended, on the founth business
day immediately prior 1o the exended expiration date), As ooresab, vou may mnsfer or sell your subseription Aghts if you do not wan! leeaerche thenito
purchase Comman Shares. However, the subscnption rghts arca new issue ol socuntics with no poor public tading market. and there can be no
pssurnners provided as 1o the bauidity of the rradmg warket for the subserption nghis or Urer nurket value: See “ Desenption oi the Rights Offering-
Transfotability of Subserpiion Rights".

Al eseresses ol subsesiption Aghts are imevocable, subjoet o applicabl law, meluding stalviory rghts ol reseission and withdrawal cven Wyou lates leam
clinformiion about Sears Canada that vou consider to be unfavarable, You should not exereise your subseription nghts unless you are cemam that vou
wish w puschase Common Shares at the subscrption prce,

Sears Holdings s not equiring an overall mmmmumsebscription. or any other condition, to complele the Rights Offenng and does not mtoad 1o withdmw
¢r cancel the Rights Offering after the subseription perind beging, You moy exercse your subsceriprion neht and receive youy Common Shares (other thap
Comreron Shares allocabie through the oversubserprion privilege) at any time following your reecipt of a subsenption aghts cemificate and priot 1o the
expration date ofthe Rights Offenng. Sears Holdmes nuy. in its disereton, exdend the expumttion date, und wall announce uny plins 10 do so by press
release. See ' Desenption of the Rights Offerme—Conditions, Withdmwal and Cancellation”.

Federil Incone

A holder that reeeives a subscription dght m respeet of s share of SHC Stock should genemally expect 1o have taxable drvidend incom equal ta the br
rucket viloe (i any) o such neht on the date of s distobotion by Sears Holdings.

Table o Coments

ITa subseriplion nghl expares withoul being eorised by o ULS, holder, the US. holder shoul eencglly expect ta recopiiiat g shon-term capitid foss vquad i
such LS holder's adjusted tux basis in sueh nght
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Linder cerain ereunstances, mformution reporting and’or backup withholding nay apply 1o holders with respeet to the distribution of the subscrplinn
fghts, anless an apphedble cxenprion is satstied. IMwitlsholdmg tax or backup wihholding tax applics 1o the distabution of the subsenption nghts 1o 2
holder, the holduer's braker (or other applicable wathholdimg agent) will be required w remit any such withholding tas or backup withholding taxin cash 1o the
Intemal Revenue Senice. Depeniding on the cireumstances, the braker (o other applicable withholding agent) sy obtas the funds necessasy W remit any
suel withhotding t by asking the holder to provide the funds. by using funds m the halder's account with the broker or by selling (on the holders behain
albor a portion of the xubsenption nghts.

Forr a detailed discussion of conam US, federal meome tax conssderations relating 1o the reeeipt. sale, exererse and expiration ol the subscrmtion tghts, see
"Centain Latted States Fedeml Incame Tax Considerions”, Stockholders should consult thei- own 1axadvisors regarding the US. fodeml, state and Tocal and
non-U.S. meame, estate and other tax cons idorations relating o the recipt, sale, exercise and eapisasion ofthe subscenption rghts i Beht of their panicalar
creunsiances,

suars Holdmys will keep the Righis Offering open until the expimtion date, and docs not ntend 10 cancel, withdrw o 1erminate the Rights Offering afier the
sitbseripyion period bepins. You may exsrcise your subscription nght and reccive your Conmun Shares (other than Common Shares allocuble through the
aversubserption privilege) it any tme following your reveipt of s subscnption nights cenificate and prior to the expimtion date ofthe Righus Offermg. Sears
Haoldwnps may, i s discretion, extend the expmanon date, and will announce any plans (o do so by press elease.

Ta-cxervise Vour subserption Aghts, you musi inke S following steps

able of Conienig

Ifvou are a registered holder of SHC Siock and vou wisly 1o participste m the Rights Oferng, you most deliver payiment and a
properly completed and duly exeeuted rights centficate (o the subsenption agent to be recerved before 5,00 pan, New York
City time, on Novemwber 7. 2014, In certain eases, you may be required to provide additionel documentalion or s@rature
goanntees. Promptly afier the date of this prospectus. the subsenption agent will send a subsenpion nghts eenificate 1o cach
registered holder HC Siock as ofthe close nl'husmess on the Reeord Date, based on the stockholder registn mamidined m
the tmns for agent for SHC Stock, Yoo may deliver the documents and payments by hand delivery, first class ol or caurier

service. I you nse first class mal for this pumpose, Sears Canada reconuvends dsing registercd mml, properly nsured, with
retum reecipl reguestod. You may cwrcwse your subsermtion nght and receve your Conmnan Shares jother than Common
Shares pllocable through the oversubscription prvilege) atany time oflowng your receipt of o subsesiption rights centificate
and prioy 10 1he sapiration dute.

ICyou are o beneficul owner of shares b SIVC Stock that arc stered n (e nane of o btoker dealer, custocmn bank or ather
aondnee. or if you would muther have an institation conduct the transaction on vour behalfl you shoukl msinect vour broker.
dealer, custodian bank or uther nominee (o oercse vour subsenpion aghis on your behall Although you will neg receive a
nights cenificate, the Depository Trust Cormpany ('DTC ) will electronically issue one subseription nght to your nonmnce
record holder for every shure of SHC Stock that you own as ofthe Recard Date. [I'yvou are aot contacted by vour nammee. you
should pronptly conlact yoar nopdnes in order 1o sihsenbe for Common Shares in1he Rights Olfermg Please tallow the
mstructiins of your nommee, who may requae that you meet a deadline earlior than 3200 pn, New York Cily e on
Novernber 7. 2014

Ifyou purchased subscription nghts dunng the subseaption penad through & braker, dealer, custodwun bank ar athet nomned.
vou will nol reeeive a aghts cetificate, Inslead, your broher, dealer, custodian hank ot other nommice must exercise the
subseription rights on vour behalf] IF you wish to excrese yoursubserption rghts and purchase Common Shares of Sears
Canada through the Rights Offermg, you should contact your nonmnee a3 soon as possible, Please follow the istnictions of
vour nominee, Youdr nomnce may estabhish a deadline that may be before the espimtion date of the Righis Otfenng. See
"Descripiion of the Rights Offering—Methied of Bercising Subsenption Righis”.

Table ol Canients
* IWyou purchased subscenption rights dunng the subscnption peried dircetly froma registered holder of SHC Stack, you should
contact the subscnptuon agant is soon as possible regarding the eacreise of your subscription nights. Please follow the
wistructions of the subscrption agent in order 10 properly exgrcise your subscnption ngitts. See “Doscrpiion ofhe Rights
Offering—Metlsod of Exercimg Subscrption Righs™
Backgroond 1o the Riphts ONering Scars Holdings has over ihe past year adensvely considercd stmtegic nllematives to masmmize the value of s miterest n Sears

Canada, including the engogenxent of BofA Memib Lynclt to pursue a sake of such imerest or Scars Canada ax s whok and
enpaging i dscussons with Canadsan financal instiutions te explore the possibility of an inderwniten secondary offering of
Scars Holdings' mterest, Sears Holdings bourd o€ dwectors has determmed thit e Rights Ofering is m the best interests of
Scars Holdings and ax stockhelders as a way (o dispose 0o non-core assct, and would provide, among other things, financial
and opcrational benefus for Seuss Holdings, Scars Holdings requesied Sears Canado’s coupemtion inchiding. i parcalar, tha
Scorw Canada use commercially reasonable offons 1o prepare and e a preliminary shor form prospectos s Canuda and 4
registration stagoment i the United States to qualify for distrihation the Comemon Shares deliverable upon excnvise of the
subscription nghts, and to make applhication o lisy the Common Shares on tie NASDAQ. as soon as practicable, and w any
event, subieet to the approval ol the Board of Direetors. The Boartd of Directors requested that the Coprsmitee review this reguest,
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The Board of Dircctors. together with its advisors and the independent legal and financial advisors to the Commmittee. considered
the request and the effect of the Rights Offering on Scars Canada and the requested cooperation. The Board of Directors of Scars
Canada, with the advice, and the recommendation ol the Committee, approved the reqaest for cooperation made hy Scars
Holdings on and subject to the following terns. to which Sears Holdings and ESL agreed:

Scars Holdings will reimburse Scars Canada for all reasonable and documented expenses incurred or paid by Scars Canada in
conncetion with the Rights Offering;

Scars Holdings and Scars Canada will amend the existing licensc agreement under which Scars Canada has the right to usc the
"Scars" name and certain other trademarks and hrand names to provide for the continuance of that agreement for so long as
Scars Holdings holds 10.0% of'the outstanding voting sharcs of Scars Canada (yeplacing the current trigger ol 25.0%) and to
give Scars Canada the continued nght to usc the trademarks on a royalty-free basis after any such termination for a period of
five years following the termination (replacing the current period of three years):

Tahle of Contents

Fces and Expenscs

Trading Market and Symbol

Scars Holdings and Scars Canada will amend the existing infonmtion technology agreement between themto continue the
terms of the agreement for a peniod of three years following the closing of the Rights Offering;

Scars Holdings will usc commercially reasonable cfforts to assist Scars Canada in negotiations with third partics to prescerve
the henefits that Scars Canada currently enjoys under certain agreenents involving Scars Canada, Scars Holdings and third
partics that will lerminate when Scars Holdings' ownership of Scars Canada falls below 50.0%:

cach of Scars Canada and Scars Foldings will ndenmify and hold hannless the other and its subsidiarics. their respective
dircetors. officers. employees and representatives from lability relating to disclosure provided by cach party to the other for
purposcs ofthis prospectus:

Scars Heldings and ESL will release Sears Canada's directors. officers, employcees and representatives fromany claims that
Scars Holdings or ESL may have ansing out of or in connection with. the Rights Offertng or for the matiers referred to above;
and

Scars Holdings will agree 1o maintain the directors and officers liability and fiduciary liability coverage for current and former
directors and officers of Scars Canada relating to matters occurring at or prior to the closing of the Rights Offering for a period
of six years thereafter.

Sce "The Rights Offering—Background to the Rights Offering” and " Description of the Rights Offering—Reasons for the Rights
Offering”.

Scars Holdings is not charging any fee or sales commission to distribute the suhscription rights to you orto issue shares to you
if you excreise your rights. If you excreise your subscription rights through the record holder of your shares. you are responsible
for paying any commissions. fees, taxes or other expenses your record holder may charge you.

Sears Holdings" application to list the subscription rights on the NASDAQ under the symbol “SHLDR" has heen approved. Scars
Holdings will not apply to list the subscription rights on the TSX. The Common Shares are listed for trading on the TSX under
the symbol "SCC". Scars Canada's application to list its Conmon Shares on the NASDAQ under the symbol "SRSC" has been
approved.

Tablc of Contents

No Recommendation to Rights Holders

The Scars Holdings board of dircctors is not nmaking any recommendation regarding your exercise of the subseription rights. The
Scars Canada Board of Dircctors did not consider, cvaluate. or make any decision whatsocver regarding the structuring or pricing
of the Rights Offering. The Scars Canada Board of Directors is making no recommendation whatsocver regarding your cxercise of
the subscription rights. Stockholders who excrcise subscription rights will incur mvestment rsk on new moncey invested. Neither
Scars Holdings nor Scars Canada can predict the price at which Contnon Shares will trade aficr the Rights Offering, The market
price for the Conmmon Shares may decrease to an amount below the subscription price. and if you purchasce Contmon Shares at
the subseription price, you may not be able to sclt the shares in the future at the same price or a higher price. Morcover, the
market price for the Cormmon Shares may be trading at an amount above the subscription price. and if you do not excreise your
rights you will be unable to participate in this appreciation. You should make your investment deeision based on your
assessment of the business and financial condition of Scars Canada. its prospects for the future. the tenms of the Rights Offering
and thc information contained in. or incorporated by reference into, this prospectus. Sce "Risk Factors” for a discussion of some
ofthe risks involved in investing in the Conmon Shares.

ESL beneficially owns approximately 48.5% of SHC Stock. Edward S. Lampert is the Chairman of the Board and Chicf Exceutive
Officer of Sears Holdings and Chairman and Chief Exceutive Officer of ESL Investments. Inc. A fter the completion ofthe Rights
Offering, ESL is expected to own between approximately 45.0% and 47.0% of Scars Canada. ESL has also advised Scars Holdings
that it may cxereisc the over-subscription privilege. but only to the extent that such exercise would result in ESL owning less than
50.0% ol the Common Sharces. You should not view the intentions of ESL. including the intentions of Mr. Lampert, as a
recommendation or other indication, by ESL or any member of the Sears Holdings board of directors or of the Sears Canada Board
of Dircetors. regarding whether the exercise of the subseription vights is or is not in your best interests. Notwithstanding ESL's
stated intentions. neither Scars Canada nor Scars Holdings has any agreement, arrangement or understanding with ESL as to the
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SLeseretsed s basic subseription right as well as e over-
Hption fAghis, BSL woald ewn between appronnaiely

exent of ESL's exercise of ils oversubsonption prvilege 1CE
subsenption dght i fufl and no otherstockholder exereised its subse
67.2% and 69.2%, ol the Comiron Shases.

Rk Firerors Befure you excrelse your subserption riglits 1o puschase Congnon Shares, you should euretislly consider 1he s by desenbed in
e seetion entitled “Risk Factors™.

Truns fer Agent and Kegmtrai The tmngfer agent and regsivar (ar the Common Shares s CST Trust Campany The LS. transder agent for the Comemsn Shares s
Angerican Stock Transfer & Trust Conpany 1L,

Suhseniption Agent Carmputesshare, Inc

b
Table of Contents
Intomntion Agen Gegrgeson Ine [fyeu hiave questions about the Rights Offermg ar need additional copies of the Rights Offering dovuments,

please contact Ceorgeson Ine., Sears Holdings' mformation agent. by calling (866} 74 [-988K (1o1l-free) or crmiling
SearsCanadaONera seaspesan cotig

Dividend Policy Scars Cunada docs not pay quarterly dividends. Sears Canada regudarly monitors ws soures and uses of cash end s level ul
cash on hand, and eonsiders the most effective wse of cash on band meluding, among otheroplions, the pavivat ol dividends.

Labile of Cuntents

QUESTIONS AND ANS\VERS RELATING TO THE RIGHTS OFFERING

wed questions ahoieihe Rights Offering and the transoctions conremplared
oo, The fulfowing questions and answers do not comam all if (e informotion

Ser forth betow gre crapygries ofwhar Sears Hotdigs anticipate will b canmmnlic
therebys The amswers are hased o selected inforniation tnchuded elsewhere in this prosg
that may be poportan it o yau and man ot address all of the guesuons that you may liav whout the Righes Cifering Thus prospecis comtains more detailed dosergpions
of the terms and conditions of the Rights Oiering and provides uaditional inforimatim abow Scars Canada ard onr business, mcludmg putentiad risks veliated 1o the
Righty (fering, Conenan Shares ind Seary Canada'y buxiness.

Exercising the rights and imvesting in the Common Shares involves a high dearee of rixk. Sears Holdings and Sears Canada orge vou (o carefully read the seetion
entided "Risk Factors” wnd all other information in this prospectus and in the documents incorporated by reference herein, in their entirety before vou declde whether o

exertise your rights,
W is the Righus Offering?

Scars !Heldings & distiburing. at no charge. to halders of shares of SHU Stack as of the Record Date, vrans ferable subseription rights te purchase, in ugpnegate. up 10
SO000.000 Cormron Shares that it owns, except that halders of Sears Holdings” restricted stock that s unvested os of the Record Date arc expected 10 receive cash awards in
bicu wfsubserpiian rghts. Ereh subserption deht wall entithe it holder ro purchase fomSears Holdings 0.375643 of u Conenon Share from Scars Holdmgs, Holders way
exgreise thar subseripion rights and recerve Common Shares tother than Common Shares allocable through the aver-subserplion pravileze) alamy time fnliowing receipt o)
3 stbsenption nghits cenificate and priorw the expirtion dare. Fach subscrphon dght entiles the holder 1o o besw subseoption nght and an aver-subsenption privilege. ss
deseribed below, Sears Canada'’s application to list its Conwion Shares on the NASDAQ under the ticker symbol "SRSC" hns been approved. Sears Holdings' application 1o
hat the subscaption rghts for teding on the NASDAG has been approved. Sears Holdmygs will nat apply 10 list he subsenption rghis on the TSX

What is the basic subscription right?

Holders of1he basic subsenption rights will have the oppanunty 1o purchase from Sears Holdmgs, w the aggregate, up 1o SO0000.000 Comman Shares at a subscaption
poce of L SS9.30 per whole share, Seiars Holdings has granied 1o vou, as a stockholder ol record on the Record Date. one subscription aght lorevery share o SHC Stock
vou awned at that vime, Fractional shares or cash in lieu of fractional shares will not he delivered o the Rights Offering. istead, Fractional shares resulting framihe exercise
ofthe basic subsenption nght will be elimmnated by rounding down to the neancst whale share

Sears Holdmgs dzienmned the number of nghts required to purchiase une Common Share by dividng the number ol shares of SHU Stock owtstanding on Lthe Record
Dute by the number of Common Shares which are 1o be sold by Sears Holdmps pursuant 1o the Rights Offenng. Accordmply. cach subscription nght allows the holder
thereolo subsenbe for 0375643 of a Conroon Share at the cash price of U SS9 50per whole share. As an axanp e, if vou awned 10 shares of SHC Stock on Lhe Record
Date. vou would recenve LODO subseription nghts pursuunt to vour basic subsenption night that would entitle you to purchuse 375 Comron Shares (3175643 rounded down
to the nearest whole share) ata subscription price of U.S.S9.50 per whole share, The sobscenption prce equals the US. dollar equivalent of e closing prce of Scars
Canaca's Conmon Shares al the close of busiogss on Sepiember 26, 2014, the last trading day belore Sears Holdings natificd Seaes Canada ol its micn! o pussue the Righis
Offering and requesied Sears Canada's couperstion. See "How was the U.S.59.50 per share subseripuion price detenmined

13

You may excreise wll ora portion of your basic subserption figh! or youw nay choose 1ot 1o exencise iny subsenprion nghts ot all However. if vou eNercise fess than
your full basic subsenption Aght, you will not be eatttled to purchase Conznon Sharex puesuant 10 ihe oversubseription privilege.

ITyou are a regisiored holder of SHC Stock. the numher of Common Shares vou may purchase pursvant w your basie subsenpuion nght will be ndicated on the nhis
cenificate that vou receive. You may oxencise vaur subscription ngit and receive vour Common Shares (other than Convon Slares allucabk through the over-subscription
privilege) at any time foliowmge vour receipt of the suhserption rights ceruficate and priocto the expimbion date
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If you hold your SHC Stock in the name of a broker. dealer. custodian bank or other nominee who uses the services of DTC you will not receive a rights certificate.
Instcad. DTC will cleetronically issuce one subscription right to your nominee record holder for every share of SHC Stock that you own as of the Record Date. If you are not
contacted by yournomince. you should contact your nomince as soon as possible.

What is the over-subscription privilege and how will Comunon Shares be allocated in the Rights Offering?

If you purchasc all Common Sharcs available to you pursuant to your basic subscription rights, you may also choosc to purchase a portion of any Common Shares that
other holders of subscription rights do not purchasc through the exercisc of their basic subscription rights. Only holders who fully exercisc all of their basic subscription
rights, after giving effect to any purchases or sakes of subscription rights prior to the time of such exercisc. may participate in the over-subscription privilege. If you wish to
exercisc your over-subscrption privilege, you must indicatc on your rights certificate, or the formprovided by your nomince if your shares arc held in the name of a
nomince. how many additional Commmon Shares you would like to purchasc pursuant to your over-subscription privilege, and provide payment as described below.

Edward S. Lampert and certain other ESL affiliates have indicated to Scars Holdings that they intend to excreisc their pro rata portion of the basic subscription rights in
full as soon as practicable after the subsceription rights have been distributed, although they have not entered into any agreement to do so. ESL has also indicated that it
may cxcreise its over-subscription privilege. but only to the cxtent that excreising such privilege would result in ESL continuing to own less than 50.0% of the outstanding
Commmon Sharcs. Notwithstanding ESL's stated intentions, neither Scars Canada nor Scars Holdings has any agreement. amangement or understanding with ESL as to the
extent of ESL's excreise ofits over-sabscription privilege. IFESL excreised its basic subscription right as well as the over-subscription right in full. and no other stockholder
exereised its subscription rights. ESL would own between approximately 67.2% and 69.2% of the Common Shares.

Common Shates will be allocated in the Rights Offering as follows:

. First. Common Shares will be allocated to holders of rights who excrcisc their basic subscription rights at a ratio 0f0.375643 of'a Conmon Sharc per exercised
subscription right.

’ Sccond, any remaining Common Shares that were cligible to be purchased in the Rights Offering will be allocated among the holders of rights who excreise
the over-subscription privilege. in accordance with the following fonmula:

. Each holder who exercises the over-subscription privilege will be allocated a pereentage of the remaining Common Shares equal to the pereentage that
results fromdividing (i) the nuimber of basic subscription rights which that holder exercised by (i} the number of basic subscription rights which all
holders who wish to participate in the over-subseription privilege exercised. Such percentage could result in the allocation of more or fewer over-
subscription Common Shares than the holder requested to purchase through the excreise of the over-subscription privilege.
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. For exanple, if Stockholder A holds 200 subscription rights and Stockholder B holds 300 subscription rights and they are the only two
stockholders who excreise the over-subscription privilege. and they cach exercise it in full, Stockholder A will be allocated 40.0% and
Stockhotder B will be allocated 60.0% of all remaining Contmon Shares available. (Exanple A)

. Third. if the allocation of remaining shares pursuant to the formula described above in the second step would result in any holder recciving a greater number
of Common Sharcs than that holder subscribed for pursuant to the over-subscription privilege. then such holder will be allocated only that number of
Common Shares for which the holder over-subscribed.

* For cxample. if Stockholder A is allocated 100 Common Shares pursuant to the formula deseribed above but subscribed for only 40 additional Common
Shares pursuant to the over-subscription privilege. Stockholder A's allocation would be reduced to 40 Common Shares. (Example B)

. Fourth, any Common Sharcs that remain available as a resull of the allocation described above being greater than a helder's over-subscription request (the 60
additionat Common Shares in Exanple B above) will be allocated among alt remaining holders who cxercised the over-subseription privilege and whose initial
allocations were less than the number of shares they requested. This second allocation will be made pursuant to the same formula deseribed above and
repeated, if neeessary. until alt available Common Shares have been allocated or all over-subseription requests have been satis fied in full.

To properly exercise your over-subscription privilege. you must deliver the subscription payment related to your over-subscription privilege before the Rights Offering
expires. Because Sears Holdings will not know the total number of unsubscribed Common Shares before the Rights Offering expires. if you wish to maximize the number of
Common Shares you purchase pursuant to your over-subscription privilege. you will need to deliver payment in an amount equal to the aggregate subscription price for the
maximum number of Common Shares that could be available to you at the time you exercise your basic subscerption rights (i.c.. the aggregate payment for both your basic
subscription right and for all additional Common Shares you desire to purchase pursuant to your over-subscription request). See "Description of the Rights Offering—The
Subscription Rights". Any excess subscription payments received by the subsceription agent. including payments for additional Common Shares you requested to purchasc
pursuant to the oversubscription prvilege but which were not allocated to you. will be retumned, without interest or penalty. promptly following the expiration of the Rights
Offering.

Fractional shares orcash in licu of fractional shares willnot be issued on the Rights Offering. Instead, fractional Common Shares resulting fromthe exercisc of the over-
subscription privilege will be climinated by rounding down to the nearest whole Common Sharc, Computershare, Inc., Scars Holdings’ subscription agent for the Rights
Offering. willdetermine. in its sole discretion. the over-subscription allocation based on the formula desceribed above.

Why is Sears Holdings conducting the Riglts Offering?
Over the past ycar, Scars Holdings has extensively considered strategic altematives to naximize the valuc of its interest in Scars Canada. including the engagenment of
BofA Memill Lynch to pursuc a sale of such interest or Scars Canada as a whole and engaging in discussions with Canadian financial institutions to explore the possibility

of an underwritten sccondary offering of Sears Holdings' interest. Scars Holdings' board of directors has determined that the Rights Offering is in the best interests of Scars
Holdings and its stockholders as way to disposc of a non-core assct. and would provide. among

t5

Tablc of Contents

other things. financial and operational bencefits to Scars Holdings . including but not limited to the following cxpected benefits:

. Strategic Focus and Flexibility. Scars Holdings' board of dircctors believes that following the Rights Offering. Scars Holdings will have a more focused
business and be better able to dedicate resources 1o pursuc appropriate growth opportunitics and exccute strategic plans best suited to its business in an
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cfficient manner.

. Additional Liquidity. The Rights Offcring is expected to provide Scars Holdings with up to U.S.$380 million in gross proceeds, strengthening its balance
sheet and liquidity. Of this anmount, Scars Holdings expects to reccive at least U.S.$168 million in mid-to-late October 2014 from the carly cxercisc of the rights
distributed to ESL.

. Stockholder Flexibility to Avoid Dilution. Since the subseription rights are being distributed. at no charge, to Scars Holdings' existing stockholders,
stockholders will have the choice to hold shares in both companics or in cither company scparately. However, stockholders may wish 1o scll their
subscription rights to fund any taxincurred upon the reccipt of the subscription rights, which would deerease the amount of Cormmon Shares available to
such stockholders. If the distiibution of the rights to a stockholder is subject to withholding tax, the stockholder’s broker (or other applicable withholding
agent) may scllall or a portion of the subscription rights to fund the withholding tax, which would decreasc the number of Common Shares available to such
stockholder. Scc "Certain United States Federal Income Tax Considerations”.

How was the US.$9.50 per share subscription price determined?

The Scars Holdings board of dircctors has determined that the subscription price will be U.S.89.50 per whole share. The subscription price is cqual to the U.S. dollar
cquivalent of the closing price of the Common Sharcs on Scptember 26, 2014, the last trading day before the Scars Holdings board ofdirectors requested Scars Canada's
cooperation with the filing of a prospectus regarding this Rights Offering. The board of dircctors of Scars Holdings applicd the Noon Exchange Ratc as of September 26.
2014 to caleulate this cquivalent value. In determining the subsenption price, the board of directors of Scars Holdings considered. among other things. (1) current and
historical trading prices of Common Sharcs. (2) the desirability of broad participation in the Rights Offering by Scars Holdings' stockholders and (3) Sears Holdings' liquidity
nceds and the aggregate amount of procceds to be paid to Sears Holdings pursuant to the Rights Offering if the Rights Offering were fully subseribed. Sec "The Rights
Offering---Determination of Subscription Price™.

There can be no assurance that Commnon Shares will trade at prices neav or above the subscription price after the date of this prospectus. You should not consider the
subscription price to be an indication of the price at which Common Shares will trade following the Rights Offering.

Am I required to exercise all of the subscription rights I receive in the Rights Offering?

No. You may exercise any number of your subscription rights or you may choosc not to exercise any subscription rights.

If you do not excreise any subscription rights. you will not receive any Common Shares. If you exercise all of your basic subscription rights. your ownership interest in
Scars Canada will be cquivalent to the ownership interest you currently have in Scars Holdings times approximatcly 39.3%. which is the pereentage of Scars Canada's
outstanding Common Sharcs being offered by Scars Holdings. For example, assuming that the subscription rights arc excrcised in full by all holders of subscription rights. if
you own 1.0% of SHC Stock on the Record Date and exercise your basic subscription rights in full you will own 0.393% of the Common Shares following the Rights Offering.

If you choose to exercise your basic subsciiption rights in part, your ownership interest in Sears Canada will be diluted by other
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stockholders who exercise their subscription vights in full. In addition. if you do not fully cxereisc all your basic subscription rights. afier giving cffect to any purchascs or
sales of subscription rights by you prior to such exereise. you will not be entitled to participate in the over-subscription privilege. and you may be subject to adverse tax
consequences. Sec "——What arc the U.S, federal inconye tax consequenccs if I receive and do not scll or exercise the right before it expires?”

The number of shares of SHC Stock that you own. and your pereentage ownership in Scars Holdings. will not change as a result of the Rights Offering. If you do not
exereise your subscription rights to purchase Common Sharcs. following the Rights Offering you will no longer retain the same indirect ownership interest in the Scars
Canada businesscs and as well, the SHC Stock that you hold will not reflect the camings. asscts or labilitics of Scars Canada. In addition. the trading price of SHC Stock
immediately following the Rights Offering may be higher or lower than immediately prior to the Rights Offering because Scars Holdings will own fewer shares of Scars
Canada. the ongoing camings of Scars Canada will no longer be consolidated in Scars Holdings' camings and Scars Holdings will reccive cash proceeds of up to
U.S.$380 niillion as a result of the sale of Sears Canada's Common Shares (assuming the subscription rights arc exercised in full).

Scc "Risk Factors-—Risks Relating to the Rights Offering--—If you receive and exercise the subscription rights. you may be subject to adverse U.S. federal mcome tax
conscequences” and "Risk Factors—Risks Relating to the Rights Offering---If you arc a U.S. taxpaycr and receive but do not scll or exereise the subscription rights before
they expire. you may be subject to adverse U.S. federal income taxconsequences™.

How soon must 1 act to exercise my subscription rights?

IM'you received a rights certificate and clect to exercise any or all of your subscription rights. the subscription agent must reccive your conpleted and signed rights
certificate and payments before the Rights Offering expires on November 7. 2014, at 5:00 p.m., New York City time. You may. however. excrcise your subscription rights prior
to the expiration date. [f you hold your shares in the nanx of a broker. dealer, custodian bank or other nomince. your nomince may establish a deadline before the expiration
of the Rights Offering by which you must provide it with your instructions to cxercise your subscription rights. Scars Holdings may. in its discretion. extend the expiration
date of the Rights Offering. and will announce any plans to do so by press release. Scars Holdings will keep the Rights Offering open until the expiration datce, and does not
intend 10 cancel. withdraw or temunate the Rights Offering after the subscription period begins. See "Description of the Rights Offering—--Conditions. Withdrawal. and
Canccllation” and "Risk Factors™.

Although Scars Holdings will make rcasonable attenpts to provide this prospectus to Scars Holdings stockholders. the Rights Offering and all subscription rights will
expire on the expiration date, whether or not Sears Holdings has been able to locate cach person entitled to subscniption rights.

May: I transfer my subscription rights?

Yes. The subscription rights are trans ferable during the course of the subscription period and Scars Holdings' application to list the subscription rights for trading on
the NASDAQ under the symbol "SHLDR" has been approved. Scars Canada's application to list its Common Sharcs on the NASDAQ has been approved. Sears Holdings
currently expects that the subscription rights will begin to trade on the first business day following the distribution of the subscription rights. and will continuc to trade until
close ofbusiness on November 4. 2014, the third business day prior to the scheduled expiration date of the Rights Offering (or. if the offer is extended, on the fourth
business day inmediately prior to the extended expiration date). As a result. you may transfer or sell your subscription rights i you do not want to excreise themto purchase
Common Shares. However. the subscription rights arc a new issue of sceuritics with no prior trading market. and Scars Holdings cannot provide you with any
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assurances as to the liquidity of any trading market for the subscription rights or the market value of the subscription rights.

If you hold your shares through a broker. custodian bank or other nominee. you may sell your subscription rights by contacting your broker, custodian bank or other
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nominee until the closc of business on the fourth business day preceding the expiration datc of this Rights Offering. To sell your subscription rights, in addition to any
other procedures your broker. custodian bank or other nominee may require, you must deliver your order to sell to your broker, custodian bank or other nomince such that it
will be actually reccived prior to closc of business on November 4, 2014, the third business day prior to the expiration date of this Rights Offering. If you arc a record holder
of'a subscription rights certificate, you may take yoursabscription rights certificate to a broker who can scll your subscription rights for you. To do so, you must deliver
your properly exccuted subscription rights certificate. with appropriate instructions, and any additional documentation required by the broker. Commissions and applicable
taxcs or broker fees may apply if you scll your subscription rights. Sce "Description of the Rights Offering—Transferability of Subscription Rights™.

What is the effect of transferring subscription rights?

Scars Canada currently cxpeets that the subscription rights will begin to trade on the first business day following the distribution of the subscnption rights, and will
continuc to tradc on the NASDAQ until closc of business on November 4, 2014, the third business day prior to the scheduled expiration date of the Rights Offering (or, if the
offeris extended, on the fourth business day immediately priorto the extended cxpiration date). As a result. you may trans fer or scll your subscription rights if you do not
want to cxcreise themto purchase Common Shares. However, if you trans fer all or a portion of your subscription rights. you will be unable to purchasc the Common Shares
undcrlying such rights. In addition, if you trans fer all or a portion of your subscription rights, you will not be cntitled to exercisce the over-subscription privilege with respect
to the portion of your rights so transferred.

What is the effect of purchasing subscription rights?

The subscription rights arc trans ferable during the course of the subscription period and Scars Holdings" application to list the subscription rights for trading on the
NASDAQ under the symbol “SHLDR" has been approved. Scars Holdings will not apply to list the subscription rights on the TSX. Scars Canada's application to list its
Cormmon Shares on the NASDAQ under the symbol "SRSC" has been approved. In addition, the subscription rights arc a new issuc of sceuritics with no prior trading
market. and Scars Holdings cannot provide you with any assurances as to the liquidity ofthe trading market for the subscription rights or the market valuc of the
subscription rights after your purchasc.

Have any stockholders indicated that they will exercise their rights?

Yes. Fdward S. Lampert and certain other ESL affiliates have advised Scars Holdings of their intent to excrcisc their pro rata portion of the basic subsceription rights in
fullas soon as practicable after the subscription rights have been distributed. though they have not entered into any agreement to do so. As a result. following the
completion of the cxereise of the basic subscription rights in the Rights Offcring. Scars Holdings expects that ESL will beneficially own between approximately 45.0% to
47.0% of the Conmmon Shares. As further described in " Description of the Rights Offering—Principal Sharcholder™, ESL has advised Scars Holdings that it may exercisc the
over-subscription privilege, but only to the extent that such exercise would result in ESL continuing to own less than 50.0% of the Common Sharces. Fairholme Capital
Management. L.ILC., which owns approximatcly 24.0% ot Scars Holdings' outstanding common stock as of October 14, 2014, has also advisced Scars Holdings that it expeets
that certain of its clients will participate in the Rights Offering at levels to be determined. subject 1o review of the terms and conditions of the Rights Offering and regulatory
considerations. Notwithstanding ESL's stated intentions, neither Scars Canacla nor Scars Holdings has any agreement.
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arrangement or understanding with cither ESE or Fairholime as 1o the extent of the excreise of any over-subscription privilege. IFESL excreised its basic subscription right as
wellas the over-subscription right in full. and no other stockholder exereised its subscription rights, ESL would own between approximately 67.2% and 69.2% of the Cormmon
Shares. If Fairholme cxercised its basic subscription rights as well as the over-subscription right in full. ESL excreised its basic subscription right and no other stockholder
excreised its subscription rights. Faitholme would own approximately 20.2% of the Common Sharcs.

Are there any conditions to closing the Rights Offering?

No. Scars Holdings is not requiring an overall minimum subscription. or any other condition, to complete the Rights Offering. Scars Holdings docs not intend to
terminate or withdraw the Rights Offering. Scars Holdings may. in its discretion. extend the expiration date of the Rights Offering. and will announce any plans to do so by

press reicasc.
Can Sears Holdings cancel or extend the Riglts Offering?

Scars Holdings docs not intend to terminate or withdraw the Rights Offering. Scars Holdings may. in its discretion. extend the expiration date of the Rights Offering. and
will announce any plans to do so by press release.

Will officers and directors of Sears Holdings and Sears Canada be able to exercise their subscription rights?

Scars Holdings' officers and dircctors that hold sharcs of SHC Stock, excluding shares of Scars Holdings' restricted stock that is unvested as of the Record Date, may
participate in the Rights Offering at the same subscription price per share as all other holders of subscription rights. but none of their officers or dircctors is obligated to
participatc.

Scars Canada officers and dircctors that hold shares of SHC Stock may participatc in the Rights Offering at the same subscription price per share as all other holders of
subscription rights but none of our officers or directors arc obligated to participatc. Two members of our Board of Directors hold SHC Stock and have advised us of their
intentions to exercisc some or all of the subscription rights that they will reccive under the Rights Offering.

Holders of Scars Holdings' restricted stock that is unvested as of the Record Datce are expected to reccive a cash award in licu of any right such holder may havc to
reccive subscription rights with respect to such unvested restricted stock. Such cash awards will represent the right to receive, subject to the same vesting requirements and
other terms sct forth in the underlying Restricted Stock Award Agreement, a cash payment from Scars Holdings cqual to the value of the subscription rights that would have
been distributed to such holder had such holder’s unvested restricted stock been unrestricted shares of SHC Stock, caleulated on the basis of the volwme-weighted average
trading price per subscription right for the 10 trading-day period beginning on the first day on which the subscription rights trade on the NASDAQ. The subscription rights
arc expected to begin to trade on the NASDAQ on the first business day following the distribution of the subseription rights.

Edward S. Lampert is the Chairman of the Board and Chicef Executive Officer of Scars Holdings and Chaimman and Chicf Exceutive Officer of ESL Investments Inc. Edward
S. Lampert and certain other ESL affiliates have advised Scars Holdings that they intend to excreisc their pro rata portion of the subscription rights in full as soon as
practicable after the subseription rights have been distributed. though they have not entered into any agreement to do so. As further deseribed in "The Rights Offering—
Principal Stockholder." ESL may increasc its pereentage benceficial ownership of Scars Canada through its exercise of the over-subscription privilege. through open market
purchascs of subscription rights or Common Shares or otherwise. but only to the extent that such transactions would result in ESL owning less than 50.0% of the Cormmon
Sharcs upon conpletion ofthe Rights Offering.
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However, ESL has not advised us or Sears Holdings ofits intentions with respect to future purchascs orsales of Common Shares. Notwithstanding ESL's stated intentions.
ncither Scars Canada nor Scars Holdings has any agrecment. amangement or understanding with ESL as to the extent of ESLs exercisc al'its over-subscription prvilege. 1f
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ESL cxercised its basic subscription right as well as the over-subscription right in full, and no other stockholder exercised its subscription rights. ESL would own between
approximatcly 67.2% and 69.2% of'the Cormmon Shares. You should not view the intentions of ESL, including intentions of Mr. Lampent, as a reconmmendation or other
indication, by themorany member of the Scars Holdings board of directors or the Scars Canada Board of Dircctors, regarding whether the exereise of the subscription rights
or the over-subscription privilege is or is not in your best interests. Sce "Description of the Rights Offering—Principal Sharcholder”.

Has the Sears Holdings board of directors made a recommendation to Sears Holdings stockholders regarding the Rights Offering?

No. The Scars Holdings board of directors is making no recommendation regarding your excrcisc of the subseription rights. The Scars Canada Board of Dircctors did
not consider, cvaluate, or make any decision whatsocver, regarding the structuring or pricing of the Rights Offering or any otherattributes of the subscription rights. The
Scars Canada Board of Dircctors is making no recommendation whatsocver regarding your excreise of the subscription rights. Stockholders who excrcise subscription rights
will incur investment risk on new money invested. Neither Scars Canada nor Scars Holdings can predict the price at which Common Shares will trade after the Rights
Offering. The market price for Common Shares may decrcase to an amount below the subscription price, and. if you purchasc shares of Common Shares at the subscription
price, you may not be able to scll the shares in the futurc at the same price or a higher price. Morcover, the market price for the Common Sharcs may increasc to an amount
abovce the subscription price, and if you do not exercise your rights you will be unable to participate in this appreciation. You should nake your decision based on your
asscssment of the business and financial condition of Scars Canada, its prospects for the future, the terms of the Rights Offering and the information contained in this
prospectus and in the documents incorporated by reference into this prospectus. See "Risk Factors” fora discussion of some ofthe risks involved in investing in Common
Shares.

ESL beneficially owns approxinately 48.5% of SHC Stock. Edward S. Lampert is the Chamman of the Board and Chicf Exceutive Officer of Scars Holdings and Chairman
and Chicf Exccutive Officer of ESL Investments, Inc. After completion of the excreise of the basic subscription rights in the Rights Offering, ISL is expected to own between
approximatcly 45.0% and 47.0% of Scars Canada. Notwithstanding ESL's stated intentions. neither Scars Canada nor Scars Holdings has any agreement, arrangement or
understanding with ESL as to the extent of ESL's exercise of its over-subscription privilege. IfESL excreised its basic subscription right as well as the over-subscription right
in full, and no other stockholder excreised its subscription rights, ESL would own between approximately 67.2% and 69.2% of the Common Shares. You should not view the
intentions ol ESI- including the intentions of Mr. Lanpert. as a recommendation or other indication. by themor any member of the Scars Holdings board of directors or the
Scars Canada Board ol Directors, regarding whether the excreise of the subscription rights is or is not in your best interests.

How do I exercise my subscription rights if I am a registered holder of SHC Stock?
[f you arc a registered holder of SHC Stock and you wish to participate in the Rights Offering. you must take the following steps:
. deliver payment (as sct forth below) to the subscription agent before 5:00 p.m.. New York City time, on November 7, 2014; and
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. delivera properly completed and duly exceuted rights certificate to the subscription agent before 5:00 p.m., New York City tinx, on November 7, 2014
In certain cases. you may be required to provide additional documentation or signature guarantees.

You may cxercise your subscription rights any time after your receipt of the subseription rights certificate and before the expiration date. Please follow the delivery
instructions on the rights certificate. Do not deliver subsceription documents. the rights certificate or payment to Scars Holdings orto Scars Canada. The risk ol delivery to
the subscription agent of your subscription documents. rights certificate and payment is bome by you. and not by Scars Canada, Scars Holdings or the subscription agent.
You should allow sufficient time for delivery of your subseniption materials 1o the subseription agent so that the subscription agent reecives them prior to 5:00 p.n.

New York City time. on November 7, 2014,

You must timely pay the full subscription price in U.S. dollars for the full number of shares of Comenon Shares you wish to acquire in the Rights Offering. including any
shares you wish 10 acquire pursaant to the over-subscription privilege. You must deliver to the subscription agent payment in full. by cashicr's or certified check drawn
upon a United States bank payable to the subscription agent at the address sct forth below before the expiration of the Rights Oftering period. Personal checks will not be
accepted.

How do I participate in the Rights Offering if my shares are held in the name of a broker, dealer, custodian bank or other nominee?

If you hold your shares of SHC Stock in the name of a broker. dealer. custodian bank or other nomince. then your nomince is the record holder of the shares you own.
The record holder must excreise the subseription rights on your behalfin accordance with your instructions. Ifyou wish to purchase Common Shates through the Rights
Offering. you should contact your broker. dealer. custodian bank or nominee as soon as possible. Please follow the instructions of your nomince. Your nominee may
cstablish a deadline that may be before the expiration date of the Rights Offering. Ifyou reccive but do not scll or exercisc the subscription rights before they expire you may
be subjeet to adverse consequences. Sce "Risk Factors—Risks Relating to the Rights Offering—If you arc a U.S. taxpaycr and receive but do not scll or exercisc the
subscription right before they expire. you may be subject to adverse U.S. federal income tax conscquences”.

How do I exercise subscription rights that were purchased during the subscription period?

If you purchased subscription rights during the subscription period through a broker, dealer. custodian bank or other nominee. you will not receive a rights certificate.
Instead, your broker. dealer, custodian bank or other nominee must exercise the subscription rights on your behalfl: If you wish to exercise your subscription rights and
purchasc Common Shares through the Rights Offering, you should contact your nominee as soon as possible. Please follow the instructions of your nominee. Your nomince
may establish a deadline that nay be before the expiration date of the Rights Offering.

[f you purchased subscription rights during the subscription period direetly froma registered holder of SHC Stock. you should contact the subseription agent as soon
as possible regarding the excreise of your subscription rights. Pleasc follow the instructions of the subscription agent in order to properly exercise your subscription rights.
Sce "Description of the Rights Offcring—Mcthod of Exercising Subscription Rights™.

When will I receive my subscription rights certificate?

Promptly after the date of this prospectus. the subscription agent will send a subscription rights centificate to cach registered holder o SHC Stock as of the closc of
business on the Record Date,
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bascd on the stockholder registry maintained by the transfer agent for SHC Stock. 1f you hold your SHC Stock in the nanx of a broker, dealer. custodian bank or other
nominee. you will not receive an actual subscription rights certificate. Instead, DTC will clectronically issuc one subscription right to your nomince record holder for every
sharc of SHC Stock that you beneficially own as of the Record Date.
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What form of payment nusst 1 use to pay the subscription price?

You must timely pay the full subscription price in U.S. dollars for the full number of Common Shares you wish to acquire in the Rights Offering. including any shares
you wish to acquire pursuant to the over=subscription privilege. You must deliver to the subscription agent payment in full, by cashicr's or centified check drawn upon a
United States bank payable to the subscription agent at the address sct forth below before the expiration of the Rights Offering period. Personal checks will not be aceepted.

If you send a subscription payment that is insufficicnt to purchasc the number of Common Shares you requested. or if the number of shares you requested is not
specificd in the rights certificate or subscription documents, the payment received will be applied to exercisc your subscription rights to the fullest extent possible based on
the amount of the payment received, subject to the availability of Common Shares under the over-subscription privilege and the climination of fractional shares,

If you send a subscription payment that exceeds the amount necessary to purchase the number of Cormimon Shares for which you have indicated an intention to
purchasc, then the remaining amount will be returned to you by the subscription agent, without intcrest or penalty, as soon as practicable following the expiration of the
Rights Offering.

What is the Record Date for the Rights Offering?
Record ownership will be determined as of the closc of business on October 16, 2014.
When will I receive my Common Shares?

The distribution of the Common Shares will be made by way of dircet registration in book-cntry form No share certificates will be issuced. [ you purchasc Common
Shares prior to the expiration of the Rights Offering. (i) as soon as practicable afier your exereisc of subscription rights pursuant to the basic subscription right and over-
subscription privilege, the trans fer agent will eredit your account or the account of your record holder with the number of Common Shares that you purchased pursuant to
the basic subscription right. and (i) as soon as possible aficr the closing of the Rights Offcring. and after all allocations and adjustments contemplated by the tenms of the
Rights Offering have been cffected. the trans fer agent will eredit your account or the account of your record holder with the nurnber of Conmon Shares that you purchased
pursuant to the over-subscription privilege and nuil to cach holder of subseription rights who excrcises the over-subscription privilege any excess amount, without interest
or penalty, received in payment of the subseription price for excess Common Shares that arc subscribed for by such holder of subscription rights but not allocated to such
holder of subscription rights pursuant to the over-subscription privilege.

After I exercise my subscription rights and send in my payment, may Iwithdraw or cancel my exercise of subscription rights?

No. All excreises of subscription rights arc irrevocable. subject to applicable law. including statutory rights of rescission and withdrawal, even if you later leam
information that you consider to be unfavorable to the excreisc of your subscription rights. You should not exercisc your subscription rights unless you are certain that you
wish to purchasc Common Shares at a price of or U.S.$9.50 per whole share.
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What effect does the Rights Offering have on the outstanding SHC Stock?

The sale of Conmmon Shares in the Rights Offering will not affect the amount of SHC Stock you own or your pereentage ownership of Scars Holdings. If you do not
excreise your subscription rights to purchase Common Sharces, following the Rights Offering you will no longer retain the same indirect ownership interest in the Scars
Canada businesscs and as well. the SHC Stock that you hold will not reflect the camings. asscts or liabilitics of Scars Canada. In addition. the trading pricc of SHC Stock
immediately following the Rights Offering may be higher or lower than immediately prior to the Rights Offering beeause Scars Holdings will own fewer shares of Scars
Canada. the ongoing camings of Scars Canada will no longer be consolidated in Scars Holdings' camings and Scars Holdings will receive cash procceds of up to
U.S.8380 million as a result of the sale of Scars Canada's Common Shares (assuming the subscription rights arc exercised in full).

What will Sears Holdings and Sears Canadu receive from the Rights Offering?

Ifall of the subscription rights arc excreised in full. Scars Holdings cstimates that the proceeds to Scars Foldings from the Rights Offering. before deducting estimated
offering expensces. will be up to approximately U.S.$380 million. Scars Canada will not receive any procceds from the Rights Offering.

In connection with the Rights Offering. Scars Holdings has agreed., among other things. to reimburse Scars Canada for all rcasonable documented expensces incurred by
it in conneetion with the Rights Offering. See "The Rights Otfering---Background to the Rights Offering”.

Are there risks in exercising my subscription rights?

Yes. The exercise of your subseription rights involves risks. Exercising your subsceription rights involves the purchase of Common Shares. You should consider this
investment as carcfully as you would consider any other equity investment. Among other things, you should carcfully consider the risks described under the heading "Risk
Factors" in this prospectus.

Will the rights be listed on a securities exchange?

No public market currently exists for the subseription rights. The subscription rights are transferable during the coursc of the subscription period and Scars Holdings'
application to list the subscription rights for trading on the NASDAQ under the symbol "SHLDR" has been approved. Scars Canada's application to list its Common Shares
on the NASDAQ under the symbol "SRSC” has been approved. Sears Holdings currently expects that the subscription rights will begin to trade on the NASDAQ on the
first business day following the distribution of the subscription rights, and will continue te trade until close of business on November 4, 2014, the third business day prior to
the scheduled cxpiration date of this Rights Offering (or if'the offer is extended. on the fourth business day immediately prior to the extended expiration date). As a result,
you may transfer or scll your subscription rights if you do not want to purchasc any Common Shares through the Rights Offering. However. the subscription rights arc a
new issuc of sceuritics with no prior trading market. and Scars Holdings cannot provide you with any assurances as to the liquidity ofany trading market for the
subseription nights or the market value of the subscnption rights.

On what secnrities exchange(s) will Sears Canada’s Convnon Shares be listed?
The Common Shares arc listed on the TSX. Sce "Market for Sceurities”. In connccetion with the Rights Offering. Scars Canada's application to list its Conmmon Shares on
the NASDAQ undcr the symbol "SRSC" has been approved. Scars Holdings cannot predict the trading prices for Sears Canada's Common Shares following the Rights

Offering. Sce "Risk Factors-—Risks Relating to SHC Stock”.
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What will happen to the listing of Sears Holdings shares?
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Nothing. Scars Holdings shares will continue to be traded on the NASDAQ under the symbol "SHLD".
What if I want to sell iy SHC Stock or iy Commwn Shares?

You should consult with your financial advisors, such as your stockbroker, bank or taxadvisor, Neither Scars Holdings nor Scars Canada makes any recommendations
on the purchase, retention or sale of SHC Stock or Common Shares. In addition, the trading price of SHC Stock immediately following the Rights Offering may be higher or
lower than immediately prior to the Rights Offering because Scars Holdings will own fewer shares of Scars Canada, the ongoing camings of Scars Canada will no longer be
consolidated in Scars Holdings' camings and Scars Holdings will receive cash proceeds of up to U.S.$380 million as a result of the sale of Scars Canada's Common Sharcs
(assuming the subscription rights arc cxereised in full).

If you decide to sell any sharcs of SHC Stock before the Record Date, you will not receive any subscription rights deseribed in this prospectus in respect of the shares
sold. If you own SHC Stock at the closc of business on the Record Date and scll those shares after the Record Date, you will still receive the subscription rights that you
would be entitled to receive in respect of the SHC Stock you owned at the closc of business on the Record Date and you nay be subject to adverse conscquences if you
choosc not to cxereisc them Sce "Risk Factors—Risks Relating to the Rights Offering-—1f you arc a U.S. taxpayer and receive but do not scll or exercise the subscription
right before they expire. you may be subject to adverse U.S. federal income tax conscquences”.

What fees or charges apply if I purchase Coinmnon Shares in the Rights Offering?

Scars Holdings is not charging any fce or sales commission to issuc subscription rights to you or to deliver shares to you if you exercise your subscription rights. If
you exercisc your subscription rights through your broker, dealer. custodian bank or other nomince, you are responsible for paying any fees your intennediary may charge
you.

What are the US. federal income tax consequences if I receive and exercise a subscription right?

You should discuss with your taxadvisor the 1axconscquences of receiving and exereising a subscription right. However, i you receive a subscription right and
exercise that right, you should generally expect to have (1) taxable dividend income cqual to the fair market value (if any) of the subscription right on the date of its
distribution by Scars Heldings and (2) no additional income upon the exercise of the subscription right. As a resull, you may need to fund any tax resulting from the receipt
of the subscription right with cash fromother sources.

Scc "Certain United States Federal Income Tax Considerations™.

What are the U.S federal income tax consequences if I receive and sell a subscription right?

You should discuss the tax consequences of receiving and sclling a subscription right with your tax ad visor. However. if you arc a U.S. taxpayer and reecive a
subscription right and scil that right. you should generally expect to have (1) taxable dividend income equal to the fair market value (if any) of the subscription right on the
datc of its distribution by Scars Holdings and (2) short-term capital gain or loss on the sale of the subscription right equal to the difference between the proceeds reccived

upon the sale and your adjusted basis in such right on the datc of its distribution by Scars Holdings.

Sce "Certain United States Federal Income Tax Considerations”.
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What are the US. federal income tax consequences if I receive and do not sell or exercise the right before it expires?

You should discuss with your taxadvisor the tax consequences of receiving a subscription right and neither selling nor excreising that right. However, if you arca U.S.
taxpaycr and reecive a subscription right from Scars Holdings and do not scli or exercise that right before it expires. you should generally expect to have (1) taxable dividend
income cqual to the fair market value (if any) of the subscription right on the date ofits distribution by Scars Holdings and (2) a short-tenmcapital loss upon the expiration of
such right in an amount cqual to your adjusted tax basis (if any) in such right. In general. capital losses arc available to a U.S. taxpayer only to offset capital gains and nay
not be used to offset dividend or other income (exeept. to the extent of up to $3.000 of capital loss per year, in the case of a non-corporate U.S. stockholder). Accordingly. if
you reeeive a subscription right from Scars Holdings and take no action, you may owe taxand need to fund that tax with cash fromother sources.

Sce "Certain United States Federal Income Tax Considerations” and "Risk Factors---Risks Relating to the Rights Oftering-—If you are a U.S. taxpayer and reccive bat do
not sell or exercise the subscription right before they expire. you may be subject to adverse U.S. federal income tax consequences™.

How will I be impacted if the distribution of rights to me is subject to US. Federal withholding tax?

In certain circumstances. withholding tax or backup withholding tax may apply to the distrbution by Scars Holdings of the subscription rights. If withholding tax or
backup withholding tax applics to the distribution of the subscription rights to you. your broker (or other applicable withholding agent) will be required to remit any such
withholding tax or backup withholding taxin cash to the U.S. Intemal Revenue Scrvice ("IRS"). Depending on the circumstances. the broker (or other applicable withholding
agent) may obtain the funds neeessary to remit any such withholding tax by asking you to provide the funds. by using funds in your account with the broker or by sclling
(on your behalf) all or a portion of the subscription rights or by another means (il any) available.

See "Certain United States Federal Income Tax Considerations™.

How do I exercise iny subscription rights if I live outside of the United States or have an army post office or fleet post office address?

The subscription agent will hold rights certificates for holders of SHC Stock having an address outside the United States and Canada. or who have an Army Post Office
(APO) address or Fleet Post Office (FPO) address. Inorder to exercise subscription rights. such stockholders must notify the subscription agent and timely follow the
additional procedures described under the heading "Description of the Rights Offering—Forcign Stockholders™.

To whom should Isend my forms and payment?

If your shares arc held in the nanx of a broker. dealer or other nominee. you should send your subscription documents and subseription payment to that nominee, If
you arc the record holder, you should send your subseription documents. rights certificate and subscription payment by first class mail, hand delivery or courier service to:

By first class mail: By hand or ovemight courier:
Conpatershare, Inc. Computershare, Inc.
¢/o Voluntary Corporate Actions ¢/o Voluntary Corporate Actions
PO Box 43011 250 Royall Street Suite V
Providence. RE02940-3011 Canton, MA 02021
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The nsk of delivery 1o the subseription ggent of subseription docwments, nights cenilicates and subsorption payments is bame by the holders of subsenplon nghts,
and not by Sears Holdings, Scars Canada or the subserpion agert. You should allow sufficient time for delivery of your subsernption materials to the subserption agent

How will the Rights Offering affect participarss of the suvings plam sparsored within the Sears Holdings conrolled group of corporations?

The Szars Holdinps Savings Plan and the Scars Holdmgas Puenia Rico Savings Plan (collocuvely, the "Savings Plans™), cach offer an erployey stack fund thwogi
which panticipants (cumvent and farmer Sears Holdings ermployces ) may mvest in SHC Swek. The Sears Holdings Corporation Savings Plan Master Trust ("Saings Plan
Trust"), which holds the asseis of the Savings Plany will receive vne sebsenpuan rght torcach fllshare of SHC Stock beld i thie Savings Flan Trust as olihe Recodd
Dale Scars Holdings is applying to the LLS. Depament of Labor for o prohibited 1ensaction cxenption on g retroactive basis, eflective as of (he date of the distribution of
the subserption rghts, providing relief for the acquistion, holdng and disposition of the subscnption nghts by the Savings Plans. It is antiespaied that an mdepeaden
fiduciry will be crgaged for cach Savings Plan to determine whether and/or when 1o exercise or sell the subscription nghts on behalf ol the trusts of the Savigs Plans,
subject to the wenrs of the prolibrted transaction cxcmption. Procceds fromthe cxeteise or sale of the subsenptiog mghis will be allocated 10 Savings Plas accounts tha
have a holding  the Sears Holdings stock fund as of the record date

Whomn should 1 cortact if I have orther qustinrs?

If you bave more questions about the Rights Offering orneed sdditional copies of the Rights Offermg docu ments, please comucel Geargeson Ine., Sears Haldings
mivrmmiion agent. by calling (866) 7419588 (foll-free) or cmailing SearsCanadaCfferfdgeorgoson com
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ABOUT THIS PROSPBECTUS AND GENERAL DISCLOS UREMATTERS

Praspechive myestors should rely anly on itfommtion contaired or mcomuorsied by reference inthis prospectus. Neither the Camporition nor Sears Poldings have
autharzsd any otlier person 1o provide prospective mveston with difiereni information, [Ka prospective myestor i provided with dillerent or ineonsistent fnlfmmbion, the
inyvestar should not rely on such miormanion. The nformation contamed on the Compors s website i not intended to be meluded in vy mcorporated by reference mto (his
prospectus and prospeebve purchasers shoukd not rely on sueh ir fommtion when deciding whether or pot o investm the Common Shares

Nather the Corparation nor Sears Holdings are naking an offer to sell m any junsdiction where die offeror sale is not pemmitted,

In this prospectus, relerences to the " Camporation®, "we”, "us™ and "ouwr” refer 1o Sears Canudit and 18 subsidmnes together with IS investment i joint araigement
Ipterests unless the vontest ortherwise requires, Allreferences in his prospecios o "fiseal year” are to the 52 or 53-week period ended on the Saturday closest to January 31
ol'each year. "Fiscal 2014" refers 10 the 52-week peood ending Janwary 31, 2015 “Freal 2013 refers to the 32-wock period ended February |, 2004, *Frseal 2002° fefers o the
Siweek perod ended February 20 2003, " Fiscal 2011 wilers to the ST-week penod ended Innuary 28 2012 Sears Canada financrd mlomation meluded or incomorated by
relerence i this prospectus for penods pror Lo January 29, 2010 was prepared in accordance wih Canadian generally accepied accounting prnceples befone die adoptim of
(FRS

This prospectus includes inforimton specifically provided by Sears Holdings lor inclusion in this prospecus, Including the information ubout Sears Doldings and
the Rights Offering. See "Questions and Answers Relating to the Rights Offering”, The Rights Offecing™, “Desceiption of the Rights Ofering™, " Risk Factors—Risky
Related ta the Rights Offering" and "Certain United States Federal lncame Tax Considerations™. Although v believe this information ta be refiable, we hywe not
independently verificd any of the Informedon and do not provde any representatian or assurance as to the accuracy or comgleteness of the informstian. or appropriateness
of the inforpmuion for any purticular purpose and, necardingly, disclaim any liabiliey In cclation 1o such information. We hive no intention and undercake no olligation 10
update or revise any yuch Information, whether ax a result of nes informagon, future eveniy or otherwisc.

This prospectus famy pan of a registration statement on Foan B0 relating 1o the Conwmon Shares thar we filed with the SEC Before you mvest, you showld read this
prospeetus tngether with addional mformation deseribed under the headmg “Where You Can Find More Informacon™

CURRENCY AND EXCHANGE RATE INFORMA THON

Allreferences i this prospectus to "dolhs” ar"S" are to Canadian dollurs unless otherwise noted, Al references to "US, dollars™ or "US.S™ ane 10 Unilod States
dolars. The Comoration's financial statemonts meorparated heren by referenee have been prepared m accondar ee with Inemational Fmaneml Reporting Standards
C'IFRS " Vassured by the Intemational Accounting Standards Board, The Compomtion pubhshes its financtal statemonts m Canadun dollars, All reforences (0 exchange rates
herein are to the exchange mte published by the Bank of Canada,
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The Bank of Canada noon exchange mates (the “Noon Exclange Rate” ) tor the conversion of nne Canadu dollir usmg .S, dollars were as follows diean the msdicated
penods:

Sured in LLs daoblasy

26-weck perind ended End of Fivel Year
Anguer 2 24 2053 2002 i
End of penod 09158 0.8994 (KNI RS N9uR7
thgh forthe pedod 0,94K 180 142w 1 0383
Low far the perned (18888 0.9599 D943

Average o1 the period [IRETH )13 1 AXK

The Noon Ewhange Rate on October 15, 204 Tor the conversion of Canadian dollars into US, dollars, was $1.00 cquals LS.51.1289 and for the conversion ol US
dollars into Canadmn dollars, wies US.5 100 equals $1.8858, The subserption prce per whole Caommmon Share was detemaned using the Noon Exchange Rate as of
Scptember 26, 2014, whieh for the conversian of Canadion doflars tite LS. dollans, was $ 100 cquals LSS0 164 and for the conversion o) LS. dohars mto Capadian dollars,
was LLS.S1,00 cquals SORUST.

\WHERF. YOU CAN FIND MORE TRFORMATION

Sears Canada hus fled wath 1he SKC under the U.S Securities Act o regisianon statenent an Fomit F-10 refating to the Commmon Shures bemg offered hersonder and of



which this prospectus forms a part. This prospectus. which constitutes pan of the registration statement. docs not contain all of the information sct forth in such registration
statement. certain items of which are contained in the exhibits to the registration statement as penitted or required by the nules and regulations of'the SEC. Items of
information omitted fromthis prospectus but contained in the registration statement will be available on the SECs website at www.sce.goy.

Scars Canada files with the sceurities commissions or similar authoritics in Canada matcrial change reports, annual and quarterly reports and other infonmation. You may
aceess our disclosure documents and any reports, statements or other information that we file with the sceuritics conmmissions or similar authoritics in Canada through the
Intemet on the Canadian System for Electronic Document Analysis and Retricval, which is commonly known by the acronym SEDAR and which nay be accessed at
www.scdar.com Copics of the documents incorporated hercin by reference may be obtained on request without charge from the Office ofthe Scerctary of Scars Canada Inc.,
290 Yongc Strect. Suite 700, Toronto, Ontario. M5B 2C3, (416) 9414428 and arc also availablc clectronically at www.sedar.com

Scars Canada is subject to the informational requirements of the U.S. Exchange Act of 1934, as amended (the "US. Exchange Act™), and. in accordance with the U.S.
Exchange Act. Scars Canada files certain reparts with and fumnishes other infonmation to the SEC. You may read any document Scars Canada files with or fumnishes to the
SEC at the SEC's public reference roomat Room 1580, 100 F Street NLE, Washington, D.C. 20549. You may also obtain copics of the same documents from the public
reference roomofthe SEC at 100 F Strect, N.E,, Washington, D.C. 20549 by paying a fee. Pleasc call the SEC at 1-800-SEC-0330 or contact themat www.sce.gov for further
information on the public reference rooms. You may also aceess Scars Canada's disclosure documents and any reports, statements or other infommation that Scars Canada
files with the SEC through the Intemnet on the SEC's Electronic Document Gathering Analysis and Retricval System, or EDGAR, and which may be accessed at www.sec.gov.

IFRS AND -IFRS MEASURES

Centain documents incorporated herein by reference make reference to certain financial and operating performance measures to assist in asscssing the Corporation's
fimancial performance.
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ncluding "same store sales” and "Adjusted EBITDA". Adjusted EBITDA and same stores sales are not recognized measures in accordance with IFRS. Such financial
measurcs do not have standard meanings prescribed by IFRS and are therefore unlikely to be comparable to similar measures presented by other issuers. For information
regarding the financiat measures used by the Corporation. sce the Corporation's managenent's discussion and analysis relating to the audited consolidated financial
statements of the Corporation for Fiscal 2013 (the 2013 MD&A™), which is incorporated hercin by reference. Sce " Docunments [ncorparated by Reference”.

DOCUMENTS INCORPORATED BY REFERENCE

The fallowing documents. as filed with the various sccuritics commissions or similar authoritics in the provinees and temitorics of Canada and. subject to certain

exceptions desenbed below, with the SEC, are specificalty incorporated by reference into and forman integral part of this prospectus:

I the annual infonmtion form of Scars Canada dated March 13, 2014 (the "AIF");

2 management proxy circular of Scars Canada dated March 13, 2014 in respect of Sears Canada's annual and special mecting of sharcholders held on April 24,
2014

3. the audited consolidated financial statements of Scars Canada together with the Report of Independent Registered Public Accounting Firmthercon and the

natcs thereto for Fiscal 2013 (the "2013 Annual Financial Statements”) and Fiscal 2012 (the "2012 Annual Financial Statements ™),
4. the 2013 MD&A:

5. the unaudited consolidated financial statements of Scars Canada together with the notes thereto as at and for the 13 and 26-week periods ended August 2,
2014 (the "Q2 Financial Statements"” and togcther with the 2013 Annual Financial Statements and the 2012 Annual Financial Staterments. the " Finaneial
Statements" ).

6. management's discussion and analysis of Scars Canada for the 13 and 26-week periods ended August 2, 2014 (the "Q2 MD&A", and together with the 2013
MD&A. the "MD&A"): and

7. the material change report of Scars Canada dated October 6, 2014 in respect of the Offering.

Any statement contained in a document incorporated or deemed to be incorperated by reference in this prospectus will be deemed to be mwdified or superseded, for the
purposes of this prospectus, to the extent that a statement contained herein, or in any other subsequently filed document which also is or is deemed to be incorporated by
referenee herein, modifies or supersedes that statement. The modifying or superseding statement need not state that it has modified or superseded a prior statement or
include any other infonmation sct forth in the document that it modifics or supersedes. The naking of'a modifying or superseding statenment is not to be deemed an
admission for any purposcs that the modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an omission to
state a material fact that is required to be stated or that is necessary to make a statement not misleading in light af the ¢ircunstances in which it was made. Any statenent so
modificd or superseded will not, except as so modificd or superseded, be deemed to constitute a part of this prospectus.

Any documents of the types refened to in the preeeding paragraphs | through 7. all material change reports (cxcluding confidential material change reports ).
comparative interim financial statements. comparative annual financial statements and the auditor's reports thercon. all management discussion and analysis ofthe financial
condition and results of operation and infonmation circulars which are filed by the Corporation with a sccuritics commission or similar regulatory autharity in any of the
provinees or temritorics of Canada after the date of this praspectus and prior to the termination af the distribution of the Rights Oftering shall be deemed to be incorporated
by refercnce into this
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prospectus. In addition, 1o the extent that any document or information incorporated by reference in this prospeetus is included in any report on Form 6-K. Fonn 40-F,

Form 20-F. Fonn 10-K. Form 10-Q or Form 8K (or any respective sucecssor form) that is filed with or fumished to the SEC after the date of this prospectus. such document or
nformation shallbe decmed to be incorporated by reference as an exhibit to the registration statement of which this prospectus fonms a pant. In addition. we may incorporate
by reference into this prospectus informatian fromdocuments that we file with or fumish to the SEC pursuant to Section 13(a) or t5(d} of'the Securities Exchange Act of
1934. as amended.

FORWARD-LOOKING STATEMENTS
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Certain infonmation in this prospcctus and the documents incorporated by reference in this prospectus is forward-looking and is subject to important risks and
unecrtaintics. Forward-looking information concerns, among other things, the Corporation's future financial perfonmance, business strategy, plans. expectations, goals and
objectives, and includes statements coneeming possible orassumed future results sct out under "Description of the Business of Scars Canada--Business Strategy”. and
"—QOther Recent Developments” and "Inpact on Scars Canada ofthe Sale of Common Shares under the Rights Offering”. Often. but not always, forward-looking information
can be identified by the usc of words such as "plans”, "expects” or "doces not expect”, "is expected", "scheduled”, "estimates”, "intends”, "anticipates™ or "does not
anticipate” or "believes”, or vanations of such words and phrascs, or statements that certain actions, events orresults “may", "could". "would", "might" or "will" bc taken.
oceur or be achieved. Although the Corporation belicves that the estimates reflected in such forward-looking infonmation are reasonable, such forward-looking information
mvolves known and unknown risks . uncertaintics and other factors which may causc actual results, perfonmance orachicvements to be materially different fromany future
results, performance or achicvements expressed or implicd by the forward-looking information. and unduc refiance should not be placed on such infomnation.

Factors which could causc actual results to differ materially from current expectations include, but are not limited to: the Corporation’s inability to compete cffectively in
the highly competitive retail industry; weaker business performance in the fourth quarter; the ability of the Corporation to success fully implement its strategic initiatives;
changes in consumer spending; ability to retain senior management and key personncl; ability of the Corporation to success fully manage its inventory levels: customer
preference toward product offerings; the results achicved pursuant to the Corporation’s credit card marketing and servicing alliance with JPMorgan Chasc Bank, N.A.
(Toronto Branch), ("JPMorgan Chase"); ability to sccurc an agreement with a financial institution for the management of the credit and financial services operations on
terms and conditions as favorable to us as thosc we currently have under our credit card marketing and servicing alliance with JPMorgan Chase: disruptions to the
Corporation’s computer systems: cconomic, social, and political instability in jurisdictions where supplicrs arc located; structural integrity and fire safety of foreign factorics:
increased shipping costs. potential transportation delays and intermuptions; damage to the reputations of the brands the Corporation sclls; changes in the Corporation's
relationship with its supplicrs; the Corporation's reliance on third partics in outsourcing anangements; willingness ofthe Corporation’s vendors to provide acceptable
payment tems; the outcome of product liability claims; any significant sccurity compromisc or breach of the Corporation's custoimer, associate or Corporation information;
the credit worthiness and financial stability of tenants, partners and co-amangers, with respect to the Corporation's real estate joint arrangements: the outcome of pending
legal procecdings; compliance costs associated with environmental laws and regulations; maintaining adequate insurance coverage; scasonal weather patiems: ability to
make, intcgrate and maintain acquisitions and investments: general cconomic conditions: liquidity 1isk and failure to fulfilt financial obligations: fluctuations in forcign
currency cxchange rates; the credit worthiness and financial stability of the Corporation’s licenscees and business partners; possible imits on our aceess to capital narkets
and other financing sources; interest rate fluctuations and other changes in funding costs and investment income: the possibility of negative
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mvestment retums in the Corporation's pension plan oran increase to the defined hencfit obligation; the impairment of intangible and other long-lived asscts; the possible
future termination of certain intellectual property rights associated with the “Scars” name and hrand nanxs if Scars Holdings reduces its interest in the Carporation 1o less
than 10.0%; potential conflict of interest of some of dircctors and exceutive officers of the Corporation owing to their ownership of SHC Stock: possible changes in the
Corporation's ownership by Scars Holdings and other significant sharcholders; productivity improvement and cost reduction initiatives and whether such inttiatives will
yicld the expected benefits: competitive conditions in the businesses in which the Corporation participates: new accounting pronounceients., or changes to existing
pranouncenients, that impact the methods we use to report our financial position and results fromopcerations: uncertaintics associated with critical accounting assuniptions
and cstimates: and changes in laws. rules and regulations applicable to the Corporation. Information about these factors. other naterial factors that could causce actual
results to differ materally from expectations and about material factors or assumptions applied in preparing forward-looking information, may be found in this prospectus.
and clsewhere in the Corporation's filings with sccuritics regulators.

Allof the forward-looking statements included or incorporated by reference in this prospectus are qualified by these cautionary statements and those made in the "Risk
Factors" scction of this prospectus. those madc in the "Risk Factors” scction of our AIF and those madc in the "Risks and Uncertamtics” section of the MD&A . and our
other filings with the sceuritics commissions or similar authoritics in Canada that arc incorporated by reference in this prospectus. These factors are not intended to
represent a conplete list of the factors that could affect us: however. these factors shauld be considered carefully. and readers should not place undue reliance on forward-
looking statements made herein or in the documents incorporated herein by reference. The forward-looking mformation in this prospectus. unless otherwise indicated. stated
as of the date hercofand are presented for the purpose of assisting investors and others in anderstanding the Corporation's financial position and results of operations as
wellas the Corporation's objectives and strategic prioritics. and may not be appropriate for other purposes. The Corporation docs not andertake any obligation to update
publically orto revisc any forward-looking information. whether as a result of new infonmation. future cvents or otherwisc. except as required by law,

ENFORCEMENT OF CANADIAN JUDGMENTS

Sears Holdings is organized under the laws of'a forcign jurisdiction and resides outside of Canada. Althaugh Scars Holdings has appointed Osler, Hoskin & Harcourt
LLP, 100 King Street West, Toronto. Ontario, as its agent for service of process in Canada, it may not be possible for investors to enforec judgments obtained in Canada
against Scars Holdings. In addition. it may not be possible to enforee judgments against Scars Holdings obtained in Canadian counts predicated upon the civil liability
provisions of applicable scecuritics laws in Canada.

Certain of the officers and dircctors signing the certificate ta this prospectus reside outside of Canada. Furthcrmore, substantiatly all af the asscts of thesc individuals
may be located outside of Canada. Although thesc individuals have appointed Scars Canada. 290 Yonge Street. Suite 700, Toronto. Ontario. as their respecetive agent for
scrvice of process in Canada. it may not be possible for investors to effect service of process within Canada upon these individuals. In addition. it may not be possible 1o
cnforee judgments against these individuals obtained in Canadian courts predicated upon the civil liability provisions ofapplicable sceuritics laws in Canada.

ENFORCEABILITY OF US. CIVIL LIABILITIES

The Corporation is a corporation incorporated under the Canada Business Corporations Act ("CBCA"). Certain of the Corporation's directors, and some of the experts
named in this prospectus. are residents of Canada or otherwisc reside outside the United States. Concurrent with the filing of this
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prospectus. the Corporation has appointed an agent for service of process in the United States (described below), but it may be difficalt for sharcholders that reside in the
United States to cffect service within the United States upon those directors and experts that are not resident in the United States. It may also be difficult for sharcholders
that reside in the United States to realize in the United States upon judgments of courts of the United States predicated upon the Corporation's civil liability and the civil
lability ofits dircctors, officers and experts under the U.S, federal sceurities laws. The Corporation has been advised by its Canadian counscl. Torys LLP. that a judgment of
a U.S. court predicated solely upon civil fiability under U.S. federal seeuritics laws or the sceuritics or "bhue sky" laws of any state within the United States, would probably
be enforceable in Canada if the U.S. court in which the judgment was obtained assumed junisdiction on the same basis that a court in Canada would assume jurisdiction. The
Corporation has alsa been advised by Torys LLP. however, that there is substantial doubt whether an action could be maintained in Canada in the first instance on the basis
af liability predicated solely upon U.S. federal sceuritics Taws.

The Corporation has filed with the SEC. concurrently with its registration statenent on Fonm F-10 of which this prospectus is a part, an appointment of agent for scrvice
of process on Form F-X. Under the Fonm F-X. the Coparation has appointed Torys LLP as its agent for service of process in the United States in cannection with any
mvestigation or administrative pracceeding conducted by the SEC, and any civil suit or action brought against or involving the Corparation in a U.S. court anising out of or
related to or conceming the offering of the sceuritics under this prospectus.

58



Table of Contents

DESCRIPTION OF THE SEARS CANADA BUSINESS
Description of the Business
Company Overview

Scars Canada is a multi-format retailer and. as of October 14, 2014, has a nctwork total of 113 Full-Line department stores, 307 specialty stores (including 47 Sears Home
stores. |1 Outlet stores, four Appliances and Mattresses stores, 222 Hometown Dealer stores operated under independent local ownership and 34 Corbeil stores), 1,378
catalogue merchandisc pick-up locations and 96 Scars Travel offices.

Scars Canada's corporate website is located at www.scars.ca. OQur Annual Reports are available, free of charge. through the "Reports” portion ofthe Investor
Information scetion of the Scars Canada website. See "Where You Can Find More Information".

Bissiness Overview
Merchandising Operations

The Corporation’s merchandising scgment includes the sale of goods and services through the Corporation’s retail channels. which includcs its Full-Line. Scars Home,
Hometown Dealer, Outlet, Appliances and Mattresses, Corbeil Electrique Inc. ("Corbeil") storcs and its Direct (cataloguc/intemet) channel. Commission revenue includes
travel, home improvement services. insurance and performance payments reccived from JPMorgan Chasce under the Corporation's long-tenn credit card marketing and
scervicing alliance with JPMorgan Chasc. The Corporation has a multi-year licensing anangement with TravelBrands Inc. ("TravelBrands"), (formerly known as Thomas
Cook Canada Inc.), under which TravelBrands owns and manages the day-to-day opcerations of all Scars Travel ofTices and provides conmmissions to the Corporation.
Licensce fee revenues are comprised of payments received from licensces that operate primarily within the Corporation's stores.

Retail Channel

Full-Line Department stores-—Scars Canada's Full-Line Department stores are located in urban and suburban enclosed shopping centres. The major merchandise

categorics include the following:

. Apparcl & Accessorics—women's. men's and children’s apparcl, nurscry products. cosmetics. jewclry. footwear and accessorics.,
. Home & Hardlines-—mmajor appliances. including refiigeration. laundry. ranges. dishwashers and microwaves. as well as home fumnishings and mattresses,

home décor, outdoor power., hardware. clectronics. toys. fitness & reercation. floor care and scasonal products.

Although merchandise varics by store. over Fiscal 2013, the merchandise sales mixbetween the two major categorics arc approximately 60.0% Apparel & Accessorics
and 40.0% Honx & Hardlines.

Full-Line Department stores include a Sears Canada catalogue merchandisce pick-up location. Scars Travel ofTices and licensed businesscs. such as optical centres and
portrait studios. arc also located in many of the Corporation's Full-Linc Department stores.

and box-springs. and major

Sears Home s tores—Scars Home stores are typically located in power centres and present an extensive sclection of fumiture. nmttres
appliances. as weltas a limited sclection of clectronics. The majority of these stores range in size from 35.000 to 60.000 square feet. During Fiscal 2013, almast all sales in
Sears Honx stores were in the Home and Hardhines category.

Hometown Dealer stores—Scars Homctown Dealer locations arc primarily independently aperated and offer majar appliances. fumiture. mattresses and box-springs.
clectronics. outdoor power equipnent as well as a catalogue merchandise pick-up location. Most Hometown Dealer stores are located in
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markets that lack the population to support a Full-Line department store. During Fiscal 2013, almost all sales in Hometown Dealer stores were in the Home and Hardlines
category.

Outlet stores—Scars Outlet stores offer clearance merchandisc. panticularly fromthe Corporation's Full-Line Department stores and Dircet channel. as well as surplus
big-ticket items fromall channels.

Corbeil-—Corbeil is a chain of major appliance specialty starcs tocated throughout Québec. the Greater Toronto Arca and Eastem Ontario. There arc 34 storcs in the
chain. 16 of which arc franchised. The chain also includes one liquidation centre and ane distribution centre in Montreal. Stores average approximately 6.500 square feet in
size.

Sears Travel-Scars Travel service operates within 96 Scars Canada locations across Canada. an online travel service at www.scarstravelea and 1-866-FLY-SEARS.
which connects customers to the nearest geographical branch. FromJanuary 30, 2011, TravelBrands conmenced nunagement of the day-10-day operations of all Scars
Travcloffices and the Scars Travel website,

Sears Fome Services

In 2012. Scars Canada combincd Scars Home Installed Products and Scrvices ("HIPS™). and Repair Services and Parts. under the brand nanx Scars Hame Services. In
March 2013, the HIPS business was licensed to SHS Services Management Inc. ("SHS"). an independent third party. which continued to opcerate under the Scars Home
Services brand. In December 2013, SHS cntered reccivership and all offers of services provided by SHS ceased. In January 2014, pursuant to an order of the Ontario Superior
Court of Justice (Commereial List), PricewaterhouscCoopers Inc. was appointed receiver, without sceurity. of all of the assets, undertakings and property of SHS. Scars
Home Services no langer offers HIPS services. Repair Services and Parts, carpet and upholstery cleaning services, and installation and asscmbly of products purchased at
Scars Canada storcs continuc to be offered by Scars Canada under the Scars Horme Serviees brand.

Direct Channel

The Corporation’s Direct channcelis comprised ofits cataloguc business. which is Canada's largest general merchandisc cataloguc business. and Scars.ca. onc of
Canada's leading anline shopping destinations with over 100 million visits in Fiscal 2013. With two distribution centres exclusively dedicated to servicing the Direet channel
and 1.378 cataloguc merchandisc pick-up locations nationwide. Scars Canada can deliver orders in most arcas of the country. Orders can be placed by telephone at 1-800-26-
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SEARS, by mail. by fax onlme at Scars.ca or in person through Sears Canada stores and catalogue agents, As a. October 14, 2014, 1212 olthe wotal 1,378 eatalogue
nerchandise pick-up Incations were independently opernted onder local ownership, with the renmming 166 usits located wathig Scars Canada locations.

Catalogue—In Fiscal 2013, 16 diflerent calalogues were distributed throughout Canada. [n addition. during Fisend 2013, Scasy Canada disinbuted t Spocalogacs
designed 1o offer more seasonally relevam merchsndise to specific custonxrs,

Sears.ca— The Corporation’s website. Scars e, enables the Coporation w provide new nierchandise offers diroetly to internel customers and highlights e
Cormportian's extenswe general nerchandise sclection. In Fiscal 2013, the Corporation conbnsed 10 fmvest in ils online capabiitics 1o improve the user expencnee, and
engage new customers and demigraphics. Scars Canada s commited to mrumntainmg s reputalion as a trusted Canadian retailer by (ocusmg on cusiomer privacy. sceunty,
and sans [action when shopping on Scars.ca.

Jogistios

National Logistics Centres (" NLCs™»—Scars Canada opemtes <ix logistics contres located across the country, The logistics centres wre ovopnsed of seven owned
and three leased warchouse facilitics

which serve all channels of the bugsmess, The total floorarca af theae logistics eontres was 6.8 million squone feet at the end of Fisead 2013, ol which 3.6 millior square feet is
devated to warchouse and Iogistics operations. The rerainder of the space s utiled Jor other Sears Canada opzrations, meluding call centre services. One of our Regma,
Saskatchewan. Jogisiics centres is m the process of being replaced by a new logistics centre in Calgary, Albena,

sponts Nerchandise Yo stores, catnlogue merchandine piek-up locations, and

S.LH Transport Inc. ("SLH")—The Comporation's whollv-owned subsidiary, STIL ¢
diwectly 1o customers. SLH ix respansible for providing logistics senviees far the Camportion’s merchandising operations by operating o fleet of tractars and tailers 1o
provide curier services for Sears Canada and contract earmier services o comeeneitt customers who ane unrelated to Sears Canada, SLH also provides tmns portation
services for Sears Canada suppliers both demestic and US ax wel as a full mpge oV asset and outsounced freighl management solutions (o a diverse third pany custormer
base. The arangemens with turd parics mercase SLIY fleet utiizwan and wprove the efficieney of s operations, SLH has developed a nanonwide disinbution network
ro provide better and mare consistent service to s customers

Ay at October 14,2014 and the end of Fiseal 2003, Fiscal 20120 and Fiscal 2011, the Corporation’s Wocationy werd disinbuted wemss the country as follows

As @t As ol Asal As ul
Octuber 14, Fdoruan 1. Febyuars 1, Tanuary 28,
i 2014 2013 2Nz
Aanbe  Qodia  _Oaman Pralie Padfic Tutal Dot Toial Total
Fulld e Dopertrsent 2 7 4n 20 14 13 118 11R
Sears | e stones 3 I 1 0 § 43 ETY 1y
Ouitler stres [ ! fi I -l 11 1 It
Spamlty Bypez Apphimos and Malirsss
e - - v I - ! g d 4
Corpaorale stores &3 AV nh 3] 21 7% 181 Nt i8S
Momctonn Dol clons 45 el 47 = v n & 20y 285
Seans Howe Savios Shusroone - = 1 1 - 8 ) 1
Lot | Frsniise stons 13 b - - 13 17 ]
Cynben] Corpuraic sires — 13 3 - - v \& h
Cortisi - 2 L B} 4 A n
ML.Cs - 1 3 J 6 & i} 3
Truvd affias 2 4, 17 1 e 7 I3
Catdogue merchandlse plchup loations 191 434 7 1 1A 1,393 1,732

To date in Fiscal 2014, the Corparation has closed one Home Store, 23 Homelown Dealer stores. one Travel nffice. and 18 Catalogue merchandise pick-up lcsimns

¢ merchandise piok-up locations, The Corpomtion alse opened a
¢ fermmnations that vecuired dunng Frscal 200 2 and an additional

Ian Fiscal 2003, ths Compaoration closcd 28 Hoimetown Dealer stores, four Travel offices, and 66 Catalo
tHometown Diler store. Five Full-Line stores were closed dunmpg the st quastier of 2004 a3 a result ol le
twir Full-Lme stures will he closed dumg the firsst quarter of 018 as aresull of fease terminations that occurred dunng Fiseal 2013

In Frsenl 2012, tha Comporation closed four Full-Lme stores as a result of the lease temunations and lease amendmeiits that oceurred durng the year. The Comonttinn
atakogue metehandise prek-up loganons, 24 Homaown Dealey stores and |7 Finor Covering Centres. Dunng the sceond quaner of 2012, Cantrex Uroup Ine

also closed 222
("Cantrex” y was sold

In Fiscal 2011, the Comoration opened 201 Hometown Ocaler stores and 2 Catslogue merchandise pieksop loeutions, The Comoration also closed thaee Hornetown Pouler
stores. three Floor Covering Centres and 91 Canalogue roorchandise pick-up locations
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Tahle of Conesils
Real Estare Jouit Areangeants
As at February 152014, the Corparation had joint amangenent interests in three shopping contres across Canada and reconded these meerests in the Corportion's

sntres ranged from 15006 10 20005, and were co-owned with Ivanhod Carebridge Propertics (" anhod™ ).
angenments requred the unanmmous

statemonts, oint amangement nlerests in the shopping
-to-day monagenent of the shopping centres. but the ot decisions cyarding thege o

Friancial
Sears Canada wus not wtvolved in the di
consent at fvanhoe and the Carporaton

The primary objective of the Corporabon's real ¢siale |01l aTTaREEmonts was to nusinea 1h¢ retams on ity tivestment m shapping cenire reshesiare, Scars Canuda
reviewed the performance ofthese jomnt amangensnts on @ regular basis. Shopping cenires were considered non-core assets,

During the fourth quaner of Fisen! 2003, the Comporation sold ils mterest in the propetties co~ownad with The Westelitf Croup of Conpanics for total proeceds of
S35 million, recogniany @ pre-tax gait of $66,3 million on the sale. Dunng she founh quanter of 2012, the Corporation sold s share olasses m Medicwe Hat for net

proceeds of $38.3 million. recognuang a pre-tia gain of S8.6 mallion on the sule

The jomtly cantrelled entities and the Comoratinn’s ownershin nrerest m cach as g1 Februzry 1, 2004 ane Tisted helow:

Joint Mmingemeni Ovwneniiip
Entin Name Propertics Partner Intorest
Kildenan Place Kildonan Mace Tvanho¢ Cambridge 20.0%
ReginnanxiLes Rivicres Shopping Contaey Les Rivieres Shoppme Contre Ivanhae Cavbradge 1S.0%,

Regionayx{bes Calenes de Hully Les Gakeries de Hull ) Wanhod Canbridge 150"
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During the sccond quarter of Fiscal 2014, the Corporation sold its 15.0% joint arangement interest in Les Rivicres Shopping Centre for total proceeds of $33.5 million.
recognizing a pre-tax gain of $20.5 mitlion on the sale which closed on June 2, 2014,

During the third quarter of Fiscal 2014, the Corporation sold its 20.0% joint arrangement interest in Kildonan Place to H&R Real Estate Investment Trust for total
proceeds of $27.7 million, recognizing a pre-tax gain of $11.2 million on the sale which closed on September 17, 2014. The Corporation also sold its 15.0% joint arrangement in
Les Galerics de Hull to Fonds de Placenxent Immobilicr Cominar for total proceeds of $10.5 million, recognizing a pre-tax gain of $3.8 million on the sale which closed on
Sceptember 30, 2014.

As arcsult of the transactions described above, which had no impact on the Scars Canada stores which operate in thosc locations, the Corporation no longer has any
remaining joint arrangement interests.

Pension Fund Obligations

Scars Canada measures its accrued bencfit obligations and the fair valuc ofplan asscts for its pension plans for accounting purposcs as at fanuary 31. The most recent
actuanial valuation ofthe pension plans for funding purposcs is dated December 31, 2013, Our aggregate pension funding obligations fluctuate fromycar to year. Some of
our pension and supplemental pension plans arc not fully funded. However, cach of the pension and supplemental pension plans arc funded in accordance with applicable
law. As of December 31. 2013, the aggregate amount of the funding obligations associated with the registered pension plan that is not fully funded was $1.373 million
(81,445 million as of December 31. 2010), and the fair valuc of the plan asscts associated with the plan was $1.296 million ($1.239 million as of December 31, 2010), resulting in
anct deficit of approximately $76 million ($206 million as of December 31, 2010) with respect to the plan (in cach casc, caleulated on a solvency
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basis). Our best cstimate of Scars Canada’s aggregate annual mandatory pension funding obligations is between 1.0% and 2.0% of aggregate plan asscts which total
$14 million as at December 31, 2013, increasing to $20 million at December 31, 2014, and would be payable over § years. A significant increasc in the level of contributions
could have a matenial adverse impact on our business. financial condition. results of operations and cash flows. See Note 20, "Retirement benefit plans™ 1o the Financial
Statements for a more detailed description of our pension plans and the obligations thercunder.

Fora morce detailed description of the Corporation's business operations and performance. sce the documents incorporated by reference into this prospectus.

Business Strategy

During Fiscal 2012, Fiscal 2013 and the first half of Fiscal 2014, the Corporation undertook a number of strategic initiatives to mprove the perfonmance of the
Corporation. These initiatives were designed to allow the Corporation to continue scrving customers as a national retailer in stores and through its Dircet channel,

Scars Canada's overarching goal is to maximize total value by using three valuc levers as follows:

Merchandising Value: Establishing a focus on the Scars valuce proposition that provides customers with a balance of quality. price, and service. The Corporation's
buying and marketing stratcgics arc designed with a view to delivering the value proposition consistently across all products. stores and formats.

Operating Efficiency Value: Managing cxpenses prudently and identifying incfficiencics within the business. The Corporation has undertaken "right-s izing" and
outsourcing initiatives and will modify business modcls when appropuiate to ensure the size of the Corporation is aligned 1o the current volume of business.

Network Optimization Value: Maximizing retum on asscts such as real estate and non-core businesses, The Corporation will evaluate opportunitics to monctize non-
corc asscts when the market value of those asscts exceeds the retailing value. while sceking ways to optimize and unlock the value of the netwaork.

Merchandising Value

The efforts to enhance the Corporation's merchandising value are driven by a value proposition consisting of better exccution of retail imdamentals and a focus on
product development as follows:

. Authority in Basics: by being consistently in-stock for high demand commoditics while getting scasonally relevant items on the selling floor on a tinely
basis:

. Great Value for Needs: by oflering customers better quality per dollar spent than they may be able to get from Scars Canada's competitors:

. Fashion and inovation at a Price: by sceking to be "fashion relevant” as a reflectar of cwivent trends and styles. rather than a fashion leader: and

. Easy 1o Shop: by making storc navigation casicr through improved signage: having more edited but focused assorinents: and offering more consistent

quality and sizing for private brands across catcgonces and scasons.
The Corporation is warking to improve exccution ofretail fundamentals in:

. Apparel and Accessories by (i) growing private brands across categorics. (i) focusing quality and valuc on “Good" and "Better” price points, with a more
balanced appraach on "Best”, and
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(iii) impro ving product development sourcing and quality with focus on duty free countiics of origin:

. Home and Hardlines by (i) improving the positioning of the Home & Hardlines category with customers through greater clarity of marketing messages,
(it rationalizing SKUs by catcgory bascd on a productivity assessment, (jii) increased in-stock levels through better planning and allocation procedures and
(iv) better execution of initiatives in stores:

. Major Appliances by (i) rationalizing SKUs bascd on a productivity asscssment, (i) driving sales through multiple item purchases by leveraging vendor

. Corporate through investments in technology infrastructure. In the first quarter of2014. the Corporation announced the purchase of the Oracle RMS suite of
products to cnable the Corporation to provide an improved in-stock position of its most popular items, better customize promotions and improve visibility to
customers of store inventory online.
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The Corporation intends to focus on product development to demonstrate its continuing commitiment to provide customers with high quality products at competitive pricc
points. Thesc products include:

. National brands that are well-recognized and represent what the Corporation belicves to be Canada's most popular offerings as well as exclusive
arrangements that allow us to offer unique products to our customers: and

. Private brands that the Corporation belicves resonate with its core customers. including the exclusive collection of Canada's Best products, such as
Alpinetek™ winter jackets and our Purc NRG™Myoga wear.

Operating Efficiency Value
The Corporation has undertaken a number of initiatives which arc ongoing and arc aimed at reducing fixed costs while improving operating performance and efficiency:

Right-sized the Fixed Cost Base: Since the start of Fiscal 2013, the Corporation reduced staffing levels inits head office. the store management structure and logistics
teams by 32.0%, 6.0% and 31.0%, respectively, to align our support structure with the size and volune of the organization and to take advantage of improved internal
processcs that have been implemented to increase efficiency.

Implemented a Cost Reduction Program:  In Fiscal 2013, the Corporation also developed a cost reduction program with the intent of reducing administrative costs and
othcrexpenscs by $165 million by 2016. By the end of Fiscal 2014, the Corporation expects $140-145 million of these savings to be realized through headcount reductions, the
outsourcing of certain administrative functions such as accounting, payroll. call centres and IT. as well as process improvement initiatives,

Reduced Investment in Working Capital through Improved Inventory Management: The Corporation implemented an inventory reduction program that has
success fully deercased investment in inventory by $183 million to $732 million as of August 2, 2014 as compared to the end of the same period in Fiscal 2013. This reduction
includes approximatcly $35 million related to the closure of S fulk-line stores. The Corporation also took action to climinate inventory fromstore stockroons and reducce the
likclihood of inventory becoming distressed by clearing inventory while still in scason. in addition to moving inventory dircctly to the selling floor upon receipt. In
conjunction with this cffort. the Corporation intends to focus more inventory investment on higher demand products to reduce the likelihood of being aut of stock on key
items.
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Network Optimization Value

During Fiscal 2012, Fiscal 2013 and the first half of Fiscal 2014, the Corporation undertook a number olinitiatives designed with a view to improving the valuc of the
Corporation's network:

Monetized Certain Real Fstate and Other Non—core Assets: In Fiscal 2013, the Corporation received $591 million from landlords for carly temmination of operating
lcases pertaining to six full-line stores as well as the retail floors at the Toronto Eaton Centre. In Fiscal 2012, the Corporation reccived $175 million fromlandlords for carly
tenmination of operating leases pertaining to four full-ine stores. Of this amaunt. $170 million rclated to the carly termination of our leases at Vancouver Pacific Centre.
Chinook Centre (Calgary) and Rideau Centre (Ottawa). In addition, in Fiscal 2013, the Corporation reccived $315.4 million in conjunction with the sale of its 50.0% joint
interest ammangement in cight mall propertics that it co-owned with the Westehiff Group of Companics. To date in Fiscal 2014, the Corporation has received $71.7 niillion with
respect to the sale ofits ownership interests in three other propertics co-owned with another joint arrangement partner.

Commenced Review of Home Store Footprint: The Corporation conimenced the review of the Home store channel footprint, with a view to rationalize space in the
channcl. while optimizing space in the Full-Line store channel.

Leveraged Real Fstate Portfolio to Create Development Opportunities:  The Corporation entered into two agreements with Concord Pacific Group of Companices to
pursue the develop of the site it owns in conjunction with our full-line stores at Mctropolis at Mctrotown in Bumaby. British Columbia as well as the site in conjunction with
the North Hill Shopping Centre in Calgary. Alberta. These agreenents contenplate the sale of'a 50.0% interest in cach site for consideration of $140.0 million and $15 million
for the Bumaby and Calgary locations. respectively. as well as a 50.0% interest in the future profits fromthe development of cach site. if any. Scars Canada is not required 10
provide any cash funding to the projects pursuant to cither of these two agreements.

Other Recent Developments
Change of CEO

On September 25, 2014, our President and Chicef Exceutive Officer. Douglas C. Canpbell. informed the Corporation that he intends to resign from Scars Canada by no
later than January 1. 2015 and retum to the United States to tend to personal family issucs.

On October 15, 2014, Ronald Boire was appointed as Acting President and Chicf Exccutive Officer. Mr. Boire was nost reeently Exceutive Viee President. Chief
Merchandising Officer and President. Scars and Kmart Fonmats. Scars Holdings. Prior to joining Scars Holdings in January. 2012. Mr. Boire was President and Chief
Exccutive Officer at Brookstone. Inc.. a position he held from October. 2009. Mr, Boire joined Toys R Us in 2006 eventually becoming President, North America. From 2003 to
2006. he served as Best Buy's Exceutive Viee President. Global Merchandise Manager and before that spent 17 years at Sony Electronics Ine. in a varicty ol increasingly
scnior roles.

Mr. Boire serves on the Board of Retail Industry Leaders Association, an advocate group in Washingtan, D.C. for the American retail industry. He is also Co-Founder
and Dircctor at Ferguson Noonan Foundation, a non-profit corporation and cducational organization. He has MBAs fromthe Columbia Business Schooland the London
Business School.

Mr. Canpbell resigned as President and Chicf Exccutive Officer and as a director cffective on October 14. 2014, Mr. Campbell has agreed to work with the incoming
Acting President and Chicf Exccutive Officer on transition through to the end 0f 2014,
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Impairment of Montreal Distribution Facility

Management of the Corporation undertook a comprehensive evaluation of Scars Canada's logistics network for current and future needs. given its changing
warchousing requirements. During the third quarter of 2014, management determined that the Montreal Distribution Facility (the " Facility") would likely be sold or otherwise
disposcd of. As such, nanagenent of the Corporation conducted market rescarch as well as appraisals of the Facility's land and building with the assistance of independent
qualified third party appraiscrs. As a result of completing this evaluation and likely sale of the Facility, the Corporation recorded a non-cash impainnent loss of approximately
$45 million on the Facility during the third quarter of 2014, reducing the canying value to approxinately $44 million. The valuation methods used included the dircet
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capitalization and discounted cash flow methods, and the direet sales comparison approach. The impainment loss will be included in "Sciling, administrative and other
expenscs” in the Corporation's third quarter 2014 unaudited Condensed Consolidated Statements of Net (Loss) Eamings and Comprehensive (Loss) Income.

Conumenced Study of Logistics Centre Network

Management of the Corporation has commenced a study ofthe Logistics Centre network with the aim of improving opcerating cfficicncies in the network. Management
of the Corporation believes that it may be detenmined that centres, in addition to Montreal (scc "Other Recent Developments—Impairment of Montrcal Distribution Facility”)
and Regina Broad Strect (previously disclosed as held forsale), provide capacity that is in cxcess of the network's foreseeable needs. Accordingly. they could be considered
for disposition.

Deferred Tax Asset Reduction

The Corporation accounts for income taxes in accordance with IAS [2: Income taxes, which requires that deferred tax asscts and liabilities be recognized using enacted
taxratcs for the cffcet of temporary differences between the financial reporting and tax bascs of recorded asscts and labilitics to the extent that it is probablc that the
Corporation will have sufficicnt taxable income in the same period as the reversal of the deductible timing differences. Accounting standards also require that deferred tax
asscts be reduced ifitis no longer probable that sufficient taxable incone will be available to allow the benefit of that deferred tax asset to be utilized.

Managcment of the Corporation asscsscs the available positive and negative cvidenee to estimate if sufficient future taxable income will be gencrated to usce the existing
defened tax asscts. During the third quarter of 2014, management cvaluated potential sources of income and detenmined that. as a result of profit before taxbeing less than
anticipated. it was no longer probable that sufficicnt taxable income from operations would be available in the future to allow the Corporation's Deferred Tax Asscts to be
fully rcalized. Therefore, the Corporation recorded a non-cash reduction of Deferred Tax Asscts of approximately $90 million. being the full amount of the estinated net
Deferred Tax asset balance at the end of Fiscal 2014 after consideration of the scasonality of profits, which are disproportionately higher in the fourth quarter. Of the
$90 million reduction. approximatcly $57.0 million will be included in "Deferred income tax (expense) recovery” in the Cormporation's third quarter 2014 unaudited Condensed
Consolidated Statements of Net (Loss) Eamings and Comprehensive (Loss) Income and approximately $33.0 million, which was initially recorded through " Other
comprehensive income (foss ). net of taxes” primarily related to the Corpoeration's adoption of IAS 19 (Revised), Employce Benefits. will be included in "Other comprehensive
incone (loss). net of taxes " in the Corporation's third quarter 2014 unaudited Condenscd Consolidated Statements of Net (Loss) Eamings and Comprehensive (Loss)
Income. Management of the Corporation will continue to assess the likelihood that the defemed taxassets will be realizable at cach future reporting period. and the Deferred
Tax Assct will be adjusted accordingly. This accounting treatment has no effect on the Corporation's actual ability to utilize defered taxasscts to reduce future tax
payments.
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DESCRIPTION OF SEARS HOLDINGS

Scars Holdings is the parent company of Kmant Holding Corporation (" Kmart") and Scars. Rocbuck and Co. (“Sears Rocbuck"). Scars Holdings was formed as a
Delaware corporation in 2004 in connection with the merger of Kimart and Scars Rocbuck (the "Merger™) which took place on March 24. 2005, Scars Holdings is an
integrated retailer with significant physical and intangible asscts. as well as virtual capabilitics enabled through technology. In August 2014, Scars Holdings operated a
national network of stores with 1,870 full-line and specialty retail stores in the United States operating through Kimant and Scars Rocbuck. as well as full-line and specialty
retail stores in Canada operating through the Corporation. currently an approximately 51.0%-owned subsidiary.

Scars Holdings' corporate website is located at scarsholdings.com. Annual Reports on Form 10-K. Quarterly Reports on Fonm 10-Q. Current Reports on Fonn 8-K and
any amendments to thesc reports are available. frec of charge, through the "SEC Filings" portion of the Investor Information scction of the Scars Holdings website as soon
as rcasonably practicable after they are clectronicaily filed with. or fumished to, the SEC.
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THERIGHTS OFFERING
Background to the Rights Offering
Scars Holdings has adviscd us that the background to the Rights Offering is as follows.

On October 29. 2013, Scars Holdings announced that it intended to work with the board of directors (the "Board of Directors” or "Board") and management of Scars
Canada with a goal of increasing the valuc of Scars Holdings' interest in Scars Canada and realizing significant cash procceeds to support its transfonmtion and 1o create
valuce for its stockholders.

On October 29, 2013, Scars Canada entered into an agreement with The Cadillac Fairview Corporation Limited to tenninate its leases in icspeet of five stores for
consideration of $400 million. The transaction ¢losed on November 13, 2013, On November 11, 2013, Scars Canada announced that it entered into an agreciment with Montez
Inconk Propertics Corporation to scli its 50.0% joint arrangement interest in cight propertics that it owned with The Westclift Group of Companices for consideration of
approximately $315 million. On November 19, 2013, the Board of Dircctors declared an extraordinary cash dividend of$5.00 per Common Share. or approxinately $509 million.
which was paid on December 6, 2013.

On May 14,2014, Scars Holdings announced that it was cxploring strategic altematives for its 51.0% interest in Scars Canada. including a sale of the interest or of Scars
Canada as a whole, and Scars Holdings engaged Menill. Lynch. Pierce, Fenner & Smith Incorporated ("BofA Merrill Lynch”) to assist with thosc cfforts. Scars Canada
announced that the Board of Dircctors and management intended to cooperate fully with Scars Holdings in the process to achicve valuc for all sharcholders. Scars Holdings
and Scars Canada entered into a cooperation agreement providing for Scars Canada to nake available to Scars Holdings certain confidential information. which would be
disclosed to potential buyers who signed a customary confidentiality agreement, and to assist Scars Holdings in negotiating an acquisition transaction involving the
Corporation. Scars Canada cstablishicd a commitice made up of its independent dircetors (the "Committee") to overscec its cooperation and engagement with Scars Holdings
in this rcgard.

FromMay through August 2014, BofA Mcnill Lynch contacted potential buyers. among themother retailers in the United States and Canada as well as financial
sponsors. and BofA Menill Lynch and Scars Holdings cngaged in discussions regarding the transaction with scveral of thosc potential buyers. Management of Sears
Canada madc prescntations to some ofthe potential buyers about the business of the Corporation. Howcever. at the end of the process. Scars Holdings determined that a
ncgotiated third party transaction on the tems that would likely be available to Scars Holdings would not be at an attractive price and would be subject to significant risks
and uncertaintics.

During latc August through September 2014, Scars Holdings. together with its financial and legal advisors. examined other transaction structures to monctize Scars
Holdings' interest in Scars Canada. including a sccondary offering. and contacted several Canadian underwriters. On September 25, 2014, Scars Canada's chief exceative
officer announced that he intended to resign fom Sears Canada by no later than January 1, 2015 and retum to the United States to tend to personal family issues. At that
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point in tinx it was detenmined that cffecting a sccondary offering would likely not be possible.

Atameeting of the Scars Holdings board of dircctors on September 28, 2014, the board reviewed a proposal to conduct a Rights Offering to it stockholders as a means
of disposing ofa non-core assct and mecting the objective of raising substantial cash proceeds for Scars Holdings. The board of dircctors of Scars Holdings detenmined at
the board mecting that the proposced Rights Offcting is in the best interests of Scars Holdings and its stockholders. The board of directors of Scars Holdings also considered
the extent and nature of the cooperation that would be required from Scars Canada to cffect the Rights Offering. including the filing of this prospectus, and instructed
managerent to notify Scars Canada of the proposcd Rights Offering and request their cooperation,
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Following the Scars Holdings’ board mecting, the board contacted Scars Canada and communicated its intent to pursuc a Rights Offering. It requested the cooperation
of Scars Canada in that regard. including. in particular, that Scars Canada usc commercially rcasonably cfforts to prepare and file a preliminary short form prospectus in
Canada and a registration statcment in the United Statces to qualify for distribution the Common Shares deliverable upon the exereise of the subsenption rights, and to make
application to list thc Common Sharcs on the NASDAQ, as soon as practicable, and, in any cvent. subject to the approval of the Board of Dircctors. The Board requested
that the Committee review this request. The Board of Dircetors, together with its advisors and the independent legal and financial advisors to the Committee, met on
Scptember 28, 2014 10 consider the request and immediatcly after that meeting, the Committee met and considered the request and the cffect of the Rights Offering on Scars
Canada and the requested cooperation.

Between Scptember 28 and October 1, 2044, representatives of Scars Holdings. Scars Canada, and the Cormmiittee discussed the proposed Rights Offering and the
request for cooperation.

On October 1. 2014, the Board Directors of Scars Canada, with the advice, and on the recommendation of the Committee, approved the request for cooperation nade by
Scars Holdings in connection with the Rights Offering on and subjcct to the following temms. to which Scars Holdings and ESL. agreed:

(a) Scars Holdings will reimburse Scars Canada for all reasonable and documented cxpenses incuned or paid by Scars Canada in conncction with the Rights
Offering. including. without limitation. fees relating to the listing of the Common Shares on the NASDAQ, together with associated costs of listing and
assaciated costs for the first 12 months thereaficr;

®) Scars Holdings and Scars Canada will amend the existing license agreement under which Sears Canada has the right to usc the "Scars” nanx and certain other
trademarks and brand names. including, without limitation. Kenmore™. Craftsman™ and DicHard™ (the "Licence Agreement”) to provide for the
continuance of that agreement for so long as Scars Holdings holds 10.0% of the outstanding voting shares of Scars Canada (replacing the cumrent tigger of
25.0%) and to give Scars Canada the continued right to usc the trademarks on a royaity-fice basis after any such tenmination for a period of five years
following the termination (replacing the current period of three years). If, prior to the completion of the aforesaid five year period. Scars Canada reasonably
determines that a longer transition period is necessary. Scars Flaldings will extend the License Agreement for a further transition periad not to exeeed four
ycars, at a royalty rate to be agreed cqual to the lesser of a fair market rate based on the valuc of such mark or the lowest rate which will provide a reasonable
incentive Lo induce Scars Canada to phasc out the use of such mark during such extended period;

(© Scars Holdings and Scars Canada will amend the existing information technology agreement between them(the "Technology Agreement"). pursuant to which
the companics cxchange infornation technology services to continue the tens of the agreement for a period of three years following the closing of the
Rights Offering;

(d) Scars Holdings will usc commercially reasonable cfforts to assist Scars Canada in negotiations with third partics 10 preserve the benefits that Scars Canada
currently enjoys under certain agreements involving Scars Canada. Scars Holdings and third partics relating to sofiware and services. volume-buying
arrangements and other services that will tenninate when Sears Holdings' ownership of Scars Canada falls below 50.0% (the "Intercompany Agreements" ).

() cach of Scars Canada and Scars Holdings will indenmify and hold harmless the other and its subsidiarics. their respective directors, officers., erployces and
representatives from liability relating to disclosure provided by cach party to the other for purposes of this prospectus:
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) Scars Holdings and ESL will releasce Scars Canada's direetors. officers, enployces and representatives fromany claims that Scars Holdings or ESL may have

arising out of or in connection with, the Rights Offering or for the matters referred to above; and

) Scars Holdings will agree to maintain the directors and officers liability and fiduciary liability coverage for curent and fonmer directors and officers of Scars
Canada relating to matters occuning at or pnorto the closing ol the Rights Offering fora period of six ycars thereafter.

Determination of Subscription Price
Scars Holdings has adviscd us that the subscription pricc was detemined as follows.

On Scptember 28, 2014. the Scars Holdings board of dircctors detenmined that the excreise price per whole Common Share being distributed in the Rights Offering is
1J.8.89.50. The subseription price is equal to the U.S. dollar cquivalent of the closing price of the Common Shares on the TSX on Scptember 26. 2014, the last trading day
before the Scars Holdings board of dircctors requested Scars Canada's cooperation with the filing of a prospectus regarding this Rights Offering. The board of dircctors of
Scars Holdings applicd the Noon Exchange Rate as of September 26, 2014 to calculate this valuc. In detenmining the subscription price. the Scars Holdings board of directors
considered a number of factors. including thosc described below. There can be no assurance that the Common Shares will not trade below the subs cription price or that it
will trade at priccs ncar or above the subsceription price after the date of this prospectus. You should not consider the subscription price to be an indication of the price at
which the Common Shares will trade following the Rights Offering.

In the course of reaching its detenmination on the subscription price. Scars Holdings' board considered a number of factors, including without limitation:
. the current and historical trading prices of Scars Canada's Conynon Shares:

. that the structure of the Rights Offering treats all stockholders of Scars Holdings equally through a distribution of transferable subscription rights on a pro
rata basis to all stockholders:

. Scars Holdings' liquidity nceds and the aggregate amount of procceds to be paid to Scars Holdings pursuant to the Rights Offering if the Rights Offering
were fully subscribed;

. the cost of capital from other sources:
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. the desirabifity of the Rights Offcring relative to other potential transaction structurcs involving the Scars Canada business. including the opportunity
afforded by a Rights Offering to Scars Holdings' stockholders to participatce in future growth of the Scars Canada busincss;

. the desirability of broad participation in the Rights Offering by Scars Holdings' stockholders and of the development of a trading market for the rights and an
cxpansion of the trading market for the Comimon Shares; and

. the presentations by Scars Holdings management and its financial advisors and the information provided to the board of directors regarding management's
cxploration of strategic altcmatives for maximizng the value of its interest in Scars Canada over the past year and the engagement of BofA Mcmill Lynch to
assist with thosc cfforts.

The foregoing discussion of the information and factors considered by Scars Holdings' board of dircetors is not intended to be exhaustive, but includes the material
factors considered by Scars Holdings' board of dircetors in sctting the aggregate exercise price. In view ofthe widce varicty of factors considered by Scars Holdings' board of
dircctors in cvaluating the Rights Offering and the aggregate exercise price, Scars Holdings' board of directors did not find it practicable, and did not attcimpt, to quantify,
rank or otherwisc assign relative weights to the forcgoing factors in reaching its conclusion. In addition, individual members of Scars Holdings' board of directors nay have

given
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different weights to different factors and may have viewed some factors more positively or negatively than others. The Sears Holdings' board of directors' determinations
and recommendations described above were based upon the totality of the information considered.

IMPACT ON SEARS CANADA OF THE SALEOF COMMON SHARES UNDER THE RIGHTS OFFERING

Ownership of Outstanding Common Shares

Edward S. Lampert and certain other ESL investment vehicles have advised Scars Holdings that they intend to exercisc their pro rata portion of the basic subscription
rights in full (representing approximately 17.5% to 19.0% of the outstanding Conmon Sharcs) as soon as practicable afier the subscription rights have been distributed.
although they have not entered into any agreement to do so. Accordingly, on completion of the basic subscription rights in the Rights Offering. it 1s expected that ESL will
own between approximately 45.0% and 47.0% of the Common Shares. ESL has also adviscd Scars Holdings that it may incrcasc its ownership in Scars Canada through its
excreisc of the over-subscription privilege or through open market purchases of subscription rights or Common Shares. but only to the extent that such exercise would result
in ESL continuing to own less than 50.0% of the Common Shares upon the completion ofthe Rights Offering. ESL has not advised us or Scars Holdings as 1o its intentions
with respect to future purchases or sales of Common Shares. Notwithstanding ESLs stated intentions. neither Scars Canada nor Scars Holdings has any agrecment,
arrangement or understanding with ESL as 1o the extent of ESL's exercise of its over-subscription privilege. IfESL exercised its basic subscription right as well as the over-
subscription right in full, and no other stockholder exercised its subscription rights. ESL would own hetween approximately 67.2% and 69.2% of the Comrmon Sharcs.

Upon the excreisc by ESL of its subseription rights. as described above. Scars Canada will cease to be a subsidiary of. or to be controlied by. Scars Holdings under
applicable Canadian laws. Ifall of the subscription rights are exereised in full in the Rights Offering. Scars Holdings will own approximately 11.7% of the outstanding

Conmon Shares. Scars Holdings may disposc of any Conmon Sharcs that it continues to own afier the Rights Offering. including through sales into the market or otherwise.
subjcct to applicable laws.

Intercompany Agreements

On or prior to the Record Date. Scars Canada will put in place its own directors and officers and fiductary liability insurance, and related insurance at an anticipated
incremental cost of approxmately $500,000 to $1 million per ycar.

Scars Canada docs not expeet to incur material costs in the event that it is unable to negotiate to preserve the benefits that Scars Canada currently enjoys under the
terms of the Intercompany Agreements.

Other Agreements

Scars Canada s a pany to certain other agreements pursuant to which the completion of the Rights Offering may require notices or consents. Scars Canada docs not
expect to incur material cost in connection with notices and obtaining any consents.
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DESCRIPTION OF THE RIGHTS OFFERING
Scars Holdings has advisced us that the description of the Rights Offering is as follows.
The Subscription Rights

Scars Holdings is distributing to the record holders ofits SHC Stock as of the Record Date. transferable subscrption rights to purchasc. in aggregate. up to 40.000.000
Commmon Shares owned by Scars Holdings at a price of U.S.89.50 per whole share. Each holder ofrecord of SHC Stock will reecive one subscription right for cach share of
SHC Stock owned by that holder as of 5:00 p.m. New York City time. on October 16, 2014, the Record Date. Each subscription right will entitle the holder to purchase
0.375643 of Common Sharcs. Holders may cxereise their subscription rights and receive Conmmon Shares (other than Common Sharces allocable through the over-subscription
privilcge) at any time following receipt of a subscription rights certificate and prior to the expiration date. Fach subscription right entitles the holder to a basic subscription
right and an over-subscription privilege. The subscription rights entitle the holders of subscription rights to purchasc an aggregate of 40.000.000 shares for an aggregate
purchase pricc of up to U.S.$380 million.

Scars Holdings will keep the Rights Offering open until the expiration date. and does not intend to cancel. withdraw or terminatc the Rights Offering. Scars Holdings
may. in its discretion. extend the expiration of the Rights Offering. and will announce any plans to do so by press releasc.

Basic Subscription Right. With your basic subscription right, you may purchasc 0.375643 of a Cormmon Share per subscription right. subject to delivery of the
required documents and payment of the subscription price ofU.S.$9.50 per whole share, before the Rights Offering expires. You may excreisc all or a portion of your basic
subscription right. or you may choosc not to cxcrcisc any of your subscription rights. If vou do not exercisc your basic subscription rights in full. you will not be catitled to
purchasc any shares under your over-subscription privilege.

Fractional shares resulting fromthe exercise of the basic subseription right will be climinated by rounding down to the nearest whole share.
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For example. if you owned 1,000 shares of SHC Stock on the Record Date. you would have received 1,000 subscription rights and would have the right to purchasc 375
Conmmon Shares (375.643 rounded down to the nearest whole share) for U.S.$9.50 per whole share. No fractional Commion Shares or cash in licu of fractional shares will be
delivered.

Scars Holdings will credit your account or the account of your nomince record holder with Conimon Shares that you purchased with the basic subscription right as
soon as practicable afier you cxercise your subscription rights.

All Cormmon Shares purchased pursuant to the exereise of the subscription rights will be issucd by way of direet registration in book-entry form Registration in book-
entry formrefers to a method of recording share ownership when no physical share certificates arc issued.
y 8 p phy

Over-subscription Privilege. If you purchasc all Common Shares available to you pursuant to your basic subscription rights, you may also choosc to purchasc a
portion of any Common Sharcs that other holders of subscription rights do not purchase through the excreisc of their basic subscription rights. Only holders who fully
exercisc afl of their basic subscription rights, after giving cffect to any purchascs orsales of subscription rights by themprior to such cexercise, may participatc in the over-
subscription privilege. If you wish to exereise your over-subscription privilege, you must indicatc on your rights certificate, or the form provided by your nomince if your
SHC Stock is held in the name of a nominee, how many additional Common Shares you would like to purchase pursuant to your over-subscription privilege, and provide
payment as desceribed below.

Edward S. Lampert and certain other ESL affiliates have indicated to Scars Holdings that they intend to excreisc their pro rata portion of the basic subscription rights in
fullin the Rights Offering as
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soon as practicable after the subscription rights have been distributed. although they have not entered into any agrecment to do so. ESL has also indicated that it may
exercise its over-subscription privilege, but only to the extent that exercising such privilege would result in ESL continuing to own Iess than 50.0% of the Comnwon Shares.
Notwithstanding ESL's stated intentions. neither Scars Canada nor Scars Holdings has any agrecment, arrangement or understanding with ESL as to the extent of ESL's
exereise of its over-subscription privilege. IfESL cxereised its basic subscription right as well as the over-subscription right in full. and no other stockholder excreised its
subscription rights. ESL would own between approximately 67.2% and 69.2% of the Common Shares.

Common Shares will be allocated in the Rights Offering as follows:

. First. sharcs will be allocated 1o holders of rights who cxercise their basic subscription rights at a ratio 0f0.375643 of a Common Share per exereised
subsciiption nght.

. Sccond. any remaining shares that were cligible to be purchased in the Rights Offering will be allocated among the holders of rights who excreise the over-
subscription privilege. in accordance with the following formula:

. Each holder who excreises the over-subscription privilege will be allocated a percentage of the renmining Commyon Shares cqual to the percentage that
results fromdividing (i) the number of basic subscription rights which that holder excrcised by (if) the number of basic subseription rights which all
holders who wish to patticipate in the over-subseription privilege exereised. Such pereentage could result in the allocation of more or fewer over-
subscription shares than the holder requested to purchase through the exercise of the over-subscription privilege.

. For cxamrple. if Stockholder A holds 200 subscription rights and Stockholder B holds 300 subscription rights and they arc the anly two
stockholders who exercisc the over-subscription privilege. Stockholder A will be allocated 40.0% and Stockholder B will be allocated 60.0% of
all remaining Common Shares available. (Exanple A)

¢ Third. if the allocation of remaining Common Shares pursuant to the formula described above in the sccond step would result in any holder receiving a greater
number of Common Shares than that holder subscribed for pursuant to the over-subscription privilege. then such holder will be allocated only that number of
sharcs for which the holder over-subscribed.

. For example. if Stockholder A is allocated 100 shares pursuant to the formula described above but subscribed for only 40 additional Common
Shares pursuant to the over-subscription privilege. Stockholder A's allocation would be reduced to 40 Conmon Shares. (Exanple B)

. Fourth. any Conmon Shares that remain available as a result of the allocation de-scribed above being greater than a holder's over-subscription request (the 60
additional Common Shares in Example B above) will be allocated among all rermaining holders who exercised the over-subscription privilege and whosc initial
allocations were less than the number of Comimon Shares they requested. This sccond allocation will be made pursuant to the same formula deseribed above
and repeated. if necessary. untit all available Conmmon Shares have been allocated or all over-subscription requests have been satis fied in full,

To properly excreise your over-subscription privilege, you must deliver the subseription payment related to your over-subsciiption privilege before the Rights Offering
expires. Because we will not know the total number of unsubsciibed Common Shares before the Rights Offering expires. if you wish 1o maximize the number of Common
Shares you purchasc pursuant to your over-subscription privilege. you will need 1o deliver payment in an aimount equal to the aggregate subscription price for the maximum
number of Comman Shares that could be available to you at the tinx you exercise your basic subscription rights (i.c.. the aggregate payment for both your hasic
subscription right and for all
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additional Common Shares you desire to purchasc pursuant to your over-subscription request). Sce "Description of the Rights Offering-——The Subscription Rights”. Any
cxcess subscription payments received by the subscription agent. including payments for additional Conmmmon Shares you requested to purchasc pursuant to the over-
subscription privilege but which were not allocated to you. will be retumned. without interest or penalty. promptly following the expiration of the Rights Offering.

Fractional sharcs resulting fromthe exercise of the over-subscription privilege will be climinated by rounding down to the nearest whole share. No fractional Conmon
Shares or cash in licu of fractional sharcs will be delivered. Computershare, Inc., Scars Holdings' subscription agent for the Rights Offering. will detenmine, in its sole
discretian. the over-subscription atlocation based on the fonnula described above.

W can provide no assurances that you will actually be entitled 1o purchase the number of Common Shares issuable upon the exercise of your over-subseription
privilege in full at the expiration of the Rights Offering. Scars Holdings will not be able to satisfy any orders for shares pursuant to the over-subscription privilege if all
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holders of rights exercise their basic subscription rights in full.
Reasons for the Rights Offering

Scars Holdings has over the past year extensively considered strategic alternatives to maximize the value of'its interest in Scars Canada. including the engagement of
BofA Merrill Lynch to pursuc a sale of such intercst or Scars Canada as a whole and engaging in discussions with Canadian financial institutions to cxplore the poss ibility
of an underwritten sceondary offering of Scars Holdings' interest. Sears Holdings™ board of directors has determined that the Rights Offering is in the best interests of Scars
Holdings and its stockholders as way to disposc of a non-corc assct, and would provide, among other things. financial and operational benefits to Scars Holdings. including
but not limited to the following cxpected bencfits:

. Strategic Focus and Flexibility. Scars Holdings' board of directors belicves that following the Rights Offering, Scars Holdings will have a more focuscd
business and be better able to dedicate resources to pursuc appropriate growth opportunitics and cxecute strategic plans best suited to its business in an
cfficient manner.

. Additional Liquidity. The Rights Offering is cxpected to provide Scars Holdings with up to U.S.$380 million in gross procceds. strengthening its balance
sheet and liquidity. Of'this amount, Scars Holdings expeets to reccive at least U.S.$168 million in mid-to-late October 2014 fromthe carly exercisc of the rights
distributed to ESL.

. Stockholder Flexibility 1o Avoid Dilution. Since the subscription rights arc being distributed. at no charge, to Scars Holdings' existing stockholders,
stockholders will have the choice to hold shares in both companics or in cither company scparately. However. stockholders may wish to scll their
subscription rights to fund any tax incurred upon the reecipt of the subscription rights, which would decrease the amount of Conmon Shares avaitable to
such stockholders. If the distribution of the rights to a stockholder is subject 1o withholding tax. the stockholder’s broker (or other applicable withholding
agent) may scll all ora portion of the subscription rights to fund the withholding tax, which would decrease the number of Common Shares available to such
stockholder. Sce "Certain United States Federal Income Tax Considerations™.

Principal Sharcholder
Scars Holdings owns approximately 51.0% ofthe issued and outstanding Comumon Sharcs and ESL owns approximately 48.5% of the outstanding SHC Stock.

Assuming the subscription rights arc cxercised in full. Scars Holdings will disposc of 40.000,000 ofits 51,962,391 Common Sharcs as a result of the Rights Offering and
will ceasc to own a majority of Scars Canada's outstanding shares. To the extent that the subscription rights are not cxercised in full
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and that sharcs not purchased through the cxereisc of basic subscription rights are not purchased pursuant to the over-subscription privilege. Scars Holdings will retain
ownership of a larger portion of Scars Canada's Common Shares. Scars Holdings may disposc of its remaining Common Shares, including through sales into the public
markct or otherwise. subjccet to applicable laws.

Edward S. Lampert and certain other ESL affiliates have advised Sears Holdings that they intend to exercise their pro rata portion of the basic subscription rights in full
as soon as practicablc after the subscription rights have been distributed. though they have not entered into any agreement to do so.

Certain of the investment vehicles affiliated with ESL ("SPEs" ) arc liquidating vehicles which arc not permitted by their terns to make new investments such as the
cxereisc of the rights. The gencral partner of the SPEs has offered to scll to SPE investors their pro rata share of the rights. If such investors do not wish to purchasc their
prorate share of the rights. other persons affiliated with ESL may purchasc the rights fromthe SPEs. Persons affiliated with ESL intend to purchasc all subscription rights
fromthe SPEs to the extent such rights arc not purchased by SPE investors and, assuming all other subscription rights arc exercised in full by all other holders of rights, ESL
may beneficially own between approsimately 45.0% and 47.0% of Scars Canada's Conimon Shares following the excreise of basic subseription rights in the Rights Offering.
ESL intends to exercisc its subscription rights in full with respect to all subscription rights that it receives in the distribution. including all rights purchased from the SPEs.
but only to the extent that such exercise would result in ESL. continuing to own less than 50.0% of Scars Canada's Comumon Shares. Notwithstanding ESL's stated intentions.
neither Sears Canada nor Scars Holdings has any agreement, arrangement or understanding with ESL as to the extent of ESL's exercise of its over-subscription privilege. If
ESL. exercised its basic subscription right as well as the over-subscription right in full. and no other stockholder exercised its subscription rights. ESL would own between
approximately 67.2% and 69.2% of the Common Sharcs.

You should not view the intentions of ESL. including the intentions of Mr. Lampert as a recommendation or other indication. by themor any member of the Scars
Holdings boards of dircctors, regarding whether the excreise of the subscription rights or the exercise of the aver-subscription privilege is or is not in your best interests.

Conditions, Withdrawal and Cancellation

Scars Holdings is not requiring an overall minimum subscription, or any other condition, to complete the Rights Offering Scars Holdings will keep the Rights Offering
open until the expiration datc. and docs not intend to canccl, withdraw or tenminate the Rights Offening. Scars Holdings may, in its discretion. extend the expiration date of
the Rights Offering, and will announce any plans to do so by press release.

Hfect of the Rights Offering on Outstanding SHC Stock

The Rights Offering will not affeet the number of sharcs of SHC Stock you own oryour pereentage ownership of Sears Holdings. If you do not exercise your
subscription rights to purchase Common Sharcs, following the Rights Offering you will no longer retain the same indirect ownership interest in the Scars Canada busincsscs
and as well. the SHC Stock that you hold will not reflect the camings. asscts or liabilitics of Scars Canada.

The trading price of SHC Stock immediately following the Rights Offering may be higher or lower than immediately prior to the Rights Offering becausc Scars Holdings
will own a lower proportional sharc of the asscts and liabilitics of Scars Canada. the ongoing camings of Scars Canada will no longer be consolidated in Scars Holdings'
camings and Scars Holdings will reccive cash procceds of up to U.S.8380 million as a result of the sale of Scars Canada's Common Sharcs (assuming the subscription rights
arc cxerciscd in full).
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Method of Exercising Subscription Rights

The exercisc of subscription rights is irrevocable subject to applicable law, including statutory vights of rescission and withdrawal. and may not be cancelled or
modificd. You may cxercisc your subscription rights as foltows:

Subscription by Registered Holders. 1l you arc a registered holder of SHC Stock, the number of Common Shares you may purchase pursuant to your basic
subscription right will be indicated on the rights certificate that you reecive. You may exereise your subscription rights any time after your receipt ofthe subscription rights
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certificate and before the expiration date by properly conpleting and duly exceuting the rights certificate and forwarding it, together with your full payment, to the
subscription agent at the address given below under "-~Subscription Agent and Infonmation Agent.” to be received before 5:00 p.m., New York City time, on November 7,
2014,

Subscription by Beneficial Owners. 1 you arc a benceficial owner of shares of SHC Stock that are registered in the name of a broker. dealer, custodian bank or other
nominee, you will not reecive a rights certificate. Instead, DTC will clectronically issuc one subscription nght to your nominee record holder for cvery share of SHC Stock
that you own as of the Record Date. If you arc not contacted by your nomince. you should promptly contact your nomunee in order to subscribe for Common Shares in the
Rights Offcring.

Subscription by Purchasers of Subscription Rights.  If you purchasc subscription rights during the subscription period through a broker, dealer, custodian bank or
other nominee, you will not receive a rights certificate. Instead, your broker, dealer, custodian bank or other nominee must exercise the subsceription rights on your behalf, I
you wish to exereise your subscription rights and purchase Common Shares through the Rights Offering, you should contact your nominec as soan as possible. Pleasc
follow the instructions of your nomince. Your nominee may cstablish a deadline that may be befare the expiration date of the Rights Offering.

If you purchasc subscription rights during the subscription period directly froma registered holder of SHC Stock, you should contact the subscription agent as saon as
passible regarding the excreise of your subscription rights. Please follow the instructions of the subscription agent in order to properly exercisc your subscription rights.

Payment Method

Your payment of the subscription price must be made in U.S. dollars for the full number of Cormon Shares that you wish to acquire in the Rights Offering by cashicr’s
ar certificd cheek drawn upon a United States bank payable to the subscription agent at the address sct forth below under the heading "Subscription Agent and Information
Agent”. Your payment nust be delivered 1o the subseription agent prior to the expiration of the Rights Offering. Personal checks will not be aceepted. Payment reccived
after the expiration of the Rights Offering will not be honored. and the subscription agent will return your payment to you, without interest or penalty. as soon as practicable.

You should carefully rcad and strictly follow the instruction letter and any other documents accompanying the rights certificate. Do not send subscription documents,
rights certificates or payments direetly ta us or to Scars Holdings. Scars Holdings will not consider your subscription reccived until the subscription agent has received
delivery ofa properly completed and duly exceuted rights certificate and payment af the full subscription amaunt. The risk of delivery of all subscription documents. rights
certificates and payments s bome by the holders of subscription rights, not by the subscriptian agent, Scars Holdings or Scars Canada. If sent by mail, Scars Holdings
recormiends that you send those nights certificates and payments by avernight courier or by registered mail. properly insured, with return reeeipt requested, and that you
allow a sufficient number of days to ensure delivery to the subscription agent.
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[f you hold your shares of SHC Stock in the name of'a custodian bank. broker. dealer or ather nomince and wish to exercise your subscription nights. you should contact
your nominee as soon as possible regarding the exereise of the subscription rights and the payment for the Comman Shares.

Medallion Guarantee May Be Required

Your signature on yaur rights certificate nust be guaranteed by an cligible institution. such as a member finmof a registered national securitics exchange ora member of
the Financial Industry Regulatory Authority, Inc., or a commercial bank or trust company having an office or correspandent in the United States. subject to standards and
procedures adopted by the subscription agent. unless:

. you provide on the rights certificate that shares are to be delivered to you as record holder of those subscription rights: or
. you arc an cligible institution.
Missing or Incomplete Subscription Information

Ifyou hold your sharcs of SHC Stock in the name of a custodian bank, broker. dealer or other nomince, the nominee will exereise the subseription rights on yaur behalf
in accordance with your instructions. Your namince nay cstablish a deadline that may be before the 5:00 p.m. New York City time, Novenber 7. 2014 expiration date that
Scars Holdings has cstablished for the Rights Offering. If you send a payment that is insufficient to purchase the nunber of Cormmmon Shares you requested. or if the number
of sharcs you requested is not specified in the forms. the payment reecived will be applied to cxcreise your subscription rights to the fullest extent possible based on the
amount of the payment reecived. subjeet to the availability of shares under the oversubscription privilege and the climination of fractional shares. Any cxcess subscription
paynents reecived by the subscription agent will be retumed. without interest or penalty. as soon as practicable following the expiration of the Rights Offering.

Expiration Date and Extension

The subscription period. during which you may excreise your subscription rights. expires at 5:00 p.m.. New York City time, on November 7. 2014, which is the expiration
of the Rights Offering. If you do not excreise your subscription rights befare that time, your subscription rights will expire and will no longer be excrcisable. Scars Holdings
will not be required 1o scll Conmmon Shares to you if the subseription agent receives yaur rights certificate or your subscription payment after that time. Scars Holdings has
the option to extend the Rights Offering. Scars Holdings nay extend the Rights Offering by giving oral or written notice to the subsceniption agent before the Rights Offering
expires. If Sears Holdings cleets to extend the Rights Offering. it will issuc a press refease announcing the extension no later than 9:00 a.n, New York City time, an the next
business day after the most recently announced expiration date of the Rights Offering.

Ifyou hold yourshares of SHC Stack in the name of a broker. dealer, custodian bank or other nominee. the nominee will exercise the subscription rights on your behalf
in accordance with your instructions. Pleasc natc that the nominee may establish a deadline that may be before the 5:00 p.m., New York City time, November 7. 2014
expiration date that Scars Holdings has cstablished for the Rights Offering.

Determination of Subscription Price

The Scars Holdings board of dircctors has detemmined that the subscription price will be U.S.$9.50 per whale share. The subscription price is cqual to the U.S. dallar
cquivalent of the closing price of Scars Canada's Commmon Shares on September 26, 2014, the last trading day before the Scars Holdings board af directors requested Sears
Canada's cooperation with the filing of a prospectus regarding this
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Rights Offering. The board of dircctors of Scars Holdings applied the Noon Exchange Rate as of Scptember 26, 2014 to calculate this cquivalent value. In determining the
subscriptian price. the board of directors of Scars Holdings considered. among other things. (1) current and historical trading prices of Scars Canada's Common Shares.

(2) the desrability of broad participation in the Rights Offering by Scars Haldings' stockholders and (3) Scars Holdings' liquidity nceds and the aggregate amount of
proceeds 1o be paid to Scars Haldings pursuant to the Rights Offering ifthe Rights Offering were fully subscribed. Sce " Deseription of the Rights Offering--Determination
of Subscription Pricc".
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Subscription Agent and Information Agent

The suhscription agent for the Rights Offering is Computershare. Ine. The address to which rights certificates and payments should be mailed or delivered by hand
delivery or overnight couricr is provided below. If sent hy mail, Scars Holdings recommends that you send documents and payments by registered nail, properly insured.
with retum receipt requested. and that you allow a sufficient number of days to ensure delivery to the subscription agent. Do not send or deliver these materials to Scars
Holdings or Scars Canada.

By first class mail: By hand or ovemight couricer:
Cormputershare, Inc. Computershare, Inc.
¢/o Voluntary Corporatc Actions c/o Voluntary Corporate Actions
PO Box 4301t 250 Royall Strect Suite V
Providence, RI 02940-3011 Canton, MA 02021

If you deliver subscription documents or rights certificates in a manner different than that deseribed in this prospectus, Scars Holdings may not honor the excreise of
your subscription rights.

You should dircct any questions or requests for assistance concemning the method of subscribing for the Common Shares or for additional copics of this prospectus to
the information agent, Georgeson Inc., by calling (866) 741-9588 (toll-frec) or. writing to Scars CanadaOffer@gcorgeson.com

Tees and Expenses

Scars Holdings is not charging any fee or sales cormmission to issue the subscription rights to you or deliver Common Shares 1o you if you excreisc your rights. If you
exereise your subscription rights through the record holder of your shares, you are responsible for paying any commissions. fees. taxes or other expenses your record holder
may charge you. Scars Holdings will pay all reasonable fees charged by Computershare, Inc., as the subscription agent and Georgeson Inc., as the information agent.

No Fractional Shares

All Common Shares will be sold at a subseription price of U.S.$9.50 per whole sharc. Scars Holdings will not sell fractional shares. Fractional shares resulting fromthe
exereise of the basic subscription rights and the over-subscription privileges will be climinated by rounding down to the nearest whole share. Any excess subscription
payments received by the subscription agent will be retumed, without interest, as soon as practicable.
Notice to Nominees

If you arc a broker. dealer. custodian bank or other nowinee holder that holds shares of SHC Stock for the account of others on the Record Date. you should notify the
beneficial owners of the shares for whom you are the nominec of the Rights Offering as soon as possible to learn their intentions with respect to excreising their subscription

rights. You should obtain instructions from the beneficial owners of SHC Stock. [f a beneficial holder of SHC Stock so instiucts. you should complete the rights certificate
and submit it to the subscription agent with the proper subscription payment by
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the expiration date or the date indicated by such holder. if carlier. You may excreise the number of subscription rights to which all beneficial owners in the aggregate
otherwise would have been entitled had they been direet holders of SHC Stock on the Record Date. provided that you, as a nominee record holder. make a proper showing to
the subscription agent by submitting the formentitled "Nomince Holder Certification.” which is provided with your Rights Offering materdals. [f you did not receive this
form. you should contact the subscription agent to request a copy.

Beneficial Owners

If you arc a beneficial owner of shares of SHC Stock and will receive your subscription rights through a broker. dealer. custodian bank or other nominee. Scars Holdings
will ask your nominece to notify you of the Rights Offering. If you wish 1o exercise your subscription rights. yoa will need to have your nominec act for you. as deseribed
above. To indicate your decision with respect to yoar subscription rights. you shoald follow the instructions of your nomince. If you wish instcad to obtain a scparate
rights certificate. you should contact your nominee as soon as possible and request that a rights certificate be issued to you. You should contact your nominee if you do
not reecive notice of the Rights Offering. but you belicve you are entitled to participate in the Rights Offering. Scars Holdings and Scars Canada arc not responsible ifyou
do not reccive the notice by mail or otherwisc from your nominec or if you receive notice without sufficient time to respond to your nominee by the deadline established by
your nomince. which may be before the 5:00 p.m. New York City time, November 7. 2014 expiration datc.

Transferability of Subscription Rights

The subscription rights arc trans ferable during the course ofthe subscription period. Scars Holdings' application to list the subscription rights for trading on the
NASDAQ under the symbol "SHLDR" has been approved. Scars Canada's application to list its Comimon Sharcs on the NASDAQ has been approved. Scars Holdings
currently expeet that they will begin to trade on the first business day following the distribution of the subscription rights. and will continuc to trade until closc of business
on Noverber 4, 2014, the third business day prior to the expiration date ofthis Rights Offering (or. if the offer is extended. on the fourth business day immediately prior to
the extended expiration date). As aresull, you may transfer or sell vour subscription rights if you do not want to exercisc themto purchase Conmon Shares. However. the
subscription rights are a new issuc of sccuritics with no prior trading market. and there can be no assurances provided as to the fiquidity of the trading market for the
subscription rights or their market valuc.

If you are a beneficial owner of sharcs of SHC Stock on the Record Date or will reeeive your subscription rights through a broker. dealer, custodian bank or other
nomince. Scars Holdings will ask your broker. dealer. custodian bank or other nominee to notify you of the Rights Offering. If you wish to scll your subscription rights. in
addition to any other procedures your broker, castodian bank or other nominee may require, you must deliver your order to scll to your broker, custodian bank or other
nominee such that it will be actually reccived prior to closc of business on November 4. 2014, the third business day prior to the November 7. 2014 cxpiration date of this
Rights Offcring.

If you arc a registered holder of SHC Stock as ofthe Record Date and receive a sights centificate. you may take your rights certificate to a broker and request to scll the
rights represented by the certificate. The broker will instruct you as to what is required to scll your subscription rights.

Validity of Subscriptions
Scars Holdings will resolve alt questions regarding the validity and formofthe excreisce of your subscription rights. including time of reecipt and cligibility to participate

n the Rights Offering. Such determination will be final and binding. Once made. subscriptions and dircctions arc irrevocable. and Scars Holdings will not accept any
altemative. conditional or contingent subscriptions or dircctions.
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Sears Holdmgs resen oy the absalite nght v rejectany subseriptions or directions net properly submatted or the sceeprinee o which would be unlawful You must resolve
any wregulariics in ennneetion with your subsenptions helore the subserption penad expires, unless Sears Holdings waives them i its sole diseretion, Nong of Sears
Canada, Sears Hokiings or the subseription agent is under any duty to natify you or your representative of defeots in your subscoptions. A subscription will be cons ilered
accepted only shen the subsenption agent ieeeives a properly completed and duly executed Aghts cenificate and any other required dacumonts and the Tull subscrptinn
pityment. Sears Holdings imerpretations ofthe semms and condivons of the Rights Oflenng wall be (inal and binding.

Sharcholder Rights

You will ave o nghts as a holder of the Commmon Shares that vou purchase in the Rights Ofenng until your aceount or the account of your nommnee 16 credited with
the Conmron Shares purchased i the Righis Offenng.

Forvign Stock holders

Scars Haldings will not msil this prospectus orany nghis cenifiestes to holders of SHC Stock on the Recore Date whosc address ot record is outstde the Unied Siates
and Canada, or i an Army Post Office (A PQ) address or Fleet Post Office (FPO) address, Foreign stockholders wall be sent written notice of the Rights (Hleang by the
subseription sgemt, The subscrption agent will hold the nglis cenificates to which those holders sabserpuon aghes welate for the account af these stockhalien. Ta
exereise their subserption ghts, foreign stockholdery mest send o letter ot instruction indicatmg the nuimber of subscnption nights 1o be exercised, together with pryment
afthe subscoption price for cach Common Share subseribed for, 1 the subseription agent. The subsenption agent must reeeive the letterofinstruction. together with
payment of the subseripiion price at or prior 7o 300 pan. New York City time, on Novembier 4, 2004, at [east three business days prior 1o the expimation of the Rights Offering.
The stockholder must demonstrote 10 the smis faction ol the subscaption agem and Sears Haldings, such as by providmg s legal opinion from local counsel, that the
exereise ol such sybsenption nghts does not vinlate the laws of the junsdiction ol such steckholder 1o mstnictions are received by the subseription ageni pnor lo
5:00 pom., New York City 1ime. on November 4, 2014, the subscraption nglits will expire, have no value, and cease to be exercisable for Cormmron Sharvs. Sce “Ruk Faetors —
Risks Relating 1o the Tughts Offermg 10 you are a US. taspaverand recome but do not sell or exercise the subsenption aghts before they exire, you may he subjedt
adverse LS, fodemlmeone G eonsequences”,

The Rights Offtring is not being made in any state or other jusisdiction in which it would be unbinvfulto do so. Scars Holdings is nat selling to. oraccepting any oflers
frany foreign steckhiolders 1o purchase subsenption rights Wsach stockholders are a resident ofany such state or other juasdiction

No Revocitinn ar Change

Oncec you subnm the Aghis ecrtificate or have mstmicted yournommnes of vour subscnption request. vou ars not allvwed 1o revoke or change the exerctse or request a
refund of monics paid. Allesereises of subserption nibits are irevocable subjoes o applicable lnw, including statutery dehts of rescission and withdraval, even il you leam
mibrmaton abou Sears Canada that you consider to be anfavorable. You shoulil nit exertise your subscympiion nghts unless you ane certaan thin youo wish ta purchuse
Conmon Sharox 2 the subseniplion prce.
US. Federal (ncnme Tax Trearment of Rizhis DismilniGon

Fora discussion of cenain U.S. federal income tas considertions refating ta the receipl, sale, exerese und expimtion af1he cubsedpiian aghts wid the owaenhip und
disposition of Commin Shares. see "Cenam Lnited Stnes Federad Inconne Tux Considenations . Stockholders shoulid consalt thew own

<

Table ol Conlenls

taxadyisors reganding the U.S. (odeml. state and loeal and pon-U S income. estaic and other tay consademanons relung ta the reeeipt. sale, exerose and expmtion af the
subsenption rghts and the owneslip and disposiion of Comsnen Shaves in light ol thewr paricular circimstances

Nu Recarmnwendation to Riphis Holders

Neither the Sears HoMings hoasd aFdirectons nar the Board ol Drectors of Sears Canada is makuig any recormmendation regardmg your exereise af tie subscription
rights. Swekholders who cxgreise subsenption Aghts will icur nvestment ask on new moriey nvested, Neither Sears Holdings nior Sears Canada ean predict ihe price w
which Comenon Shares wall trade afier the Rights Offeong, The nmarket prce for Sears Canada’s Cormwon Shares ray decrease 1o an amount below the subseription price. and
W yvour purchase Commnn Shares at the subscapyion prace, you muy not be able o sefl the shares m the future at ihe same prce or a higher pnee. Muotcover, the madkes price
lor the Conpron Shares may be tmding atan amount aboy ¢ the subsenption price, and il vou do not exereise your nghts you will be nnable 1o pariepate i the
apprecingon. You sheyld make your mvesunent decision based on voor asscssmenl of the busmess and financal conditon ot Scars Canada. s prospeets for 1he future, the
terre ol the Rights OTerng and the miormaton contaned i, or incomonied by reference into, this prospectus, Sso "Risk Factors™ fora discussion of sone of the nsks
mvolved i exercisng rghts and investing i the Comman Shares.

Lisdng

The subscnpting nghis are imnsiemble durmg the course of the subsenption period, Scars Holdings' application te it 1he subscription nghts tor irmdmg on the
NASOAQ under the synbol "SHIDR™ has been approved. Sears Canadi's applicaion 10 ls1 its Common Shares ont the NASDAQ under the symbol "SRSC” lias been
approved.

Trearment of Cammon S1ock Held in Emplovee Smings Plum

The Savings Mans are cach tax quabfied retirernam plans and are pension plans as definod by ERISA (defined hergin) thar affer an enplaver stock find thmough which
panticipants (current and farmer Sears Holdings erployees) may inest im SHC Stock. The Savmgs Plan Trust holds the assets ol the Savings Plans and will recerve e
subserption fight foreach full share o fSHC Stock held i the Savings Plan Trust as of the Revard Date. Sears Haldings is applying wo the US, Depanment of Tabor fiora
prahibited tmnsachior excinption on a retraactive basis, eflfeetive as of the date of the distnbulion of the subsenption mghis, providing rehef for the sequisition, holdmg and
disposition of the subseription fighis by the Savings Plans. The profubited transacion oxermplion & necessary because the Savimgs Plans are not permitied 10 hold an
errplaver-issued seeurdty that 15 not "qualifymg"” within the meanmg of Seenon S07(d3S) of the Emplovec Retivement Income Security Actof 1974, 0r "ERISA" and the
subscription rights are not "qualifying”. In addition. the excroise ol the vights by the Savings Plans (o purchuse Sears Canada stock tray violate seetion J06(a) 1 XA Yana
seetion 306(1) of ERISA and the parallel provisions of section 4978 of the Code. which prolubn tansactions between the Savings Plans and Seors Holdings ur der corgain
conditions. If the exermpiion is nat gmnted, Sears Holdings iy be required 1o take appropnate remedial action. 1 s anticipaied that an mdependent Giductary will be
cgaged for cach Savings Plan to detemmne whether and/or when 1o exercise or sell the subscription nghits on behalf of the 1nusts of the Savings Plans. subject to the terms
of the prohibited transaction exemption. Pruceeds fromihe exercise or sale of the subsenption rights will be alloeated to Savings Plan accounts that have 3 holding i the
Scery Holdings stock fund as of the record date.
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DESCRIPTION OF SHARE CAPITAL
Authorized Capital

The authoriaed eommon share capital of the Carpomtian consisty of an unlimited nunber of Comrmn Sharcs without nominal or pur valug ynd an uniiriled nember of
clasy | preferned shares, issuable in one or more senies (1he “Class ) Preferred Shares™).

Common Shures

Ax at October 14, 2014, Sears Canada had 101.877.662 Common Shares issued and outstanding, which are listed for 1rading on the TSX,

The holders of Commmon Shares are entitked to vole at all necimgs of the sharcholders of the Compomtion, except neetings at which only holdess ofa specified class or
senes of shares are entithed 1o vote. The holders of Common Shares arc entitled 10 receive dividends as and when declared by the Board. subjeet to the dividend
entrlements ol the hobders of the Class ) Prefemed Shares ol the Comporation. i any, Afler payment 10 the holders of the Class | Preferred Shares of the Comporation of the
armunt 1o which they may be enttled, and sfter pavenent of all outstanding debis. the holders of Common Shares are entithed 10 reccive the remaiming property of the
Comporatian apen the [uidation, desolution or winding-up thereof
Class | Prelerred Sharves

There are cuently ho Cluss | Prelerred Shanes outstanding.

For u detailed desenpiion of the dghts, privilepes. restnetions and condmons of bie Class | Prefeared Shires, please sefer b the Anicles of Analgaombor of thsc

Copomtion dated December 30, 1999, which are fAiled on SEDAR i wwavsedar comand the SEC wehsiie an wawyw o gy
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CONSOLIDATED CAPITALIZATION

Orther than as disclosed herew (inctuding ander “The Rights Offering” und " Prior Sales” and m 1he informtion incorpasited by reference henein). there ve nat been
any material chianges i the shane and kan capial of the Compomtion sinee Aogust 2, 2014, the date ol'the Comporation's most recently filed financil staements. The
Carporation will not seceive any proceads under the Rights Offering. The Offering will not resuli n any sdditional matenal changes (o the share and loan capital ol the
Comusstion

MARKET FOR S RCURITIFS
Trading Price and Volune

Thie Common Shanes are hsted un the TSN under the synibol "SCC. The following table scis farth the Yiigh and low acported tding prces and the ymding volume o
e Carnmon Shares as reported by the TSX for the peniods indicaied are sor forth in 1the following table:

High (9 Low ($) Valume

Octaber 2013 14,68 1240 T08,648
Novembey 2043 {959 1412 3275936
December 2013 1933 1280 1302019
Janumry 2014 1399 [RR1 90,491
Febayary 2024 16.27 12,30 439,135
March 2004 17 14 1416

Apnl 2(H4 17.01 15.06 323,806
May 2014 16,75 13.80 240,124
June 214 [4.90 13,32 23078
fuly 2014 i5.14 REPNThC
Angust 2014 1649

September 214

October | tu 14, 2014 1136 K30
NASDAQ Listing Application
Seans Holdings' applicution 1o list the sabsenption nghits for trading on (he NASDAQ underthe symbol "SHLDR™ has been approved. Sears Camadia's application 1o Jist
the Corron Shares yn the NASDAQ under the symbol "SRSC™ has been approved.
DNTDENDS

The Compomminm does not pay quanterly dividends. Scars Canada repelirly monitars Ms yources and uses of tush and s level of wash on hand. und conswders the mant
effective use ofeash on hand including, among otfier options. the payment of dividends

Swee Febivary 1. 2014, the date of the Corporslion's most recently fled financial stalernenis, the Coporation hws not distributed or declared any dividends to its
sharchiilders,

In Fiseal 2013, the Corpomation distributed upproximately S309 sillion (53.00 per Comman Share) to haliers oI Conmon Shares as an extmordinary cush dividend.
Paynent for this extraondieny cash dividend was made on December 6, 2013,

In Fiscal 2012, 1he Cerparation distributed approxmately $(02 smlhion ($1.00 pes Commmon Sharce o holders ¢ Comanon Shares ax an extrmordinary cash divdend.
Payment for this edwordmiry cash dwidend was made on December 31, 2012
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There were no dividends declared or paid to holders of Conmon Shares during Fiscal 2011,

During the 52-week period ended January 29, 201 1, the Corporation distributed approximately $753.4 million (87.00 per Common Share) to holders of Cormmon Shares as
extraordinary cash dividends. Payments for these extraordinary cash dividends were made on June 4, 2010 and Sceptember 24, 2010.

USE OF PROCEEDS

Allofthe gross proceeds of'the sale of Common Shares upon cxercise of the subscription rights, net of any sclling expenses incurred by it. will be payable to and
received by Scars Holdings. Conscquently. Scars Canada will not receive any proceeds fromthe exercisc of the subscription rights, any sale of the subscription rights by
any stockholder or the sale of Common Shares by Scars Holdings.

Assuming the subscription rights arc exercised in full, Scars Holdings expecets to reccive gross cash proceeds of approximately U.S.$380 million as a result of the sale of
40,000,000 Commmon Shares.
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RISK FACTORS
Before deciding whether to exercise subscription rights and invest in the Common Shares, prospective investors should consider the rsks described below.
You should carcfully consider the risks described below, together with all of the other information contained in, or incorporated by reference, into this prospectus,

in evaluating whether to exercise subscription rights and purchase our Common Shaves. The Jollowing risk factors could adversely affect our business. results of
operations, financial condition and the price of our Common Shares.

Risks Relating to the Rights Offering
The subscription price deterinined for the Rights Offering is not necessarily an indication of the price at which Sears Canada's Conunon Shares will trade.

The board of dircctors of Scars Holdings bascd the per share subscription price being used in the Rights Offering on varjous factors including. among other things.
(1) cunent and historical trading prices of Scars Canada's Common Shares. (2) the desirability of broad participation in the Rights Offering by Scars Holdings' stockholders
and (3) Scars Holdings' liquidity nceds and the aggregate amount of proceeds to be paid to Scars Holdings pursuant 1o the Rights Offering if the Rights Offering were fully
subscribed. The per share subscription price may not be indicative of the price at which the Conmnon Shares will trade after the Rights Offering. After the date of this
prospectus, the Common Shares may trade at prices below orabove the subscription price.

No prior market exists for the subscription rights and a liquid market for the subscription rights may not develop.

Scars Holdings' application to list the subseription rights for trading on the NASDAQ under the symbol "SHLDR" has been approved. However. the subsceription rights
arc a new issuc of sccuritics with no prior trading market. Neither Scars Holdings nor Scars Canada can provide you with any assurances as to the liquidity of the trading
market for the subscription rights or the price at which the subscription rights may trade during the Rights Offering.

Ifyou do not act promptly and follow the subscription instructions, your exercise of subscription rights will be rejected.

If you desire 1o purchase Conrmon Shares in the Rights Offering. you must act promptly to ensurc that the subscription agent actually reccives all required fonms and
paynents before the expiration of the Rights Offering at 5:00 p.m., New York City time, on November 7. 2014, uniess Scars Holdings extends the Rights Offering. Ifyou arc a
beneficial owner of SHC Stock, you nuist act promptly to ensure that your broker., dealer. custodian bank or other nomince acts for you and that the subscription agent
receives afl required forms and payments before the Rights Offering expires. Neither Scars Holdings nor Scars Canada is or will be responsible if vour nominec fails to ensure
that the subscription agent receives all required fonns and payments before the Rights Oftering expires. Ifyou fail to complete and sign the required subscription foms.
send an incorrect payment amount, or otherwisc fail to follow the subscription procedures that apply to the excrcise of your subscription rights before the Rights Offering
expires. the subscription agent will reject your subseription or aceept it only to the extent of the payment received. None of Sears Holdings, Scars Canada or the subseription
agent undertakes any responsibility or action to contact you conceming an incomplete or incomect subscription formor payment, nor are Scars Holdings, Scars Canada or
the subsceription agent under any obligation to comeet such fonms or payment. Scars Holdings has the sole discretion to determine whether a subscription exercise properly
complics with the subscription procedures.
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You will not be able to sell the Common Shares that you buy in the Rights Offering until your account is credited with the Common Shares.

If you are a registered stockholder of Scars Holdings and you purchase Common Sharces in the Rights Offering, your account will be eredited with the Cormmon Shares
as soon as practicable after the exercisc olyour subscription rights. If your shares of SHC Stock arc held by a broker. dealer. custodian bank or other nominee and you
purchasc Common Shares pursuant to your subscription rights, your account with your nomince wilt be credited with the Common Shares you purchased in the Rights
Offering as soon as practicable after the excrcise of your subscription rights. Until your account is credited. you may not be able to scll your Common Shares ¢ven though
the Cormmon Sharcs sold in the Rights Offering will be listed for trading on the NASDAQ. The trading price may decline between the time you decide to sell your Comnon
Shares and the time you arc actually able to scll such Cormmon Sharcs.

You may not revoke your exercise of the subscription rights and you could be commiitted to buying Common Shares at a price above the prevailing market price afier
completion of the Rights Offering.

Once you exercise your rights. you may not revoke the exercise even if you later leam infonmation that you considerto be unfavorable to the excreise of your rights. If
you cxercis¢ your rights, you may not be able to sell the Common Shares purchased under the rights at a price cqual to or greater than the subseription price. and you may
lose all or part of your investment in the Cormmon Shares.

You will not receive interest on yowr subscription finds during the period pending the closing of the Rights Offering.

The subscription agent will hold the gross proceeds fromthe sale of Common Shares under the rights in cscrow in a segregated bank account, and it will release the
proceeds of any subscription rights excreised prior to the expiration date. together with any interest camed on the proceeds. less any applicable withholding taxcs. to Scars
Holdings as soon as is practicable after the excreise of such subscription rights. Cormmon Shares subscribed for prior to the expiration date will be credited to your account
or the account of your nomince as soon as practicable after the excrcise of such subscription rights.



Ifyou make payment of the purchase price by uncertified check, your check may not clear in sufficient time to enable you to purchase Convnon Shares in the Rights
Offering.

Any uncertificd check used to pay for the Cormmon Shares to be sold in the Rights Offering must clear prior to the expiration of the Rights Offering, and the clearing
process may require five or more business days. If you choosc to exercisc yourrights, in whole or in part, and to pay for shares by uncertified check. and if your check has
not cleared prior to the expiration of the Rights Offering. then you will not have satisfied the conditions to exercise your rights and will not reecive the Common Shares you
wish to purchasc.

Ifyou receive and exercise the subscription rights, you may be subject to adverse USS. federal income tax consequences.

If you receive a subscription right and excreise that right, you should gencrally expeet to have (1) taxable dividend income equal to the fair market value (ifany)of the
subscription right on the date of its distribution by Scars Holdings and (2) no additional income upon the exereisc of the subscription right. As a result, you may need to
fund any taxresulting from the receipt of the subscription right with cash fromother sources.

Sce "Certain United States Federal Income Tax Considerations",
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Ifyou are a US. taxpayer and receive and sell the subscription rights, you may be subject to adverse US. federal income tax consequences.

If you arc a U.S. taxpaycr and reccive a subscription right and scll that vight. you should gencrally expect to have (1) taxable dividend income equal to the fair market
value (ifany) of the subscription right on the datc of its distribution by Sears Holdings and (2) short-term capital gain or loss on the sale of the subs cription right cqual to
the difference between the proceeds reecived upon the sale and the fair market valuce (if any) of the subscription right on the date ofits distribution by Scars Holdings. It is
possiblc that the sale proceeds reecived upon a sale of the subscription rights will be Iess than any taxresulting from your receipt of the subscription right. In this event.
you will generally nced 10 fund the remaining portion of any tax with cash fromother sources. See " Certain United States Federal Income Tax Considerations”.

Ifyouare a US. taxpayer and receive but do not sell or exercise the subscription rights before they expire, you may be subject to adverse U.S. federal income tax
consequences.

If you arc a U.S. taxpaycr and receive a subscription right from Scars Holdings and do not scll or excreisc that right before it expires. you should generally expect to have
(1) taxable dividend income cqual to the fair market valuc (ifany) of the subscription right on the date of its distribution by Scars Holdings and (2) a short-term capitat loss
upon the expiration of such right in an amount equal to your adjusted tax basis (if any) in such right. In gencral, capital losses arc available to a U.S. taxpayer only to offsct
capital gains and may not be used 1o offsct dividend or other income (except. to the extent of up to $3,000 of capital loss per ycar. in the casc ofa non-corporate U.S.
stockholder). Accordingly, if you receive a subscription right from Scars Holdings and take no action, you nay owc taxand nced to fund that tax with cash from other
sourees.

You should discuss with your taxadvisor the U.S. federal inconx taxconsequences of receiving and ncither selling nor exercising the subscription rights.
Sce "Certain United States Federal Income Tax Considerations”.
Ifthe Rights Offering is not fully subscribed, ESL anul other existing stockholders of Sears Holdings may increase their ownership in Sears Canada.

ESL beneficialty owns approximately 27.6% of Scars Canada's outstanding Common Shares. Edward S. Lampert and certain other ESL affiliates have advised Scars
Holdings of their intent to exercisc their pro rata portion ofthe basic subscription rights in full as soon as practicable afler the subscription rights have been distributed.
though they have not entered into any agreement to do so. Fairholme has also advised Scars Holdings that it expects that certain of'its clicnts will participate in the Rights
Offering at levels to be determined, subject to review of the terms and conditions of the Rights Offering and regulatory considerations. As a result, following the completion
of'the Rights Offering. we expect ESL will beneficially own between approximatcly 45.0% and 47.0% of our Common Shares. To the extent that the subscription rights arc not
exercised in full by all holders of rights, ESL and Faitholme may increasc their res pective percentage benceticial ownership of Scars Canada through their exercise of the over-
subscription privilege. through open market purchascs of subscription rights or Common Sharcs orotherwise. However, ESL has indicated to Scars Holdings that it docs not
intend to pursuc these options to the extent they would result in ESL owning 50.0% or more of Scars Canada's Cormmon Sharcs upon completion of the Rights Offering.
Notwithstanding ESL's stated intentions, ncither Scars Canada nor Scars Holdings has any agrecment, arrangement or understanding with cither ESL or Fairholme as to the
extent of the exercisc of any over-subscription privilege. IFESL exercised its basic sabscription right as well as the over-subscription right in full. and no other stockholder
cxercised its subseription rights. ESL would own between approximately 67.2% and 69.2% ofthe Common Shares. I Fairholme excreised its basic subscription rights as well
as the
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over-subscription right in full, ESL exereiscd its basic subscription right and no other stockholder exercised its subscription rights, Fairhole would own approximately
20.2% of thc Cormon Shares. Your interests as a holder of SHC Stock imay difter fromthe interests of ESL or other existing significant stockholders of Scars Holdings. Sce
"Description of the Rights Offering—-Principal Sharcholder".

Risks Relating to the Common Shares
As long as ESL exerts significant voting influence over us, your ability to influence matters requiring shareholder approval will be limited.

ESL owns approximately 48.5% of'the outstanding SHC Stock. Edward S. Lampert and certain other ESL affiliates have advised Scars Holdings that they intend to
cxereisce their pro rata portion ofthe subscription rights which represents approximatcly 17.760.000 to 19.400.000 Common Sharcs. or 17.5% to 19.0% of Scars Canada's
outstanding Common Shares as soon as practicable after the subscription rights have been distributed. although they have not entered into any agreement to do so. Upon
such exercisc ofthe basic subscription right, ESL will own between approximately 45.0% and 47.0% of Scars Canada's outstanding Common Shares. ESL has further advised
Scars Holdings that, to the extent that it may cxercise subscription rights under the additional subscription privilege described under ¥ Description of the Rights Offering”. it
will not do so il'such exercisc would increasc its collective ownership to 50.0% or more of the outstanding Comrmon Sharcs. Notwithstanding ESL's stated intentions. neither
Scars Canada nor Scars Holdings has any agreement, amangement or understanding with ESL as to the extent of ESL's exercisc of its over-subscription privilege. IFESL
exereised its basic subscription right as wellas the over-subscription right in full, and no other stockholder exercised its subscription rights. ESL would own between
approximatcly 67.2% and 69.2% of thc Cormmon Sharcs. If all of the subscription rights arc exercised in the Rights Offering, Scars Holdings will thereafier directly own
approximatcly 11.7% of the Common Shares. So Jong as ESL dircetly or indirectly cxerts significant voting influence over of our outstanding Common Shares, it will have the
ability to significantly influence the clection of the Board of Dircctors and the outcome of certain sharcholder votes.

Accordingly. ESL will have the ability to exercisc significant influcnce over certain actions to be taken orapproved by our directors and sharcbolders. including with
respeet to certain mergers or business combinations or dispositions of all or substantially allofour asscts.
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ESL's significant voting influcnce control may discourage transactions involving a change of control of us, including transactions in which you. as a holder of our
Common Sharcs. might otherwisc reccive a premium for your shares over the then-current market price. Subject to certain limits, ESL is also not prohibited fromsclling its
significant intcrest in us to a third party and may do so without your approval and. subject to applicable laws, without providing for a purchasc of your Common Shares.
Accordingly, your Common Sharcs rmay be worth Iess than they would be if ESL did not maintain significant voting influcnce overus.

ESL's interests may be different than your interests and Scars Holdings and ESL may have investiments in other companics that may compete with us and may have
intcrests fromtime to time that diverge from the interests of our other sharcholders, particularly with regard to new investment opportunitics.

In addition, conflicts of intcrest may arisc between Scars Holdings and/or ESI.and us, including corporate opportunitics. potential acquisitions or transactions as well
as other matters. We may be adverscly affected by any conflicts of nterest between Sears Holdings and/or ESL and us. Furthermore, neither Scars Holdings nor ESL owes
us or our sharcholders any fiduciary dutics under Canadian law.
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In the cvent that Scars Holdings experiences financial difficulty. it is not possible to predict with certainty the jurisdiction or jurisdictions in which insolveney or similar
proceedings would be commenced or the outcome of such proccedings. Ifa bankruptey. insolvency or similar cvent occurs, there could be proccedings involving Scars
Holdings in the United States or clsewhere and it is possible that we could be madc a part of these proceedings. This risk decreases as the percentage of Common Shares
held by Scars Holdings decreascs.

The price of our Common Shares may decline if ESL or Sears Holdings alter their strategy with respect to their ownership of our shares.

ESL and Scars Holdings have advised us that they have not reached any decision regarding whether or for how long they will retain their share ownership in us and
what form if any. the disposition or distribution of their Common Sharces will take. ESL and Scars Holdings will, in their respective sole diserctions., determine the timing and
tems of any transactions with respect to their Common Shares. taking into account business and market conditions and other factors that they deemrelevant. Neither ESL
nor Scars Holdings is subject to any contractual obligation to maintain its ownership position in us. nor is ESL subject to any contractual obligation to us to maintain its
owncership in Scars Holdings. Conscquently, we cannot assure you that either ESL or Scars Holdings will naintain its current direct or indirect ownership of our Conmon
Shares. Any announcement by ESL or Scars Holdings that they have reached a detenmination regarding what to do with their direet or indireet ownership of our Common
Sharcs. or the pereeption by the investment conmunity that ESL or Scars Holdings has reached such a detemiination., could have an adverse impact on the price of our
Common Shares.

The market price of our Common Shares is subject to market value fluctuatiors.

Fromtine to time, the stock market experiences significant price and volume volatility that may affect the market price of our Common Shares for reasons unrelated to
our performance. In addition, the financial markets arc generally characterized by extensive interconnections among financial institutions and. accordingly. defaults by other
financial institutions in Canada. the United States or other countrics could adversely affect us and the market price of our Common Shares. The value of our Conmmmon Shares
is also subjeet to market value fluctuations based upon factors which influcnec our operations, such as legistative or regulatory developments. conpetition. technological
change and global capital market activity.

Risks Relating to Our Business
Ifwe are unable to compete effectively in the highly competitive retail industry, our business and results of operations could be materially adversely affected.

The Canadian retail market remmaing highly competitive as key players and new entrants compete for market share. Intemational retailers continue to expand into Canada
while existing competitors enhance their product offerings and becore direet competitors, Our conmpetitors include traditional full-line department stores. discount
department stores. wholesale clubs. "big-box" retailers. intemet retailers and specialty stores offering altemative retail formats. Failure to develop and implement appropriate
competitive strategics and the performance of our competitors could have a matenial adverse effeet on our business. results of operations and financial condition.

In order to stay competitive and relevant to our customers. the Corporations’ strategic plan for 2014 is centered on three strategic levers: merchandising value. cost and
efficieney value, and the valuc of our network and asscts. The achicvement of strategic goals may be adverscely affected by a wide range of factors. many of which arc

beyond our control. The inability to exccute and integrate strategic plans could have a negative impact on the Corporation's cunent operations. market reputation.
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customer satis faction and financial position. The Corporation’s ability to implement and achicve its long-termstrategic objectives is dependent on the achicvement of these
strategic plans and initiatives. There can be no assurance that such plans and initiatives will yicld the expected results, cither of which could causc us to fall short in
achicving financial objectives and long-range goals.

Additional nisk may arisc when foreign retailers canying on business in Canada in competition with us engage in marketing activitics which arc not in full conpliance
with Canadian legal requirements regarding adventising and labeling mules and product quality standards. Such retailers may gain an unfair advantage and their activitics may
negatively affect our business and results of operations.

The majority of the performance payments carned pursuant to the credit card marketing and servicing alliance with JPMorgan Chasc arc related to customers' purchases
using the Scars Card and Scars MasterCard. The credit card industry is highly competitive as credit card issucrs continue to expand their product offerings to distinguish
their cards. As competition incrcascs, there is a risk that a reduction in the pereentage of purchases charged to the Scars Card and Scars MasterCard may ncgatively impact
our results of operations and financial condition.

Due to the lity of our business, our results of operations would be adversely affected if our business performed poorly in the fourth quarier or as a result of
unseasonable weather patterns.

Qur operations arc scasonal in nature with respect to results of operations and in products and services offered. Merchandisc and service revenucs. as well as
performance payments reccived fromJPMorgan Chase. vary by quarter based upon consumer spending behavior. Historically, our revenues and camings have been higher
in the fourth quarter duc to the holiday scason and we have reported a disproportionate level of camings in that quarter. As a result, our fourth quarter results of operations
significantly impact our annual results of operations. Our fourth quarter resaits of operations may fluctuate significantly, based on many factors. including holiday spending
pattems and weather conditions. In addition, we offer many scasonal goods and scrvices. We cstablish budgeted inventory levels and promotional activity to be in
accordance with our strategic initiatives and cxpected consumer demand. Businesscs that generate revenuce fromthe sale of scasonal merchandisc and services arc subject
to the risk of changes in consumer spending behavior as a result of unscasonable weather pattems.

Ifwe fail to offer merchandise and services that our customers want, our sales may be limited, whicl would reduce our revenues and profits and adversely impact our
resudts of operations.



To be suceess ful, we must identify. obtain supplics and offer to customers attractive, relevant and high quality merchandisc and services on a continuous basis.,
Customers' preferences may change over time. If we misjudge cither the demand for products and services we scll or our customers’ purchasing habits and tastes, we may be
faced with excess inventories of some products and missed opportunities for products and services we chose not to offer. This could have a negative cffect on ourrevenucs
and profits and adverscly impact our results of operations.

Our failure to retain our senior management team and to continue to attract qualified new personnel could adversely affect our business and results of operations.
QOur success is dependent on our ability to attract, motivate and retain senior leaders and other key personncl. The loss of one or more of the members of our senior
management may disrupt our business and adversely affect our results of operations. Furthernmore, we may not be suceessful in attracting. assimilating and retaining new

personnel to grow our business profitably. The inability to attract and retain key personnel could have an adverse cffect on our business.
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Ifwe do not successfully manage our inventory levels, our resudts of operations will be adversely affected.

We must maintain sufficient in-stock inventory levels 1o operate the business suceess fully while minimizing out-of-stock levels. A significant portion of inventory is
sourced from vendors requiring advance notice periods in order to supply the quantitics that we require. These Iead times may adversely impact our ability to respond to
changing consumer preferences. resulting in inventory levels that are insufficient to meet demand or in merchandisc that may have to be sold at lower prices. Inappropriate
inventory levels ora failure to accurately anticipate the future demand for a particular product or the time it will take to obtain new inventory may negatively impact our
results of operations.

Ifwe are unable to secure an agreement with a financial institution for the management of the credit and financial services operations under substantially the same
terms and conditions as currently in existence, our results of operations and financial condition will be negatively impacted.

Qur credit and financial services operations are currently managed by JPMorgan Chasc. We cntered into a long-term marketing and scrvicing alliance with JPMorgan
Chasc in 2005 with a termof 10 years. The tennof'this alliance is set to expire in November 2015. We are cunrently in the process of considering other potential options with
respeet to the future management of the eredit and financial services operations, and there is a risk that we may not be able to sceure another service provider or that if we
do so. it will not be on tenms and conditions as favourable 1o us as thosc we currently have with JPMorgan Chase. which would. in cither case, materially adverscely affect
ourresults of operations and financial condition.

We rely extensively on computer systens to process transactions, sumnarize resudts and inanage our business. Disruptions in these systems could harm our ability to
run our business.

Given the number of individual transactions that we process cach ycar. it is critical that we maintain unintenupted operation of our computer and communications
hardware and software systens. These systems are subject to obsolescence, damage or intenruption from power outages. cormputer and teleconmmunications failures.
computer viruses. sccurity breaches. catastrophic cvents such as fires. natural disasters and adverse weather occunences and usage errors by our enployecs. If the
systems arc damaged or ceasc to function properly. we may have to make a significant imvestment to fixor replace them may suffer intenuptions in operations in the interim
and our reputation with our customers may be harmed. Our ability to maintain sufficient inventory levels in our stores 1s entical 10 oursuccess and largely depends upon the
cfficient and unintcrrupted operation of our computer and conmunications hardware and software systens. Any material intenuption in our computer operations may have a
matcnal adversc cffect on our business and results of operations.

We rely on foreign sources for significant amounts of our merchandise, and our business may therefore be negatively affected by the risks associated with international
trade.

We are dependent upon a significant amount of products that originate from non-Canadian markets. In particular, we sourcc a significant amount of products from
China, We arc subject to the risks that are associated with the sourcing and delivery of this merchandisc. including: potential cconomic. social and political instability in
jurisdictions where supplicrs are located; structural integrity and fire safety of foreign factories; increased shipping costs. potential transportation delays and interruptions:
adversce foreign curency fluctuations, changes in international laws. rules and rcgulations pertaining to the importation of products. quotas; and the imposition and
collection of taxes and dutics. Any increase in cost to us of merchandisc purchased from foreign vendors or restriction on the merchandise made available to us by such
vendors could have an adverse cffect on our business and results of operations.
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Damage to the reputations of the brands we sell could reduce our revenues and profits and adversely impact our results of operations.

As adiverse and yulti-channel retailer. we promote many brands as part of our normal course of business. These brands include the Scars brand. its private label
brands for product lines such as Jessica™, and non-proprictary brands cxclusive to Scars. Damage 10 the reputation ofthese brands or the reputation of the suppliers of
these brands could negatively impact consumer opinions of Scars or our related products and reduce our revenues and profits and adversely nrpact our results of
operations. In those circumstances. it may be difficult and costly for us to regain custonwer confidence.

If our relationships with our significant suppliers were to be impaired, it could have a negative impact on our competitive position and our results of operations and
Sfinancial condition.

Although our business is not substantially dependent on any onc supplicr, our relationship with certain supplicrs is of significance to our merchandising strategy,
including attracting customers to our locations. cross scgment sales and image. The loss of a significant supplicr relationship could result in lower revenues and decrcased
customer interest in our stores, which, in tum, would adverscly affect our results of operations and financial condition. In addition. we nay not be able to develop
rclationships with new supplicrs. and products fromaltemative sources. ifany. may be ofa lesser quality and more expensive than those we carrently purchasc.

We rely on third parties to provide us with services in connection witl the administration of certain business functions.

We have entered into agrecements with third-party service providers (both domestic and international) to provide processing and administration functions over a broad
range of arcas. Thesc arcas include finance and accounting, information technology. payroll, procurcment and call centre functions. Scrvices provided by third partics as a
part of outsourcing initiatives could be interrupted as a result of many factors, such as social or pelitical unrest, natural disasters, extreme or unscasonable weather. acts of
war or terrorisn systems breakdowns or power outages or other significant cvents outside of our control. contract or labour disputes. strikes or failure by third partics to
provide these scrvices on a timely basis within service level expectations and performance standards, which could result in a disruption of our business. and adversely
affect our results of operations and financial condition. In addition. to the cxtent we arc unable to naintain our outsourcing arrangements. we could potentially incur
substantial costs, including costs associated with hiring new cmployces. in order to retum these services in-house.

We rely an our relationship with a number af licensees to manage and operate the day-o-day operations of certain components of our business.
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We have entered into licensing arrangements with various third partics. Any financial instability ol licensccs and their inability to fulfill the temms and obligations under
their respective agreements with us could have a matcerial adverse effect on our revenues with respect to thesc amangements and could cause us to incur substantial costs,
including moving the scrvices in-housc or finding an alternative third party to performthe services.

The lack of willingness of our vendors to provide acceptable payment terms coudd negatively impact onr liquidity and/or reduce the availability of products or services
we seek to procure.

We depend on our vendors to provide us with financing for our purchases ol inventory and services. OQur vendors could seck to limit the availability of vendor credit to
us or other terms under which they scllto us. or bath, which could ncgatively impact our liquidity. In addition, the inability of our vendors to access liquidity, or the
insolvency of our vendors. could Iead to their failurc to deliver
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inventory or other serviees 1o us. Certain of our vendors may finance their operations and/or reduce the risk associated with collecting accounts reccivable fromus by
sclling or "factoring” the reccivables or by purchasing credit insurance or other fonms of protection from loss associated with our credit risks. The ability ol our vendors to
do so is subject to their pereeption of our eredit quality and operational performance. Our vendors could be limited in their ability to factor reccivables or obtain credit
protection in the future because of their own financial condition and market pereeptions of our financial position. credit worthiness and operational performance, which
could reducc the availability of products orservices we scek to procure,

We may be subject to product liability claims if people or properties are harmed by the products we sell or the services we offer.

We scll products produced by third party manufacturers. Some of these products may cxposc us to product liability claims relating to personal injury. death or property
damage caused by such products and may require us to take actions. such as product recalls. In addition. we also provide various services which could give rise to such
claims. Although we maintain lability insurance to mitigate these potential claims. we cannot be certain that its coverage will be adequate for liabilitics actually incurred or
that insurance will continuc to be available on cconomically reasonable ters or at all. Product liability claims can be expensive to defend and can divert the attention of
management and other personnel for significant periods. regardiess of the uitimate outcome. Claims of this nature. as well product recalls. could also have a negative impact
on custoner confidence in the products and services we offer and on our reputation. and could have a material adverse effect on our business and our results of operations.

Ifwe do not maintain the security of our customer, associate or company information, we coudd damage our reputation, incur substantial additional costs and become
subject to litigation.

Any significant sccurity compromisc or breach of customer. associate or Corporation data. cither held or maintained by the Corporation or our third party providers.
could significantly damage our reputation and brands and result in additional costs. lost sales, fincs and/or lawsuits. The regulatory environment in Canada related to
informmtion sceurity and privacy is very rigorous. There is no guarantce that the procedurces that we have implemented to protect against unauthorized acecss to sceured
data arc adequatc to safcguard against all data sccurity breaches. A data sceurity breach could negatively impact our business and ourresults of operations.

We are subject to a number of long-term real estate leases which could restrict our ability to respond to changes in demographics or the retail environment and
adversely impuact our resudls of operations.

As of October 14, 2014, we opcrated a total of 113 Full-Line department stores. 307 specialty stores (including 47 Scars Home stores, 11 Oatlet stores. four Appliances
and Mattresses stores. 211 Hometown Dealer stores operated under independent local ownership and 34 Corbeil stores). 1.378 cataloguc merchandisc pick-up locations and
96 Scars Travel offices. We own 14 Full-line department stores. The majority of the renmining Full-Line department stores arc held under long-termlcases. We operate the
mgjornty of our Scars Home stores under short-termlcases. While we are able to change our merchandisc mix and relocate stores in order to maintain competitiveness. we are
restricted from vacating a cument site without breaching our contractual obligations and incurring lease related expenses for the remaining portion ofthe lease-term The
long-term nature of the leascs may Limit our ability to respond in a timely manner to changes in the demographic or retail environment at any location. which could adverscly
affect ourresults of operations. In addition. when leases for the stores in our ongoing operations cxpire. we may be unable to negotiate rencwals. cither on commercially
acceptable terms. or at all. which could causc us to closc stores. Accordingly. we arc suhject to the risks associated with leasing real estate, which could have an adverse
cffect on ourresults of operations.
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We may be subject to legal proceedings ifwe violate the operating covenants in our real estate leases that covdd adversely affect our business and results of operations.

As of October 14, 2014, we had operating covenants with landlords for approximately 100 of our Full-Line department stores. An operating covenant gencrally requires
us, during normal operating hours. to opcrate a store continuously as per the identificd format in the lease agreement. As of October 14, 2014, the remaining termofthe
various Scars operating covenants ranged from less than onc year to 25 years, with an average remaining tenm of approximately scven years. not including renewal options
availablc to Scars Canada. Failurc to obscrve our operating covenants may result in legal proceedings against us and adverscly affect our business and results of
opcrations.

We are subject to laws and regulations that impact our business and a failure to comply with such laws and regulations coudd lead to lawsuits or regudatory actions
against us that could adversely affect our business and results of operations.

Laws and regulations arc in placc to protect the interests and well-being of our customers and communitics. business partners, supplicrs, cmployces. sharcholders and
creditors. Changes to statutes. laws. regulations or regulatory policics, including changes in the interpretation. inplenientation or enforcement of statutes. laws, regulations
and regulatory policics. could adversely affect ourbusiness and results of operations. In addition, we imay incur significant costs in the coursc of complying with any
changes to applicable statates. laws, regulations and regulatory policics. Our failure to comply with applicable statutes. taws, regulations or regulatory policics could result
in a judicial or regulatory judgment or sanctions and financial penaltics that could adverscly impact our reputation. business and results of operations. Although we believe
that we have taken reasonable measures designed to ensure compliance with goveming statutces. laws. regulations and regulatory policics in the jurisdictions in which we
conduct business, there is no assurance that we will always be in compliance or deemed to be in conpliance.

In addition, changing laws. regulations and standards rclating to corporate govemance and public disclosure, including those related to foreign private issucrs and the
Sarbanes-Oxley Act of 2002, and related regulations implemented by the SEC are creating uncertainty for forcign privatce issuers. increasing legal and financial compliance
costs. and making some activitics more time consuming. We are currently cvaluating and monitoring developments with respeet to new and proposed rules. such as the new
conflict mincrals disclasure requirements. and cannot predict or cstimate the amount of additional costs we may incur or the timing of such costs. We intend to invest
resourccs to comply with evolving laws, regulations and standards, and this investment may result in increased gencral and administrative expenses. [four efforts to conply
with ncw laws., regulations and standards differ fromthe activities intended by regulatory or goveming bodics duc to ambiguitics related 1o practice, regulatory authorities
may initiatc fcgal proccedings against us and our business may be harmed. The costs of compliance or our failure to conply with these laws. rules and regulations could
adverscly affcet our reputation, business, results of operations. financial condition and the price of aur Common Sharcs.

We mmay lose our foreign private issuer status in the future, which could result in significant additional costs and expenses to us.
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In order to maintain our cwrent status as a forcign private issucr under U.S. federal sccuritics laws, a majority of our Conymon Shares must be cither directly or indircetly
owncd by non-residents of the United States unless we also satisfy cach of the three additional requirements in accordance with the definition of " forcign private issucr”
under the U.S. Exchange Act. In addition to the najority of our Cornmon Shares being owned by residents of the United States. if any of (i) the majority of our exceutive
officers or directors are United States citizens or residents, (i) more than fifty pereent of our asscts arc located in the United States or (i) our business is administered
principally in the United
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States, then we would lose our foreign private issucr status. We currently satis fy the test and qualify as a foreign private issucr, but we cannot be certain that we will meet
thesce requirements in the future. The regulatory and compliance costs to us under U.S. federal sccuritics laws as a U.S. domestic issucr may be significantly more than the
costs we incur as a Canadian foreign private issucr. If we ceasc to be a foreign private issuer, we would not be cligible to usce the multijurisdictional disclos ure systemor
other foreign issuer forms and would be required to file periodic and current reports and registration statements on U.S. domestic issucr forms with the SEC, which arc more
detailed and extensive than the forms available to a foreign private issuer. We may also be required to prepare our financial statements in aceordance with U.S. gencrally
accepted accounting principles, or GAAP. Thesc additional reporting obligations could be costly and have a negative impact on our financial condition.

We are requdred to comply with federal and provincial enviromnental laws and regulations, the cost of which may adversely affect our results of operations and
Sfinancial condition.

We arc exposed to environmental risk as an owner, lessor and lessce of property. Under federal and provineial laws, the owner. lessor or lessec could be liable for the
costs of removal and remediation of certain hazardous substances on its propertics or disposcd of at other locations. The failure 10 remove or remediate such substances. if
any. could Icad to claims against us.

We are currently remediating various locations across Canada where we operated auto centers. gas bars and a logistics facility. The extent of the renediation and the
costs thercof have not yet been detenmined. We continuc to monitor the costs of remediation and appropriately provide tor these costs in our rescrves. If we cormmit to
renovating a leascd or owned building that contains or may contain asbestos, or if asbestos is inadvenently disturbed. we will be legally obligated to conply with asbestos
removal standards. The extent of this liability has not yet been determined because the costs to remove asbestos depend upon factors including. among athers, the location
and cxtent of any renovations undertaken. Inadvertent disturbance of asbestos cannot be foreseen. The costs incurred by us could be significant and may negatively impact
ourresults of operations and financial condition.

We are exposed to a variety of legal proceedings, including class action lawsuits, and tux audits which, if adversely decided, coudd materially adversely affect ns.

We currently are involved in various legal proceedings incidental to the nonmal course of business. Although we are of the view that the final disposition ofany such
litigation is not expected to have a material adverse effeet on our liquidity. consolidated financial position or results of operations, the outcome of such litigation cannot be
predicted with certainty.

In the ordinary coursc of business. we are subject to ongoing audits by taxauthoritics. While we believe that our tax filing positions are appropriate and supportable.
periodically. certain matters are reviewed and fromtime to tine challenged by the tax authoritics. As we routinely evaluate and provide for potentially unfavorable outcomes
with respect 1o any tax audits, we belicve that the final disposition of tax audits will not have a material adversce cffect on our liquidity. consolidated financial position or
results of operations, Ifthe result of a taxaudit materially differs from the existing provisions., our cffective tax rate and our net camings could be affected positively or
negatively in the perdod in which the tax audits arc completed.

On July 5.2013.a "Scars Hometown" store owner in Woodstock. Ontario launched a class action lawsuit on behalf of approximately 260 Scars Hometown dealers across
Canada who became dealers on or after January 1. 2011 against Scars Canada and Scars. Rocbuck and Co. (together with Scars Canada. the "Scars Defendants™). a
subsidiary of Scars Holdings. The claimalleges that the Scars Defendants breached contractual dutics and duties under provineial franchisc laws by forcing the Hometown
store dealer-owners ta work for subsistence-level conpensation and by depriving themof any realistic opportunity to share in the profits gencrated by the Hometown store
system. The claim
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also alleges that Scars Canada has enceroached on the dealers” protected market arcas through direct-channel sales. The dealer plaintiffs seck $100 million in damages and
injunctive relicf. The action was certified as a class action on Scptember 8, 2014, Although Scars Canada intends to vigorously defend thesc allegations, we belicve the
outconxk is indcterminable. and the monctary damages. ifany, cannot be reliably estimated.

Our resuldts of operations may be adversely impacted if insurance coverage is deemed insufficient or if we or the insurance industry is affected by unexpected material
events.

We rmintain dircetors and officers insurance. liability insurance. business interruption and property insurance and this insurance coverage refleets deductibles. sclf-
insured retentions, limits of liability and similar provisions. Although we have taken measures to ensure that it has the appropriate coverage, including maintaining an annual
reserve for liability clains. there is no guarantee that our insurance coverage will be sufficient. or that insurance proceeds will be paid to us in a timely manner. [n addition,
there arc types of losses we may incur but against which we cannot be insured or which we belicve are not cconomically reasonable to insure, such as losses duc to acts of
war and certain natural disasters. If we incur these losscs and they are material, our business, operating results and financial condition may be adversely affected. Also.
certain material cvents may result in sizable losscs for the insurance industry and materially adversely impact the availability of adequate insurance coverage or result in
significant premium increascs. Accordingly. we may clecet to self-insure. aceept higher deductibles or reduce the amount of coverage in responsc to such market changes.

Events outside our control such as social or political unrest, natural disasters, labour disruptions or contractual disputes, strikes, extreme or unseasonable weather,
acts of war or terrorism, systems breakdowns or power outages condd have a material adverse effect on our business and results of operations.

Our business is sensitive to customers' spending patterns. which may be affected by domestic and intemational social or political unrest, natural disasters. labour
disruptions or contractual disputes of Scars Canada. its supplicrs or third party scrvice providers, strikes. extreme or unscasonable weather, acts of war or terrorism, or other
significant events outside of our control. any of which could Icad to a decrease in spending by consumers. In addition. such cvents as well as systens breakdowns and
power outages could causc store closures. disrupt oursupply chain or other operations. delay shipments of our merchandisc to consumers. reduce our revenuc and result in
expenscs to repair or replace our facilities. Disruptions during a peak scason such as the month of December. which may account for a substantial amount of a ycar's
camings, could have a particularly adverse cffect on our business and results of opcrations,

Our business coudd suffer ifwe are unsuccessfil in making, integrating, and maintaining acquisitions and investinents.

Fromtime to time we pursuc strategic acquisitions o joint amangeiments with, or investments in, other companics or businesscs. although we have no present
commitments with respect 10 any material acquisitions or mvestments. Any such acquisition, joint arrangement or investment that we nake may require us to spend our
cash. or incur debt. contingent liabilitics. or amortization cxpenscs related to intangible asscts. any of which could reduce our profitability and harm our business.
Acquisitions. joint arrangements and investments also increase the complexity of our business and place strain on our management. personnel. operations, supply chain.
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financial resources. and intemal financial controls and reporting functions. We may not be able to manage acquisitions, joint arangements or investments cffectively, which
could damage our reputation, limit our growth and adverscly affect our business and results of operations.
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Owr business has been and will continue to be affected by Canadian and worldwide economic conditions; a persistence or worsening of current economic conditions
cotdd lead to reduced revenues and gross margins, and negatively inpact owr liguidity.

We plan our operations giving regard to cconomic and financial variables that are beyond our control. Changes to these variables may adversely inpact our
performance. Should the current cconorric conditions persist or worsen, heightened competition, a further decline in consumer confidence, lower disposable income, higher
uncmployment and personal debt levels may result, which could lead to reduced demand for our products and services. Any of thesc cvents could cause us to increase
inventory markdowns and promotional expenses, thereby reducing our gross margins and results of operations. If the Canadian or global cconomics worsen, we could
expericnee a decline in same storc sales, crosion of gross profit and profitability.

Increasing fucl and cnergy costs may have a significant negative impact on our operations. We require significant quantitics of fucl for the vehicles uscd to distribute
and dcliver inventory and we arc exposcd to the risk associated with variations in the narket price for petroleum products. We could experience a disruption in encrgy
supplics, including our supply of gasoline, as a result of factors that are beyond our control, which could have an adverse effect on our business. Certain ofour vendors
also arc experiencing increases in the cost of various raw materials, such as cotton, oil-related matenals, stecl and rubber, which could result in increases in the prices that we
pay for merchandisc. particularly apparcl, appliances and tires and adverscly aftect our results of operations.

We are exposed to liguidity risk and our failure to fulfill financial obligations could adversely affect our results of operations and financial condition.

We could face liquidity 1isk duc to various factors, including but not limited to. the unpredictability of the current cconomic climate. failure to secure appropriate
funding vehicles and cash flow issucs relating to the operation and management of the business. Failure to fulfill financial obligations duc and owing fromus as a result of
this liquidity risk could have undesirable consequences on us and adverscely affect our results of operations and financial condition.

Fluctuations in US. and Canadian dollar exchange rates may adversely impact our results of operations.

Our foreign exchange risk is cunrently limited to currency fluctuations between the Canadian and U.S. dollar. We are vulnerable to increascs in the value of the U.S.
dollar relative to the Canadian dollar because the majority of our revenucs are denominated in Canadian dollars and a substantial amount of the merchandisc we purchasc is
priced in U.S. dollars. The costs of these goods in Canadian dollars risc when the U.S. dollar increases in valuce relative to the Canadian dollar and. as a result, we may be
foreed to increase our prices or reducc our gross margins. We may usc foreign cunency forward and option contracts to hedge the exchange rate risk on a portion of our
expected requirement for U.S. dollars. There can be no assurance that our hedging cfforts will achicve their intended results or that our estimate of our requirement for U.S.
dollars will be accurate, with the result that currency fluctuations may have an adverse impact on our results of operations.

In addition. any significant appreciation of the Canadian dollar relative to the U.S. dollar presents an additional challenge to us as our customers arc motivated (o cross-
border shop. which may have an adverse impact on our results of operations.

We are exposed to counterparty creilit risks whicl could adversely affect our resudts of operations,

Credit risk refers 1o the possibility that we can suffer financial losses duc to the failure of counterpartics to meet their payiment obligations to the Corporation. Exposurc
to credit risk cxists for
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derivative instruments. cash and cash cquivalents. short- terminvestments, accounts reecivable and investments included in other long-tenmasscts. Cash and cash
cquivalents. accounts receivable, derivative financial asscts, and other long-termassets of $345.6 million as at August 2, 2014 (February 1. 2014: $605.8 million; August 3,
2013: $399.0 miillion) exposc the Corporation to credit risk should the bomower default on maturity of the investment.

Although we seek 1o manage this exposurc through policics that require borrowers to have a minimumecredit rating of A, and timiting investments with individual
borrowers at maximum levels based on credit rating. there can be no assurance that we will be able to success fully manage our eredit risk.

We invest our surplus cash in investment grade., short-term money market instruments, the retum on which depends upon interest rates and the credit worthiness of the
issucr. We attempt to mitigate credit risk resulting from the possibility that an issucr may default on repayment by requiring that issuers have a minimum credit rating and
limiting exposures to individual borrowers.

Expenses associated with our retirement benefit plans may fluctuate significantly depending on changes in actuarial assunptiors, figure market performance of plan
assets, and other events outside of our control and adversely affect our results of operations.

We cunmently maintain a hybrid registered pension plan (with both a defined benefit component and a defined contribution component). a non-registered supplenental
savings arrangement and a defined benefit non-pension retirement plan, which provides lifc insurance. medical and dental benefits to cligible retired associates through a
health and welfare trust. The defined bencfit component of the registered pension plan continucs to accruc benefits related to future compensation increascs although no
further service credit is camed. In addition. we no longer provide lifc insurance, medical and dental benefits at retirement for associates who had not achicved the cligibility
criteria for these non-pension retirement benefits as at Decomber 31, 2008.

There is no assarance that our retirement benefit plans will be able to cam the assumed rate of retum. New regulations and market driven changes may result in changes
in the discount rates and other variables which would result in us being required to make contributions in the future that differ significantly fromthe estimates.

Management is required to usc assumptions to account for the plans in conformity with IFRS. However, actual futurc experience will differ from these assumptions
giving risc to actuarial gains or losscs. In any ycar. actual experience differing fromthe assunmptions may be material. Plan asscts consist primarily of cash. altemative
investments. marketable cquity and fixed income sccuritics. The valuc of the marketable cquity and fixed income investments will fluctuate duc to changes in market prices.
Plan obligations and annual pension expensc are determined by independent actuarics and through the use of a number of assumptions.

Although we belicve that the assumptions used in the actuarial valuation process are reasonable. there remains a degree of risk and uncertainty which may causc
results to differ materially from expectations. Significant asswmptions in measuring the benefit obligations and pension plan costs include the discount rate and the rate of
compensation increase. Sce Note 20, "Retirement benefit plans” to the Financial Statements for a more detailed description of our pension plans and the obligations
thereunder.



We are exposed o ingerest rate riskx which condd udverely affect aur rexudis of operativre,

Interest rate nsk reflects the sensitivity of our fmaneial condition 16 movemants in interest rates. Financral assots and lubiflities which do not bear mierest or bear
interest at Jowd rues are classified as non-intencst mic sensitve. Cash and cash equivalents and borrowings under the Amended Credit
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Facility. when applicable, are <ubject o interest mte nsk. The towal subject 1o interest mie risk as at Augost 2 20/ 4 was a net assot of 8267 4 million (Fehrunry 1. 2014 net
sysot of SSIS, 1 milliar, August 3, 2013 not asset of €320.4 nzllion). An increase or decrease in interest mtes of 25 basis points would eause an insatenial afler-wx inpact og
net {loss ) camings for net assels subjeet to mierest rate nsk included in cash and cash equivalents and other long-termassées as at August 2 2014,

Certuin farturs, lucluding ohanges it narkel condliions uid vsur credit ratings, may linal ovs access (o cupitel markets and other fnancing sources, which coidd
materially incronse oix hosroning costs

Iy addition to eredit tenmx from vendors, our liquidity needs are finded hy ouropemting cash ows and, to the extent necexsary, burowings under our credit
agrecments and acces 8 10 capital maskets, The avadlability of financing depends an numerous s, mciuding economic and mirker conditians, our opermting perfomsince.
ourcredil mtings, and kenders’ assessments of our praspects and the prospects of the retail ndusiry in genensl. Changes in these factors may aflect our cost of fmancing,
liguidity and our ability 1o uecess financing sowrces. Rating agencies revise ther mtings for the companmes that they follow fran fime 10 1ine and our ratings may be revised
or witliedmwat i ther cntirety atany tine,

While our Amended Credit Facility corrently provides for up 1o 53000 mallion of lender cammilments. avanlsbility ander the Amended Credn Faciliny is deternined
pursusnt o o homowep base fommuls based on elighk assots conssing ofinventory and credit card receivables and woy be veduced by reserves. as estrmated by the
Comenation, which may be applied by the lesders at their disenction pursaimi o the Aended Credit Facillty agrecment, I ihe value of ehpible assets sre not sufficent 1o
suppon bormowings ofup o the llamount af the comrmtinents undeor the faciliny, we wall not have full aceess 1o the facibty, hat rather could bave ¢ 2% 104 Jesser wount
as determmed by the bomowang base and reserve estimles.

The lenders under our Amended Credit Facilry may not he abfe to nuct their conemvmznis ifthey esperience shortages of capital and liguidity and there can be no
nssurnce that aar ability 1o othenwise access the eredn warkels wilnat be adversely afiteled by changes in e finaacia) markets and the global cconormy

e face risks associated with impainmnent of intangible amd other long-lived asseis.

centres, are subject w periodic testing for mprirnent, A sipnificant amoun o
b olourgash pencraling units or speciliv oporatng units could result

Our miangshle assets and long-lived assets, ponarly consisting of stores und logd
dgment s myolved m the permdic testmg. Failure to aehiove sufficient levels ol cash flow wirhin ¢
n irpainmert chargzes for intmngihle assets or fixed asset impaimment forJong-hived wssew, which could hirve s nesenad adverse effeet on our epaned results of operations
See "Desenption of e Sears Canada Busmess—Oiher Recent Developments”

Rigks Relating (o our Relutionship with Seurs Holdings

We may lose riglas o some inellectnal praperty if Seaes Holdings' ¢qnity ownership in s falis bolow specified thrisholds or in other circwmdances imolving financial
distroe

Werely gn oy nght 1o use the "Scars™ name, ncludng as pant of our comorate and comsmercl name, which we conskles a significant and valushie aspea oV our
husmess. Our night 10 use he "Sears" name and certam oiher brand names associated with a narber of our magor prodeet lines was pranted pursuant 1o the Lcehse
Agreement amendments, n:the event Sears Holdmgs' ownershup mierest & reduced to hess than 10084 the License Agreement would rereain in efleel oy penod of Hive
years afier such reduction in ownershup, after which the Corporation would ne kengerbe permitted o use the "Sears” name and cenam other brand nanes, In sddimion, our
beense to use the “Sears” name and certam other brand names (subjeet 10 an exension of up 1o foor years at a royviky mtc1o be agreed
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tmte based on the vilue of such mark or the lowest rate advich will provide 2 seasonihle meeative o mduee Scars Canada to phase out the
fso temmrate upon the occdmence of

,there 15 a sk of the License Agreciment

oqual o the kesser afa finr nw
usc of sueh wark durng such exended penod, if the Comonttion nsssenably detemines thil a knges trans ition is necessiry ) may
certain bankniprey events mvalving the Compomtion, In addiion. i the cvent afa bankniptey proceeding involving Scars Holdings
being termmated under the goverming msolveney egshition. Losing our dght to use these mtefleciual propentics could significantly dimnish our competitivenesa i the
murketplace and coule marerally barmour business. Ifeither the License Agreement or the Technology Agseemen is teomanaied. the Corparation my altenpt to rencgabisie
such agreernent although the terms oF any renegotiated sprecment will be less fitvorabk to the Comparnstion

Some of our directors ond execative gfficers gy have conflicts af inferest becawuse of their vwnership of SHC Stock.

Sorre of pur ditcctors snd exceutive officens nay own SHC Stock. Owner=hip of SHO Stock by our directors and’or exccutive oflicers on the Beard of Dircetomns cauld

create, oy appear 1o ereate, conflicts ofinerest with respect ta matters mvolving both ws and Sears Holdigs.

k7

CFRTAN CANADIAN FEDERAL INCOME TAX CONS IDIRATIONS

The following is a sunrrmary ofihe prancips! Canadian fedesal meone tax considerations pussuant to the Jneowe Tax Ao {Canade) (the "Tax Act™)ansing in respect of
the reeeipt ol the subscrption nghts under this oRering by holders of SHC Stock and holders who acquite Conmeman Shares pursuant 1o the exarcise af the subseription
Aghts. This sunvary & only applicable 10 a holder who, al all relevant times, (o) for the purposes ofthe Tax Act (1) 18 nol. and is not deemed o be, resident in Canada,

(i) hodds thie sybseription rights and the Common Shases as capital property. Gi) dels at amys Jength with Sears Canada and Seass Noldings and s not affiliswed with Sears
Canadn and Sears Holdings. (iv) dovs not use or hold the subseripton nghts or Conmion Shares in the course ofcarry Lour otherwise m connevton with. a business
aimed on or deemed 10 be camed an m Canady, (v) 15 not a segisioned "non-resident insurer” or “authorized fore gn ban
(vipdoes not carry on an msurance buswiess in Canada and clsewhere, and (h) for the pumposes of the Canada-United States Income Tax Convention (1he “Convention™ ),
lsas never been a resident of Canada and does ot have and his not hiad, at any time, a penmonent establishment or fised base m Canada, Generlly, the subseription nghts
and the Conmon Sharcs willbe considercd W be cgpital propery 1o a balder provided the holder does not hold ihe subscnption dghts or the Conzion Shanss. as the case
miy heointhe covrse of camymg on 2 business of tradmy or deabng in securibies and has not acquired themm one or mowe Iransactions considered to be an adveniire or
concem in the natvre af trade. A holder whe meets all the crivens m claoses (ahand (b) w refemed to herews ax i "Holder” Thix suyrmarny doos not deul wath special

Leach within the meanmy ofthe Tux Act, and
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shuations, such s the particular aircumsiances nftradens or dealers, tax exenpt enliiies, insurens ot mancid s qulions Sach holden and other holders who da not meer
the entena in chwses (2)and (b) should consull ther own taxadvisers

This surmmary 15 hased wpon the provisions olNhe Tax Act and the regulstions thereundar (1the " Regulatons™ ) in force as ofthe dite hencof. all specific proposals w
smend the Tax Act and the Regulations that have been publicly announced pnor to the dale hercol (the " Propos ed Amendments ) and the current ndpmnstmtive policies
and assessing praetices ol the Canadas Revenue Ageney nmde publicly svajlable prior w the date hereol This sunmmry assuns the Proposed Amendments will e enacted
w the form proposed: hwever, no assumnce can be given that the Proposod Amendments will be enacted in the fomproposcd, orat all This summuny 15 nol exhaustive of
all passible Canadin fedemn! meome tax considarations and. oxcept for the Praposed Arsondiments, does not iake mnto account any changes in the law or w adnmnistrative
policics or ayscssing prictices, whethier by legislative, govemmental or pudicml aetion, sor does 11 tike into aecount provineial. 1wratana) or forcign tax considemtions ., which
moy differ significantly fomthose discussed in this Prospeetus.

This snmmary is of 3 general nature only sndis not intended to be, nor xhouldil be construed to be, Jegal or 1ax advice 1o any particular Holder or praspective Halder,
and no represeniations wiih respect o 1be inconw tax cans cquences to any Holder or proypective Holder are made. Consequently, Holdirs and prospective Holders showld
consult their own tay advisors for advice with respect to the bix considerations applicuble to them, having regard to their particular etrcumsinoces.

For the parposes of the Tax Act. allamaunis relating to the acuisition. holding or disposition of the subscription nights and Common Shares (including dividends
recetved trdeemed w Iave been reeeved. adjusted cosi base und proceeds of disposilion) owst be delenrined in Canadian dollars bosed ou the exchange rates as
derermuned i accordance wath the Tax Ael

Receipt of Subscription Rights

The issuance ofthe subseripion dghts to @ Holder will not be subjeet to Canaduan withhalding taxand no other lax will be payable under the Tax Act by & Holder i
Aption rdghts reeewed under the offering will be il

respect ofhe seecipt of the subserplion ghtsy. The cost althe
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Exerise of Subseription Rights

The exereise ol the subscenption rghts will nal constitute a disposition af property for pumpases oFthe Tux Act and, consequently, ne gain or loss will e realiad by o
Holder upon the excreise af the subscrpiion nghts. Cormon Shar s sequired by a Holder upon the exesese af the subsenpuion nights will lave a cost o the Holder equal w
the aggrogare of the Olenng Price patd plus the adjusted cost base to the Holder ofthe subsenpton rights exereised (fiuny ) The adjusted enst base o the Holder of a
Covmeron Share acquired purstant to the oxereise of1he subsenption nghts will be determined by averigmg the cost ol such share with the adjusted cost hase ol all Conmwin
Shares ewned by the Holder as capital propeny wvnediately before the sequistion. Wany

Disprpsitivn of Subscripion Rights

A Holder will penerally not be subjeet to tuyunder the Tax At on any capital gmn weahzed on u dispasition of the subserption mehis, enless the subserption rghts
constitute "tasable Canadion propenty” of the Halder ar the tme o dispostion and the Holder 15 wot entitled 10 relief under the Convention oranother ireaty . Cenerally, the
suhseription nghts will not constitute “tasahle Canadion propeny” ol such Holder unless the Comaon Shares would constitute "tuxahle Canadian propeény™ wo the Holder
H the Conmon Shares would be "anuhle Canadian propeny” 1o 4 Holder are degenbed helow undet "Dispositions of Conmmon Sh:
tasable Canadian propenty” should consult ther awn taxadvisors for adviee havie reeard 10 ther paniculir eircumsinnees

The ereurmsiances under whic

Halders whose subserprion nghts canstiute

Dividesndy on Convmon Shares

Amounis paid or credited or deemed 1o be poid orenedited ss, on account or m lien of paynent, orwn satis faction ol dividends on the Commron Shutes 103 Holder will
he subjeet w Canadiin withboldmg ik Undertie Convention, the mite of Canadisn withholding 1ax an dividends paid or eredited by the Corporation 1ou Holder tha
bencfictally owns such dividends. that Is @ resident o the United States for purposes ofthe Convention and that i entitled 1o the il benefits of the Convention s gencrally
15.00%, unless the benelicil awner s i company that 18 a resident of the Unned States for purposes of the Copvention, is entitled 1o 1the foll benetins ofthe Conventon und
owns al least 10076 of the Corporation’s voting stock at that time. oy which case the mte of Canadian withholding tas is reduced o §,0%

Dixpositiors of Comon Shures

A Holder will genemlly nor be subject o 1ax ander thie Tax Act on any capital gam realiacd oo a disposinon of the Conunon Shares, unless (he Corsnon Shares
canstmuts “taxable Canadinn property” of the Molder at the time ol disposiion and the Holder 5 not eniitled to rehiel ander the Convention or another i treaty. Cenerally.
the Common Shares will not constitule taxahle Canadian propany o a Holder provided the Cormmmen Shares are Lsted on a “designated stock exchiange” us defined m the Tax
Act iwhiech mekides the TSX) mt the time o the disposition unless: (a) (1) at any time during 1he 60-monts period immedmately precedme the disposition, ane or any
rombination of (A ) the Holder. (B) persons with wham the Dolder does not deal at anw's lengih (withis the neaning o€the Tux Actyand (C) papnerships mowhich the Halder
ora persan deserthed in (B) holds a membership miterest direetly or indireetly through one ar pore pannerships, swned 23.0% ar more ofthe issued shares ofany serics oc
clags ar'the capitid stoek of the Comonation and () mone dan 500 of the T warket value ofthe Common Shiares was denved directly or mdineetly fiomone orany
combmalion of real or inrovable prapeny situated in Canada, "Canadian respues propenty” (as defined i the Tas Aet), "umber resoures property” (as defmed i 1he Tax
Actiand options in respect of, orinteresis m, or enal liw Aghts i such propeny, whether or not such propeny exsts: ar (b 1he Convnon Shares are deemad rndes the Tas
Act 1o be tuable Canadion property of the Holder. 1 the Convnon Shares
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construte taxable Cutadian propenty ol a particular Holdes, any eapita! gain arising on their disposition may be excimpt from Canadian wx under the Convention if. at the time
af dispaosition, the Common Shares do ot denve their value prncpaliy from real propeny stuated n Canagdy and the Holder s a resident of the United States for purposes
of the Convention and i entitled 10 the full benehits ofihe Convention, Holders whose Comsmon Shutes miy corstiule taxable Canadisn propeny should eonsuh their own

1ax advisirs

"{as defined in the Taa Actd, » Holder whao

As lang as the Common Shares are fisted a1 the time of their disposition on the TSX oranether "recognized stock exchang
disposes of the Comenon Shares that ane lasable Canadian propeny will not be regquired 1o satisfy the obligations mpased under section (Haof e Tas Act An exwnplion
trom such obhgabons may also be availible m rospect o theie disposition i they are "ireaty <oempt propenty” (s defined m ihe Tax Act) of 1he disposing Holders

7T
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of certain U.S. federal incomx tax considerations rclating to the reecipt, sale. exereisc and cxpiration of the subscription rights and the
ownership and disposition of Common Sharcs to holders of SHC Stock. This discussion is based on the U.S. Intemal Revenue Code of 1986, as amended. or the "Code.”
U.S. Treasury rcgulations promulgated or proposcd thercunder and administrative and judicial intcrpretations thereof. all as in effect on the date hercof. and all of which arc
subjcct to change, possibly with retroactive cffect. or to different interpretation. This discussion docs not address all ofthe U.S. federal income tax considerations that may
be relevant to specific holders in light of their particular circurnstances ot to holders subjeet to special treatment under U.S. federal income tax law (such as banks, insurance
conpanics., dealers in sceuritics or other holders that gencrally mark their sceuritics to market for U.S. federal income tax purposcs., tax-cxeimpt entitics., retircment plans,
regulated investment companics, real estate investment trusts, certain fonmer citizens or residents ofthe United States, holders that hold SHC Stock, subscription rights or
Cormmon Shares as part of a straddle, hedge, conversion or other integrated transaction, holders that do not hold their SHC Stock or subscription rights as capital assets,
holders that own or arc deemed to own 5% or more of the Common Shares (as measured by voting power), holders that would not (upon excrcise of the subscription rights)
hold the Common Sharces as capital asscts, and holders that have a " functional currency” other than the U.S. doltar). This discussion docs not address any U.S. state or local
or non-U.S. tax considerations or any U.S. federal estate, gift or altemnative minimum tax considerations, nor docs it address any aspects of the uncamed incone Medicare
contribution tax pursuant to the Health Carc and Education Reconciliation Act of 2010.

For purposes of this discussion, the term"U.S. holder" means a beneficial owner of SHC Stock that reccives subscription rights by reason of holding SHC Stock or that
acquircs Common Sharcs upon the exereise of such subscription rights and that, for U.S. federal income tax purposcs, is

. an individual who is a citizen or resident of the United Statces;

. a corporation created or organized in or under the laws of the United States, any state thercofor the District of Columbia;

* an cstatc the income of which is subject to U.S. federal income tax regardless of its souree; or

. a trust (x) with respect to which a court within the United States is able to excreise prinary supervision over its administration and onc or more United Statcs

persons have the authority to controlall of its substantial decisions or (y) that has in cffect a valid clection under applicable U.S. Treasury regulations to be
treated as a United States person.

As used in this discussion. the term " Non-U.S. holder” means a beneficial owner of SHC Stock that receives subscription rights by reason of holding SHC Stock or that
acquircs Common Shares upon the excreisc of such subscription rights and that is not a U.S. holkler or a parinership (including an entity treated as a partnership for U.S.
federal inconme tax purposcs).

The U.S. federal income tax considerations relating to the receipt, sale, exereise and cxpiration of the subscription rights and the ownership and disposition of Conmon
Sharcs to an cntity that is treated as a partnership for U.S. federal income tax purposes will depend in part upon the status and activities of such entity and the particular
partner. Any such entity should consult its own taxadvisor regarding the U.S. federal income tax considerations applicable to it and its partners relating to the reccipt, salc,
exereise and expiration of the subscription rights and ownership and disposition of Common Shares.

No ruling on the treatment of the reecipt, sale, exercise and expiration of the subscription right or the ownership and disposition of the Conmmon Shares in cach case for
U.S. federal income tax purposcs. has been or will be sought fromthe IRS with respecet to any of the U.S. federal income tax considerations discussed below, and no
assurance can be given that the IRS will not take a position contrary 1o the discussion below.
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HOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING THE U.S. FEDERAL. STATE AND LOCAL AND NON-U.S. INCOME ESTATE AND
OTHER TAX CONSIDERATIONS RELATING TO THE RECEIPT. SALE, EXERCISE AND EXPIRATION OF THE SUBSCRIPTION RIGHTS AND THE OWNERSHIP AND
DISPOSITION OF COMMON SHARES IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES.

Tax Consequences to US. Holders
Receipt of Subscription Rights

A U.S. holder that reccives a subscription right in respect of'a share of SHC Stock should gencrally have taxable dividend income equal to the fair market value (ifany)
of such right on the date of its distribution from Scars Holdings 1o the extent it is made from Scars Holdings' cutrent or accumulated camings and profits (as determined
under U.S. federal income tax principles ). If such fair market value exceeds Scars Holdings' current and accumulated camings and profits, such excess generally should be
treated first as a tax-frce return of capital to the extent of the U.S. holder's tax basis in such sharc of SHC Stock. and then as capital gain.

Ifa U.S. holder docs not sclt subscription rights to fund any taxrequired to be paid as a result of the distribution of the subscription rights. such U.S. holder will have to
pay any such tax fromother sources. Ifa U.S. holder does scll subscription rights to fund any such tax the proceeds may, depending on the sale price. be greater or less
than thc amount of such tax and the U.S. holder will have to pay any shortfall fromother sources.

Sale of Subscription Rights

Upon the salc of the subscription rights reccived in respeet of SHC Stock, a U.S. holder generally should recognize short-termeapital gain orloss equal to the difference
between the amount realized on such sale and the U.S. holder's adjusted taxbasis in the subsciiption nights sold. A U.S. holder's adjusted tax basis in a subseription right
should gencrally cqual its fair market vahic (ifany) on the date of its distribution.
Exercise of Subscription Rights

A U.S. holder should generally not recognize any gain or loss upon the exercisc of'a subscniption nght. A U.S. holder's initial taxbasis in cach sharc of Scars Canada
acquired upon the excreise ol'a subscription right should gencrally equal the sumof (1) the U.S. holder's adjusted tax basis in such right and (2) the subscription price paid
forsuch sharc.
Expiration of Subscription Rights

[fa subscription right cxpires without being exercised by a U.S. holder. such U.S. holder should generally recognize a short-tenmcapital loss cqual to such U.S. holder's
adjusted taxbasis in such right. Capital losscs arc gencrally available to offsct only capital gain (except. to the extent of up to $3.000 of capital loss per year. in the casc of a
non-corporate U.S, holder) and thercfore generally cannot be used to offsct any dividend incone arising fromthe reccipt of a subscription right.
Ownership and Disposition of Conunon Shares

Taxation of Distributions on Common Shares.  Subject to the passive forcign investment company rules discussed below, the gross amount ofany actual or deemed

distiibution (including any Canadian taxes withheld therefrom) on Common Shares will be included in the gross income of a U.S. holder as a dividend to the extent such
distribution is paid out ofour cunent or accumulated camings and profits, as determined under United States federal income tax principles. A distribution in exeess of our



curent and nccurrulated camings and prafits wibl fint be teated as 8 1ax-lree relum of capital o the
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caent of sueh holder's adiusied tax basis it Conmon Shares and will be applicd agams and reduce such basis en 2 dollar-for-dollur basis, Thereafler. 1o the extent that sueh
distrbution exceeds sueh holdeds adjusfed tax hasss i Conenon Shares, the distnbutivn will be treated as o guir from the sale or exchange of such Conmion Shares.
Drvidends will not be eligible for the dividends yreecived deduction genenlly allowed to United States corporaticns m wespect of dividends weeowved fomother United Staies
COMORRIONS.

Dividends paid 10 a noa-corpurate U.S. holder gencrally will bz tascd at the preferentiai rales applicable to long-termeapital gaim, it such holder meets ceriam hokbng
period and other requirements, and provided thae we ane a "gualificd fareign comporation” (as defined m the Code) A qualified foregn corporution mehides a lorvign
curporation that is eligible forihe benehts of'a conprehensive meame tax treaty with the United States whnch the United States Treasury Deparmunt determines 1o be
sutisfactory for these pumposes and whieh includes an exchange of nformtion provision. The Unied States Treasury Department hos detesmined that the ewment meome
tax treary beiween the United States and Canada (the "Treany" ) mets these requirements. and we befieve we are eligible for the benefits af'the Treaty. However, a quahificd
forcign corporation ¢oes not nclude @ non-US, corpomation thut i 4 passive foreign uivesiment company for the tmable yeer in whicl a dividend w paid or that was a
passive foreign myestment conpay for the preceding tusable year, US, holders should consult the owa (ax ady Bors vegarding the apphication of the foregaing rules to
thelr particular crcurstanees.,

The amoum ot any dividend pard i Canadian dallars will equal the United States dollar value of the Canadian dollars received, ealeulated by relerence 1o the oxhange
rate in clfect on the date the dividend s received by the US. holder, regardless of whether the Canadian dollurs are converted mto United States dollus, 1Mthe Canadian
dallars received as a dividend ane convened mto Unaed States dollars on the diste they are recerved, e LS, halder generlly will not he required 1o recogaize fureign
curreney gam of kyss in respeet of the dwdend ineome, [Fthe Canadian dollars received as a dividend are not convened mto United States dolls an the date of receipt. o
U S, halder will have a basis i e Canadian dollass oqual to theie Umited States dollar value on the date of eeeeipt. Any gam or loss realiad on a subseguent eonvensfon or
other dispositon of the Canudian dollars will be treated as United States source ordmuary meame or kiss

ubjee! 1o @ nwrber

Any tax withheld under Canadran law with respeet o dwributions on Comemon Shares al a rate not excecdmp the mte provided m the Treary ma
of complex lnrmtations, be clamed as a foregn taxeredit agamst a LS, holder's US. federal income tas hability ormay be clamed s o deduction for US, federal income tax
pumposes, The lirmitation on foregn taxes eligible for cradit 1= caleulated separately wath respect 1o speaific classes ol meome. For this purposce. dwidends pad with respoct
w Common Shares will bie forcien source neome and geocmlly will constinite “passive category meame” ar, m the case of certam LS. holders, "genemlcategory meome™
The rules relating 1o Jnfred States foreign tax eredits are complexand the availability of a foreipn tax credit depends on numerous fetors. LS. holders should consult their
owr tax advsors conceming the application of the United Stales fireign s credil rules i fight of thelr particulur cicumsianies,

Tewwation of Disprosisions of Common Shares. Subjeot 1o the passive foreign investment conpany rules discussed below, wpon a <ale vrother taxable dsposiion of
Coavon Shares, # U.S. holder genermlly will recognee capital gamn o1 s for United States fedem) meone tax perposes equal to the dificrence, ifany, between the anount
reatizod and such holder's adjusted taxbasic m Conznon Shares, Mon-corporate L5, holders, including indwiduals, nmy be eligible tor proferentisl mtes of U federal
ineome tas m respect of capiral gam fromthe sale of Conroon Shaees huld for more than one year, The deduetibilty of capital lsses s subjeet to initatians. Any pain or
less recopnized by a LA, holder generally will be treated as gain or koss fromsousees wathm the Unoed States for United States fircign wseredi Bmitaton purposes. 1a
US holder receives any Canadian dolls on the sale or other asahle dispostian of Camman Sharens, such LS. Golder may recopnue ardmary meone or loss s 2
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xible divposition of Comnwoi Shares and e date 1he sale proceeds are convened into US. dollars

result wfcumency fluctranions berween the dite o the sale orathel

Pessive Foroign hvesrment Company' Cansiderarions,  Special, genvraliv adverse, Untted States lederabmeome tax ndes apply to United Siates persons who own
shares ol a passive foreign mvestment conpany (a "PRC). A nor-US comporation willbe classified as a PFIC o Linned Stes federal meor: tax pumoses foeany (axabhk
year m which, afier applymg rekevant look-through rules wath respeer to the incame und assets of subsidianes, cither dt least 758% ol s gross meom: is “passive meame,” of
o avernge at lenst S04 ofhe gross valie of its assets is attributable to assets that produce passive meome arane hield for the praduction of passive ncome. 1 we are
classified as a PFIC forany tasable year in which a US_ holder held Common Shares. we moy contimue 1o be elassidicd os o PEIC Tor any subsequent 1axsble year in which
sucit holderconunues te own Common Shares. even 1four income drassets would not cause us 4o bea PFIC in such subsequentiaable year

Ipect o
AU POSTTRIN

Based on oue strweturesand the composition ol ow meong sers, we do not eapect 1o be a PFIC far the tasble year ending Decereber 31, 2044, ang
ppentte n such 8 rmanner so as not to become a PRIC for socecedirg tamble vears, However. there ean be no assurmnce the TRS will nat suceessfudly challeng
or that we will not beeame a PFIC i 4 future taable vear, ss PFIC xiatus s retested cach year and depends an our assers and meome i such yeur 1M we ane classificd as a
PFIC at sny tme a LS. holder owns Conmaon Shares. such holder may be subpeet to an inereascd Linited States Saderal income tas hability and a special interest charge ni
rexpeet ol gain recognized on the sale or ather disposition of comman shares and wpon the receipt ol cenam "escess disinbutions” (as defined i the Cade), US. holders
should consul ther own tax advisors regardimg the Impheations of the PHFIC s regirre for the awnershp and dispastiion of Commion Shares.

hyornmution Reporting and Backup Withholding

Linder ¢conam circuimtaness, mfonanon reporting and/or backup wathholding mey apply 10 U.S, holders with respect 1o the distribution of the subscrption nghis, the
exrese of the subseripiion nghis, any distributions on Comenon Shares, and proceeds fromihe sale, cxhange oz redenption of Common Shares tiat are paid toa US,
fholder withm the Unted States (and i certam cases, outside the United States ), unless an appleable wemplion o satisfied, Backup withholding i not an additional wx
Any anvunts withheid under the backop wirhhalding rules gencrally will be allowed as a refund or a credd apam st & US. holder's US. (ederml mcome tax habifiry if the
required mforrmation s fumished by the LS. holder on a timely basis to the IRS, I backup withholdmg taxapplies 10 the dstrbotion of the subscnpoon rights o a U.S.
holder, the halders braker (or other applicable witbholng agent) will be requoired to remil any such backup withnolding 1ax n cash to the [RS, Dependmg on the
citeumstanees. the heoker (or other apphcable withholding agent) ray obtam the finds necessany 1o renmt any sueh backup withholding wx by asking the US. holder o
provide the linds, by using funds i the US holder's sceount with the broker or by selling {on the LLS. halder's behalf) all or o portion of the subsenption rights,

LS, individuals that own "specified foreien fnancil assens” with an ageregate fair market value dmg cither ULS.850,000 on 1he last day of the asable year or
SST5.000 a1 any time dunng the taxable year generally are required to Gle an information repon with respeet 1o such assers with el taa retums. Specified forcign financial
assais include not only linancial accounts maintmned w1 foreign financial msimutions, but alse, unless held m accoums muintaiied by a Nraneil s Hiution, any stock or
security issued by @ nom-U.S person, such as Scars ada. A US. holderthat pays more than L SSIULN0 1o scquie Conmon Shares by excresme subscrption nghts
generally will be required 1o file IRS Form Y26 1o repont sueh puyment. For the purpose of detenmining the total dollar value of Comman Shares so acquired. Common Shares
purchised by verain reated parties (incuding family members ) are taken into account. The failore 1o sats iy the firegome miomalon repotmy requirements could result m
substantisl penaltics wnd, m centuin cases, m the exension of the statie of
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limitations with respect to federalincome tax retums filed by a U.S. holder. U.S. holders should consult their tax advisors regarding the implications of the foregoing
requircments with regard to the receipt. sale, and exercise of the subscription rights and the ownership and disposition of Common Sharcs.

Tax Consequences to Non-U.S. Holders
Receipt of Subscription Rights

A Non-U.S. holder that reccives a subscription right in respect of a share of SHC Stock should generally have taxable dividend income equal to the fair market valuce (if
any) of such right on the date of its distribution from Scars Holdings to thc extent it is madc from Scars Holdings' current or accumulated camings and profits (as determined
under U.S. federal income tax principles). If such fair market value cxceeds Scars Holdings' current and accumulated camings and profits, such exeess gencrally should be
treated first as a tax-fiee return of capital to the extent of the Non-U.S. holder’s taxbasis in such sharc of SHC Stock, and then as capital gain.

A distribution of subscription rights treated as a dividend on SHC Stock that is reccived by or for the account of a Non-U.S. holder gencerally will be subject to U.S.
federal withholding taxat the rate of 30.0%. or at a lower rate if provided by an applicable tax treaty and the Non-U.S. holder provides the documentation (generally, IRS
Form W-8BEN or W-8BEN-E) required to claimbencfits under such tax treaty to the applicable withholding agent. If withholding tax applics to the distribution of the
subscription nights to a Non-U.S. holdcr, the Non-U.S. holder’s broker {or other applicable withholding agent) will be required to remit any such withholding tax in cash to
the IRS. Depending on the circumstances, the broker (or other applicable withholding agent) nay obtain the funds nceessary to remit any such withholding tax by asking the
Non-U.S. holder to provide the funds. by using funds in the Non-U.S. holder's account with the broker or by selling (on the Non-U.S. holder’s behalf) all or a portion of the
subscription nghts.

If. however, a dividend is effectively conneeted with the conduct ofa trade orbusiness in the United Statcs by a Non-U.S. holder. such dividend generally will not be
subject to U.S. federal withholding taxif such Non-U.S. holder provides the appropriatc documentation (generally, IRS Fonm W-8ECI) to the applicabic withholding agent.
Instcad, such Non-U.S. holder gencrally will be subject to U.S. federal income tax on such dividend in substantially the same manncr as a U.S. holder (except as provided by
an applicahlc tax treaty). In addition. a Non-U.S. holder that is a corporation may be subject to a branch profits taxat the rate 0f30.0% (or a lower rate if provided by an
applicablc tax trcaty) on its cffectively connected income for the taxable year. subject to certain adjustments.

Sale of Subscription Rights
A Non-U.S. holder generally should not be subject to U.S. federal income tax on any gain realized on the sale of the subscription rights unless:
() such gain is cffectively connected with the conduct of a trade or husiness in the United States by such Non-U.S. holder. in which event such Non-U.S. holder
generally will be subject to U.S. federal income tax on such gain in substantially the same manner as a U.S. holder {(exeept as provided by an applicable tax

treaty) and, i’ it is a corporation, may also be subject to a branch profits tax at the rate of 30.0% (or a lower rate if provided by an applicahle tax treaty); or

(i) such Non-U.S. holder is an individual who is present in the United States for 183 days or more in the taxable year of such sale and certain other conditions are
et (except as provided by an applicable treaty).
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Exercise of Subscription Rights

A Non-U.S. holder should not recognize any gain or loss upon the exercise of'a subscription right. A Non-U.S. holder's initial tax basis for U.S. federal income tax
purposcs in cach Conmmon Sharc acquired upon excreise of a subscription right should cqual the sumof (1) the Non-U.S. holder's adjusted taxbasis in such right and (2} the

subscription price paid for such sharc. A Non-U.S. holder's adjusted tax basis for U.S. federal income tax purposes in a subscription right should cqual its fair market value (if

any) on the datc of its distribution.
Expiration of Subscription Rights

Ifa subscription right expires without being excreised by a Non-U.S. holder. such Non-U.S. holder should generally realize a capital loss cqual to such Non-U.S. holders
adjusted tax basis in such right. A Non-U.S. holder generally cannot deduct capital losses.

Ownership and Disposition of Common Shares

A Non-U.S. holder gencrally should not be subject to U.S. federal income tax upon any actual or deemed distribution made on Conwmon Shares or upon any gain realized
on the sale or other disposition of Cormmon Shares., unless (i) such distribution or gain is cffectively connected with the conduct of a trade or business in the United States
by such Non-US. holder or (ii) such Non-U.S. holder is an individual who is present in the United States for 183 days or more and certain other conditions are met, as
deseribed above under the heading "Tax Conscquences to Non-U.S. Holders~Sale of Subs cription Rights.”

Information Reporting and Backup Withholding

Under certain circumstances, information reporting and/or backup withholding may apply to a Non-U.S. holder with respect to the distribution of the subscription
rights. unless such Non-U.S. holder certifics under penaltics of perjury that it is not a United States person (gencerally by providing an IRS Form W-8BEN or W-8BEN-F) or
otherwisc cstablishes an exenption. Any amaunts withheld under the backup withholding rules generally will be allowed as a refund ora credit against a Non-U.S. halder's
U.S. federal income tax liability ifthe required infonmation is fumished by the Non-U.S. holder on a timely basis to the IRS. If backup withholding tax applics to the
distribution of the subscription to a Non-U.S. holder, the holder’s broker (or other applicable withholding agent) will be required to remit any such backup withholding taxin
cash to the IRS, Depending an the circumstances, the broker (or other applicable withholding agent) may obtain the funds necessary to remit any such backup withholding
tax by asking thc Non-U.S. holder to provide the funds. by using funds in the U.S. holder’s account with the broker or by sclling (on the Non-U.S. holder’s behalfy alt or a
portion of the subscription rights.
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LEGAL MATTERS

Centain Canadian legal matters in connection with the Rights Offering will be passed upan on behalf of Scars Canada by Torys LLP and on behalf of Scars Holdings by
Osler, Hoskin & Harcourt LLP and certain legal matters relating to United States faws will be passed upon on behalf of Scars Canada by Torys LLP, New York. New York and
on behalf of Scars Holdings by Wachtcll, Lipton. Rosen and Katz LLP. As at the date hereof, the partners and associates of Torys LLP. as a group. beneficially own, dircetly
or indircetly, Iess than 1.0% of the outslanding sceuritics of Scars Canada. and the partners and associates of Osler, Hoskin & Harcourt LLP and Wachtell, Lipton. Roscn
and Katz LLP. as a group. benceficially own. directly or indircctly. less than 1.0% of the outstanding sceunitics of Scars Holdings.
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AUDITORS, SUBSCRIPTION AGENT AND TRANSFER AGENT AND REGISTRAR

The auditors of Scars Canada arc Deloitte LLP, Chartered Profcssional Accountants, Chartered Accountants, Licensed Public Accountants located in Toronto, Ontario.
Dcloitte LLP is independent of the Corporation within the meaning ofthe Rules of Professional Conduct ofthe Chantered Professional Accountants of Ontario and the
applicable rules and standards ofthe Public Company Accounting Oversight Board (United States) and the sccuritics laws and regulations administered by the SEC.

The subscription agent for the subscription rights is Computershare, Inc. at its principal office in Canton, Massachusctts. The Canadian trans for agent and registrar for
the Common Sharcs is CST Trust Company at its principal office in Toronto, Ontario. The U.S. transfer agent for the Common Sharcs is American Stock Trans fer & Trust
Company LLC at its principal office in New York, New York.

PURCHASERS' STATUTORY RIGHTS

Sccuritics legis lation in certain of the provinees and territorics o f Canada provides purchascrs with the right to withdraw froman agreement to purchasc sceuritics. This
right may be cxereised within two business days after receipt ordeemed reecipt of a prospectus and any amendment. In scveral of the provinees and territorics, securitics
legislation further provides a purchaser with remedics 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 such remedics for rescission. revisions of the price or damages arc exercised by the
purchascr within the time limit preseribed by the sccuritics legislation ofthe purchaser's provinee or territory, The purchaser should refer to any applicabic provisions ofthe
sceuritics legislation of the purchaser’s provinee or temitory for the particulars of these rights or consult with a legal advisor.

DOCUMENTS FILED AS PART OF THE REGISTRATION STATEMENT
The following documents have been or will be filed with the SEC as part of the Registration Statement of which this prospectus forrs a part insofar as required by the

SECs FormF-t0: the documents referred to under the heading "Documents Incorporated by Referencee’: consent of Deloitte LLP: consent of Torys LLP; and powers of
attomey fromdircctors and ofticers ofthe Corporation.

PARTH

INFORMATION NOT REQUIRED TO BE DELIVERED TO
OFFEREES OR PURCHASERS

Indemnification of Directors or Officers.

Under the Canada Business Corporations Act (the "CBCA"). a corporation may indenmify a present or former director or officer of such corporation or another
individual who acts or acted at the corporation's request as a dircetor or officer. or an individual acting in a similar capacity. of another entity against all costs. charges and
cxpenses. including an amount paid to sctile an action or satisfy a judgment. reasonably incurred by the individualin respect ofany civil. criminal. administrative.
investigative or other proceeding in which the individual is involved because of that association with the corporation or other entity. and the corporation may advance
moncys to the individual for the costs, charges and expenscs of any such proceeding. The corporation may not indenmify the individual. and any advance must be repaid
by the individual. unless the individual acted honestly and in good faith with a view to the best interests of the corporation. or, as the casc may be, 1o the best interests of

the other entity for which the individualacted as dircctor or officer or in a similar capacity at the corporation’s request and in the casc of a criminal or administrative action or

procceding that is enforced by a monctary penalty the individual had reasonable grounds for belicving that the individual's conduct was lawful. Such indemmification and
advances may be made in connection with a derivative action only with court approval. Such individual is entitled to indenmification or advances fromthe corporation as a
matter of right in respecet of all costs. charges and expenscs reasonably incurred by himin conncction with the defence ofa civil, criminal. administrative. investigative or
other proceeding to which he is subject by reason ofbeing orhaving been a dircctor or officer of the corporation or other entity as described abovc if the individual was not
judged by the court or other competent authority to have committed any fault or omitted to do anything that the individual ought to have done and ifthe individual fulfils
the conditions sct forth above.

The Registrant maintains dircctors' and officers’ liability insurance which insures the directors and officers ofthe Registrant against certain losscs resulting fromany
wrongful act committed in their official capacitics for which they become obligated 1o pay to the extent penmitted by applicable law.

Insofaras indermification for liabilitics arising under the Sccuritics Act may be permitted to directors. officers or persons controlling the Registrant pursuant to the
foregoing provisions. the Registrant has been informed that, in the opinion of the U.S. Sccuritics and Exchange Commission. such indenmification is against public policy as
expressed in the Securitics Act and is therefore unenforccable.

The exhibits listed in the exhibits index, appearing clsewhere in this registration statement, have been filed as part ofthis registration statement,

1I-1

EXHIBITS

Exhibit Description
4.1 Annual Information Form for the 52-weck period ended February 1, 2014 (incorporated by referenee to the Registrant's Annual
Report on Form4(-F for the 52-wecek period ended February 1, 2014 filed with the Sceuritics and Exchange Cormmission on
March 14. 2014)(Filc No. 000-54726)

4.2 Management's Discussion and Analysis for the 52-weck period ended February 1, 2014 (incorporated by reference to the
Registrant's Form 40-F for the 52-weck period ended February 1. 2014 filed with the Sccurities and Exchange Conmmission on
March 14, 2014) (Filc No. 000-54726)

4.3  Consolidated Financial Statements and the notes related thercto for the 52-weck period ended February 1, 2014 (incorporated by
reference to the Registrant's Form40-F for the S2-week period ended February 1, 2014 filed with the Sceuritics and Fxchange
Commission on March 14. 2014)(Filc No. 000-54726)

4.4 Management Proxy Circular dated March 13, 2014 relating to the Registrant's annual and special mecting of sharcholders held
on April 24, 2014 (incorporated by reference to the Registrant's Form 6-K fumished to the Sceuritics and Exchange Commission

on March 14. 2014) (File No. 000-54726)

4.5 Management's Discussion and Analysis as at September 2, 2014 (incorporated by reference to the Registrant's Form 6-K
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fumished to the Sceuntics and Exchange Commission on September 3. 2014) (File No. 000-54726)

4.6 Unaudited Condenscd Consolidated Financial Statements for the 13-week period August 2, 2014 (incotporated by reference to
the Registrant's Form 6-K fumished to the Securitics and Exchange Conmission on September 3, 2014) (File No. 000-54726)

4.7 Maicrial Change report of Scars Canada dated October 6, 2014 related to the Offering (incorporated by reference to Exhibit 99.1
to the Registrant's Report on Form 6-K fumished to the Sceuritics and Exchange Commission on October 7., 2014)(File No. 000-
54726)

5.t Conscnt of Deloitte LLP

52 Conscent of Torys LLP*

6.1 Powcrs ofattormcy*

* Previously filed as an exhibit to this registration statement.

PART IIt
UNDERTAKING AND CONSENT TO SERVICE OF PROCESS
Item 1. Undertaking

The Registrant undertakes to make available. in person or by telephonc. representatives to respond to inquirics made by the Commission staff. and to fumnish pronptly,
when requested to do so by the Conmiission staft, information relating to the sccurities registered pursuant to this FormF-10 or to transactions in said sccuritics.

Item 2. Comsent to Service of Process

Concurrently with the filing of the initial Registration Statement, the Registrant filed with the Commission a written inevocable consent and power of attorney on
FormF-X. Any change to the name or address of the agent for service of the Registrant will be communicated promptly to the Commission by amendment to FormF-X
referencing the file number ofthis Registration Statement.

-1

SIGNATURES

Pursuant to the requirements of the Sceurities Act, the Registrant certifics that it has reasonable grounds to believe that it meets all of the requirements for filing on
FormF-10 and has duly caused this Amendment No. 1 to the Registration Statement to be signed on its behalf by the undersigned. thereunto duly authorized. in the City of

Toronto, Province of Ontario, Canada. on the 15t day of October, 2014.

SEARS CANADA INC.

By: /s/ RONALD D. BOIRE

Nane: Ronald D. Boirc
Title: Acting President and Chief Executive Officer

POWERS OF ATTORNEY

Each person whose signature appears below constitutes and appoints E.J. Bird and Franco Perugini, orany of them, as his or her truc and lawful attomey-in-fact and
agent. with full power of substitution and resubstitution, for himor herand in his or her name. place and stead. in any and all capacitics. to sign any and all amendnments
(including post-cffeetive amendments) to this Registration Statement. and to file the same. with all exhibits thereto. and other documents in connection therewith with the
Commission. granting unto said attomeys-in-fact and agents. and cach of them. full power and authority to do and performeach and every act and thing requisitc and
necessary to be done. as fully 10 altintents and purposcs as he or she might orcould do in person, hereby ratifying and confirming all that said attomeys-in-fact and agents
orany of them. ortheir or his or her substitute or substitutes. may lawfully do or cause to be done by virtuc hereof.

Pursuant to the requirements of the Sceurities Act. this Amendment No. | to the Registration Statement has been signed by the following persons in the capacities

indicated and on the 15tP day of October. 2014

Signature Title
/s/ RONALD D. BOIRE Acting President and Chicf Exceutive Officer. and Direetor

(principal exceutive officer)
Ronald D. Boirc

/s/ EJ. BIRD Exccutive Vice-President and Chicef Financial Officer (principal financial officer and
£l Bird principal accounting officer)
*
William C. Crowley Chaimman of the Board of Directors
*

Timothy Flemming Dircctor
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Signature Title

William R. Harker Dircetor

Klaudio Leshnjani Dircctor

*

R. Raja Khanna Dircctor

*

James McBumey Dircetor

*

Deborah E. Rosati Dircctor

Danita Stevenson Dircctor

*By:

S. Iefficy Stollenwerck Dircctor

/s/ E.J. BIRD

EJ. Bird
Attomey-in-Fact

MI-3

Pursuant to the requirements of the Securitics Act of 1933. this Amendment No. 1 to the Registration Statement on Form F-10 has been signed below by the

AUTHORIZED REPRESENTATIVE

undersigned, solely in its capacity as Scars Canada Inc.'s duly authorized representative in the United States, on this 1sth day of October. 2014.

TORYS LLP

By: /s/ MILET.KURTA

Name:  Mile T. Kurta
Title: Partner

14
EXHIBIT INDEX
Exhibit Description

4.1 Annual Infonmation Form for the 52-weck period ended February 1|, 2014 (incorporated by reference to the Registrant's Annual
Report on Farm 40-F for the 52-week period ended February 1. 2014 filed with the Sceuritics and Exchange Commission on
March 14. 2014)(Filc No. 000-54726)

4.2 Management's Discussion and Analysis for the 52-weck period ended February 1. 2014 (incorporated by reference to the
Registrant's Form40-F for the 52-weck period ended February 1. 2014 filed with the Sceuritics and Exchange Commission on
March 14, 2014) (File No. 000-54726)

4.3 Consolidated Financial Statements and the notes related thereto for the 52-week period ended February 1. 2014 (incorporated by
reference to the Registrant's Fonm40-F for the 52-weck period ended February 1. 2014 filed with the Sceuritics and Exchange
Commission on March 14. 2014)(Filc No. 000-54726)

44 Management Proxy Circular dated March 13, 2014 relating to the Registrant's annual and special mecting of sharcholders held
on April 24, 2014 (incomporated by reference to the Registrant's Form 6-K fumnished to the Sceuritics and Exchange Conmission
on March 14, 2014) (File No. 000-54726)

4.5 Management's Discussion and Analysis as at September 2. 2014 (incorporated by reference to the Registrant’s Form 6-K
fumished to the Securitics and Exchange Commission on September 3, 2014) (File No. 000-54726)

4.6 Unaudited Condensed Consolidated Financial Statements for the 13-week period August 2. 2014 (incorporated by reference to
the Registrant's Form 6-K fumished to the Sceuritics and Exchange Commission on September 3. 2014} (File No. 000-54726)

4.7 Material Change report of Scars Canada dated October 6. 2014 related to the Offering (incorporated by reference to Exhibit 99.1

to the Registrant's Report on Form 6-K fumished to the Sceurities and Exchange Conmmission on October 7, 2014)(File No. 000-
54726)
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5.1 Consent of Deloitte LLP

52 Consent of Torys LLP*

6.1 Powers ofattomey*

Previously filed as an exhibit to this registration statement.
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' This is Exhibit “C” referred to in the Affidavit of |
\/‘}/il_!iam Rioharc} Harker, sworn before me at '
|\t ieedf L New Jersey, United States
- of America, on August 10, 2018,

(A Notary Public in and for the State of New Jersey)
i

JEREMY FORTUNATO
NOTARY PUBLIC OF NEW JERSE,Y
My Commission Expires 4/27/2022
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Strictly Confidential

October 1, 2014

Sears Holdings Corporation
3333 Beverly Road
Hoffman Estates, Illinois
60179

RE: Potential Rights Offering

Sears Holdings Corporation (“SHC™) is considering a potential offering to its existing
shareholders of rights to acquire common shares of Sears Canada Inc. (“Sears Canada™) (the
“Offering”). This letter agreement sets forth the terms and conditions on which Sears Canada
will cooperate with SHC to facilitate the Offering.

Registration of Sears Sears Canada will use commercially reasonable efforts to prepare
Canada Shares: and file a preliminary short form prospectus in Canada and a
registration statement in the U.S. to qualify for distribution the Sears
Canada common shares underlying the rights as soon as practicable
and, in any event, subject to the approval of the board of Sears
Canada.

Expenses: SHC shall reimburse Sears Canada for all reasonable and
documented expenses incurred or paid by Sears Canada in
connection with the Offering, including reasonable and documented:

. expenses payable in connection with the qualification for
distribution of the Sears Canada common shares;

. expenses payable in connection with the qualification of the
Sears Canada common shares for offering and sale under
state securities laws;

° fees, disbursements and expenses of auditors, financial
advisors, counsel to Sears Canada, counsel to the
independent directors of Sears Canada and local counsel;

. costs incurred in connection with the preparation, filing,
printing and translation of the prospectus and the registration
Statement;

J Canadian and U.S. securities regulatory registration and
filing fees;

. fees relating to listing, registration and filing with the TSX

and the NASDAQ Global Select Market (including listing
the Sears Canada common shares on the NASDAQ Global

00793-2100 18154707.8
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Select Market, including as any fees relating to DTC
participation), plus reimbursement of the NASDAQ Global
Select Market annual listing fees and associated costs of
legal and compliance for the first 12 months following
closing of the Offering;

o fees and expenses of the registrar and transfer agent, and any
share certification costs;

o costs incurred in connection with obtaining any required
regulatory approvals, including, as necessary, under the
Competition Act, Investment Canada Act and the Canada
Transportation Act;

. any advertising, printing, marketing, travel, roadshow,
courier, telecommunications and data searches; and

. in each case, together with all taxes applicable to the
foregoing.

Key Intercompany
Arrangements:

SHC will use commercially reasonable efforts to assist Sears Canada
in its negotiations with third parties to preserve the benefits that
Sears Canada currently enjoys under the following agreements:

) Master Paper Supply Agreement, dated as of November 13,
2012, by and between NewPage Corporation and Sears
Holdings Publishing Company, LLC;

. Master Software and Services Agreement, dated as of
December 23, 2005, between Sears Holdings Management
Corporation and Oracle America, Inc., Sear, Roebuck and
Co. and Kmart Management Corp.;

. Master Paper Supply Agreement, dated as of January 7,
2012, by and between Resolute FP US Inc. and Sears
Holdings Publishing Company, LLC , together with
agreements with UPM-Kymmene Inc., Resolute FP US Inc.,
Port Hawksbury and Verso Paper Corp.;

) Master Services Agreement, Amended and Restated, dated
as of May 1, 2012, by and between Sears Logistics Services,
Inc. and UPS Supply Chain Solutions, Inc.; and

o Agreement for American Express Card Acceptance, dated as
of May 1, 2013, by and between Amex Bank of Canada and
Sears Holdings Management Corporation, for the benefit of

00793-2100 18154707.8
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Sears Canada.

SHC and Sears Canada will amend the following agreements on the
terms described below:

. Merchandising Agreement, dated as of January 26, 1987, by
and between Sears, Roebuck and Co. and Sears Canada (also
referred to by the parties as the Trademark License
Agreement) will be amended to modify the ownership
trigger for termination of the agreement to 10% of the voting
shares of Sears Canada (from 25%) and to extend the tail to
5 years (from 3 years); and

. Information Technology Agreement, dated as of January 1,
1995, by and between Sears Canada and Sears, Roebuck and
Co. will be amended to continue under the current terms for
current services for a period of 3 years following the closing
of the Offering.

Indemnification:

Sears Canada will agree to indemnify and hold harmless each of
SHC, its subsidiaries (other than Sears Canada and its subsidiaries),
their respective directors, officers, employees and representatives
from and against all liabilities, claims, damages and costs (including
settlement costs and reasonable fees of counsel) arising out of or
based upon:

. any untrue statement or alleged untrue statement of a
material fact contained in the prospectus or the registration
statement, or the omission or alleged omission to state
therein a material fact required to be stated therein or
necessary to make the statements therein not misleading in
light of the circumstances in which they were made;

. any misrepresentation or alleged misrepresentation contained
in the prospectus or the registration statement;

. non-compliance or alleged non-compliance by Sears Canada
with securities laws in connection with the Offering; and

. any breach by Sears Canada of this letter agreement,

except to the extent that any such liability, claim, damage or cost
arises out of or is based upon any such untrue statement or alleged
untrue statement or omission or alleged omission contained therein
in reliance upon any information specifically provided by SHC in
writing for inclusion in such material (including the information

00793-2100 18154707.8
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about SHC and the Offering) (the “SHC Information™).

SHC will agree to indemnify and hold harmless each of Sears
Canada, its subsidiaries and their respective directors, officers,
employees and representatives from and against all liabilities,
claims, damages and costs (including settlement costs and
reasonable fees of counsel) arising out of or based upon:

. any untrue statement or alleged untrue statement of a
material fact contained in the prospectus or the registration
statement in reliance upon the SHC Information, or the
omission or alleged omission to state therein a material fact
required to be stated therein or necessary to make the
statements therein not misleading in light of the
circumstances in which they were made;

. any misrepresentation or alleged misrepresentation contained
in the prospectus or the registration statement in reliance
upon the SHC Information;

. non-compliance or alleged non-compliance by SHC with
securities laws in connection with the Offering;

. all actions taken in connection with the Offering or at the
request of SHC, provided such actions are taken in good

faith and without negligence or willful misconduct; and

. any breach by SHC of this letter agreement.

Release:

SHC and ESL Investments, Inc., together with any other party that is
related to ESL Investments, Inc. or Edward S. Lampert (collectively,
“ESL”), that exercises rights under the Offering, will agree to
release Sears Canada’s directors, officers, employees and
representatives from any claim ESL may have arising out of or, in
connection with, the transactions contemplated by this letter
agreement.

D&O Insurance:

For a period of 6 years following the closing of the Offering, SHC
will continuously maintain directors’ and officers” liability and
fiduciary liability coverage for current and former directors and
officers of Sears Canada for acts and omissions in their capacity as
such occurring at or prior to the closing of the Offering with
insurer(s) that have at the time such coverage is written the same or
higher A.M. Best rating as the current primary insurer on terms no
less favourable to such directors and officers in any material respect
than those of the insurance policies providing such coverage in
effect on the date hereof; provided that this requirement shall be

00793-2100 18154707.8
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deemed to be satisfied if SHC elects to obtain prepaid policies (i.e.,
“tail coverage”) which in the aggregate provide such directors and
officers with the coverage described herein for an aggregate period
of 6 years following closing of the Offering with respect to claims
arising from acts or omissions that occurred at or before the closing.

Cooperation
Agreement:

The cooperation agreement, dated as of May 23, 2014, by and
between SHC and Sears Canada remains in full force and effect,
unamended.

Governing Law:

This letter agreement will be governed by the laws of the Province
of Ontario and the federal laws of Canada applicable therein. Each
of SHC and Sears Canada submits to the exclusive jurisdiction of
any Ontario courts sitting in Toronto in any action, application,
reference or other proceeding arising out of or related to this letter
agreement and agrees that all claims in respect of any such action,
application, reference or other proceeding shall be heard and
determined in such Ontario courts.

General:

No assignment of this letter agreement or any rights or obligations
hereunder is binding unless agreed to by SHC and Sears Canada.
This letter agreement enures to the benefit of and is binding upon
the parties and their successors and permitted assigns.

No amendment, supplement, modification or waiver or termination
of this letter agreement and, unless otherwise specified, no consent
or approval by any party is binding unless made in writing by both
SHC and Sears Canada.

00793-2100 18154707.8
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This letter agreement may be executed in counterparts and delivered by means of facsimile or
portable document format (PDF), each of which when so executed and delivered shall be an
original, but all such counterparts together shall constitute one and the same agreement.

Yours very truly,

Ne{mef./f/'
Titles

Accepted and agreed to as of the date first written above.

SEARS HOLDINGS CORPORATION

By:

Name:
Title:

94
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This letter agreement may be executed in counterparts and delivered by means of facsimile or
portable document format (PDF), each of which when so executed and delivered shall be an
original, but all such counterparts together shall constitute one and the same agreement.

Yours very truly,

SEARS CANADA INC.

By:

Name:
Title:

Accepted and agreed to as of the date first written above.

SEARS HOLDINGS CORPORATION

Name: Rolser A, Snnieshwe m
Title: ENP & CFO

00793-2100 18154707.5



This is Exhibit “D” referred to in the Affidavit of i
\/\/mlarn R‘cmard Harker, sworn before me at
1 an Jerue, United States

JEREMY FORTUNATO
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/2027
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Policy Number: ELU149912-17 XL Specialty Insurance Company
Renewal of Number: ELU144231-16

Members of the XL America Companies

CORNERSTONE A-SIDE MANAGEMENT EXGCUﬂV_e Offices
70 Seaview Avenue

LIABILITY INSURANCE POLICY
; Stamford, CT 06902-6040
DECLARATIONS Telephone 877-953-2636

THIS IS A CLAIMS MADE POLICY. EXCEPT AS OTHERWISE PROVIDED HEREIN, THIS POLICY ONLY APPLIES TO
CLAIMS FIRST MADE DURING THE POLICY PERIOD. THE LIMIT OF LIABILITY AVAILABLE TO PAY DAMAGES OR
SETTLEMENTS SHALL BE REDUCED AND MAY BE EXHAUSTED BY THE PAYMENT OF DEFENSE EXPENSES.
THIS POLICY DOES NOT PROVIDE FOR ANY DUTY BY THE INSURER TO DEFEND ANY INSURED. PLEASE READ

AND REVIEW THE POLICY CAREFULLY.

ltem 1. Name and Mailing Address of Parent Corporation:

Sears Holdings Corporation
3333 Beverly Road
Hoffman Estates. IL 60179

ltem 2, Policy Period: From: May 15, 2017 To: May 15,2018

At 12:01 AM. Standard Time at your Mailing Address Shown Above

ltem 5. Notices required to be given to the Insurer must be addressed to:

XL Professional Insurance

100 Constitution Plaza, 17 Floor
Hartford, CT 05103

Toll Free Telephone: 877-953-2636

Item 7. Policy Forms and Endorsements Attached at Issuance:
CS 71000906 Manuscript 177997 08 15 XL 80240303 CS572040508 CL 80341202
CL80920305 CLBOB41104 CS83011106 CL8018906807 XL80380205
Manuscript 1937505 16 XL 8058 0308 XL 80600208 Manuscript 9458 0509 Manuscript 4088 C1 08
Manuscript 13794 0512 CL 806806804 CS80950809 CL 802240408 CL801760307
C58011102 10 CL8027 1002 Manuscript 155610513 CL 83960108 CS 8037 1007
Manuscript 18376 0516 CS 807709308 CL3806304 04 Manuscript 16623 05 14
Manuscript 13806 0512 CL 80 208 1107 CL 8022504 08 Manuscript 15562 0513 CL 83 7501 07
CS 83021206 CS8C 1950913 Manuscript 16682 05 14 Manuscript 16690 05 14 C& 8063 05 08
CS 80127 12 10 Manuscript 16563 04 14 CS 8023606 15 C583 170108 CS 8013305 11

CS700001086 Page 1 of 2
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CORNERSTONE A-SIDE MANAGEMENT LIABILITY POLICY

Countersigned: By:

Date Authorized Representative

THESE DECLARATIONS AND THE POLICY, WITH THE ENDORSEMENTS, ATTACHMENTS, AND THE APPLICATION SHALL
CONSTITUTE THE ENTIRE AGREEMENT BETWEEN THE INSURER AND THE INSURED RELATING TO THIS INSURANCE.

In Witness Whereof, the Insurer has caused this Policy to be executed by its authorized officers, but
this Policy will not be valid unless countersigned on the Declarations page, if required by law, by a duly
authorized representative of the Insurer.

Y
}

4 // // ) | /Zin,
R (S /e JMQ % 4 S ’

A ‘ (

John R. Glancy Kerneth P. Meagher
President Secretary

XL Specialty Insurance Company

CS 70000106 Page 2 of 2
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IN WITNESS

XL SPECIALTY INSURANCE COMPANY

REGULATORY OFFICE
508 EAGLEVIEW BOULEVARD, SUITE 100
DEPARTMENT: REGULATORY
EXTON, PA 19341-1120
PHONE: 800-688-1840

It is hereby agreed and understood that the following In Witness Clause supercedes any and all other in
Witness clauses in this policy.

All other provisions remain unchanged.

IN WITNESS WHEREOF, the Insurer has caused this policy to be executed and attested. and, if required
by state law. this policy shali not be valid unless countersigned by a duly authorized representative of the
Insurer.

{ ) s - ' ‘
el T Towt Onn, Frtoms
/.
Joseph Tocco Toni Ann Perkins
President Secretary

LAD 400 0915 XIS
© 2015 X L. America, Inc. All Rights Reserved. May not be copied without permission
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ILLINOIS

This notice is to advise you if you are having problems with your insurance company or agent, do not hesitate to
contact the insurance company or agent to resolve your problem.

FOR INFORMATION, OR TO MAKE A COMPLAINT, CALL:

1-800-622-7311
XL CATLIN
SEAVIEW HOUSE
70 SEAVIEW AVENUE
STAMFORD, CT 06902-6040

You may also contact the Public Service Division of the Department of Insurance at the following address:
Illinois Department of insurance
Consumer Division or Public Services Section
320 W. Washington Street
Springfield, IL 62767
Toll-free: 1-866-445-5364
TDD 217/524-4872 / Fax: 217/558-2083

http://mc.insurance.llinois govimessagecenter.nsf

PNIL 021015 © 2015 X.L. America, Inc. All Rights Reserved. Page 1 of 1
May not be copied without permission.
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CS 809850909

Endorsement No.: 17 Effective: May 15, 2017
Named Insured: Sears Holdings Corporation 12:01 A.M. Standard Time
Policy No.: ELU149912-17 Insurer: XL Specialty Insurance Company

EMAIL NOTICES ENDORSEMENT

In consideration of the premium charged. the last sentence of Section IV Condition (D) of the Palicy is amended to
read in its entirety as foliows:

“All notices under CONDITIONS (D)(1) and (2) must be sent by

{a) certified mail or the equivalent to the address set forth in [TEM 5 of the Declarations: Attention
Claim Department; or

(b) electronic mail (email) to- proclatmnew notices-xleatlineom.”

All other terms, conditions and limitations of this Policy shall remair unchanged.

CS 80950909 (12/10 ed.) Page 1 of 1
© 2009 X.L. America, Inc. All Righis Reserved. May not be copied without permission.



102

5801950913

Endorsement No.: 35 Effective: May 15, 2017
Named Insured: Sears Holdings Corporation 12:01 A.M. Standard Time
Policy No.: ELU149912-17 Insurer: XL Specialty insurance Company

AMEND NOTICE OF CLAIM ENDORSEMENT

In consideration of the premium charged, Section 1V Conditions (D)(1) of the Policy is amended to read in its
entirety as follows.

() As a condition precedent to any right to payment under this Policy with respect to any Claim, the Insured
Persons or the Company shall give written notice to the tnsurer of any Claim as soon as practicable after
it is first made and the Risk Manager or General Counsel of the Parent Company first becomes aware of
such Claim.”

All other terms, conditions and limitaticns of this Policy shall remain unchanged.

CS5 801950913 Page 1 of 1
© 2013 X L. America, Inc. Alf Rights Reserved. May not be copfed without permission
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CS 80236 06 15

Endorsement No.: 41 Effective: May 15, 2017

Named Insured: Sears Holdings Corporation 12:01 A.M. Standard Time
Policy No.: ELU149912-17 Insurer: XL Specialty Insurance Company

AMEND DEFINITION OF SUBSIDIARY ENDORSEMENT

In consideration of the premium charged, the term Subsidiary, as defined in Section Il Definitions (P) of the Policy,
1s amended to include any organization during any time in which the Parent Company possesses, directly or
indirectly through one or more Subsidiary(s), the power to control. manage or direct by reason of the Parent
Company's rights and obligations pursuant to any contract relations to such organization.

All other terms. conditions and limitations of this Policy shall remain unchanged.

5 Page 1 of 1

CS 80236061
© 2015 X L. America, Inc. All Rights Reserved. May not be copied without permission.



CORNERSTONE A-SIDE MANAGEMENT LIABILITY
INSURANCE COVERAGE FORM

THIS 1S A CLAIMS MADE POLICY WITH DEFENSE EXPENSES INCLUDED IN THE LIMIT OF LIABILITY.
PLEASE READ AND REVIEW THE POLICY CAREFULLY.

In consideration of the payment of the premium, and in reliance on all statements made and information
furnished to Executive Liability Underwriters, the Underwriting Manager for the Insurer identified on the
Declarations Page (hereinafter, the “Insurer”) including the Application and subject to all of the terms,
conditions and limitations of all the provisions of this Policy, the Insurer, the Insured Persons and the
Company agree as follows:

{A)

F)

INSURING AGREEMENT

The Insurer will pay on behalf of the Insured Persons Loss resulting from a Claim first made against the
Insured Persons duning the Policy Period or, if applicable, the Optional Extension Period, for a Wrongful
Act. except to the extent that such Loss is paid by any other Insurance Program or as indemnification or
advancement from any source. In the event that Loss is not paid by such other insurance or as
indemnification or advancement, this Policy will respond on behalf of the Insured Persons as if it were
primary. subject to all of its terms. conditions (including, but not imited to, CONDITION (B)) and limitations and
without prejudice to the Insurer's excess position.

DEFINITIONS

*Application” means:
(M the Application attached to and forming part of this Policy: and

(2) any materials submitted therewith, which shall be retained on file by the Insurer and shall be deemed
to be physically attached to this Policy.

"Change In Control” means:

(1) the merger or acquisition of the Parent Company, or of all or substantially all of its assets, by another
entity such that the Parent Company is not the surviving entity;

(2) the acquisition by any person. entity, or affiliated group or persons or entities of the right to vote for,
select. or appoint more than fifty percent (50%) of the directors of the Parent Company: or

(3) the court appointment of any person or entity with authority comparable to that of the insured
Persons, as defined in DEFINITION (1)(1). to lquidate or reorganize the Parent Company.

"Claim” means:
N a written demand for monetary or non-monetary relief;

(2) any civil or criminal judicial proceeding in a court of law or equity, arbitration or other alternative
dispute resolution; or

(3) a formal civil. criminal, administrative, or regulatory proceeding or formatl investigation.

"Company” nreans the Parent Company and any Subsidiary created or acquired on or before the Inception
Date set forth in ITEM 2 of the Declarations or during the Policy Period, subject to CONDITION (C).

“Defense Expenses’ means reasonable legal fees and expenses incurred in the defense or investigation of
any Claim Defense Expenses will not include the Company’s overhead expenses or any salaries, wages,
fees, or benefits of its directors. officers, or employees.

"Employment Practices Claim” means a Claim alleging an Employment Practices Wrongful Act.

(F
CS71000906 Page 1 of 8
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(G)

()

"Employment Practices Wrongful Act” means any actual or alleged:

(1) wrongful termination of employment whether actual or constructive;

(2) employment discrimination of any kind;

(3) sexual or other harassment in the workplace; or

(4) wrongful deprivation of career opportunity, employment-related misrepresentation, retaliatory

treatment against an employee of the Company. failure to promote, demotion, wrongful discipline or
evaluation, or refusal to hire.

‘Insurance Program’” means

M any existing Management Liability insurance, Directors” and Officers’ Liability insurance, or similar
insurance: and

(2) any other existing insurance under which coverage may be owed.

‘Insured Person™ means:

(1) any past, present. or future director or officer. general counsel, or member of the Board of Managers
of the Company and any person serving in a functionally eguivalent role for the Parent Company or
any Subsidiary operating or incorporated outside the United States; and

(2} the lawful spouse of any person set forth in DEFINITION (1}1), but only to the extent the spouse is a
party to any Claim solely in his or her capacity as a spouse of such person and only for the purposes
of any Claim seeking damages recoverable from maritaj community property. property jointly held by
any such person and his or her spouse, or property transferred from any such person to his or her
spouse.

In the event of the death, incapacity or bankruptcy of an insured Person, any Claim against the estate, heirs,
lega! representatives or assigns of such Insured Person will be deemed to be a Claim against such Insured

Person.

‘Interrelated Wrongful Acts” means Wrongful Acts based on, arising out of, directly or indirectly resulting
from, in consequence of, or in any way involving any of the same or related, or series of related, facts,
circumstances. situations. transactions. or events.

"Loss” means damages, judgments. settlements or other amounts (including pre- & post-judgment interest,
punitive or exemplary damages, or the multiplied portion of any damage award, where insurable by law) and
Defense Expenses that the Insured Persons are obligated to pay Loss will not include:

) matters which are uninsurable under the law pursuant to which this Policy is construed; or

(2) fines, penalties or taxes imposed by law; provided, that this DEFINITION (K)}(2) will not apply to fines,
penalties or taxes that an Insured Person is obligated to pay if such fines, penalties or taxes are
insurable by law and are imposed in connection with such Insured Person’s service with respect to
an entity included within the definition of Company that is financially insolvent.

Note: With respect to coverage for punitive, exemplary or multiplied damages or fines. penalties or taxes, the
law of the applicable jurisdiction most favorabie to the insurability of such amounts shall control.

“Outside Capacity Wrongful Act” means any actual or alleged act, error. or omission, misstatement,
misieading statement. neglect, or breach of duty by any Insured Person, as defined in DEFINITION (1){1),
while acting in his or her capacity as a director, officer, trustee, regent, or governor of any Outside Entity, if
serving in such capacity at the specific request of the Company.

CS71000806 Page 2 of 8
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(M) "Outside Entity” means any corporation or organization other than the Company of which any Insured
Person, as defined in DEFINITION (1)(1), serves as a director, officer, trustee, regent, or governar, but only if
such service is at the specific request of the Company.

(N) “Parent Company” means the entity named in ITEM 1 of the Declarations.

(O) “Policy Period” means the period from the Inception Date to the Expiration Date set forth in ITEM 2 of the
Declarations or to any earlier cancellation date.

{P) "Subsidiary” means any entity during any time in which the Parent Company owns, directly or through one or
more Subsidiary(ies), more than fifty percent (50%) of the outstanding securities representing the right to vote
for the election of such entity's directors.

() "Wrongful Act” means:
(1) any actual or alleged act, error, or omission, misstatement, misleading statement, neglect. or breach of
duty by any Insured Perscn. as defined in DEFINITION (1){1), while acting in his or her capacity as a
director, officer, general counsel, or member of the Board of Managers of the Company or a

functionally equivalent role for the Parent Company or any Subsidiary operating or incorporated
outside the United States:

{(2) anry matter asserted against an Insured Person solely by reason of his or her status as a director.
officer. general counsel, or member of the Board of Managers of the Company;

(3) any Employment Practices Wrongful Act; and
(4) any Outside Capacity Wrongful Act.
Ifl. EXCLUSIONS
(A) Except for Defense Expenses, the insurer shali not pay Loss in conneclion with any Claim:

(1) brought by or on behalf of, or at the direction of, the Company or. with respect to any Claim for an
Outside Capacity Wrongful Act, an Outside Entity, except and to the extent such Claim:

{a) is brought and maintained by a security holder of the Company or such Dutside Entity, bui
only if such security holder is acting independently of, and without the sclicitation, assistance,
participation or intervention of, the Company. any Insured Person, or any Outside Entity;

b} is brought by the Bankruptcy Trustee or Examiner of the Company or such Outside Entity, or
any assignee of such Trusiee or Examiner, or any Receiver, Conservator, Rehabilitator, or
Liquidator or comparable authority of the Company or such Qutside Entity:

(c) is brought and maintained in a non-comman law jurisdiction outside the United States of
America or its territories or possessions: or

(d) is made after the Parent Company has undergone a Change of Control; or
(2) brought about or contributed to in fact by any:
{(a) intentionally dishonest. fraudulent, or criminal act or omission or any willful violation of any

statute. rule, or law; or

(b) profit or remuneration gained by any Insured Person to which such Insured Person is not
legally entitled;

as determined by a final adjudication in the underlying action.

B) The Insurer shall not be liable to make any payment for Loss in connection with any Claim:
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(2)

Note:

for any actual or alleged bodily injury. sickness, mental anguish, emotional distress, defamation,
slander, libel, disease or death of any person, or damage or destruction of any tangible propery
including Loss of use thereof; provided, that this EXCLUSION (B)(1) shall not apply to any Claim:

(a) brought by a security holder of the Company or, with respect to any Claim for an Qutside
Capacity Wrongful Act, an Outside Entity for any actual or alleged violation of the
Securities Act of 1933, the Securities Act of 1934, or any state securities statute; or

(b) in the form of a derivative action, but only if such Claim is brought by or on behalf of, or in the
name or right of, the Company or, with respect to any Claim for an Outside Capacity
Wrongful Act, an Qutside Entity and is brought and maintained independently of, and
without the solicitation, assistance, participation or intervention of the Company, any Insured
Person, or any Outside Entity: or

based upon. arising out of directly or indirectly resulting from, in consequence of, or in any way
involving any fact, circumstance, situation, transaction, event or Wrongful Act which, before the
Inception Date of this Policy, was the subject of any notice given under any other Management
Liability insurance, Directors’ and Officers’ insurance, or cther similar insurance.

EXCLUSION (B)(1) will not apply to any allegation of libel, slander, defamation, mental anguish or

emotional distress if and only to the extent that such allegations are made as part of an Employment
Practices Claim for an Employment Practices Wrongful Act.

No Wrongful Act of any Insured Person wiil be imputed to any other Insured Person to determine the application of
any of the above EXCLUSIONS.

V. CONDITIONS

(A) Limit of Liability

The amount set forth in ITEM 3 of the Declarations shall be the maximum aggregate Limit of Liability of the

insurer under this Policy. Payment of Loss. including Defense Expenses, by the Insurer shall reduce the
Limit of Liability.
(B) Indemnification and Other Insurance
(1 The Insured Persons and the Company understand and agree that all coverage under this Policy
shall be specifically excess over, and shall not contribute with:
(a) all indemnification and advancement to which an Insured Person may be entitled from any
source, including but not limited to the Company or any Outside Entity; and
(b} any Insurance Program maintained by the Company or any Outside Entity, whether such
other insurance is stated to be primary. contributing, excess or otherwise.
Heowever. if Loss is not paid by such other insurance or as indemnification or advancement, this Policy
will respond on behalf of the Insured Persons as if it were primary, subject to all of its terms,
conditions and limitations and without prejudice to the Insurer's excess position.
{2) This Policy shall not be subject to the terms or conditions of any other insurance. The Insurer does

not waive. compromise or release any of its rights to recover Loss paid under this Policy from the
issuers of any other insurance under which coverage may be owed, or from any person or entity from
which an Insured Person is entitled to indemnification or advancement, including the Company and
any Outside Entity.

(C) Mergers and Acquisitions

(M

CS 710009086

If. during the Policy Period, the Company acquires any assets, acquires a Subsidiary, or acquires
any entity by merger, consolidation or otherwise. or assumes any liability of another entity, coverage
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Dy Notice

shall be provided for any Loss involving a Ciaim for a Wrongful Act occurring after the
consummation of the transaction.

With respect to the acquisition, assumption, merger, consolidation or other of any entity, asset.
Subsidiary or liability as described in CONDITION (C)(1) above, there will be no coverage available
under this Policy for any Claim made against any Insured Persen for any Wrongful Act in
connection with the acquired, assumed, merged, or consolidated entity, asset, Subsidiary or liability
committed at any time during which such entity, asset, Subsidiary or liability is not included within the
definition of "Company .

If, during the Policy Period, any entity ceases to be a Subsidiary, the coverage provided under this
Policy shall continue to apply to the Insured Persons who because of their service with such
Subsidiary were covered under this Poiicy but only with respect to a Claim for a Wrongful Act that
occurred or allegedly occurred prior to the time such Subsidiary ceased to be a Subsidiary of the
Company.

Ii. during the Policy Period, there is a Change In Control. the coverage provided under this Policy
shall continue to apply but only with respect to a Claim for a Wrongfui Act commiited or allegedly
commitited prior to the time of the Change In Control, and

(&) coverage will cease with respect to any Claim for a Wrongful Act commitied subsequent to
the Change In Control: and

{b) the entire premium for the Policy will be deemed to be fully earned immediately upon the
consummation of @ Change In Control.

As a condition precedent to any right to payment under this policy with respect tc any Claim. the
Insured Persons or the Company shall give written notice to the Insurer of any Claim as soon as
practicabie after it is first made

If. during the Policy Period, the Insured Persons first becomes aware of a specific Wrongful Act
and if, during the Policy Period, the Insured Persons or the Company:

(a) provide the Insurer with written notice of the specific Wrongful Act, the consequences which
have resulted or may result therefrom (including but not limited to actual or potential
damages). the identities of the potential claimants, and the circumstances by which the
Insured Persons first became aware of such Wrongful Act: and

request coverage under this Policy for any subsequently resulting Claim for such Wrongful
Act;

T

then any Claim subsequently made arising out of such Wrongful Act will be treated as if it had been
first made during the Folicy Period.

Alt notices under CONDITIONS (D) (1) and (2) must be sent by certified mail or the equivalent to the address
set forth in ITEM 5 of the Declarations; Attention: Claim Department.

(E) Defense and Settlement of Claims

(1)

CS 71000906

It shall be the duty of the insured Persons and not the duty of the Insurer to defend Claims. No
Insured Person may incur any Defense Expenses or admit liability for. make any settlement offer
with respect to, or settle any Claim without the Insurer’s consent, such consent not to be unreasonably
withheld.

Upon written request, the Insurer will pay on a current basis any covered Defense Expenses before
the disposition of the Claim for which this Policy provides coverage. In the event of such
advancement, the Insured Persons agree that they shall repay the Insurer. severally according to
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their interests, any Loss, including Defense Expenses, paid to or on behalf of the Insured Persons if
it is finally determined that the Loss incurred is not covered under this Policy.

(3) Except for such Defense Expenses, the Insurer shall pay Loss only upon the final disposition of any
Claim.
(F) Assistance, Cooperation and Subrogation
(1) The Insured Persons and the Company agree to provide the Insurer with all information. assistance

and cooperation that the Insurer may reasonably request, and further agree that they will do nothing
which in any way increases the Insurer's exposure under this Policy or in any way prejudices the
Insurer’'s potential or actual rights of recovery.

(2) In the event of any payment under this Policy, the Insurer shail be subrogated to all of the potential or
actual rights of recovery of the Insured Persons, including any such rights of recovery against the
Company or any Qutside Entity. The Insured Persans shall execute all papers required and will do
everything necessary to secure such rights including but not timited to the execution of such
documents as are necessary to enabie the Insurer to effectively bring suit in their name, and will
provide all other assistance and cooperation which the Insurer may reasonably require.

(3) interrelated Claims

All Claims arising from Interrelated Wrongful Acts shall be deemed to constitute a single Claim and shall be

deemed to have been made at the earliest time at which the earliest such Claim is made or deemed to have

been made pursuant to CONDITION (D)(1) or (2) above. if applicable.
(H) Exhaustion

If the Insurer's Limit of Liability as set forth in ITEM 3 of the Declarations is exhausted by the payment of Loss,

the premium as set forth in ITEM & of the Declarations will be fully earned, all obligations of the Insurer under

this Policy will be completely fulfilied and exhausted and the Insurer will have no further obligations of any
kind whatsoever under this Policy.
i Cancellation and Renewal of Coverage

(1) The Chairman of the Board of Directors and the Chief Executive Officer of the Parent Company shail
have the exclusive right to cancel this Policy on behalf of the Insured Persons. Such cancellation
may be effected by mailing to the Insurer written notice stating when such cancellation shall be
effective, provided the date of cancellation is not later than the Expiration Date set forth in ITEM 2 of
the Declarations. In such event, the Insurer shall retain the customary short rate portion of the earned
premium. Return or tender of the unearned premium is not a condition of cancellation.

(2) The Insurer may cancel this Policy only for nonpayment of premium. The Insurer wili provide not less
than twenty (20) days written notice stating the reason for cancellation and when the Policy will be
canceled. Notice of cancellation will be sent to the Parent Company and the agent of record for the
Insured Persons, if applicable.

(3) The Insurer is under no obligation to renew this Policy upon its expiration. Once the Insurer chooses
to non-renew this Policy. the Insurer will deliver or mail to the Parent Company written notice stating
such at least sixty (60) days before the Expiration Date set forth in ITEM 2 of the Declarations.

(4) The Insurer shall not be entitied under any circumstances to rescind this Policy, other than for non-
payment of premium.,

(N Optional Extension Period

(1) [f either the Insured Persons or the Insurer does not renew this Policy, the Insured Persons shall
have the right, upon payment of the additional premium set forth in ITEM 4 of the Declarations. to an
extension of the coverage provided by this Policy with respect only to any Claim first made during the
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(L)

(V)

period of time set forth in ITEM 4 of the Declarations after the Policy Expiration Date, but only with
respect to a Wrongful Act occurring prior to the Policy Expiration Date.

(2) As a condition precedent to the right to purchase the Optional Extension Period the total premium for
this Policy must have been paid in full. The right of the Insured Persons to purchase the Optional
Extension Period will be immediately terminated if the Insurer does not receive written notice by the
Insured Persons advising they wish to purchase the Optional Extension Period together with full
payment of the premium for the Optional Extension Period within thirty (30) days after the Policy
Expiration Date

{3} if the Insured Persons elect to purchase the Optional Extension Period as set forth in CONDITIONS
{()(1) and (2) above, the entire premum for the Optional Extension Period will be deemed to be fully
earned at the Inception Date for the Optional Extension Period.

(4) The purchase of the Optional Extension Period will not in any way increase the Limit of Liability set
forth in ITEM 3 of the Declarations, and the Limit of Liability with respect to Claims made during the
Optional Extension Period shall be part of and not in addition to the Limit of Liability for all Claims
made during the Policy Period.

Representation Clause

The Application for coverage shall be construed as a separate Application for coverage for each Insured
Person. Each Insured Person represents thal, to the best of his or her knowledge, the statements and
particulars contained in the Application are true, accurate and complete. and each Insured Person agrees
that this Policy is issued in reliance on the truth of that representation and that such particulars and
statements. which are deemed to be incorporated into and constitute a part of this Policy, are the basis of this
Policy. In the event that any statements and particulars contained in the Application are untrue, inaccurate or
incomplete, this Policy will be void with respect to any Insured Person who had actual knowledge as of the
Inception Date of facts or information that were not accurately or completely disclosed as required in the
Application. No knowledge or information possessed by any Insured Person will be imputed to any other
Insured Person for the purposes of determining the availability of coverage with respect to Claims made
against such other Insured Person.

Action Against the Insurer, Assignment, and Changes to Policy

(1) No action may be taken against the Insurer unless. as a condition precedent thereto:
(a) there has been full compliance with all of the terms and conditions of this Policy; and
{b) the amount of the obligation of the insured Person has been finally determined either by

judgment against the Insured Person after actual trial, or by written agreement of the Insured
Person. the claimant and the Insurer.

(2) Nothing contained herein shall give any person or entity any right to join the Insurer as a party to any
Claim against the Insured Persons to determine their liability. nor may the Insured Persons implead
the Insurer in any Claim.

(3) Assignment of interest under this Policy shall not bind the Insurer uniess its consent is endorsed
hereon.
(4) Notice to any agent or knowledge possessed by any agent or other person acting on behaif of the

Insurer will not cause a waiver or change in any part of this Policy or prevent the Insurer from
asserting any right under the terms, conditions and limitations of this Policy. The terms, conditions
and limitations of this Policy may only be waived or changed by written endorsement signed by the

Insurer.

Authorization and Notices
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ft is understood and agreed that, except as provided elsewhere in this Policy, the Parent Company will act on
behalf of the Company and the Insured Persons with respect to:

(M the payment of the premiums,

(2 the receiving of any return premiums that may become due under this Policy,

(3) the giving of all notices to the Insurer as provided herein, and
(4) the receiving of all notices from the Insurer.
(N) Entire Agreement

The Insured Persons agree that the Declarations, the Policy, including any endorsements and attachments.
and the Application shall constitute the entire agreement between the Insurer or any of its agents and the
Insured Persons in relation to the insurance.

(O) Worldwide Coverage

in consideration of the premium charged, coverage under this Policy shall extend anywhere in the world.

P Bankruptcy

In the event that a liquidation or reorganization proceeding is commenced by or against the Company
pursuant to the United States Bankruptcy Code, as amended, or any similar state or local law, the Insured
Persons and the Company hereby (1) waive and release any automatic stay or injunction which may apply in
such proceeding in connection with this Policy or its proceeds under such Bankruptcy Code or law: and (2)
agree not to oppose or object to any efforts by the Insurer cr any insured Person or the Company to obtain
relief from any such stay or injunction.
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| This is Exhibit “E” referred to in the Affidavit of
I William Richard Harker, swom before me at

Visel ;;/ . New Jersey, United States
of America, on August 10, 2018.

(A Notary Public in and for the State of New Jersey) ;

O U OO |

- JEREMY FORTUNATO
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/2022
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CORNERSTONE A-SIDE MANAGEMENT
LIABILITY INSURANCE POLICY
DECLARATIONS

XL CATLIN

Policy Number; ELU146443-16

Renewal of Number: ELU141161-15
XL Specialty Insurance Company

100 Yonge Street, Suite 1200
Toronto, Ontario M5C 2W1
Telephone 416-928-5586

THIS IS A CLAIMS MADE POLICY. EXCEPT AS OTHERWISE PROVIDED HEREIN, THIS POLICY ONLY APPLIES
TO CLAIMS FIRST MADE DURING THE POLICY PERIOD. THE LIMIT OF LIABILITY AVAILABLE TO PAY
DAMAGES OR SETTLEMENTS SHALL BE REDUCED AND MAY BE EXHAUSTED BY THE PAYMENT OF
DEFENSE EXPENSES. THIS POLICY DOES NOT PRCVIDE FOR ANY DUTY BY THE INSURER TO DEFEND ANY

INSURED. PLEASE READ AND REVIEW THE POLICY CAREFULLY.

Item 1. Name and Mailing Address of Parent Corporation:

Sears Canada Inc
290 Yonge Street, Suite 700
Toronto, ONTARIO M5B 2C3

ltem 2. Policy Period From: October 15, 2016 To: October 15 2017
At 12:01AM Standard Time at your Mailing Address Shown Above

ltem 5. Notices required to be given to the Insurer must be addressed to:

XL Specialty Insurance Company
100 Yonge Street Suite 1200
Toronto, ON M5C 2W1

Attention: Claims Department
Email: claimscanada@xIcatlin.com

Item 7. Policy Forms and Endorsements Attached at Issuance

CS71000906 XL80780215 XL 82010707 XL80341004 CL83141003 CS803830317
CL80841104 CL801890607 CS803920317 XL80600908 Manuscript 13794 05 12

CL8086 1204 CS 801950913 CL8B02250408 CS80950909 CL802240408 CS 80371007
CS 8011906 10 CL 806304 04 Manuscript 13806 0512 CL 80208 1107 CS 83151107

CS 83920317 Manuscript 16690 05 14 Manuscript 8458 0509 CS 803910317 CS 80391007
CS80170507 CS 8014407 11 CL 80420703 Manuscript 4088 0106 CS 80393 03 17

CS 803940317 CS 8014007 11 Manuscript 18573 1215

THESE DECLARATIONS AND THE POLICY, WITH THE ENDORSEMENTS, ATTACHMENTS, AND THE APPLICATION SHALL CONSTITUTE THE
ENTIRE AGREEMENT BETWEEN THE INSURER AND THE INSURED PERSONS RELATING TO THIS INSURANCE.
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CORNERSTONE A-SIDE MANAGEMENT XL
LIABILITY INSURANCE POLICY
DECLARATIONS
XL CATLIN
Policy Number; ELU146443-16

Renewal of Number: ELU141161-15

IN WITNESS WHEREOF the Insurer has caused this Policy to be signed by the Canadian Chief Agent.

XL SPECIALTY INSURANCE COMPANY

o

e T

Nick Greggains
Chief Agent for Canada

For purposes of the Insurance Cormpanies Act (Canada). this document was issued in the course of XL Specialty insurance Company’s
insurance business in Canada.
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CL83141003

Endorsement No.: 4 Effective: October 15, 2016
Named Insured: Sears Canada Inc 12:01 A.M. Standard Time
Policy No.: ELU146443-16 Insurer: XL Specialty Insurance Company

PENDING AND/OR PRIOR LITIGATION EXCLUSION

In consideration of the premium charged. no coverage will be available under this Policy for Claims based upon,
arising out of, directly or indirectly resulting from, in consequence of, or in any way involving any fact,
circumstance, situation, transaction, event or Wrongful Act, underlying or alleged in any prior and/or pending
litigation or administrative or regulatory proceeding or arbitration which was brought prior to October 15, 2014,

All other terms, conditions and limitations of this Policy shall remain unchanged.
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CS 83151107

Endorsement No.: 21 Effective: October 15, 2016
Named Insured: Sears Canada inc 12:01 A.M. Standard Time
Policy No.: ELU146443-16 Insurer: XL Specialty Insurance Company

PRIOR ACTS EXCLUSION ENDORSEMENT

In consideration of the premium charged, no coverage shall be available under this Policy for any Loss in
connection with any Claim made against an Insured Person alleging any Wrongful Act occurring prior to
October 15, 2014 or after the end of the Policy Period. This Policy only provides coverage for Wrongful Acts
occurring on or after October 15, 2014 and prior to the end of the Policy Period and otherwise covered by the
terms, conditions and limitations of this Policy. Loss arising out of the same or related Wrongful Act shall be
deemed to arise from the first such same or related Wrongful Act.

All other terms, conditions and limitations of this Policy shall remain unchanged.
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CORNERSTONE A-SIDE MANAGEMENT LIABILITY
INSURANCE COVERAGE FORM

THIS IS A CLAIMS MADE POLICY WITH DEFENSE EXPENSES INCLUDED IN THE LIMIT OF LIABILITY.
PLEASE READ AND REVIEW THE PGLICY CAREFULLY.

In consideration of the payment of the premium, and in reliance on all statements made and information
furnished to Executive Liability Underwriters, the Underwriting Manager for the Insurer identified on the
Declarations Page (hereinafter, the “Insurer”) including the Application and subject to all of the terms,
conditions and limitations of all the provisions of this Policy, the Insurer, the Insured Persons and the
Company agree as follows:

L

(A)

@

(F)

INSURING AGREEMENT

The Insurer will pay on behalf of the Insured Persons Loss resulting from a Claim first made against the
Insured Persons during the Policy Period or, if applicable, the Optional Extension Period. for a Wrongful
Act, except to the extent that such Loss is paid by any other Insurance Program or as indemnification or
advancement from any source. In the event that Loss is not paid by such other insurance or as
indemnification or advancement, this Policy will respond on behalf of the Insured Persons as if it were
primary. subject to all of its terms, conditions (including, but not limited to. CONDITION (B)) and limitations and
without prejudice to the Insurer’s excess position.

DEFINITIONS

"Application” means:
(1) the Application attached to and forming part of this Policy; and

(2) any materials submitted therewith, which shall be retained on file by the Insurer and shali be deemed
e physically attached to this Policy.

"Change In Control” means-

(1 the merger or acquisition of the Parent Company, or of ali or substantially all of its assets, by another
entity such that the Parent Company is not the surviving entity;

S

the acquisition by any person, entity. or affiliated group or persons or entities of the right o vote for,
select. or appoint more than fifty percent {50%) of the directors of the Parent Company; or

,,\

(3) the court appointment of any person or entity with authority comparable to that of the Insured
Persons, as defined in DEFINITION (0)(1). to liquidate or reorganize the Parent Company.

"Claim” means:
(1) a written demand for monetary or non-monetary relief.

(2) any civil or criminal judicial proceeding in a court of law or equity, arbitration or other alternative
dispute resolution; or

(3) a formal civil, criminal, administrative, or regulatory proceeding or formal investigation.

"Company” means the Parent Company and any Subsidiary created or acquired on or before the Inception
Date set forth in ITEM 2 of the Declarations or during the Policy Period, subject to CONDITION (C).

"Defense Expenses” means reasconable legal fees and expenses incurred in the defense or investigation of
any Claim. Defense Expenses will not include the Company’s overhead expenses or any salaries, wages,
fees, or benefits of its directors, officers, or employees.

"Employment Practices Claim” means a Claim alleging an Employment Practices Wrongful Act.

CsS71000806 Page 1 of 8
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(G)

(L)

"Employment Practices Wrongful Act” means any actual or alleged:

(M wrongful termination of employment whether actual or constructive;

(2) employment discrimination of any kind:

(3) sexual or other harassment in the workplace: or

{4) wrongful deprivation of career opportunity, employment-related misrepresentation, retaliatory

treatment against an employee of the Company, failure to promote, demotion, wrongful discipline or
evaluation, or refusal to hire.

‘Insurance Program” means

(1) any existing Management Liabilty insurance. Directors’ and Officers' Liability insurance, or similar
insurance; and

{(2) any other existing insurance under which coverage may be owed.

“Insured Person” means:

] any past. present, or future director or officer, general counsel, or member of the Board of Managers
of the Company and any person serving in a functionally equivalent role for the Parent Company or
any Subsidiary operating or incorporated outside the United States; and

(2) the lawful spouse of any person set forth in DEFINITION {1}(1). but only to the extent the spouse is a
party to any Claim solely in his or her capacity as a spouse of such person and only for the purposes
of any Claim seeking damages recoverable from marital community property, property jointly held by
any such person and his or her spouse, or property transferred from any such person to his or her
spouse.

In the event of the death. incapacity or bankruptcy of an Insured Person, any Claim against the estate, heirs.
legal representatives or assigns of such Insured Person will be deemed to be a Claim against such Insured

Person.

“Interrelated Wrongful Acts” means Wrongful Acts based on, arising out of. directly or indirectly resulting
from, in consequence of or in any way involving any of the same or related, or series of related, facts,
circumstances. situations. transactions. or events.

"Loss” means damages. judgments, settlements or other amounts (including pre- & post-judgment interest,
punitive or exemplary damages, or the multiplied portion of any damage award, where insurable by law) and
Defense Expenses that the Insured Persons are obligated to pay. Loss will not include:

(1 matters which are uninsurable under the law pursuant to which this Policy is construed: or

(2) fines, penalties or taxes imposed by law; provided, that this DEFINITION (K)(2) will not apply to fines,
penalties or taxes that an Insured Person is obligated to pay if such fines, penalties or taxes are
insurable by faw and are imposed in connection with such Insured Person’s service with respect to
an entity included within the definition of Company that is financially insolvent.

Note: With respect to coverage for punitive, exemplary or multiplied damages or fines, penalties or taxes, the
law of the applicabie jurisdiction most favorable to the insurability of such amounts shall control.

“QOutside Capacity Wrongful Act” means any actual or alleged act. error, or omission, misstatement,
misleading statement, neglect, or breach of duty by any Insured Person, as defined in DEFINITION (1)(1).
while acting in his or her capacity as a director, officer, trustee, regent, or governor of any Outside Entity, if
serving in such capacity at the specific request of the Company.
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(M) "Outside Entity” means any corporation or organization other than the Company of which any Insured

Person

, as defined in DEFINITION (1)(1). serves as a director, officer, trustee, regent, or governor, but only if

such service is at the specific request of the Company.

(N) "Parent Company” means the entity named in ITEM 1 of the Declarations.

(O) “Policy

Period” means the period from the Inception Date to the Expiration Date set forth in ITEM 2 of the

Declarations or to any earlier cancellation date.

(P} "Subsidiary” means any entity during any time in which the Parent Company owns, directly or through one or
more Subsidiary(ies), more than fifty percent (50%) of the outstanding securities representing the right to vote
for the election of such entity's directors

() "Wrongful Act” means:

H

any actual or alleged act, error. or omission. misstatement, misleading statement, neglect, or breach of
duty by any Insured Person, as defined in DEFINITION (I)(1), while acting in his or her capacity as a
director, officer. general counsel, or member of the Board of Managers of the Company or a
functionally equivalent role for the Parent Company or any Subsidiary operating or incorporated
outside the United States:

(2} any matter asserted against an Insured Person solely by reason of his or her status as a director,
officer. general counsel, or rmember of the Board of Managers of the Company;
(3 any Employment Practices Wrongful Act; and
(4) any Outside Capacity Wrongful Act.
. EXCLUSIONS
(A} Except for Defense Expenses. the Insurer shall not pay Loss in connection with any Claim:
(1 brought by or on behalf of or at the direction of, the Company or. with respect to any Claim for an

Outside Capacity Wrongful Act. an Outside Entity, except and to the extent such Claim:

(a) is brought and maintained by a security holder of the Company or such Qutside Entity. but
only if such security holder is acting independently of. and without the solicitation, assistance.
participation or intervention of. the Company, any Insured Person, or any Qutside Entity:

(b) is brought by the Bankruptcy Trustee or Examiner of the Company or such Qutside Entity. or
any assignee of such Trustee or Examiner, or any Receiver, Conservator, Rehabilitator, or
Liguidator or comparable authority of the Company or such Qutside Entity:

{c) is brought and maintained in a non-common law jurisdiction outside the United States of
America or its territories or possessions: or

{d) is made after the Parent Company has undergone a Change of Control; or

(2} brought about or contributed to in fact by any:

(a) intentionally dishonest, fraudulent, or criminal act or omission or any willful violation of any
statute, rule, or law; or

(b) profit or remuneration gained by any insured Person to which such Insured Person is not
legally entitled;

as determined by a final adjudication in the underlying action.

(B) The Insurer shall not be liable to make any payment for Loss in connection with any Claim:

CS71000806

Page 3 of 8

119



(1 for any actual or alleged bodily injury. sickness, mental anguish. emotional distress. defamation,
slander, libel, disease or death of any person, or damage or destruction of any tangible property
including Loss of use thereof, provided, that this EXCLUSION (B)(1) shall not apply to any Claim:

(a) brought by a security holder of the Company or, with respect to any Claim for an Outside
Capacity Wrongful Act, an Outside Entity for any actual or alleged violation of the
Securities Act of 1933, the Securities Act of 1934, or any state securities statute; or

(b) in the form of a derivative action, but only if such Claim is brought by or on behalf of, or in the
name or right of the Company or, with respect to any Claim for an Outside Capacity
Wrongful Act an Outside Entity and is brought and maintained independently of, and
without the solicitation, assistance, participation or intervention of the Company. any Insured
Person, or any Outside Entity; or

(2) based upon, arising out of, directly or indirectly resulting from, in consequence of. or in any way
involving any fact, circumstance, situation, transaction. event or Wrongful Act which, before the
Inception Date of this Policy, was the subject of any notice given under any other Management
Liability insurance, Directors’ and Officers’ insurance, or other similar insurance.

Note: EXCLUSION (B)(1) will not apply to any allegation of libel, slander, defamation, mental anguish or
emational distress if and only to the extent that such allegations are made as part of an Employment
Practices Claim for an Employment Practices Wrongful Act.

No Wrongful Act of any Insured Person wili be imputed to any other Insured Person to determine the application of
any of the above EXCLUSIONS.

V.

{A

\

)

/

CONDITIONS
Limit of Liahility

The amount set forth in ITEM 3 of the Declarations shall be the maximum aggregate Limit of Liability of the
Insurer under this Policy. Payment of Loss, including Defense Expenses, by the Insurer shall reduce the
Limit of Liability.

Indemnification and Other Insurance

{1 The Insured Persons and the Company understand and agree that all coverage under this Policy
shall be specifically excess over, and shall not contribute with:

(a) all indemnification and advancement to which an Insured Person may be entitled from any
source, including but not limited to the Company or any Outside Entity; and

(b) any Insurance Program maintained by the Company or any Outside Entity, whether such
other insurance is stated to be primary, contributing, excess or otherwise.

However, if Loss is not paid by such other insurance or as indemnification or advancement, this Policy
will respond on behalf of the Insured Persons as if it were primary, subject to all of its terms,
conditions and limitations and without prejudice to the Insurer’'s excess position.

(23 This Policy shall not be subject to the terms or conditions of any other insurance. The Insurer does
not waive, compromise or release any of its rights to recover Loss paid under this Policy from the
issuers of any other insurance under which coverage may be owed, or from any person or entity from
which an Insured Person is entitled to indemnification or advancement, including the Company and
any Outside Entity.

Mergers and Acquisitions

h if, during the Policy Period, the Company acquires any assets, acquires a Subsidiary, or acquires
any entity by merger, consolidation or otherwise, or assumes any liability of another entity, coverage
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(3)

(D) Notice

)

shall be provided for any Loss wnvolving a Claim for @ Wrangful Act occurring after the
consummation of the transaction.

With respect to the acquisition, assumption, merger, consolidation or other of any entity, asset,
Subsidiary or liability as described in CONDITION (C)(1) above, there will be no coverage available
under this Policy for any Claim made against any Insured Person for any Wrongful Act in
connection with the acguired, assumed, merged, or consolidated entity, asset, Subsidiary or liability
committed at any time during which such entity, asset, Subsidiary or liability is not included within the
definition of "Company.”

If, during the Policy Period, any entity ceases to be a Subsidiary, the coverage provided under this
Policy shall continue to apply to the Insured Persons who because of their service with such
Subsidiary were covered under this Policy but only with respect to a Claim for a Wrongful Act that
occurred or allegedly occurred prior to the time such Subsidiary ceased to be a Subsidiary of the
Company.

If, during the Policy Period. there is a Change in Contral the coverage provided under this Policy
shall continue to apply but only with respect to a Claim for a Wrongful Act committed or allegedly
committed prior to the time of the Change In Control, and

(a) coverage will cease with respect to any Claim for a Wrongful Act committed subsequent to
the Change In Control, and

(b) the entire premium for the Policy will be deemed to be fully earned immediately upon the
consummation of a Change In Control.

As a condition precedent to any right to payment under this policy with respect to any Ciaim, the
Insured Persons or the Company shall give written notice to the Insurer of any Claim as soon as
practicable after it is first made.

If. during the Policy Period, the Insured Persons first becomes aware of a specific Wrongful Act
and if. during the Policy Period. the Insured Persons or the Company:

(a) provide the Insurer with written notice of the specific Wrongful Act. the consequences which
have resulted or may result therefrom (including but not limited to actual or potential
damages), the identities of the potential claimants, and the circumstances by which the
Insured Persons first becarne aware of such Wrongful Act: and

(b) request coverage under this Policy for any subsequently resulting Claim for such Wrongful
Act;

then any Claim subsequently made arising out of such Wrongful Act will be treated as if it had been
first made during the Policy Period.

All notices under CONDITIONS (D) (1) and (2) must be sent by certified mail or the equivalent to the address
sel forth in ITEM 5 of the Declarations; Attention: Claim Department.

(&) Defense and Settlement of Claims

(n

(2)

CS71000906

It shall be the duty of the Insured Persons and not the duty of the Insurer to defend Claims. No
Insured Person may incur any Defense Expenses or admit liability for, make any settlement offer
with respect to. or settle any Claim without the Insurer's consent, such consent not to be unreasonably
withheld.

Upon written request, the Insurer will pay on a current basis any covered Defense Expenses before
the disposition of the Ciaim for which this Policy provides coverage. In the event of such
advancement, the Insured Persons agree that they shall repay the Insurer, severally according to
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their interests, any Loss, including Defense Expenses, paid to or on behalf of the Insured Persons if
it 1s finally determined that the Loss incurred is not covered under this Policy.

(3) Except for such Defense Expenses, the insurer shall pay Loss only upon the final disposition of any
Claim.
P Assistance, Cooperation and Subrogation
(1) The Insured Persons and the Company agree to provide the insurer with all information, assistance

and cooperation that the Insurer may reasonably request, and further agree that they will do nothing
which in any way increases the Insurer's exposure under this Policy or in any way prejudices the
Insurer’s potential or actua! rights of recovery.

(2} In the event of any payment under this Policy. the Insurer shall be subrogated to all of the potential or
actual rights of recovery of the Insured Persons, including any such rights of recovery against the
Company or any Qutside Entity. The Insured Persons shall execute all papers required and will do
everything necessary to secure such rights including but not limited to the execution of such
documents as are necessary to enable the Insurer to effectively bring suit in their name. and will
provide all other assistance and cooperation which the Insurer may reasonably require.

(&) Interrelated Claims

All Claims arising from Interrelated Wrongful Acts shall be deemed to constitute a single Claim and shall be
deemed to have been made at the earliest time at which the earliest such Claim is made or deemed to have
been made pursuant to CONDITION (D){1) or (2) above, if applicable.

(H} Exhaustion

If the Insurer’'s Limit of Liability as set forth in {TEM 3 of the Declarations (s exhausted by the payment of Loss.
the premium as set forth in ITEM 6 of the Declarations will be fully earned, all obligations of the Insurer under
this Policy will be compietely fulfilled and exhausted. and the Insurer will have no further obligations of any
kind whatsoever under this Policy

h Cancellation and Renewal of Coverage

&) The Chairman of the Board of Directors and the Chief Executive Officer of the Parent Company shall
have the exclusive right to cancel this Policy on behalf of the Insured Persons. Such cancellation
may be effected by mailing to the Insurer written notice stating when such cancellation shall be
effective, provided the date of cancellation is not later than the Expiration Date set forth in ITEM 2 of
the Declarations. In such event, the Insurer shall retain the customary short rate portion of the earned
premium Return or tender of the unearned premium is not a condition of canceilation.

(2} The Insurer may cancel this Policy only for nonpayment of premium. The Insurer will provide not less
than twenty (20) days written notice stating the reason for cancellation and when the Policy will be
canceied. Notice of cancellation will be sent to the Parent Company and the agent of record for the
insured Persons, if applicable.

(3) The Insurer is under no obligation to renew this Policy upon its expiration. Once the Insurer chooses
to non-renew this Policy, the Insurer will deliver or mail to the Parent Company written notice stating
such at least sixty (60) days before the Expiration Date set forth in ITEM 2 of the Declarations.

{4) The Insurer shall not be entitied under any circumstances to rescind this Policy. other than for non-
payment of premium.

() Optional Extension Period
) If either the Insured Persons or the Insurer does not renew this Policy, the Insured Persons shall
have the right, upon payment of the additional premium set forth in ITEM 4 of the Declarations, to an

extension of the coverage provided by this Policy with respect only to any Claim first made during the
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period of time set forth in ITEM 4 of the Declarations after the Policy Expiration Date, but only with
respect to a Wrongful Act occurring prior to the Policy Expiration Date.

{2 As a condition precedent to the right to purchase the Optional Extension Period the total premium for
this Policy must have been paid in fuil. The right of the Insured Persons to purchase the Optional
Extension Period will be immediately terminated if the Insurer does not receive written notice by the
Insured Persons advising they wish to purchase the Optional Extension Period together with full
payment of the premium for the Optional Extension Period within thirty (30) days after the Policy
Expiration Date.

{3) If the Insured Persons glect to purchase the Optional Extension Period as set forth in CONDITIONS
(J)(1) and (2) above. the entire premium for the Optional Extension Period will be deemed to be fully
earned at the Inception Date for the Optional Extension Period.

(4) The purchase of the Optional Extension Period will not in any way increase the Limit of Liability set
forth in ITEM 3 of the Declarations, and the Limit of Liability with respect to Claims made during the
Optional Extension Period shall be part of and not in addition to the Limit of Liability for all Claims
made during the Policy Period.

(K Representation Clause

The Application for coverage shall be construed as a separate Application for coverage for each Insured
Person. Each Insured Person represents that, to the best of his or her knowledge, the statements and
particulars contained in the Application are true, accurate and complete, and each Insured Person agrees
that this Policy is issued in reliance on the truth of that representation and that such particulars and
statements, which are deemed to be incorporated into and constitute a part of this Policy, are the basis of this
Policy. In the event that any statements and particulars contained in the Application are untrue, inaccurate or
incomplete, this Policy will be void with respect to any Insured Person who had actual knowledge as of the
Inception Date of facts or information that were not accurately or completely disclosed as required in the
Application. No knowledge or information possessed by any Insured Person will be imputed to any other
Insured Person for the purposes of determining the availability of coverage with respect to Claims made
against such other Insured Person.

(L) Action Against the Insurer, Assignment, and Changes to Policy
) No action may be taken against the Insurer uniess, as a condition precedent thereto:
(@) there has been full compliance with all of the terms and conditions of this Policy; and
(b} the amount of the obligation of the Insured Person has been finally determined either by

judgment against the insured Person after actual trial. or by writien agreement of the Insured
Person, the claimant and the Insurer.

{2) Nothing contained herein shall give any person or entity any right to join the insurer as a party to any
Claim against the Insured Persons to determine their liability, nor may the Insured Persons implead
the Insurer in any Claim.

{3) Assignment of interest under this Policy shall not bind the Insurer unless its consent is endorsed
hereon.
(4) Notice to any agent or knowledge possessed by any agent or cther person acting on behalf of the

[nsurer will not cause a waiver or change in any part of this Policy or prevent the Insurer from
asserting any right under the terms, conditions and limitations of this Policy. The terms, conditions
and limitations of this Policy may only be waived or changed by written endorsement signed by the
Insurer.

(M) Authorization and Notices
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It is understood and agreed that. except as provided elsewhere in this Policy, the Parent Company will act on
behalf of the Company and the Insured Persons with respect to:

(M the payment of the premiums.
(2) the receiving of any return premiums that may become due under this Policy,
(3) the giving of all notices to the Insurer as provided herein, and
(4) the receiving of all notices from the Insurer.
(N} Entire Agreement

The Insured Persons agree that the Declarations, the Policy, including any endorsements and attachments.
and the Application shall constitute the entire agreement between the Insurer or any of its agents and the
Insured Persons in relation to the insurance.

(O) Worldwide Coverage

In consideration of the premium charged, coverage under this Policy shall extend anywhere in the world.

E

Bankruptcy

in the event that a liguidation or reorganization proceeding is commenced by or against the Company
pursuant to the United States Bankruptcy Code, as amended, or any similar state or local law. the Insured
Persons and the Company hereby (1) waive and release any automatic stay or injunction which may apply in
such proceeding in connection with this Policy or its proceeds under such Bankruptcy Code or law; and (2)
agree not to oppose or object to any efforts by the Insurer or any Iinsured Person or the Company to obtain
relief from any such stay or injunction.
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This is Exhibit “F" referred to in the Affidavit of
v\\/iuigym Réch;}r@ Harker, sworn before me at

et e , New Jersey, United States
of America, on August 10, 2018
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| {ANotary Public in and for the State of New Jersey)

TO
JEREMY FOR’_TUNA N
NOTARY PUBLIC OF NEW JEF}S}EV
! My Commission Expiras 42712022
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Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
MR. ) THURSDAY, THE 22NP
)
) DAY OF JUNE, 2017

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., CORBEIL
ELECTRIQUE INC., S.L.H. TRANSPORT INC., THE CUT INC.,
SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., INITITUM COMMERCE LABS INC., INITIUM
TRADING AND SOURCING CORP., SEARS FLOOR
COVERING CENTRES INC., 173470 CANADA INC., 2497089
ONTARIO INC., 6988741 CANADA INC., 10011711 CANADA
INC., 1592580 ONTARIO LIMITED, 955041 ALBERTA LTD.,
4201531 CANADA INC., 168886 CANADA INC., AND 3339611
CANADA INC.

(each, an “Applicant”, and collectively, the “Applicants”)

AMENDED AND RESTATED INITIAL ORDER

THIS APPLICATION, made by the Applicants, pursuant to the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the affidavit of Billy Wong sworn June 22, 2017, and the Exhibits
thereto (collectively, the “Wong Affidavit”), and the pre-filing report dated June 22, 2017 of
FTT Consulting Canada Inc. (“FTI”), in its capacity as the proposed Monitor of the Applicants
(the “Pre-Filing Report”), and on hearing the submissions of counsel to the Applicants and

SearsConnect (the “Partnership”, and collectively with the Applicants, the “Sears Canada
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Entities”), counsel to the Board of Directors (the “Board of Directors”) of Sears Canada Inc.
(“SCTI”) and the Special Committee of the Board of Directors (the “Special Committee”) of
SCI, counsel to FTI, counsel to Wells Fargo Capital Finance Corporation Canada (the “DIP
ABL Agent”), as administrative agent under the DIP ABL Credit Agreement (as defined herein),
and counsel to GACP Finance Co., LLC (the “DIP Term Agent”), as administrative agent under
the DIP Term Credit Agreement (as defined herein), Koskie Minsky LLP as counsel for Store
Catalogue Retiree Group, counsel for the Financial Services Commission of Ontario, and on

reading the consent of FTT to act as the Monitor.

SERVICE

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

returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicants are companies to
which the CCAA applies. Although not an Applicant, the Partnership shall enjoy the benefits of

the protections and authorizations provided by this Order.

PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicants, individually or collectively, shall have the
authority to file and may, subject to further Order of this Court, file with this Court a plan of

compromise or arrangement (hereinafter referred to as the “Plan”).
POSSESSION OF PROPERTY AND OPERATIONS

4. THIS COURT ORDERS that the Sears Canada Entities shall remain in possession and
control of their respective current and future assets, undertakings and properties of every nature
and kind whatsoever, and wherever situate including all proceeds thereof (the “Property”). For
greater certainty, the “Property” includes all inventory, assets, undertakings and property of the
Sears Canada Entities in the possession or control of the Hometown Dealers (as defined in the

Wong Affidavit) and all inventory, assets, undertakings and property of the Sears Canada
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Entities in the possession or control of the Corbeil Franchisees (as defined in the Wong
Affidavit). Subject to further Order of this Court, the Sears Canada Entities shall continue to
carry on business in a manner consistent with the preservation of the value of their business (the
“Business”) and Property. The Sears Canada Entities shall each be authorized and empowered to
continue to retain and employ the employees, independent contractors, advisors, consultants,
agents, experts, accountants, counsel and such other persons (collectively, “Assistants™)
currently retained or employed by them, with liberty, subject to the terms of the Definitive
Documents (as defined herein) to retain such further Assistants, as they deem reasonably
necessary or desirable in the ordinary course of business or for the carrying out of the terms of

this Order.

5. THIS COURT ORDERS that the Sears Canada Entities shall be entitled to continue to
utilize the central cash management services currently in place as described in the Wong
Affidavit, or, with the consent of the Monitor, the DIP ABL Agent on behalf of the DIP ABL
Lenders (as defined herein) and the DIP Term Agent on behalf of the DIP Term Lenders (as
defined herein), replace it with another substantially similar central cash management services
(the “Cash Management System”) and that any present or future bank or other institution
providing the Cash Management System shall not be under any obligation whatsoever to inquire
into the propriety, validity or legality of any transfer, payment, collection or other action taken
under the Cash Management System, or as to the use or application by the Sears Canada Entities
of funds transferred, paid, collected or otherwise dealt with in the Cash Management System,
shall be entitled to provide the Cash Management System without any liability in respect thereof
to any Person (as hereinafter defined) other than the Sears Canada Entities, pursuant to the terms
of the documentation applicable to the Cash Management System, and shall be, in its capacity as
provider of the Cash Management System, an unaffected creditor under the Plan with regard to
any claims or expenses it may suffer or incur in connection with the provision of the Cash
Management System; provided, however, that no bank or other institution providing such Cash
Management System shall be obliged to extend any overdraft credit, on an aggregate net basis,
directly or indirectly in connection therewith and further provided that, to the extent any
overdraft occurs, on an aggregate net basis, the Sears Canada Entities shall make arrangements to

repay such overdraft forthwith.
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6. THIS COURT ORDERS that the Sears Canada Entities, subject to availability under,
and in accordance with the terms of the DIP Facilities (as defined herein) and the Definitive
Documents, and subject to further Order of this Court, shall be entitled but not required to pay
the following expenses whether incurred prior to, on or after this Order to the extent that such

expenses are incurred and payable by the Sears Canada Entities:

(a) all outstanding and future wages, salaries, commissions, employee and retiree
benefits (including, without limitation, medical, dental, life insurance and similar
benefit plans or arrangements), pension benefits or contributions, vacation pay,
expenses, and director fees and expenses, payable on or after the date of this Order, in
each case incurred in the ordinary course of business and consistent with existing
compensation policies and arrangements (but not including termination or severance
payments), and all other payroll, pension and benefits processing and servicing

expenses;

(b) all outstanding and future amounts owing to or in respect of Persons working as

independent contractors in connection with the Business;

(©) all outstanding or future amounts owing in respect of customer rebates, refunds,

discounts or other amounts on account of similar customer programs or obligations;

(d) all outstanding or future amounts related to honouring customer obligations, whether
existing before or after the date of this Order, including customer financing, product
warranties, pre-payments, deposits, gift cards, Sears Club programs (including
redemptions of Sears Club points) and other customer loyalty programs, offers and
benefits, in each case incurred in the ordinary course of business and consistent with

existing policies and procedures;

(e) the fees and disbursements of any Assistants retained or employed by the Sears

Canada Entities at their standard rates and charges; and

® with the consent of the Monitor, amounts owing for goods or services actually

supplied to the Sears Canada Entities prior to the date of this Order by:
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0] logistics or supply chain providers, including customs brokers and freight
forwarders, fuel providers, repair, maintenance and parts providers, and
security and armoured truck carriers, and including amounts payable in
respect of customs and duties for goods;

(11) providers of information, internet, and other technology, including e-
commerce providers and related services;

(i11) providers of credit, debit and gift card processing related services; and

(iv) other third party suppliers up to a maximum aggregate amount of $25
million, if, in the opinion of the Sears Canada Entities, the supplier is
critical to the business and ongoing operations of the Sears Canada
Entities.

7. THIS COURT ORDERS that, except as otherwise provided to the contrary herein and
subject to the terms of the Definitive Documents, the Sears Canada Entities shall be entitled but
not required to pay all reasonable expenses incurred by them in carrying on the Business in the
ordinary course after this Order, and in carrying out the provisions of this Order and any other

Order of this Court, which expenses shall include, without limitation:

(a) all expenses and capital expenditures reasonably necessary for the preservation of the
Property or the Business including, without limitation, payments on account of
insurance (including directors’ and officers’ insurance), maintenance (including

environmental remediation) and security services; and

(b) payment for goods or services actually supplied to the Sears Canada Entities

following the date of this Order.

8. THIS COURT ORDERS that the Sears Canada Entities shall remit, in accordance with

legal requirements, or pay:

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from the Sears Canada Entities’ employees’ wages, including, without
limitation, amounts in respect of (i) employment insurance, (ii) Canada Pension Plan,

(ii1) Quebec Pension Plan, and (iv) income taxes;
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(b) all goods and services taxes, harmonized sales taxes or other applicable sales taxes
(collectively, “Sales Taxes”) required to be remitted by the Sears Canada Entities in
connection with the sale of goods and services by the Sears Canada Entities, but only
where such Sales Taxes are accrued or collected after the date of this Order, or where
such Sales Taxes were accrued or collected prior to the date of this Order but not

required to be remitted until on or after the date of this Order;

(©) any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business, workers’ compensation or other taxes,
assessments or levies of any nature or kind which are entitled at law to be paid in
priority to claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by the Sears Canada Entities; and

(d) taxes under the Income Tax Act (Canada) or other relevant taxing statutes to the
extent that such taxing statutes give rise to statutory deemed trust amounts in favour
of the Crown in right of Canada or any Province thereof or any political subdivision

thereof or any other taxation authority.

0. THIS COURT ORDERS that, except as specifically permitted herein, the Sears Canada
Entities are hereby directed, until further Order of this Court: (a) to make no payments of
principal, interest thereon or otherwise on account of amounts owing by any one of the Sears
Canada Entities to any of their creditors as of this date; (b) to grant no security interests, trust,
liens, charges or encumbrances upon or in respect of any of the Property; and (c) to not grant
credit or incur liabilities except in the ordinary course of the Business or pursuant to this Order

or any further Order of this Court.
RESTRUCTURING

10. THIS COURT ORDERS that the Sears Canada Entities shall, subject to such
requirements as are imposed by the CCAA, and subject to the terms of the Definitive

Documents, have the right to:
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(a) permanently or temporarily cease, downsize or shut down any of their Business or
operations, and to dispose of redundant or non-material assets not exceeding $2
million in any one transaction or $5 million in the aggregate in any series of related
transactions, provided that, with respect to leased premises, the Sears Canada Entities
may, subject to the requirements of the CCAA and paragraphs 11 to 13 herein,
vacate, abandon or quit the whole (but not part of) and may permanently (but not
temporarily) cease, downsize or shut down any of their Business or operations in

respect of any leased premises;

(b) terminate the employment of such of its employees or temporarily lay off such of its

employees as the relevant Sears Canada Entity deems appropriate; and

(©) pursue all avenues of refinancing, restructuring, selling and reorganizing the Business
or Property, in whole or part, subject to prior approval of this Court being obtained

before any material refinancing, restructuring, sale or reorganization,

all of the foregoing to permit the Sears Canada Entities to proceed with an orderly restructuring

of the Sears Canada Entities and/or the Business (the “Restructuring”).
REAL PROPERTY LEASES

11. THIS COURT ORDERS that until a real property lease is disclaimed or resiliated in
accordance with the CCAA, the Sears Canada Entities shall pay, without duplication, all amounts
constituting rent or payable as rent under real property leases (including, for greater certainty,
common area maintenance charges, utilities and realty taxes and any other amounts payable to
the landlord under its lease, but for greater certainty, excluding accelerated rent or penalties, fees
or other charges arising as a result of the insolvency of any or all of the Sears Canada Entities or
the making of this Order) or as otherwise may be negotiated between the applicable Sears
Canada Entity and the landlord from time to time (“Rent”), for the period commencing from and
including the date of this Order, twice-monthly in equal payments on the first and fifteenth day
of each month, in advance (but not in arrears). On the date of the first of such payments, any
Rent relating to the period commencing from and including the date of this Order shall also be

paid.



133
-8

12.  THIS COURT ORDERS that the Sears Canada Entities shall provide each of the
relevant landlords with notice of the relevant Sears Canada Entity’s intention to remove any
fixtures from any leased premises at least seven (7) days prior to the date of the intended
removal. The relevant landlord shall be entitled to have a representative present in the leased
premises to observe such removal and, if the landlord disputes the entitlement of a Sears Canada
Entity to remove any such fixture under the provisions of the lease, such fixture shall remain on
the premises and shall be dealt with as agreed between any applicable secured creditors, such
landlord and the relevant Sears Canada Entity, or by further Order of this Court upon application
by the Sears Canada Entities on at least two (2) days’ notice to such landlord and any such
secured creditors. If any of the Sears Canada Entities disclaims or resiliates the lease governing
such leased premises in accordance with Section 32 of the CCAA, it shall not be required to pay
Rent under such lease pending resolution of any such dispute (other than Rent payable for the
notice period provided for in Section 32(5) of the CCAA), and the disclaimer or resiliation of the
lease shall be without prejudice to the relevant Sears Canada Entity’s claim to the fixtures in

dispute.

13. THIS COURT ORDERS that if a notice of disclaimer or resiliation is delivered
pursuant to Section 32 of the CCAA by any of the Sears Canada Entities, then: (a) during the
notice period prior to the effective time of the disclaimer or resiliation, the landlord may show
the affected leased premises to prospective tenants during normal business hours, on giving the
relevant Sears Canada Entity and the Monitor 24 hours’ prior written notice; and (b) at the
effective time of the disclaimer or resiliation, the relevant landlord shall be entitled to take
possession of any such leased premises without waiver of or prejudice to any claims or rights
such landlord may have against the relevant Sears Canada Entity in respect of such lease or
leased premises, provided that nothing herein shall relieve such landlord of its obligation to

mitigate any damages claimed in connection therewith.

NO PROCEEDINGS AGAINST THE SEARS CANADA ENTITIES, THE BUSINESS OR
THE PROPERTY

14. THIS COURT ORDERS that until and including July 22, 2017, or such later date as
this Court may order (the “Stay Period”), no proceeding or enforcement process in any court or

tribunal (each, a “Proceeding”) shall be commenced or continued against or in respect of the
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Sears Canada Entities or the Monitor or their respective employees and representatives acting in
such capacities, or affecting the Business or the Property, except with the written consent of the
Sears Canada Entities and the Monitor, or with leave of this Court, and any and all Proceedings
currently under way against or in respect of the Sears Canada Entities or affecting the Business

or the Property are hereby stayed and suspended pending further Order of this Court.
NO EXERCISE OF RIGHTS OR REMEDIES

15. THIS COURT ORDERS that during the Stay Period, no Person having any agreements
or arrangements with the owners, operators, managers or landlords of commercial shopping
centres or other commercial properties (including retail, office and industrial (warehouse)
properties) in which there is located a store, office or warehouse owned or operated by the Sears
Canada Entities shall take any Proceedings or exercise any rights or remedies under such
agreements or arrangements that may arise upon and/or as a result of the making of this Order,
the insolvency of, or declarations of insolvency by, any or all of the Sears Canada Entities, or as
a result of any steps taken by the Sears Canada Entities pursuant to this Order and, without
limiting the generality of the foregoing, no Person shall terminate, accelerate, suspend, modify,
determine or cancel any such arrangement or agreement or be entitled to exercise any rights or

remedies in connection therewith.

16. THIS COURT ORDERS that during the Stay Period, no Person having any agreements
or arrangements with the Hometown Dealers or the Corbeil Franchisees shall take any
Proceedings or exercise any rights or remedies under such agreements or arrangements that may
arise upon and/or as a result of the making of this Order, the insolvency of, or declarations of
insolvency by, any or all of the Sears Canada Entities, or as a result of any steps taken by the
Sears Canada Entities pursuant to this Order and, without limiting the generality of the
foregoing, no Person shall terminate, accelerate, suspend, modify, determine or cancel any such
arrangement or agreement or be entitled to exercise any rights or remedies in connection

therewith.

17. THIS COURT ORDERS that during the Stay Period all rights and remedies, of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being “Persons” and each being a “Person’’) against or in respect of the

Sears Canada Entities or the Monitor or their respective employees and representatives acting in
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such capacities, or affecting the Business or the Property, are hereby stayed and suspended,
except with the written consent of the Sears Canada Entities and the Monitor, or leave of this
Court, provided that nothing in this Order shall: (a) empower the Sears Canada Entities to carry
on any business that the Sears Canada Entities are not lawfully entitled to carry on; (b) affect
such investigations, actions, suits or proceedings by a regulatory body as are permitted by
Section 11.1 of the CCAA; (c) prevent the filing of any registration to preserve or perfect a
security interest; (d) prevent the registration of a claim for lien; (e) prevent any holder of a valid
and enforceable right of first refusal, option to purchase or other similar right in respect of any
real property from being entitled to exercise all such rights; or (f) empower the Sears Canada
Entities to fail to comply with their obligations under leases (other than the payment of rent on a
twice-monthly basis, in accordance with paragraph 11 herein), operating agreements or similar

agreements for the period from and after the commencement of this proceeding.

NO INTERFERENCE WITH RIGHTS

18. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, lease, sublease, licence or permit in favour of or held by the Sears Canada
Entities, except with the written consent of the Sears Canada Entities and the Monitor, or leave
of this Court. Without limiting the foregoing, no right, option, remedy, and/or exemption in
favour of the relevant Sears Canada Entity shall be or shall be deemed to be negated, suspended,

waived and/or terminated as a result of this Order.
CONTINUATION OF SERVICES

19. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with the Sears Canada Entities or statutory or regulatory mandates for the supply of
goods and/or services, including without limitation all trademark license and other intellectual
property, computer software, communication and other data services, centralized banking
services, payroll and benefit services, insurance, warranty services, transportation services,
freight services, security and armoured truck carrier services, utility, customs clearing,
warehouse and logistics services or other services to the Business or the Sears Canada Entities
are hereby restrained until further Order of this Court from discontinuing, altering, interfering

with or terminating the supply or license of such goods, services, trademarks and other
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intellectual property as may be required by the Sears Canada Entities, and that the Sears Canada
Entities shall be entitled to the continued use of the trademarks and other intellectual property
currently licensed to, used or owned by the Sears Canada Entities, premises, telephone numbers,
facsimile numbers, internet addresses and domain names, provided in each case that the normal
prices or charges for all such goods or services received after the date of this Order are paid by
the Sears Canada Entities in accordance with normal payment practices of the Sears Canada
Entities or such other practices as may be agreed upon by the supplier or service provider and

each of the Sears Canada Entities and the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

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

Order shall derogate from the rights conferred and obligations imposed by the CCAA.
KEY EMPLOYEE RETENTION PLAN

21. THIS COURT ORDERS that the Key Employee Retention Plan (the “KERP”), as
described in the Wong Affidavit, is hereby approved and the Sears Canada Entities are
authorized to make payments contemplated thereunder in accordance with the terms and

conditions of the KERP.

22. THIS COURT ORDERS that the key employees referred to in the KERP (the “Key
Employees™) shall be entitled to the benefit of and are hereby granted the following charges on
the Property, which charges shall not exceed: (a) an aggregate amount of $4.6 million (the
“KERP Priority Charge”) to secure the first $4.6 million payable to the Key Employees under
the KERP; and (b) an aggregate amount of $4.6 million (the “KERP Subordinated Charge”) to
secure any other payments to the Key Employees under the KERP. The KERP Priority Charge
and the KERP Subordinated Charge shall have the priority set out in paragraphs 47, 48 and 50

hereof.
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APPROVAL OF FINANCIAL ADVISOR AGREEMENT

23. THIS COURT ORDERS that the agreement dated May 15, 2017 engaging BMO
Nesbitt Bums Inc. (the “Financial Advisor”) as financial advisor to SCI and attached as
Confidential Appendix C to the Pre-Filing Report (the “Financial Advisor Agreement”), and
the retention of the Financial Advisor under the terms thereof, is hereby ratified and approved
and SCI is authorized and directed nunc pro tunc to make the payments contemplated thereunder

in accordance with the terms and conditions of the Financial Advisor Agreement.

24.  THIS COURT ORDERS that the Financial Advisor shall be entitled to the benefit of
and is hereby granted a charge (the “FA Charge”) on the Property, which charge shall not
exceed an aggregate amount of $3.3 million, as security for the fees and disbursements payable
under the Financial Advisor Agreement, both before and after the making of this Order in respect
of these proceedings. The FA Charge shall have the priority set out in paragraphs 47, 48 and 50

hereof.
PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

25. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of the; Sears Canada Entities with respect to
any claim against the directors or officers that arose before the date hereof and that relates to any
obligations of the Sears Canada Entities whereby the directors or officers are alleged under any
law to be liable in their capacity as directors or officers for the payment or performance of such
obligations, until a compromise or arrangement in respect of the Sears Canada Entities, if one is
filed, is sanctioned by this Court or is refused by the creditors of the Sears Canada Entities or this

Court.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

26. THIS COURT ORDERS that the Sears Canada Entities shall jointly and severally
indemnify their directors and officers against obligations and liabilities that they may incur as
directors or officers of the Sears Canada Entities after the commencement of the within

proceedings, except to the extent that, with respect to any officer or director, the obligation or
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liability was incurred as a result of the director’s or officer’s gross negligence or wilful

misconduct.

27. THIS COURT ORDERS that the directors and officers of the Sears Canada Entities
shall be entitled to the benefit of and are hereby granted the following charges on the Property,
which charges shall not exceed: (a) an aggregate amount of $44 million (the “Directors’
Priority Charge”); and (b) an aggregate amount of $19.5 million (the “Directors’
Subordinated Charge”), respectively, and in each case, as security for the indemnity provided
in paragraph 26 of this Order. The Directors’ Priority Charge and the Directors’ Subordinated
Charge shall have the priority set out in paragraphs 47, 48 and 50 hereof.

28. THIS COURT ORDERS that, notwithstanding any language in any applicable
insurance policy to the contrary: (a) no insurer shall be entitled to be subrogated to or claim the
benefit of the Directors’ Priority Charge and the Directors’ Subordinated Charge; and (b) the
Sears Canada Entities’ directors and officers shall only be entitled to the benefit of the Directors’
Priority Charge and the Directors’ Subordinated Charge to the extent that they do not have
coverage under any directors’ and officers’ insurance policy, or to the extent that such coverage

is insufficient to pay amounts indemnified in accordance with paragraph 26 of this Order.
APPOINTMENT OF MONITOR

29. THIS COURT ORDERS that FTI is hereby appointed pursuant to the CCAA as the
Monitor, an officer of this Court, to monitor the Business and financial affairs of the Sears
Canada Entities with the powers and obligations set out in the CCAA or set forth herein and that
the Sears Canada Entities and their shareholders, officers, directors, and Assistants shall advise
the Monitor of all material steps taken by the Sears Canada Entities pursuant to this Order, and
shall co-operate fully with the Monitor in the exercise of its powers and discharge of its
obligations and provide the Monitor with the assistance that is necessary to enable the Monitor to

adequately carry out the Monitor’s functions.

30. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the Sears Canada Entities’ receipts and disbursements;
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(b) liaise with the Sears Canada Entities and the Assistants and, if determined by the
Monitor to be necessary, the Hometown Dealers and Corbeil Franchisees, with
respect to all matters relating to the Property, the Business, the Restructuring and

such other matters as may be relevant to the proceedings herein;

(©) report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business, the Restructuring and

such other matters as may be relevant to the proceedings herein;

(d) assist the Sears Canada Entities, to the extent required by the Sears Canada Entities,
in their dissemination of financial and other information to the DIP ABL Agent, the
DIP ABL Lenders, the DIP Term Agent, the DIP Term Lenders and each of their
respective counsel and financial advisors, pursuant to and in accordance with the

Definitive Documents;

(e) advise the Sears Canada Entities in their preparation of the Sears Canada Entities’
cash flow statements and any reporting required by the Definitive Documents, which
information shall be reviewed with the Monitor and delivered to the DIP ABL Agent,
the DIP ABL Lenders, the DIP Term Agent, the DIP Term Lenders and each of their
respective counsel and financial advisors, pursuant to and in accordance with the

Definitive Documents;

) advise the Sears Canada Entities in their development of the Plan and any

amendments to the Plan;

(g) assist the Sears Canada Entities, to the extent required by the Sears Canada Entities,
with the holding and administering of creditors’ or shareholders’ meetings for voting

on the Plan;

(h) have full and complete access to the Property (including any Property in the
possession of the Hometown Dealers and the Corbeil Franchisees), including the
premises, books, records, data, including data in electronic form, and other financial

documents of the Sears Canada Entities, to the extent that is necessary to adequately
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assess the Business and the Sears Canada Entities’ financial affairs or to perform its

duties arising under this Order;

(1) be at liberty to engage independent legal counsel or such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order;

)] assist the Sears Canada Entities, to the extent required by the Sears Canada Entities,
with any matters relating to any foreign proceeding commenced in relation to any of
the Sears Canada Entities, including retaining independent legal counsel, agents,
experts, accountants, or such other persons as the Monitor deems necessary or

desirable respecting the exercise of this power; and

&) perform such other duties as are required by this Order or by this Court from time to

time.

31. THIS COURT ORDERS that the Monitor shall not take possession of the Property and
shall take no part whatsoever in the management or supervision of the management of the
Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof.

32. THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the “Environmental Legislation”), provided however that nothing herein shall
exempt the Monitor from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Monitor shall not, as a result of this Order or anything done in

pursuance of the Monitor’s duties and powers under this Order, be deemed to be in Possession of
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any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.

33. THIS COURT ORDERS that the Monitor shall provide any creditor of the Sears
Canada Entities, the DIP ABL Agent, the DIP ABL Lenders, the DIP Term Agent and the DIP
Term Lenders with information provided by the Sears Canada Entities in response to reasonable
requests for information made in writing by such creditor addressed to the Monitor. The Monitor
shall not have any responsibility or liability with respect to the information disseminated by it
pursuant to this paragraph. In the case of information that the Monitor has been advised by the
Sears Canada Entities is confidential, the Monitor shall not provide such information to creditors
unless otherwise directed by this Court or on such terms as the Monitor and the Sears Canada

Entities may agree.

34. THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall

derogate from the protections afforded the Monitor by the CCAA or any applicable legislation.

35. THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the Sears
Canada Entities and counsel to the Board of Directors and the Special Committee shall be paid
their reasonable fees and disbursements, in each case at their standard rates and charges, whether
incurred prior to or subsequent to the date of this Order, by the Sears Canada Entities as part of
the costs of these proceedings. The Sears Canada Entities are hereby authorized and directed to
pay the accounts of the Monitor, counsel to the Monitor, counsel to the Sears Canada Entities
and counsel to the Board of Directors and the Special Committee on a weekly basis and, in
addition, the Sears Canada Entities are hereby authorized to pay to the Monitor, counsel to the
Monitor, counsel to the Sears Canada Entities and counsel to the Board of Directors and the
Special Committee, retainers in the aggregate amount of $700,000, to be held by them as security

for payment of their respective fees and disbursements outstanding from time to time.

36. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitor and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.
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37. THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the Sears
Canada Entities and counsel to the Board of Directors and the Special Committee shall be
entitled to the benefit of and are hereby granted a charge (the “Administration Charge”) on the
Property, which charge shall not exceed an aggregate amount of $5 million, as security for their
professional fees and disbursements incurred at their respective standard rates and charges, both
before and after the making of this Order in respect of these proceedings. The Administration

Charge shall have the priority set out in paragraphs 47, 48 and 50 hereof.
DIP FINANCING

38. THIS COURT ORDERS that the Sears Canada Entities are hereby authorized and

empowered to obtain and borrow or guarantee, as applicable, on a joint and several basis, under:

(a) the Senior Secured Superpriority Debtor-in-Possession Amended and Restated Credit
Agreement dated as of June 22, 2017 and attached to the Wong Affidavit as Exhibit
K, among the Sears Canada Entities, the DIP ABL Agent and the lenders from time to
time party thereto (the “DIP ABL Lenders”) (as may be amended, restated,
supplemented and/or modified, subject to approval of this Court in respect of any
amendment that the Monitor determines to be material, the “DIP ABL Credit
Agreement”), in order to finance the Sears Canada Entities’ working capital
requirements and other general corporate purposes and capital expenditures, all in
accordance with the Definitive Documents, provided that borrowings under DIP ABL
Credit Agreement shall not exceed $300 million unless permitted by further Order of
this Court (the “DIP ABL Credit Facility”); and

(b) the Senior Secured Superpriority Credit Agreement dated as of June 22, 2017 and
attached to the Wong Affidavit as Exhibit K, among the Sears Canada Entities, the
DIP Term Agent and the lenders from time to time party thereto (the “DIP Term
Lenders”) (as may be amended, restated, supplemented and/or modified, subject to
approval of this Court in respect of any amendment that the Monitor determines to be
material, the “DIP Term Credit Agreement”), in order to finance the Sears Canada
Entities’ working capital requirements and other general corporate purposes and
capital expenditures, all in accordance with the Definitive Documents, provided that

borrowings under the DIP Term Credit Agreement shall not exceed $150 million
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unless permitted by further Order of this Court (the “DIP Term Credit Facility”, and
together with the DIP ABL Credit Facility, the “DIP Facilities™).

39. THIS COURT ORDERS that the DIP Facilities shall be on the terms and subject to the
conditions set forth in the DIP ABL Credit Agreement, the DIP Term Credit Agreement and the

other Definitive Documents.

40. THIS COURT ORDERS that the Sears Canada Entities are hereby authorized and
empowered to execute and deliver the DIP ABL Credit Agreement, the DIP Term Credit
Agreement and such mortgages, charges, hypothecs and security documents, guarantees and
other definitive documents (collectively, and including any schedules (as amended and updated
from time to time) thereto, the “Definitive Documents™), as are contemplated by the DIP ABL
Credit Agreement and the DIP Term Credit Agreement or as may be reasonably required by the
DIP ABL Agent on behalf of the DIP ABL Lenders and the DIP Term Agent on behalf of the
DIP Term Lenders pursuant to the terms thereof, as applicable, and the Sears Canada Entities are
hereby authorized and directed to pay and perform all of its indebtedness, interest, fees, liabilities
and obligations to the DIP ABL Agent, the DIP ABL Lenders, the DIP Term Agent and the DIP
Term Lenders under and pursuant to the Definitive Documents as and when the same become

due and are to be performed, notwithstanding any other provision of this Order.

41. THIS COURT ORDERS that the DIP ABL Agent and the DIP ABL Lenders shall be
entitled to the benefit of and are hereby granted a charge (the “DIP ABL Lenders’ Charge”) on
the Property as security for any and all Obligations (as defined in the DIP ABL Credit
Agreement) other than the Prepetition Obligations (as defined in the DIP ABL Credit
Agreement) (including on account of principal, interest, fees, expenses and other liabilities, and
the aggregate of all such obligations, the “DIP ABL Obligations”), which DIP ABL Lenders’
Charge shall be in the aggregate amount of the DIP ABL Obligations outstanding at any given
time under the DIP ABL Credit Agreement. The DIP ABL Lenders’ Charge shall not secure an
obligation that exists before this Order is made. The DIP ABL Lenders’ Charge shall have the
priority set out in paragraphs 47, 48 and 50 hereof.

42. THIS COURT ORDERS that the DIP Term Agent and the DIP Term Lenders shall be
entitled to the benefit of and are hereby granted a charge (the “DIP Term Lenders’ Charge”) on

the Property as security for any and all Obligations (as defined in DIP Term Credit Agreement)
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(including on account of principal, interest, fees, expenses and other liabilities, and the aggregate
of all such obligations, the “DIP Term Obligations”), which DIP Term Lenders’ Charge shall
be in the aggregate amount of the DIP Term Obligations outstanding at any given time under the
DIP Term Credit Agreement. The DIP Term Lenders’ Charge shall not secure an obligation that
exists before this Order is made. The DIP Term Lenders’ Charge shall have the priority set out in

paragraphs 47, 48 and 50 hereof.
43. [Intentionally deleted.]
44, THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP ABL Agent on behalf of the DIP ABL Lenders, as applicable, may take such
steps from time to time as they may deem necessary or appropriate to file, register,
record or perfect the DIP ABL Lenders’ Charge, the DIP ABL Credit Agreement or

any of the other Definitive Documents;

(b) the DIP Term Agent on behalf of the DIP Term Lenders, as applicable, may take such
steps from time to time as they may deem necessary or appropriate to file, register,
record or perfect the DIP Term Lenders’ Charge, the DIP Term Credit Agreement or

any of the other Definitive Documents;

(©) upon the occurrence of an event of default under the DIP ABL Credit Agreement, the
other related Definitive Documents or the DIP ABL Lenders’ Charge, the DIP ABL
Agent and the DIP ABL Lenders, as applicable, may, subject to the provisions of the
DIP ABL Credit Agreement with respect to the giving of notice or otherwise, and in
accordance with the DIP ABL Credit Agreement, the other related Definitive
Documents and the DIP ABL Lenders’ Charge, as applicable, cease making advances
to the Sears Canada Entities, make demand, accelerate payment and give other
notices; provided that, the DIP ABL Agent and the DIP ABL Lenders must apply to
this Court on seven (7) days’ prior written notice (which may include the service of
materials in connection with such an application to this Court) to the Sears Canada
Entities, the DIP Term Agent, the DIP Term Lenders and the Monitor, to enforce
against or exercise any other rights and remedies with respect to the Sears Canada

Entities or any of the Property (including to set off and/or consolidate any amounts
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owing by the DIP ABL Agent and the DIP ABL Lenders to the Sears Canada Entities
against the obligations of the Sears Canada Entities to the DIP ABL Agent and the
DIP ABL Lenders under the DIP ABL Credit Agreement, the other related Definitive
Documents or the DIP ABL Lenders’ Charge), to appoint a receiver, receiver and
manager or interim receiver, or to seek a bankruptcy order against the Sears Canada

Entities and to appoint a trustee in bankruptcy of the Sears Canada Entities;

(d) upon the occurrence of an event of default under the DIP Term Credit Agreement, the
other related Definitive Documents or the DIP Term Lenders’ Charge, the DIP Term
Agent and the DIP Term Lenders, as applicable, may, subject to the provisions of the
DIP Term Credit Agreement with respect to the giving of notice or otherwise, and in
accordance with the DIP Term Credit Agreement, the other related Definitive
Documents and the DIP Term Lenders’ Charge, as applicable, cease making advances
to the Sears Canada Entities, make demand, accelerate payment and give other
notices; provided that, the DIP Term Agent and the DIP Term Lenders must apply to
this Court on seven (7) days’ prior written notice (which may include the service of
materials in connection with such an application to this Court) to the Sears Canada
Entities, the DIP ABL Agent, the DIP ABL Lenders and the Monitor, to enforce
against or exercise any other rights and remedies with respect to the Sears Canada
Entities or any of the Property (including to set off and/or consolidate any amounts
owing by the DIP Term Agent and the DIP Term Lenders to the Sears Canada
Entities against the obligations of the Sears Canada Entities to the DIP Term Agent
and the DIP Term Lenders under the DIP Term Credit Agreement, the other related
Definitive Documents or the DIP Term Lenders’ Charge), to appoint a receiver,
receiver and manager or interim receiver, or to seek a bankruptcy order against the
Sears Canada Entities and to appoint a trustee in bankruptcy of the Sears Canada

Entities; and

(e) the foregoing rights and remedies of the DIP ABL Agent, the DIP ABL Lenders, the
DIP Term Agent and the DIP Term Lenders shall be enforceable against any trustee
in bankruptcy, interim receiver, receiver or receiver and manager of the Sears Canada

Entities or the Property.
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45.  THIS COURT ORDERS AND DECLARES that the DIP ABL Agent, the DIP ABL
Lenders, the DIP Term Agent and the DIP Term Lenders shall be treated as unaffected in any
plan of arrangement or compromise filed by the Sears Canada Entities or any of them under the
CCAA, or any proposal filed by the Sears Canada Entities or any of them under the Bankruptcy
and Insolvency Act of Canada (the “BIA”), with respect to any advances made under the DIP
ABL Credit Agreement, the DIP Term Credit Agreement and the other Definitive Documents.

46. THIS COURT ORDERS AND DECLARES that this Order is subject to provisional
execution and that if any of the provisions of this Order in connection with the DIP ABL Credit
Agreement, the DIP Term Credit Agreement, the other Definitive Documents, the DIP ABL
Lenders’ Charge or the DIP Term Lenders’ Charge shall subsequently be stayed, modified,
varied, amended, reversed or vacated in whole or in part (collectively, a “Variation”) whether
by subsequent order of this Court on or pending an appeal from this Order, such Variation shall
not in any way impair, limit or lessen the priority, protections, rights or remedies of the DIP ABL
Agent, the DIP ABL Lenders, the DIP Term Agent and the DIP Term Lenders whether under
this Order (as made prior to the Variation), under the DIP ABL Credit Agreement, the DIP Term
Credit Agreement and the other Definitive Documents, with respect to any advances made prior
to the DIP ABL Agent, the DIP ABL Lenders, the DIP Term Agent or the DIP Term Lenders
being given notice of the Variation and the DIP ABL Agent, the DIP ABL Lenders, the DIP
Term Agent and the DIP Term Lenders shall be entitled to rely on this Order as issued
(including, without limitation, the DIP ABL Lenders’ Charge and the DIP Term Lenders’

Charge) for all advances so made.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

47. THIS COURT ORDERS that the priorities of the Administration Charge, the FA
Charge, the DIP ABL Lenders’ Charge, the DIP Term Lenders’ Charge, the Directors’ Priority
Charge, the Directors’ Subordinated Charge, the KERP Priority Charge and the KERP
Subordinated Charge (collectively, the “Charges”), as among them, with respect to ABL Priority
Collateral (as defined in the Intercreditor Agreement dated March 20, 2017 and attached as
Exhibit J to the Wong Affidavit) shall be as follows:

First — Administration Charge, to the maximum amount of $5 million, and the FA

Charge, to the maximum amount of $3.3 million, on a pari passu basis;
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Second — KERP Priority Charge, to the maximum amount of $4.6 million;
Third — Directors’ Priority Charge, to the maximum amount of $44 million;

Fourth — DIP ABL Lenders’ Charge, to the maximum amount of the quantum of
the DIP ABL Obligations at the relevant time;

Fifth — the DIP Term Lenders’ Charge, to the maximum amount of the quantum

of the DIP Term Obligations at the relevant time;
Sixth — KERP Subordinated Charge, to the maximum amount of $4.6 million; and

Seventh — the Directors’ Subordinated Charge, to the maximum amount of $19.5

million.

48. THIS COURT ORDERS that the priorities of the Charges as among them, with respect
to all Property other than the ABL Priority Collateral shall be as follows:

First — Administration Charge, to the maximum amount of $5 million, and the FA

Charge, to the maximum amount of $3.3 million, on a pari passu basis;
Second — KERP Priority Charge, to the maximum amount of $4.6 million;
Third — Directors’ Priority Charge, to the maximum amount of $44 million;

Fourth — DIP Term Lenders’ Charge, to the maximum amount of the quantum of

the DIP Term Obligations at the relevant time;

Fifth — DIP ABL Lenders’ Charge, to the maximum amount of the quantum of the
DIP ABL Obligations at the relevant time;

Sixth — KERP Subordinated Charge, to the maximum amount of $4.6 million; and

Seventh — the Directors’ Subordinated Charge, to the maximum amount of $19.5

million.

49. THIS COURT ORDERS that the filing, registration or perfection of the Charges shall

not be required, and that the Charges shall be valid and enforceable for all purposes, including as



148
223 -

against any right, title or interest filed, registered, recorded or perfected subsequent to the
Charges coming into existence, notwithstanding any such failure to file, register, record or

perfect.

50. THIS COURT ORDERS that each of the Charges shall constitute a charge on the
Property, and such Charges shall rank in priority to all other security interests, trusts (including
constructive trusts), liens, charges and encumbrances, claims of secured creditors, statutory or
otherwise (including without limitation any deemed trust that may be created under the Ontario
Pension Benefits Act) (collectively, “Encumbrances”) other than (a) any Person with a properly
perfected purchase money security interest under the Personal Property Security Act (Ontario) or
such other applicable provincial legislation that has not been served with notice of this Order;

and (b) statutory super-priority deemed trusts and liens for unpaid employee source deductions.

51. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Sears Canada Entities shall not grant any Encumbrances over
any of the Property that rank in priority to, or pari passu with, any of the Charges, unless the
Sears Canada Entities also obtain the prior written consent of the Monitor, the DIP ABL Agent
on behalf of the DIP ABL Lenders, the DIP Term Agent on behalf of the DIP Term Lenders and
the other beneficiaries of affected Charges, or further Order of this Court.

52. THIS COURT ORDERS that the Charges, the DIP ABL Credit Agreement, the DIP
Term Credit Agreement, and the other Definitive Documents shall not be rendered invalid or
unenforceable and the rights and remedies of the chargees entitled to the benefit of the Charges
(collectively, the “Chargees”™) thereunder shall not otherwise be limited or impaired in any way
by: (a) the pendency of these proceedings and the declarations of insolvency made herein; (b)
any application(s) for bankruptcy order(s) issued pursuant to BIA, or any bankruptcy order made
pursuant to such applications; (c) the filing of any assignments for the general benefit of
creditors made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or (e)
any negative covenants, prohibitions or other similar provisions with respect to borrowings,
incurring debt or the creation of Encumbrances, contained in any existing loan documents, lease,
sublease, offer to lease or other agreement (collectively, an “Agreement”) that binds the Sears

Canada Entities, and notwithstanding any provision to the contrary in any Agreement:
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(1) neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of the DIP ABL Credit Agreement, the DIP
Term Credit Agreement or the other Definitive Documents shall create or
be deemed to constitute a breach by the Sears Canada Entities of any
Agreement to which it is a party;

(i1) none of the Chargees shall have any liability to any Person whatsoever as
a result of any breach of any Agreement caused by or resulting from the
Sears Canada Entities entering into the DIP ABL Credit Agreement and
the DIP Term Credit Agreement, the creation of the Charges, or the
execution, delivery or performance of the other Definitive Documents; and

(iii) the payments made by the Sears Canada Entities pursuant to this Order,
the DIP ABL Credit Agreement, the DIP Term Credit Agreement or the
other Definitive Documents, and the granting of the Charges, do not and
will not constitute preferences, fraudulent conveyances, transfers at
undervalue, oppressive conduct, or other challengeable or voidable
transactions under any applicable law.

53. THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be a Charge in the relevant Sears Canada Entity’s interest in such

real property leases.

54, THIS COURT ORDERS that, notwithstanding any other provision of this Order, the
L/C Collateral Account (as defined in the DIP ABL Credit Agreement) shall be deemed to be
subject to a lien, security, charge and security interest in favour of the DIP ABL Agent solely for
the reimbursement obligation of SCI related to the letters of credit issued under the Wells Fargo
Credit Agreement which remain undrawn from and after the Comeback Motion (as defined
herein). The Charges as they may attach to the L/C Collateral Account, including by operation of
law or otherwise: (a) shall rank junior in priority to the lien, security, charge and security interest
in favour of the DIP ABL Agent in respect of the L/C Collateral Account; and (b) shall attach to
the L/C Collateral Account only to the extent of the rights, if any, of any Sears Canada Entity to
the return of any cash from the L/C Collateral Account in accordance with the DIP ABL Credit

Agreement.
CORPORATE MATTERS

55. THIS COURT ORDERS that SCI be and is hereby relieved of any obligation to call and

hold an annual meeting of its shareholders until further Order of this Court.
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56. THIS COURT ORDERS that SCI be and is hereby relieved of any obligation to appoint
any new directors until further Order of this Court.

SERVICE AND NOTICE

57.  THIS COURT ORDERS that the Monitor shall: (a) without delay, publish in The Globe
and Mail (National Edition) and La Presse a notice containing the information prescribed under
the CCAA; and (b) within five days after the date of this Order, (i) make this Order publicly
available in the manner prescribed under the CCAA, (ii) send or cause to be sent, in the
prescribed manner, a notice to every known creditor who has a claim against the Sears Canada
Entities of more than $1,000 (excluding individual employees, former employees with pension
and/or retirement savings plan entitlements, and retirees and other beneficiaries who have
entitlements under any pension or retirement savings plans), and (iii) prepare a list showing the
names and addresses of those creditors and the estimated amounts of those claims, and make it
publicly available in the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA
and the regulations made thereunder, provided that the Monitor shall not make the claims, names

and addresses of the individuals who are creditors publicly available.

S8. THIS COURT ORDERS that the Monitor shall create, maintain and update as
necessary a list of all Persons appearing in person or by counsel in this proceeding (the “Service
List”). The Monitor shall post the Service List, as may be updated from time to time, on the
Monitor’s Website (as defined herein) as part of the public materials to be made available
thereon in relation to this proceeding. Notwithstanding the foregoing, the Monitor shall have no

liability in respect of the accuracy of or the timeliness of making any changes to the Service List.

59. THIS COURT ORDERS that any employee of any of the Sears Canada Entities that
receives a notice of termination from any of the Sears Canada Entities shall be deemed to have
received such notice of termination by no more than the seventh day following the date such
notice of termination is delivered, if such notice of termination is sent by ordinary mail, courier

or registered mail.

60. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of

documents made 1n accordance with the Protocol (which can be found on the Commercial List
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website at

commercial/) shall be valid and effective service. Subject to Rule 17.05, this Order shall
constitute an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service
of documents in accordance with the Protocol will be effective on transmission. This Court
further orders that a Case Website shall be established in accordance with the Protocol with the

following URL: cfcanada.fticonsulting.com/searscanada (the “Monitor’s Website”).

61.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Sears Canada Entities and the Monitor are at liberty to
serve or distribute this Order, any other materials and orders in these proceedings, any notices or
other correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier,
personal delivery or electronic transmission to the Sears Canada Entities’ creditors or other
interested parties at their respective addresses as last shown on the records of the Sears Canada
Entities and that any such service or distribution by courier, personal delivery or electronic
transmission shall be deemed to be received on the next business day following the date of

forwarding thereof, or if sent by ordinary mail, on the third business day after mailing.

62. THIS COURT ORDERS that the Applicants, the Monitor, the Financial Advisor, the
DIP Term Agent on behalf of the DIP Term Lenders and the DIP ABL Agent on behalf of the
DIP ABL Lenders, and their respective counsel are at liberty to serve or distribute this Order, any
other materials and orders as may be reasonably required in these proceedings, including any
notices, or other correspondence, by forwarding true copies thereof by electronic message to the
Applicants’ creditors or other interested parties and their advisors. For greater certainty, any such
distribution or service shall be deemed to be in satisfaction of a legal or juridical obligation, and
notice requirements within the meaning of clause 3(c¢) of the Electronic Commerce Protection

Regulations, Reg. 81000-2-175 (SOR/DORS).
COMEBACK MOTION

63. THIS COURT ORDERS that the comeback motion shall be heard on July 13, 2017 (the

“Comeback Motion™).
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GENERAL

64. THIS COURT ORDERS that the Sears Canada Entities or the Monitor may from time
to time apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.

65. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from
acting as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of the

Sears Canada Entities, the Business or the Property.

66. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect to this Order and to assist the Sears Canada Entities, the Monitor and their respective
agents in carrying out the terms of this Order. All courts, tribunals, regulatory and administrative
bodies are hereby respectfully requested to make such orders and to provide such assistance to
the Sears Canada Entities and to the Monitor, as an officer of this Court, as may be necessary or
desirable to give effect to this Order, to grant representative status to the Monitor in any foreign
proceeding, or to assist the Sears Canada Entities and the Monitor and their respective agents in

carrying out the terms of this Order.

67. THIS COURT ORDERS that each of the Applicants and the Monitor be at liberty and
are hereby authorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and for assistance in
carrying out the terms of this Order, and that the Monitor is authorized and empowered to act as
a representative in respect of the within proceedings for the purpose of having these proceedings
recognized in a jurisdiction outside Canada, including acting as the foreign representative of the
Applicants to apply to the United States Bankruptcy Court for relief pursuant to Chapter 15 of
the United States Bankruptcy Code, 11 U.S.C. §§ 101-1515, as amended, and to act as foreign
representative in respect of any such proceedings and any ancillary relief in respect thereto, and

to take such other steps as may be authorized by the Court.

68. THIS COURT ORDERS that any interested party (including the Sears Canada Entities

and the Monitor) may apply to this Court to vary or amend this Order at the Comeback Motion
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on not less than seven (7) calendar days’ notice to any other party or parties likely to be affected

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

69.  THIS COURT ORDERS that Confidential Appendix B and Confidential Appendix C to
the Pre-Filing Report shall be and are hereby sealed, kept confidential and shall not form part of
the public record pending further Order of this Court.

70.  THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.

ENTERED AT / INSCRIT A TORONTO
ON/BOOK NO:
LE / DANS LE REGISTRE NO:

JUL 13 2017

PER / PAR: PQ
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| This is Exhibit “G” referred to in the Affidavit of
William Richard Harker, sworn before me at
et pod , New Jersey, United States
| of America, on August 10, 2018.

o/
R
{A Notary Public in and for the

Jersey) f

JEREMY FORTUNATO
NOTARY FUBLIC OF NEW JERSEY
My Commission Expires 4/27/2022



Court File No. CV-17-11846-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. ) FRIDAY, THE 8"
JUSTICE MAINEY ) DAY OF DECEMBER, 2017

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., CORBEIL
ELECTRIQUE INC., S.L.H. TRANSPORT INC., THE CUT INC.,
SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., INITIUM COMMERCE LABS INC., INITIUM
TRADING AND SOURCING CORP.,, SEARS FLOOR
COVERING CENTRES INC., 173470 CANADA INC., 2497089
ONTARIO INC,, 6988741 CANADA INC,, 10011711 CANADA
INC,, 1592580 ONTARIO LIMITED, 955041 ALBERTA LTD.,
4201531 CANADA INC., 168886 CANADA INC., AND 3339611
CANADA INC.

(each, an “Applicant”, and collectively, the “Applicants™)

CLAIMS PROCEDURE ORDER
THIS MOTION, made by the Applicants, pursuant to the Companies’ Creditors
Arrangement Act, R.S.C. 1985, ¢. ¢-36, as amended (the “CCAA”) for an order establishing a
claims procedurc for the identification and quantification of certain claims against (i) the
Applicants and SearsConnect (collectively, the “Sears Canada Entities”) and (i1) the current and
former directors and officers of the Sears Canada Entities, was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING the Notice of Motion of the Applicants, the Affidavit of Billy Wong sworn

on December [, 2017 including the exhibits thereto, the Eighth Report of FTT Consulting Canada
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Inc., in its capacity as monitor (the “Mouitor™), filed, and on heaning the submissions of respective
counsel for the Applicants, the Monitor, Pension Representative Counsel (as deflined below),
Employee Representative Counsel (as defined below), the Pension Plan Administrator (as defined
below), the Superintendent (as defined below), and such other counsel as were present, no onc else
appearing although duly served-as appears [rom the Affidavits of Service of Justine Erickson
sworn December 4, 2017,

SERVICE

l. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion

Record herein is hereby abridged and validated so that this Motion is properly returnable today
and hereby dispenses with further service therecof.

DEFINITIONS AND INTERPRETATION

2 THIS COURT ORDERS that any capitalized term used and not defined herein shall have

<.

the meaning ascribed thereto in the Amended and Restated Initial Order in these proceedings dated

June 22,2017 as amended, restated, supplemented and/or modified from time to time (the “Initial
Order”™).
3. THIS COURT ORDERS that for the purposes of this Order the following terms shall have
the following meanings:
(a) “Advisors” means, collectively, any actuarial, financial, legal and other advisors
and assistants;

(b) “Agent” means the contractual joint venture comprised of Gordon Brothers Canada

ULC, Merchant Retail Solutions ULC, Tiger Capital Group, LLC and GA Retail

Canada ULC;
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(d)

(0

(g)

“Agency Agreement(s’ means: (1) the Amended and Restated Agency Agreement
between Sears Canada Inc. and the Agent dated July 12, 2017 and amended and
restated on July 14, 2017, and (i) the Amended and Restated Agency Agrecment

between Sears Canada Inc. and the Agent dated October 10, 2017;

“Assessments” means Claims of Her Majesty the Queen in Right of Canada or of
any Province or Territory or Municipality or any other taxation authority in any
Canadian or foreign junisdiction, including, without limitation, amounts which may
arise or have arisen under any notice of assessment, notice of objection, notice of

reassessmient, notice of appeal, audit, investigation, demand or similar request from

any taxation authority;

“Business Day” means a day, other than a Saturday, Sunday or statutory holiday,

on which banks are generally open for business in Toronto, Ontario;

“CCAA Proceedings” means the CCAA proceedings commenced by the

Applicants in the Court under Court File No. CV-17-11846-00CL;

“Claim” means:

(1) any right or claim of any Person against any of the Sears Canada Entities,
whether or not asserted, including i connection with any indebtedness,
liability or obligation of any kind whatsoever of any such Sears Canada
Entity to such Person, in existence on the Filing Date, whether or not such
right or claim is reduced to judgment, liquidated, unliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, legal, equitable,

secured, unsecured, perfected, unperfected, present, future, known, or
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(iif)

unknown, by guarantee, surety or otherwise, and whether or not such right
I$ executory or anticipatory in nature, including rights or ¢laims with respect
10 any Assessment, Construction Claim, Warranty, any claim brought by
any representative plaintiff on behalf of a class in a class action, or contract,
or by reason of any equily waterest, right of ownership of or title to property
or assels or right to a trust or deemed trust (statutory, express, implied,
resulting, constructive or otherwise), and any right or ability of any Person
to advance a claim for contribution or indemnity or otherwisc against any
ol the Scars Canada Entities with respect to any matter, action, cause or
chose in action, whether existing at present or commenced in the future,
which right or claim, including in connection with indebtedness, liability or
obligation, is based in whole or in part on facts that existed prior to the
Filing Date, including for greater certainty any claim against any of the
Sears Canada Entities for indemunification by any Director or Officer

respect of a D&O Claim (cach, a “Pre-Filing Claim”, and collectively, the

“Pre-Filing Claims”);

any right or claim of any Scars Supplier against any of the Scars Canada
Entities in connection with any non-payment by any such Sears Canada
Entity to such Sears Supplier for goods or services supplied to such Sears
Canada Entity on or after the Filing Date (each, a “Post-Filing Claim”, and

collectively, the “Post-Filing Claims™);

any right or claun of any Person against any of the Sears Canada Entities,

mcluding in connection with any indebtedness, liability or obligation of any
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kind whatsoever ol any such Sears Canada Entity to such Person, anising on
or after the Filing Date, including without limitation rights or claims ansing
with respect to the restructunng, disclaimer, resiliation, termination or
breach by such Sears Canada Entity on or after the Filing Date of any
contract, lease or other agreement whether writlen or oral, but excluding

a “Restructuring Period Claim”, and
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collectively, the “Restructuring Period Claims™); and

(iv)  any right or claun of any Person against one or more of the Directors and/or
Officers howsocver arising, whether or not such right or claim is reduced to
judgment, iquidated, unliquidated, fixed, contingent, matured, unmatured,
disputed, undisputed, legal, equitable, secured, umnsecured, perfected,
unperfected, present, future, known, or unknown, by guarantee, surety or
otherwise, and whether or not such right is executory or anticipatory in
nature, including any Assessments and any right or ability of any Person lo
advance a claim for contribution, indemnity or otherwise against any of the
Directors and/or Officers with respect to any matter, action, cause or chose
in action, however arising, for which any Director or Officer is alleged to
be, by statute or otherwise by law or equity, liable to pay in his or her
capacity as a Director or Officer (each a “D&QO Claim”, and collectively,

the “D& O Claims”™),

icluding any Claim arising through subrogation against any Sears Canada Entity

or Director or Officer, provided however that 1n any case “Claim” shall not include

an Excluded Claim;
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“Claimant” means any Person asscrting a Claim, includimg without limitation any
Construction Claimant, Genecral Creditor Claunant, Landlord Claimant or

Intercompany Claimant;

“Claims Officer” means the ndividuals designated by the Court pursuant to

paragraph 62 of this Order;

“Claims Process” mcans the procedures outlined in this Order in connection with
the solicitation and assertion of Claims agamst the Scars Canada Entities and/or the

Diurectors and Officers;

“Construction Claim” mcans: (1) a Claim, including a D&O Claim, asserted under
the trust provisions of applicable Provincial Lien Legislation or a Claim asscrted
against the holdback under applicable Provincial Lien Legislation; or (i1) a Claim
secured in whiole or in part by the registration of a builders’ or construction lien
under applicable Provincial Lien Legislation against any real property that has been
or is owned or leased by any of the Sears Canada Entities, or a Claim secured in
whole or in part by any secutity held in connection with a Vacated or Discharged
Lien;

“Construction Claimant” means a Person asserting a Construction Claim;

“Counstruction Claims Bar Date” means 5:00 p.n. on February 15, 2018;

“Construction Claims Package” mecans the document package consisting of a
Notice of Construction Claun, a blank Notice of Dispute of Construction Claim, a

Construction Contractor Instruction Letter, a  Conslruction

Sub-Contractor
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Instruction Letter and such other materials as the Monitor, in consultation with the

Scars Canada Entities, may consider appropriate or desirable;

“Construction Contractor” means a Construction Claimant contracting directly
with the Sears Canada DLntities or an agent of the Scars Canada Entities in
counection with the improvement of any rcal property that has been or is owned or

leased by any of the Sears Canada Fintities;

“Counstruction Contractor Instruction Letter” means the instruction letter fo
Construction Contractors, substantially in the form attached as Schedule “M”
hercto, regarding the Notice of Construction Claim, completion of a Notice of
Dispute of Construction Claim by a Construction Contractor, and the Claims
Process described herein, and directing such Construction Contractors to send a
copy of the Notice of Construction Claim and the Construction Sub-Contractor
Instruction Letter to all Construction Sub-Contractors with which such
Construction Contractor has a direct contractual agreement or engagement in

conncction with the relevant improvement to any real property that has becn or 1s

owned or leascd by any of the Scars Canada Entitics;

“Construction Sub-Contractor” means a Construction Claimant not contracting
directly with or employed directly by the Sears Canada Entities or an agent of the
Sears Canada Intities but who supplied services, materials or work to an
improvement to any real property that has been or is owned or leased by any of the
Sears Canada Entities under an agreement (written or oral) or engagement with a

Construction Contractor or under an agreement or engagemcnt with another

subcontractor of any level;
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“Construction Sub-Contractor Instruction Letter™ means the instruction lelter
to be sent by each Construction Contractor and Construction Sub-Contractor to all
Construction Sub-Contractors with which cach such Construction Contractor or
Construction Sub-Contractor has a direcl coniractual agreement or engagement in
connection with the relevant improvement, substantally in the form attached as
Schedule “N” hereto, notifving such Construction Sub-Contractors that all
Construction Claims in respect of thetr services as Construction Sub-Conltractors
shall be included in the Claim of the relevant Construction Contractor for the
purposcs of this Claims Process and directing such Construction Sub-Contractors
to: (1) send a copy of the Notice of Construction Claim and the Construction Sub-
Contractor Instruction Letter to all Construciion Sub-Contractors with which such
Construction Sub-Contractor has a direct contractual agreement or engagement in
connection with the relevant unprovement, and (i1) contact their Constuction
Contractor directly to determine and negotiate with their Construction Contractor

any rights they may have with respect to any such Construction Contractor’s

Construction Claim;

“Court” means the Ontario Superior Court of Justice (Commercial List);

“D&O Claim Instruction Letter” means the letter containing instructions for

completing the D&O Proof of Claim form, substantially in the form attached as
Schedule “D” hereto;
“D&O Proof of Claim” means the proof of claim to be filed by Claimants in

connection with any D&O Claim, substantially in the form attached as Schedule

“E” hereto, which shall include all supporting documentation in respect of such
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D&O Claim; and for greater certainly, a “D&O Prool of Claim” shall include a

D&O Proof of Claim filed online through the Monitor’s website;

“Director” means anvone who 1s or was or may be deemed to be or have been,
whether by statute, operation of law or otherwise, a director or de facto director of

any of the Sears Canada Entities, in such capacity;

“Employee” means any (i) active or inactive union or non-union employee of any
onc of the Sears Canada Entities on or after the Filing Date, ncluding an employee
of any one of the Sears Canada Entities who received notice of termination of
employment dated on or after the Filing Date; and (i1) former employee of any one
of the Sears Canada Entities who was terminated for cause at any tune or who
received notice of cessation of termination or severance payments dated on or after

the IFiling Date;

“Employee Claim” means a Claim, including a D&O Claim, that may be asserted
by or on behall of an Employee, and shall include any Emplovee Claim arising

through subrogation;

“Employee Claims Process” means a claims process to be approved pursuant to a
further Order of this Court that shall, among other things, sct forth the procedure
for the solicitation and assertion of Employee Claims against the Sears Canada

Entities and/or the Directors and Officers;

“Employee Letter” means the lctter from Employee Representative Counsel to be
disseminated by the Monitor, n consultation witly the Sears Canada Entities and

Employee Representative Counsel, to all Employees represented by Employee
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Representative Counsel advising, among other things, that ther Bmployee Claims

will be dealt with through a separate Lmployee Claims Process, which letter shall

be substantially m the form attached hercto as Schedule “I”

“Employee Representative Counsel” means Ursel Phillips Fellows Hopkinson
LLP;
“Employee Representative Counscl’s Website” means
http://www upfhlaw.ca/arcas-of-practice/sears-canada-employees-and-formet-

F F ploy
employces/;
“Employce Representatives” mcans Paul Webber, Nancy Demeter, Sheena
Wrigglesworth, Barb Wijser and Darrin Whitney, or such other representatives as

may be duly appointed by Employee Representative Counsel;

“Excluded Claim™ means any:

(1) Claim that may be asserted by any beneficiary of the Administration
Charge, the FA Charge, the KERP Priority Charge, the Directors’” Priority
Charge, the KERP Subordinated Charge and the Directors’ Subordinated

Charge and any other charges granted by the Court in the CCAA

Procecdings, with respect to such charges;
(i1) Claim by the Agent under the Agency Agreements;
(ii1)  Employee Claim;

(1v) Sears Pension Claim;
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(ff)

(g2)

(hh)

(1)

(v} Other Pensioner Claim;

(vi) Monitor Claim; and

(viiy  Claim that may be asserted by any of the Scars Canada Entities against any
Directors and/or Officers;

and for greater certainty, shail inciude any Exciuded Claim arising through

subrogation;
“Filing Date” means June 22, 2017,

“General Creditor Claim”™ mecans a Claim, other than a Construction Claim or

Intercompany Claim,;

“General Creditor Claimant” means a Person asserting a General Creditor Claim;
“General Creditor Claims Bar Date” means 5:00 p.m. on March 2, 2018;

“General Creditor Claims Package” means the document package which shall be
disseminated by the Monitor to any potential General Creditor Claimant in
accordance with the terms of this Order (including, if practicable, by way of email,
where electronic addresses are known), consisting of the Notice to General Creditor
Claimants, a blank Proof of Claim, a Proof of Claim Instruction Letter, a blank
D&O Proofof Claim, and a D&O Claim Instruction Letter, and such other materials

as the Monitor, in consultation with the Sears Canada Entities, may consider

appropriate or desirable;
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“Genceral Creditor Post-Filing Claims Bar Date” means 5:00 p.m. on Apnit 2,

2018:;

“General Creditor Restructuring Period Claims Bar Date” means, in respect
of a Restructuring Period Claim, the later of (1) 5:00 p.m. on the date that 1s 45 days
after the date on which the Momntor sends a General Creditor Claims Package with
respect to a Restructuring Period Claim and (ii) the General Creditor Claims Bar
Date;

“Intercompapy Claim” mcans any Claim that may be asserted agamnst any of the
Sears Canada Entities by or on behalf of any of the Sears Canada Entities or any of
their affiliated companies, partnerships, or other corporate entities (and for greater
certainty, excluding any Claim that may be asserted against any of the Sears Canada
Entities by or on behalf of Sears Holdings Corporation or any of its affiliated
companies, partnerships or other corporate entities that are not Sears Canada

Entities) and excluding any Monitor Claim;

“Intercompany Claimant” means a Person asserting an Intercompany Clalm;

“Landlord” means a landlord under any real property lease or occupancy

agreement for any of'the Applicants’ leased premises;
“Landlord Claim’ means any Claim, including any D&O Claim, of a Landlord,;
“Landlord Claimant” means a Landlord asserting a Landlord Claim;

“Landlord Claims Bar Date” means, in respect of a Landlord Claim, the later of

(1) 5:00 p.m. on the date that 1s 45 days after the date on which the Monitor sends a
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General Credilor Claims Package with respect to a Landlord Claim and (1) 5:00

p.m. on April 2, 2018;

“Meeting” means any meeting of the creditors of the Sears Canada Entitics called

for the purpose of considering and voting in respect of a Plan;

“Monitor Claim” mcans a Claim, including a D&O Claim and any claim pursued

in accordance with seclion 36.1 of the CCAA, that may be asscrted by the Monitor;
“Monitor’s Website” means htlp://cfeanada. fuconsulling.com/searscanada/;

“Monitor’s Intercompany Claims Report” shall have the mcaning set out in

paragraph 60 herein;

“Notice of Construction Claim” mecans the notice, substantially in the form
attached as Schedule “K” hereto, advising cach Construction Contractor of its
Construction Claim (which shall, for greater certainty, be deemed to include the
Construction Claims of all Construction Sub-Contractors who provided materials
and/or services under an agreement with the Constiuction Contractor or another
Construction Sub-Contractor of any level in connection with the improvement) as

valued by the Sears Canada Entities with the assistance of the Monitor based on the

books and records of the Secars Canada Entities;

“Notice of Dispute of Construction Claim” means the notice, substantially in the
form attached as Schedule “L” hereto, which may be delivered to the Monitor by a
Construction Contractor or, where appropriate, by a Construction Sub-Contractor

disputing a Notice of Construction Claum, with reasons for its dispute;
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“INotice to General Creditor Claimants” mcans the notice for publication by the
Monitor, substantially in the form attached as Schedule “A” hereto, which shall
include, without hmitation: (1} a notice to all Claimants {that are not Sears
Supplicrs) with potential General Creditor Claims below $1,000 that such
Claimants will not be provided with a General Creditor Claims Package and should
obtain a copy from the Monitor’s website or request a copy from the Monitor; (i1)
a notice to holders of Warranties stating that no Proofs of Claim are required (o be
filed 1 connection with any potential Warranty Claim because all Proofs of Claim
with respect to potential Warranty Claims will be deemed to be properly submitted
by the Sears Canada Entitics, based on the Sears Canada Entities’ books and
records, on behalf of each Warranty holder, and (11i) a notice informing holders of
gift cards and Sears Loyalty Points that all gift cards and Sears Loyalty Points will

no longer be accepted by the Sears Canada Entitics after January 21, 2018;

“Notice of Dispute of Revision or Disallowance” means the form substantially in

the form attached as Schedule “F” hereto;

“Notice of Revision or Disallowance” means the form substantially in the form

attached as Schedule “G” hereto;

“Officer” means anyone who is or was or may be deemed to be or have been,
whether by statute, operation of law or otherwise, an officer or de facto officer of

any of the Sears Canada Entities, in such capacity;

“Order” means this Claims Procedure Order;
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“Other Employee Letter” means the letier from the Monitor to be disseminated
by the Monitor, in consultation with the Sears Canada Entitics, to Employees not
represented by Employee Representative Counsel (provided that where such
Employces are subject to union representation, the Monitor shall only be required
to send such letter to the unions representing the unionized Employees) advising,
among other things, that therr Employee Claims will be dealt with through a
separate Employce Claims Process, which letier shall be substantially in the form

attached hercto as Schedule “H™;

“Other Pensioner” means any retirce and any cwrent or former cmployee of the
Sears Canada Entities with (1) entitlements under the Supplemental Plan, and any
other pension or retirement plan of the Sears Canada Lntities (not including the

Sears Pension Plan), and/or (i1) other post-employment benefits entitlements;

“Other Pensioner Claim™ means a Claim, including a D&O Clann, that may be

asserted by or on behalf of an Other Pensioner, and shall include any Other

Pensioner Claim arising through subrogation;
“Pensioner”’ means any Sears Pensioner or Other Pensioner;
“Pensioner Claim” mcans any Sears Pension Claium or Other Pensioner Claim;

“Pensioner Claims Process” means a claims process (o be approved pursuant (o a
further Order of this Court that shall, among other things, set forth the procedure

for the solicitation and assertion of Pensioner Claims against the Sears Canada

Entities and/or the Directors and Officers;
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“Pensioner Letter” mcans the letter from Pension Representative Counsel to be

disseminated by Pension Representative Counsel, in consultation with the Sears
Canada Entities, the Pension Plan Administrator (in respect of the Sears Pension
Plan) and the Monitor, to all Pensioners advising, among other things, that their
Pensioncr Claims will be dealt with through a separate Pensioner Claims Process,
which letter shall be substantially in the form attached hereto as Schedule “J”;\gj

(ijj)  “Pension Plan Administrator” means Morneau Shepell Ltd. in its capacity as

administrator of the Sears Pension Plan;

(kkk) “Pension Plan Administrator Website” means
https://www.pensionwindups.moreaushepell.com/ private/select plan.asp?DUR

L=/en/plan_info/srrp/plan_info.asp;
(1)  “Pension Representative Counsel” means Koskie Minsky LLP;

(mmm)“‘Pension Representative Counsel’s Website” means

https://kmlaw.ca/cascs/sears-canada/;
{nnn) “Pensioner Representatives” means Bill Turner, Ken Eady and Larry Moore;

{000) “Person” mcans any individual, firm, corporation, limited or unlimited liability
company, general or limited partnership, association, trust (including a real estate
mvestment trust), unincorporated organization, joint venture, government or any

agency or instrumenlality thercof or any other entity:

(ppp) “Plan” means, as further defined in the Initial Order, any proposcd plan of

compromise or arrangement that may be fliled in respect of any or all of the Sears
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Canada Entities pursuant to the CCAA as the same may be amended, supplemented

or restated from time to tme 1n accordance the terms thercof;

(qqq) “‘Pre-Filing Period” means the period prior to the Filing Date;

(rrr)  “Proof of Claim™ mcans the proof of claim to be filed by General Creditor
Claimants in respect of Pre-Filing Claims, Post-Filing Claims and Restructunng
Period Claims, substantially in the form attached as Schedule “C” hereto: and for

grealer certainty, a “Proof of Claim”™ shall include a Proof of Claim filed online

through the Monitor’s websilte;

{sss})  “Proof of Claim Instruction Letter” means the letter containing instructions for

completing the Proof of Claim form, substantially in the form attached as

Schedule “B” hereto;

(tty  “Provincial Lien Legislation” means the Construction Lien Act, R.S.0., 1990, c.
C.30, the Builders’ Lien Act, R.S.A. 2000, ¢. B-7, the Builders' Lien Act,
R.S.N.S. 1989, ¢. 277, the Mechanics’ Lien Act, RSN.B. 1973, ¢. M-6, The
Builders’ Liens 4ct, C.C.S.M. c. B91, the Builders Lien Act, S.B.C. 1997, c. 45,
and any other similar provincial mechanics, builders or construction lien legislation

in Canada;

(uuu) “Restructuring Period” means the period on or after the Filing Date;

(vvv) “Sears Loyalty Points” means any points issued and outstanding under the Sears

Club Reward Program;
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www) “Sears Peusion Claim” means a Claim, including a D&O Claun, that may be
) g )

(xxx)
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asserted by or on behalf of a Secars Peasioner, Pension Representative Counsel, the
Supenntendent or the Pension Plan Admunistrator, and shall include any Sears

Pension Claim arising through subrogation;

“Sears Peusion Plan” means the Sears Canada Inc. Registered Retirement Plan
(Reg. #0360005), a pension plan registered under the Ontario Pension Benefils Aci,
R.S.0. 1990, ¢. P.& and Income Tax Act, R.5.C. 1985, ¢. 1 (5th Supp.) with a defined

benclit component and a defined contribution component;

“Sears Pensioner” means any retirec and any cwrent or former employee of the

Sears Canada Entities with entitlements under the Sears Pension Plan:

“Sears Supplier” mcans any Person who has supplied goods or services to any

Scars Canada Enlily;

“Superintendent” means the Ontario Superintendent of [Financial Services as

administrator of the Pension Benefits Guarantee Fund;

“Supplemental Plan” means the Sears Canada Inc. Supplementary Retirement
Plan, a non-registered supplemental pension plan maintained to provide benefits to

eligible participants in the defined benefit component of the Sears Pension Plan;

“Vacated or Discharged Liens” means the builders’ or construction liens
previously registered against title to any real property that has been or is owned or
leased by any of the Sears Canada Entities under applicable Provincial Lien
Legislation and that have been vacated pursuant to previous court orders or

discharged pursuant to agreements with applicable Construction Claimants, in each
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case in accordance with the requirements under applicable Provincial Licn

[Legislation; and

(dddd) “Warranty” means a customer warranly provided by any one of the Sears Canada
Entities, 1ncluding any Scars Protection  Agreement but  excluding any

manufacturer’s warranty.

4. THIS COURT ORDIRS that all references as to time hercin shall mean local time in
Toronto, Ontario, Canada, and any reference to an cvent occurring on a Business Day shall mean
prior to 5:00 p.m. on such Business Day unless otherwise indicated herein, and any reference to

an event occurring on a day that is not a Business Day shall mean the next following day that is a

Business Day.

5. THIS COURT ORDERS that all references to the word “including’” shall mean “including

without limitation”, all references to the singular herein include the plural, the plural include the

singular, and any gender includes all genders.

GENERAL PROVISIONS

6. THIS COURT ORDERS that any Claim denominated in a foreign currency shall be
converted to Canadian dollars at the Bank of Canada exchange rate in effect at the Filing Date. For

refercnce, the exchange rate that will be applied to Claims denominated in U.S. dollars is 1.324]

CAD/USD.

7. THIS COURT ORDERS that notwithstanding any other provisions of this Order, the
solicitation by the Monitor of Proofs of Claim and D&O Proofs of Claim, the delivery by the
Monitor of Notices of Construction Claim, and the filing or deemed submission by any Claimant

of any Proof of Claim or D&O Proof of Claun shall not, for that reason only, grant any Person any
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rights, including without mitation, in respect of the nature, quantum and priority of its Claims or

its standing in the CCAA Proceedings, except as specifically st out in this Order.

8. TIIS COURT ORDERS that the Monitor, in consultation with the Scars Canada Entities
and the applicable Directors and Officers in respect of any D&O Claim, is hereby authorized to
use reasonable discretion as to the adequacy of compliance with respect to the manner in which
any forms delivered hereunder are completed and executed and the tune in which they are
submitted, and may, where the Monitor, 1n consultation with the Sears Canada Entities and the
applicable Directors and Officers in respect of any D&O Claim, is satisfied that a Claim has been
adequately proven, walve strict compliance with the requirecments of this Order, including in
respect of the completion, execution and time of delivery of such forms; provided that it is
recognized and understood that certam Claims will be contingent in nature and therefore will not

contain particulars of such Claims that arc not yet known as at the time they are filed.

9. THIS COURT ORDERS that amounts claimed in Assessments shall be subject to this

Order and there shall be no presumption of validity or deeming of the amount duc in respect of the

Claim set out in any Assessment.

10. THIS COURT ORDERS that the Applicants shall retwmn to Court to seel approval of an
Employee Claims Process and a Pensioner Claims Process, which shall be developed in

consultation with Employee Representative Counsel, Penstion Representative Counsel, the Pension

Plan Administrator, the Supermtendent, and the Monitor, as appropriate.

MONITOR’S ROLE

11. THIS COURT ORDERS that, in addition to its prescribed 1ights, duties, responsibilities

and obligations under the CCAA, the Initial Order and any other orders of the Court in the CCAA

Proceedings, the Monitor 1s hereby directed and empowered to implement the Claims Process sot
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out herein and to take such other actions and [ulhill such other roles as are authorized by this Order

or incidental therelo.

12. THIS COURT ORDERS that the Monttor (1) shall have all of the protections given to it by
the CCAA, the Initial Order, any other orders of the Court in the CCAA Proceedings, and this
Order, or as an officer of the Court, including the stay of proceedings 1 its favour; (i1) shall incur
no liability or obligation as a result of the carrying out of the provisions of this Order, including in
respect of its exercise of discretion as to the completion, exccultion or tune of delivery of any
documents to be delivercd hercunder, other than in respect of its gross negligence or wilful
misconduct; (111) shall be entitled to rely on the books and records of the Scars Canada Entities and
any information provided by the Sears Canada Entities, all without independent investigation,
provided that Intercompany Claims arc subject to independent investigation by the Monitor as
provided in paragraph 60 herein; and (iv) shall not be liable for any claims or damages resulting

from any errors or omissions in such books, records or mformation.

13. THIS COURT ORDERS that: (a) the Sears Canada Entities, Officers, Directors,
Employces, agents and representatives shall fully cooperate with the Monitor in the exercise of its
powers and discharge of its duties and obligations under this Order, and (b) any credit insurers and
factors that have: (1) offered services to vendors of the Sears Canada Entities; (ii) have acquired
payables of the Scars Canada Entities to such vendors, and/or (ii1) have drawn an letters of credit
1ssued by any of the Scars Canada Entities in their favour to satisfy vendor claims as a result of
any non-payment by any of the Sears Canada Entities, shall fully cooperate with the Monitor and

the Sears Canada Entities by providing information to assist 1 the assessment of the quantunt and

validity of Claims.
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EMPLOYEE REPRESENTATIVE COUNSEL’S ROLIS

14. THIS COURT ORDERS that all Employees hired by the Applicants durning the
Restructuring Period shall be represented by Employee Representative Counscel pursuant (o the
Employee Representative Counsel Order dated July 13, 2017 nunc pro tunce, unless such

Emplayecs specifically notify Employee Representative Counscel that such Employees wish to opl-

out of representation by the Employee Representatives and Employee Represenlative Counsel.

15. THIS COURT ORDERS that Darrin Whitney shall replace Sara Sawyer as an Employee
Representative in these CCAA Proceedings, and that Fmployee Representative Counsel shall

hercby be authorized to appoint any additional Employce Representatives as il deems necessary

or desirable from time to time.

16. THIS COURT ORDERS that, in addition to the rights, duties, responsibilitics and
obligations granted fo 1t under the Employee Representative Counsel Order dated July 13, 2017
and any other orders of the Court in the CCAA Proceedings, Employee Representative Counsel is
herchy directed and empowered to assist in the establishment and implementation of an Employee
Claims Process and the determination of the quantum aud validity of Employee Claims for
Employees represented by Employee Representative Counscl, in conjunction with the Sears
Canada Entities and the Monitor, and to take such other actions and fulfill such other roles as are

authorized by this Order or incidental thereto.

17. THIS COURT ORDERS that Employee Representative Counsel, the Employee
Representatives and any Advisors retained by Employee Representative Counsel (i) shall have no
personal liability or obligations as a result of the performance of its duties in carrying out the
provisions of this Order, save and except for liability arising out of gross negligence or wilful

misconduct; (11) shall be entitied to rely on the books and records of the Sears Canada Entities and
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any information provided by the Scars Canada Catities, all without independent investigation; and
(111) shall not be hable lor any claims or damages resulting [rom any ervors or omissions in such

hooks, records or information.

18. THIS COURT ORDERS that the Sears Canada Entities and the Monitor shall cooperate

with Employec Representative Counsel in the excrcise of 1ts powers and discharge of its duties

and obligations under this Order.

PENSION REPRESENTATIVE COUNSEL’S ROLYK

9. THIS COURT ORDERS that, in addition to the rights, duties, responsibilitics and
obligations granted to it under the Pension Representative Counsel Order dated July 13, 2017 and
any other orders of the Court in the CCAA Proceedings, Pension Representative Counsel is hereby
directed and empowered to assist i1 the establishment and wmplementation of a Pensioner Clains
Process and the determunation of the quantum and validity of Pensioner Claims in conjunction
with the Scars Canada Entitics, the Monitor, the Pension Plan Administrator and the

Superintendent, and to take such other actions and fulfill such other roles as are authorized by this
Order or mcidental thereto.

20. THIS COURT ORDERS that Pension Representative Counsel, thc Pensioner

Representatives and any Advisors retained by Peusion Representative Counsel (1) shall have no
personal liability or obligations as a result of the performance of its duties in carrying out the
provisions of this Order, save and except for hability ansing out of gross negligence or wilful
misconduct; (11} shall be entitled to rely on the books and records of the Sears Canada Entities and
any information provided by the Sears Canada Entities, all without independent investigation; and

111) shall not be liable for any claims or damages resulting from any errors or omissions in such
b : 3

books, records or information.
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21. THIS COURT ORDERS that the Scars Canada Entittes and the Monitor shall cooperaie
with Pension Representative Counsel in the exercise of its powers and discharge of its duties and

obligations under this Order and with the Pension Plan Administrator and Superintendent n

carrying oul its dutics and obligations.

NOTICE OF CLAIMS AND CLAIMS PROCESS

22. THIS COURT ORDERS that as soon as practicable, but no later than 5:00 p.m. on
December 20, 2017, the Monitor shall cause a Construction Claims Package to be sent to all known
Construction Claimants who are Construction Contractors, as evidenced by the books and records
of the Scars Canada Entitics and at the respective last known addresses as recorded in the Scats
Canada Entities” books and records or in the construction lien documentation registered on title to
any real property that has been or Is owned or leased by any of the Sears Canada Entities, as
deeined appropriate by the Monitor with the assistance of the Sears Canada Entities. The Monitor
and the Sears Canada Entities shall specify 1n the Notice of Construction Claim included in the
Construction Claims Package the Construction Contractor’s Construction Claim as valued by the

Sears Canada Entitics, 1n consultation with the Monitor, based eon the books and records of the
Sears Canada Entities.

23. THIS CQURT ORDERS that the Notice of Construciion Claim provided to cach
Construction Contractor shall be deemed to include the Construction Claims of all Construction
Sub-Contractors under an agreement {(wiitten or oral) with the Construction Contractor oy another
Construction Sub-Contractor of any level in connection with the improvement to any real property
that has been or is owned or leased by any of the Sears Canada Entities. Each Construction

Contractor and Construction Sub-Contractor is hereby directed to forward forthwith a copy of the

appropriate Notice of Construction Claim and the Construction Sub-Contractor Instruction Letter
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to each Construchion Sub-Contractor withh which 1t has a direct contractual agreement or
engagement 1n connection with the relevant improvement. Any dispute regarding a Construction
Claim of a Construction Sub-Countractor is to be submitted through the Construction Contractor’s
Notice of Dispute of Construction Claim. For greater certainty, no Construction Sub-Contractor
shall be required to subuut a scparate Notice of Dispute of Construction Claim in respect of 1ts
Construction Clann to the extent that such Construction Sub-Contractor’s Construction Claim 1s
captured by its Construction Contractor’s Notice of Construction Clamn or Notice of Dispute of
Construction Claim. The Construction Sub-Contractor Instruction Letter shall  direct

Construction Sub-Contractors to contact their Construction Contractor directly to review and

submit any disputes with respect to their Construction Claims,

24. TIIS COURT ORDERS that as soon as practicable, but no later than 5:00 p.m. on

December 20, 2017, the Monitor shall cause a General Creditor Claims Package to be sent to:

{a) each party that appears on the Service List or has requested a General Creditor

Claims Package; and

{b) any Person known to the Scars Canada Entities as potentially asserting a General
Creditor Claim against any of the Sears Canada Entities (excluding any potential
General Creditor Claimant with a potential General Creditor Claim below $1,000
and that 1s not a Sears Supplier), as evidenced by and to the respective last known

address recorded in the books and records of the Sears Canada Entities.

25. THIS COURT ORDERS that the Monitor shall cause the Notice to General Creditor
Claimants to be published at least three (3) times in The Globe and Mail (National Edition) and
La Presse, and 1n such other international publications and with such f{requency as is determined

by the Monitor in consultation with the Sears Canada Entitics.
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20. THIS COURT ORDERS that the Monitor shall causc the Notice to General Creditor
Claimants, the Employee Letter, the Other Imployee Letter, the Penstoner Letter and the General

Creditor Claims Package to be posted to the Monitor’s Website by no later than 5:00 pan. on

December 13, 2017.

27. THIS COURT ORDERS that the Monitor shall: (1) cause the Employee Letter (o be sent
to all Employees represented by Employee Representative Counsel, and (1i) cause the Other
Employee Letter to be sent to Employees not represented by Employce Representative Counsel
(provided that where such Employees are subject to union representation, the Monitor shall only
send such letter to the unions representing the unionized Employees), as soon as practicable but

no later than 5:00 p.m. on December 20, 2017.

28. THIS COURT ORDERS that the Applicants shall causc the Employee Letter, the Other
Employee Letter and the Pensioner Letter to be posted to the my.sears.ca portal, as soon as

practicable but no later than 5:00 p.m. on December 20, 2017.

29. THIS COURT ORDERS that Employee Representative Counsel shall cause the Employee
Letter to be posted to Employee Representative Counscl’s Website, as soon as practicable but no

later than 5:00 p.m. on December 20, 2017.

30. THIS COURT ORDERS that Pension Representative Counsel shall (1) causc the Pensioner
Letter to be sent to all Pensioners, and (ii) cause the Pensioner Letter to be posted to Pension

.

Representative Counsel’s Website, as soon as practicable but no later than 5:00 p.m. on December

20,2017,
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31. THIS COURT ORDIERS that the Pension Plan Admunistrator shall cause the Pensioner

Letter to be posied to the Pension Plan Admintstrator Website, as soon as practicable but no later

than 5:00 p.m. on December 20, 2017.

32. THIS COURT ORDERS that to thc extent any Claimant requests documents or
information relating to the Claims Process prior Lo the General Creditor Claims Bar Dale, he
General Creditor Post-Filing Claims Bar Date, the General Creditor Restructuring Penod Claims
Bar Date, or the Landlord Claims Bar Date, as applicable, the Monitor shall forthwith send such
Claimant a General Creditor Claims Package, and shall direct such Claimant to the documents
posted on the Monitor’s Website or otherwise respond to the request for documents or information
as the Monitor, in consultation with the Sears Canada Entitics, may consider appropriate in the
circumstances. If the Sears Canada Entities or the Monilor become aware of any further General
Creditor Claims after the mailing contemplated m paragraph 24, the Monitor shall forthwith send
such potential General Creditor Claimant a General Creditor Claims Package or may direct such

potential Claimant to the documents posted on the Monitor’s Website.

THIS COURT ORDERS that to the extent any Construction Claunant requests documents

L2
(%)

or information relating to the Claums Process prior to the Construction Claims Bar Date, or if the
Sears Canada Entities or the Monitor become aware of any further Construction Claims, the
Monitor shall respond to the request for documents or information as the Monitor, in consultation
with the Sears Canada Entities, may consider appropriatc in the circumstances, and/or, if

appropriate, shall send such Claimant a Construction Claims Package.

34, THIS COURT ORDERS that any notices of disclaimer or resiliation delivered after the
date of this Order to potential General Creditor Claimants in connection with any action taken by

the Sears Canada Entities to restructure, disclaim, resiliate, tenninate or breach any contract, lease
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or other agreement, whether wrilten or oral, pursuant o the terms of the Initial Order, shall be

3

accompanted by a CGeneral Creditor Claims Package.

35. TIHIS COURT ORDERS that the Claims Process and the forms of Notice to General
Creditor Claimaants, Proof of Claim Instruction Letter, D&O Claim Instruction Letter, Employee
Letter, Other Employee Letter, Pensioner Letter, Proof of Claim, D&O Proof of Claum, Notice of
Revision or Disallowance, Notice of Dispule of Revision or Disallowance, Notice of Construction
Claim, Notice of Dispute of Construction Claim, Construction Contractor Instruction Letter, and

Construction Sub-Contractor Instruction Letter arc hereby approved, subject to any minor non-

substantive changes to the forms as the Monitor and the Sears Canada Entities may consider

necessary or desirable to be made from time to time.

36. THIS COURT ORDIERS that the sending of the Construction Claims Package, the
Construction Sub-Contractor Instruction Letter, the Employee Letter, the Other Employee Letter,
the Pensioncr Letter, and the General Creditor Claims Package 1o the applicable Persons as
described above, and the publication of the Notice to General Creditor Claimants, in accordance
with this Order, shall constitute good and sufficient service and delivery of notice of this Order,
the Construction Claims Bar Date, the General Creditor Claims Bar Date, the General Creditor
Post-Filing Claims Bar Date, the General Creditor Restructuring Period Claims Bar Date and the
Landlord Claims Bar Date on all Persons who may be entitled to receive notice and who may wish

to assert a Claim, and no other notice or service need be given or made and no other document or

material need be sent to or served upon any Person in respect of this Order.
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FILING OF PROOFS OF CLAIM
(A)  Pre-Iiling Clairs
37. THIS COURT ORDERS that any General Creditor Claimant, excluding any Landlord
Claimant, that inlends (o assert a Pre-Filing Claim or D&O Claim relating to the Pre-Filing Period
shall file a Proof of Claim or D&O Proof ol Claim, as applicable, with the Monitor on ar before
reditor Claimant may file a Proof of Claim
or D&O Proof of Claim through the online portal on the Monutor’'s websile, and such Proof of
Claim or D&O Proof of Claim shall be deemed to have been received by the Monitor as of the
time 1t 1s submitted on the Monitor’s website. For the avoidance of doubt, a Proof of Claim or
D&O Proof of Claim, as applicable, must be filed by every such General Creditor Claimant in
respect of every such Pre-Filing Claim or D&O Claim relating to the Pre-Filing Period, regardless

of whether or not a legal procecding in respect of such Pre-Filing Claim or D&O Claim has been

previously comunenced.

38. THIS COURT ORDERS that any General Creditor Claimant, excluding any Laudlord
Claimant, that does not file a Proof of Claim or D&O Proof of Clain, as applicable, so that such
Proof of Clamm or D&O Proof of Claim is received by the Monitor on or before the General

Creditor Claims Bar Date, or such later date as the Monitor may agree in writing or the Court may
otherwise direct:
(a) be and is hereby forever barred, estopped and enjoined from asserting or enforcing

any such Pre-Filing Claim or any such D&O Claim relating to the Pre-Filing Period

and all such Pre-Filing Claims or D&O Claims shall be forever extinguished;

®) will not be permutted to vote at any Meeting on account of such Pre-Filing Claim(s)

or D&O Claim(s) relating to the Pre-Filing Period;
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{c) witl not be entitled to recerve further notice with tespect o the Claims Process or
these proccedings unless the Montor and/or the Sears Canada Entities hecome
aware that such General Creditor Claimant has any other Claim; and
(d) will not be permitted to participate in any distribution under any Plan on account

of such Pre-Filing Claim(s) or D&O Claun(s).

(B) Post-Filing Claims
39. THIS COURT ORDERS that afier the date of this Order, upon becoming aware of a

potential Post-Filing Claim, the Monitor shall scnd a General Creditor Claims Package to the
General Creditor Claimant in respect of such Post-Filing Claim in the manner provided for herein

or may direct such potential Clammant to the documents posted on the Monitor’s website.

40. THIS COURT ORDERS that any General Creditor Claimant, excluding any Landlord
Claimant, that intends to assert a Post-Filing Claim shall file a Proof of Claim with the Monitor on
or before the General Creditor Post-Iiiling Claims Bar Date. Any Genceral Creditor Claimant,

excluding any Landlord Claimant, may file a Proof of Claim through the online portal on the

Monitor’s website, and such Proof of Claim shall be deemed to have been received by the Monitor

as of the time it 1s submitted on the Monitor’s website.

41. THIS COURT ORDERS that any General Creditor Claimant, excluding any Landlord
Claimant, that does not file a Proof of Claim in respect of a Post-Filing Claim so that such Proof

of Claim 18 received by the Monitor on or before the General Creditor Post-Filing Claims Bar Date,

or such later date as the Monitor may agree in writing or the Court may otherwise direct:
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(a) be and 15 hereby {orever barred, estopped and enjoined [rom asserting or enforciag
any such Post-Filing Claun and all such Post-Filing Clamms shall be forever

extinguished:

will not be permitted to vote at any Meeting on account of such Post-Filing

(b)
Claim(s);

(c) will not be entitled to receive further nofice with respect to the Claims Process or
these proceedings unless the Mondor and/or the Sears Canada Enijties become
aware that such General Creditor Claimant has any other Claim; and

(d) will not be permitted to participate in any distribution under any Plan on account

of such Post-Filing Claim(s).

(C)  Restructuring Period Claims

THIS COURT ORDERS that after the date of this Order, upon becoming aware of a
clrcumstance giving rise to a potential Restructuring Pernod Claim, the Monitor shall send a
General Creditor Claims Package to the General Creditor Claimant in respect of such Restructuring

Period Claim 1n the manner provided for herein or may direct such potential Claimant to the

documents posted on the Monitor’s Website.

43, THIS COURT ORDERS that any General Creditor Claimant, excluding any Landlord
Claimant, that intends to assert a Restructuning Period Claim or D&O Claim relating to the
Restructuring Period shall file a Proof of Claim or D&O Proof of Claim, as applicable, with the
Monitor on or before the General Creditor Restructunng Period Claims Bar Date. Any General
Creditor Claimant, excluding any Landlord Claimant, may file a Proof of Claim or D&Q Proof of

Claim through the online portal on the Monitor’s website, and such Proof of Claim or D&O Proof
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of Claim shall be deemed (o have been received by the Moattor as of the time 1t is submitted on
the Mounltor's webstle. For the avoidance of doubt, a Prool of Claim or D&O Prool of Claim must
be filed by every such General Creditor Claumant in respect of every such Restructuring Period
Claim or D&O Claim relating to the Restructuring Penod, regardless of whether or not a legal

.

proceeding in respect of such Restructuning Penod Claun or D&O Claum has been previously
commenced.
44. THIS COURT ORDERS that any General Creditor Claimant, excluding any Landlord
Claimant, that does not file a Proof of Claim or D&O Proof of Claim, as applicable, so that such
Proof of Claim or D&O Proof of Claim 1s received by the Monitor on or before the General
Creditor Restructuring Peniod Claims Bar Date, or such later date as the Monitor may agree in
writing or the Court may otherwisc dircct:

(a) be and is hereby forever barred, estopped and enjoined from asserting or enforcing

any such Restructuring Period Clamm or any such D&O Claim relating to the

Restructuring Pertod and all such Restructuring Period Claims or D&O Claims

shall be forever extinguished;
(b) will not be permitted to vote at any Mesting on account of such Restructuring

Period Claimi(s) or D&O Clam(s);

{c) will not be entitled to reccive further notice with respect to the Claims Process or
these proceedings unless the Monitor and/or the Sears Canada Entities become

aware that such General Creditor Claumant has any other Claim; and

(d) will not be permitied to participate in any distribution under any Plan on account

of such Restructuring Period Claim(s) or D&O Claim(s).
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(D) Landlord Claims
45, THIS COURT ORDERS that any Landlord Claimant that ntends to assert a Landlord
Claun shall Ale a Proof of Claim or D&O Proof of Claim, as applicable, with the Monitor on or
before the Landlord Claims Bar Date. Any Landlord Clatmant may file a Proof of Claim or D&O
Prool of Claim through the online portal on the Monitor’s website, and such Proof of Claim or
D&O Proofl of Claim shall be deemed (o have been recetved by the Monitor as of the time it is
submitted on the Monitor’s website. For the avoidance of doubt, a Prool of Claim or D&QO Proof
of Claum, as applicable, must be filed by every Landlord Claunant in respect of every Landlord

Claim, regardless of whether or not a legal proceeding in respect of such Claim has been previously
commenced.

46. THIS COURT ORDERS that any Landlord Claimant that does not file a Proof of Claim or
D&O Proof ol Claim, as applicable, so that such Proof of Claim or D&O Proof of Claim is received

by the Monitor on or before the Landlord Claims Bar Date, or such later date as the Monitor may

agree in writing or the Court may otherwise direct:

be and 1s hereby forever barred, estopped and enjoined {rom asserting or enforcing

(a)
any such Landlord Claim and all such Landlord Claims shall be forever
extinguished;
(b) will not be permitted to vote at any Meeting on account of such Landlord Claim(s);
() will not be entitled to receive further notice with respect to the Claims Process or

these proceedings unless the Monitor and/or the Sears Canada Entities become

aware that such Landlord Claimant has any other Claim; and
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will not be pernutied 10 participate in any disinbunon vader any Plan on account

(d)

of such Landlord Clatu(s).

47, THIS COURT ORDERS that the provisions of paragraphs 37, 38, 40, 41, and 43 10 46
herein shall not apply to Intercompany Clanns or any Claims with respect (o Warrantics. Proofs
of Claim for all Claims with respect to Warranties shall be deemed o have been properly submitled
in accordance with the

as Pre-Filing Claims or Restructuring Pertod Claims, as applicablc,

applicable requirements of this Order.

ADJUDICATION OF CLAIMS OTHER THAN INTERCOMPANY CLAIMS

48. THIS COURT ORDERS that, for greater certainty, the procedures outlined in

paragraphs 49 to 59 herein shall not apply to the adjudication of Intercompany Claims.

Construction Claims
49, THIS COURT ORDERS that if a Construction Claimant disputes the amount of the Claim,
including any D&O Claim, as set out m the Notice of Construction Claim, such Construction
Claimant shall ensure that the Construction Contractor who received such Notice of Construction

Claim shall deliver to the Monitor a Notice of Dispute of Construction Claim. All Notices of

Dispute of Construction Claim must be received by the Monitor by no later than the Construction
Claims Bar Date.

50. THIS COURT ORDERS that, in the event that a dispute raised in a Notice of Dispute of
Construction Claim is not seftled within a time period or in a manner satisfactory to the Monitor,
in consultation with the Scars Canada Entities and the applicable Directors and Officers in respect
of any D&Q Claim included in a Notice of Dispute of Construction Claim, the Monitor shall refer

the dispute raised in the Notice of Dispute of Construction Claim to a Claims Officer or the Court

for adjudication at its election. For greater certainty, any party may {ile additional evidence,
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documentation, reports or information on any hearing (o resolve the ssues raised i a Notiee of
Dispute ol Construction Claim and no party will object to the filing of such additional evidence
on the basis that such cvidence, documentation, report or information was not included in the mttial

Notice of Construction Claim or Notice of Dispute of Construction Claim.

S1. THIS COURT ORDERS that if a Construction Contractor does not deliver o the Monitor
a completed Notice of Dispute of Construction Clainy, and no other Notices of Digpute of
Construction Claim have been received by the Montor from any Construction Sub-Centractors in
respect of such Claum, by the Construction Clauns Bar Date disputing the Construction Claum as
set out in a Notice of Construction Claim, then all Construction Claimants associated with such

Notice of Construction Claim shall be deemed to have accepted the Construction Contractor’s

Construction Claim and no such Construction Claimant shall have any further right to dispule
same.

52. THIS COURT ORDERS that the Monitor shall make reasonable efforts to promptly deliver

a copy of any Notice of Dispute of Construction Clamm that asserts a Construction Claim against

any of the Dircctors and Officers to such named Directors and Officers.

General Creditor Proofs of Claim
53. THIS COURT ORDERS that the Monitor, 1 consultation with the Sears Canada Entitics,
shall review each Proof of Claim submuitted in accordance with this Order and received on or before
the General Creditor Claims Bar Date, the General Creditor Post-Filing Claims Bar Date, the

General Creditor Restructuring Period Claims Bar Date, or the Landiord Claims Bar Date, 4s

applicable, and shall accept, revise or reject each Claim set forth in cach such Proof of Claim.

54. THIS COURT ORDERS that the Monitor shall make reasonable c{forts to promptly deliver

a copy of any D&O Proofs of Claim, Notices of Revision or Disallowance with respect to any
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D&O Claim, and Notices of Dispule of Revision or Disallowance wuh respect to any D&O Claun,

to the applicable Direclors and Officers named therein

55. THIS COURT ORDERS that the Monitor, 1n consultation with the Scars Canada Entities
and the applicable Directors and Officers named i any D&O Proof of Claim, and any counsel for
such Directors and Officers, shall review each D&O Proof of Claim submitied in accordance with
this Order and received on or before the General Creditor Claims Bar Date, the General Creditor
Restructuring Period Clauns Bar Date or the Landlord Claims Bar Date, as applicable. The
Monitor shall accept, revise or reject cach Claun set forth i each such D&O Proof of Claim,
provided that the Monitor shall not accepl or revise any portion of a D&O Claim absent consent

of the applicable Directors and Officers or further Order of the Court.

56. THIS COURT ORDIERS that the Monitor shall notify the General Creditor Claimant who
has delivered such Proof of Claim or D&O Proof of Claim, as applicable, that such Claim has been

revised or rejected and the reasons thercfor, by sending a Notice of Revision or Disallowance by

no later than July 31, 2018 or such later date as ordered by the Court on application by the Monitor.

57. THIS COURT ORDERS that any General Creditor Claimant who intends to dispute a

Notice of Revision or Disallowance hereof shall:

(a) deliver a completed Notice of Dispute of Revision or Disallowance, along with the
reasons for the dispute, to the Monitor by no later than thirty (30) days after the
date on which the General Creditor Claimant is deemed to receive the Notice of
Revision or Disallowance, or such other date as may be agreed to by the Monitor
in writing (provided that any General Creditor Claimant may file such Notice of

Dispute of Revision or Disallowance through the online portal on the Monitor’s

website, and such Notice of Dispute of Revision or Disallowance shall be deemed
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{o have been recerved by the Morioras of the timie s subited on the Monitor
website): and

in the event that a dispute raised i1 a Notice of Dispute of Revision ot Disallowance
is not settled within a time period or in a manner satisfactory to the Monitor, in
consultation with the Sears Canada [nuities and the applicable Dircctors and
Officers i respect of any D&O Claim, the Monitor shall refer the dispute raised in
the Notice of Dispute of Revision or Disallowance to a Claums Officer or the Court
for adjudication at 1ts election. Ior greater certainty, any party may file additional
evidence, documentation, reports or information on any hearing to resolve the
issues raised in a Notice of Dispute of Revision or Disallowance and no party will
object to the filing of such additional evidence on the basis that such evidence,
documentation, report or tformation was not included in the initial Proof of Claim,

D&O Proof of Claim or Notice of Revision or Disallowance.

58. THIS COURT ORDERS that where a General Creditor Claimant that receives a Notice of
Revision or Disallowance does not {ile a completed Notice of Dispute of Revision or Disallowance
by the time set out in paragraph 57(a), such General Creditor Claimant’s Claim or D&C Claim

relating to such Claim shall be deemed to be as set out in the Notice of Revision or Disallowance

and such General Creditor Claimant shall have no further right to dispute same.

59. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities
and the applicable Directors and Officers in respect of any D&O Claim, may refer any Claim to a

Claims Officer or the Court for adjudication at its election by sending written notice to the

applicable parties at any time.



INTERCOMPANY CLAINMS
60. THIS COURT ORDERS that the Monitor shall prepare a report 1o be served on the Service
List and filed with the Court for the Court to consider, detailing its review of all Intercompany
Claims and assessing in detail with reasonably sufficient particulars and analysis the validity and
guantum of such Claims (the “Manitor’s Intercompany Claims Report”). The Monitor's
Intercompany Claims Report shall be served on or before the General Creditor Claims Bar Date,
unless otherwise ordered by this Court on application by the Moniter and shall contain a
recommendation with respect to the next steps to be taken, 1f any, with respect to the determination
and adjudication of Intercompany Claims. For greater certainty, nothing i the Monitor’s

Intercompany Claims Report shall bind the Court with respect to its determination of the

Intercompany Claims as the Court sees fit, including without limitation, the validity, priority or

guantum of sach Intercompany Claims.

61. TIHIS COURT ORDERS that each Intercompany Claim identified in the Monitor’s
Intercompany Claims Report shall be deemed to have been properly submitted through a Proof of
Claim in respect of such Intercompany Claim by the Intercompany Claimant as if such Claim was
a Pre-Filing Claim or Restructuring Period Claim, as applicable, in accordance with the

requirements of this Order, and any Intercompany Clauns not included in the Monitor’s

Intercompany Claims Report shall be deemed to be a General Creditor Claim barred pursuant to

paragraph 38 of this Order.

CLAIMS OFFICER

62. THIS COURT ORDERS that the Hon. Mr. James Farley, Q.C., and such other Persons as
may be appointed by the Court from tune to time on application of the Monitor, in consultation

with the Sears Canada Entities, be and are hereby appointed as Claims Officers for the Claims

Process. The Monitor, n consultation with the Scars Canada Entites, is hereby permnitted to seek
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the Court’s relerrat of a disputed Construction Claun to a Construction Lien Master, who shali be

appointed as a Claims Officer hereunder, i accordance with apphceable Provincial Tien
Legislation.

63. THIS COURT ORDERS that a Claims Officer shall determine the validity and amount of
disputed Claims in accordance with this Order and to the extent necessary may determine whether
any Claim or part thereof constitutes an Excluded Claim and shall provide wntlen reasons. A
Claims Officer shall determine all procedwral matters which may arise in respect of his or her

determmation of these matlers, mcluding the manner in which any evidence may be adduced. A

Claims Officer shall have the discretion to determine by whom and to what extent the costs of any

hearing before a Claims Officer shall be paid.

64. THIS COURT ORDERS that the Monitor, the General Creditor Claimant, the Sears
Canada Entities and the applicable Directors and Officers in respect of any D&O Claim may,
within ten (10) days of such party receiving notice of a Claims Officer’s determination of the value
ofa General Creditor Claimant’s Claim, appeal such determination or any olher matter determined
by the Claims Officer i1 accordance with paragraph 63 or otherwise to the Court by filing a notice

of appeal, and the appeal shall be initially returnable for scheduling purposes within ten (10) days

of filing such notice of appeal.

65. THIS COURT ORDERS that the Momnitor, any Construction Claimant, mcluding a
Construction Sub-Contractor, the Sears Canada Entities and the applicable Directors and Officers
in respect of any D&QO Claim relating to a Construction Claim may, within ten (10) days of such
party receiving notice of a Claims Officer’s determiunation of the value of a Construction
Contractor’s Construction Claim, appeal such determination or any other matter determined by the

Claims Officer in accordance with paragraph 63 or otherwise to the Court by filing a notice of
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appeal, and the appeal shall be intially returnable for scheduling paposces witiun ten (10) days of
(iling such notice o appeatl

606. THIS COURT ORDERS that, if no party appeals the determination of value ol a Claim by
a Claims Officer 1n accordance with the requirements set out in paragraphs 64 and 65 above, the
decision of the Claims Officer in determimng the value of the Claim shall be final and binding
upon the Sears Canada Entities, the Monitor, the applicable Directors and Officers in respect of a

D&O Claim and the Claimant, and there shall be no further right of appeal, review or recourse Lo

the Court from the Claims Officer’s final determination of a Claim.

67. THIS COURT ORDERS that the provisions of paragraphs 62 to 66 herein shall not apply

to Intercompany Claims.

NOTICE OF TRANSFEREES
68. THIS COURT ORDERS that, {rom the date of this Order untif scven (7) days prior to the
date fixed by the Court for any distribution in the CCAA Proceedings or any other proceeding,

Including a bankruptcy, leave 1s hercby granted to permit a Claimant to provide to the Monitor

notice of assignment or transfer of a Claim to any third party, and that no assignment or transfer

of a partial Claim shall be permitted.

69. THIS COURT ORDERS that, subject to the terms of any subsequent Order of this Court,
if, after the Filing Date, the holder of a Claim transfers or assigns the whole of such Claim to
another Person, neither the Monitor nor the Sears Canada Entities shall be obligated to give notice
to or otherwise deal with the transferee or assignec of such Claim in respect thereof unless and
until actual notice of transfer or assignment, together with satisfactory evidence of such transfer

or assigrunent, shall have been received and acknowledged by the Monitor in writing and thereafier

such transferee or assignee shall, for the purposes hereof, constitute the “Claimant” in respect of
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the whole of such Claim. Any such transterce or assignee of a Claun shali be bound by any notices
given or steps taken n respect of such Claim i accordance with this Order pror to receipt and
acknowledgement by the Monitor of satisfactory cvidence of such (ransfer or assignment. A
transferee or assignee of a Claim takes the Claim subject to any rights of set-o (T to which the Sears
Canada Entities and/or the applicable Dircctors and Officers may be entitled with respect Lo such
Claim. For greater certainty, a transferee or assignee of a Claim is not entlitied (o set-oiT, apply,
merge, consolidate or combine any Claim assigned or transferred (o it against or on account or in

reduction of any amounts owing by such Person to the Sears Canada Entities or the applicable

Directors and Officers.

SERVICE AND NOTICE
70. THIS COURT ORDERS that the Monitor may, unless otherwise specified by this Order,
serve and deliver or cause to be served and delivered the Coustruction Claims Package, the
Employee Letter, the Other Employee Letter and the General Creditor Claims Package, and any
letters, notices or other documents, to the appropriate Claimants, Eployees, Pensioners, unions,
or other interested Persons by forwarding true copies thercof by prepaid ordinary mail, courier,
personal delivery, facsimile transmission or email to such Persons at the physical or electronic

address, as applicable, last shown on the books and records of the Sears Canada Entities or, where

applicable, as set out in such Claimant’s Proof of Claim or D&O Proof of Claim.

71. THIS COURT ORDERS that Pension Representative Counsel may, unless otherwise
specified by this Order, serve and deliver or cause to be served and delivered the Pensioner Letter,

and any letters, notices or other documents, to the Pensioners by forwarding true copies thereof by

prepaid ordinary mail, courler, personal delivery, facsimile transmission or email to such Persons
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at the physical or electrome address, as applicable, last shown on the books and records of the
Sears Canada Fntilies

72. THIS COURT ORDERS that such service and delivery of any documents 1 connection
with this Claims Process shall be deemed to have been received: (i) if sent by ordinary mail, on
the third Business Day after mailing to an address within Ontario, the (1fth Business Day after
matling (o an address within Canada (other than %/ithin Ontario), and the tenth Business Day after
mailing (o an address interationally; (1) if sent by courier or personal delivery, on the next
Business Day following dispatch; and (1) if delivered by facsimile transmission or ecmail by 5:00

p.m. on a Business Day, on such Business Day and 1f delivered after 5:00 p.m. or other than on a

RBusiness Day, on the following Business Day.

73. THIS COURT ORDERS that any notice or comumunication required to be provided or

delivered by a Claimant to the Monitor under this Order shall, unless otherwise speeified in this

Order, be in writing in substantially the form, if any, provided for in this Order and will be

sufficiently given only if delivered by prepaid ordinary mail, registered mail, courier, personal

delivery, facsimile transmission or email addressed to:

FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, ON MS5K 1G8

Attention: Sears Canada Claims Process
Email: searscanada@fticonsulting.com
Fax: 416-649-8101

Subject to paragraphs 37, 43 and 57(a) hereto, any such notice or communication delivered by a

Claimant shall be deemed received upon actual receipt by the Menitor thereof during normal
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hours, the nest

Business Day

74. THIS COURT ORDERS that if, during any period dunng which notices or other
communicalions are being given pursuant to this Order, a postal strike or postal work stoppage of
general application should occur, such notices or other communications sent by ordinary or
registered mail and then not received shall not, absent further Order of this Court, be cffective and
notices and other communications given hereunder dunng the course of any such postal strike or

work stoppage of general application shall only be effective if given by courier, personal delivery,

facsimile transmission or emall in accordance with this Order.

MISCELLANEOUS
THIS COURT ORDERS that the Sears Canada Entities, the Monitor, Employee

75.
Representative Counsel, Pension Representative Counsel, the Pension Plan Administrator and the
Superintendent may from time to time apply to this Court to extend the time for any action which
the Sears Canada Entities, the Monitor, Employee Representative Counsel, Pension Representative
Counsel, the Pension Plan Admirustrator or the Superintendent is required to take if reasonably

required to carry out its duties and obligations pursuant to this Order and for advice and directions

concerning the discharge of its powers and duties under this Order or the interpretation or
application of this Order.

76. THIS COURT ORDERS that nothing in this Order shall prejudice the rights and remedics
of any Directors or QOfficers or other Persons under the Directors’ Prionity Charge, the Directors’

Subordinated Charge or any applicable insurance policy or prevent or bar any Pcrson from seeking

recourse against or payment from the Sears Canada Entities’ inswrance or any Director’s or

Officer’s liability insurance policy or policics that exist to protect or indemmnify the Directors or
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Officers or other Persons, whether such recourse or payment is sought directly by the Person
asserting a Claim from the insurer or derivatively through the Director or Officer or any Sears
Canada Entity; provided, however, that nothing in this Order shall create any rights in favour of
such Person under any policies of insurance nor shall anything in this Order limit, remove, modify
or alter any defence to such Claim available to the insurer pursuant to the provisions of any
insurance policy or at law; and further provided that any Claim or portion thereof for which the
Person receives payment directly from, or confirmation that he or she is covered by, the Sears
Canada Entities’ insurance or any Director’s or Officer’s liability insurance or other liability
insurance policy or policies that exist to protect or indemnify the Directors or Officers or other
Persons shall not be recoverable as against a Sears Canada Entity or Director or Officer as

applicable.

77.  THIS COURT ORDERS that this Order shall have full force and effect in all provinces

and territories in Canada.

78. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative bodies, having jurisdiction in Canada or in the United States of
America, to give effect to this Order and to assist the Sears Canada Entities, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to provide such
assistance to the Sears Canada Entities and to the Monitor, as an officer of this Court, as may be
necessary or desirable to give effect to this Order, to grant representative status to the Monitor in
any foreign proceeding, or to assist the Sears Canada Entities and the Monitor and their respective

agents in carrying out the terms of this Order.

ENTERED AT/ INSCRIT A TORCNTO

ON / BOOK NO:
LE / DANS LE REGISTRE NO:
DEC U 8 2017

PER [ PAR: Y\Q
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SCHEDULE A
NOTICE TO CREDRITORS AND OTHERS OF FILING OF CLAIMS AGAINST THE
SEARS CANADA ENTITIES AND/OR THEIR DIRECTORS AND OFFICERS

NOTICE OF CLAIMS PROCESS AND CLAIMS BAR DATE IN COMPANIES'
CREDITORS ARRANGEMENT ACT PROCEEDINGS OF SEARS CANADA INC,
CORBEIL ELECTRIQUE INC., S.L.H. TRANSPORT INC., THE CUT INC., SEARS
CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES INC., INITIUM
COMMERCE LABS INC., INITIUM TRADING AND SOURCING CORP., SEARS
FLOOR-COVERING :CENTRES'INC., 173470 CANADA INC., 2497089 ONTARIO INC.,
6988741 CANADA INC., 10011711 CANADA INC., 1592580 ONTARIO LIMITED,
955041 ALBERTA LTD., 4201731 CANADA INC., 168886 CANADA INC., 3339611
CANADA INC. and SEARSCONNECT (COLLECTIVELY, THE “SEARS CANADA

ENTITIES”)

RE:

PLEASE TAKE NOTICE that on [December 8], 2017, the Ontario Superior Court of Justice
{Commercial List) issued an order (the "Claims Procedure Order”) in the Companies’ Creditors
Arrangement Act proceedings of the Sears Canada Entities, commencing » claims procedure
(the “Claims Process”) for the purpose of identifying and determining all Claims agains! the
Sears Canada Entities and their respective Directors and Officers (including faormer dircclors
and officers). Capitalized terms used but not defined herein have the meanings ascribed to
them in the Claims Procedure Order. Please review the Claims Procedure Order for the
complete definitions of “Claim”, “Pre-Filing Ciaim”’, "Resifructuring Period Ciaim”, "Post-
Filing Claim”, “Construction Claim”, “Landlord Claim” and “D&O Claim” to which the Claims

Process applies.

The Claims Procedure Order requires that all Persons who assert or wish to assert a Claim
against the Sears Canada Entities, whether unliquidated, contingent or otherwise, and all
Persons who assert a Claim against Directors or Officers of the Sears Canada Entities, MUST
file a Proof of Claim or D&QO Proof of Claim. as applicable, with FT! Consulting Canada Inc._ in its
capacity as Monitor _of the Sears Canada Enlilies (lhe “Monitor”) on or befure 5:00 pom
(Toronto lime) on March 2, 2018 (or (i} in the case of a Restructuring Period Claim, on or before
the applicable Restructuring Period Claims Bar Date. (ii} in the case of a Post-Filing Claim, on

Landlord Claims Bar Date).

Certain Claimants are exempted from the requirement to file a Proof of Claim or D&O Proof of
Claim, as applicable, at this time including: (a) current or former employees of the Sears
Canada Entities, whose Claims (of any type) are to be addressed in a future claims process
being developed by the Sears Canada Entities and the Monitor, working in conjunction with
Employee Representative Counsel, Pension Representative Counsel, the Pension
Administrator and the Superintendent; {b) holders of Construction Claims, as Construction
Contractors (as defined in the Claims Procedure Order) will be contacted by the Monitor in
respect of such Construction Claims; and {¢) holders of any customer warranty provided by a

Sears Canada Entity for any Claim in respect of such warranty.

Please also take notice that effective as of January 21, 2018, Sears Loyalty Points and
gift cards will no longer be honoured by the Sears Canada Entities.

The General Creditor Claims Bar Date is 5:00 p.m. (Toronto time) on March 2, 2018. Proofs
of Claim in respect of Pre-Filing Claims against one or more of the Sears Canada Entities, and

i
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D&O Froofs of Claim against any of the Directors and/or Cfficers of the Sears Canada Enlities
in respect of the Pre-Filing Period (i.e., Claims arising prior to June 22, 2017), mus! be
compleled and fited with the Monitor on or before the General Creditor Clainix Bar Date.

The General Creditor Restructuring Period Claims Bar Date is 5:00 pm {Toronto time) on
the date that is the later of (i) 45 days after the date on which the Monitor sends a General
Creditor Claims Package with respect to a Restructuring Period Claim and (ii) the General
Creditor Claims Bar Date. Proofs of Claim and D&O Proofs of Claim in respect of Restructuring
Period Claims must be completed and filed with the Monitor on or before the General Creditor

Restructuring Penod Claims Bar Date.

The General Creditor Post-Filing Claims Bar Date is 5:00 p.m. (Toronto time) on April 2,
2018. Proofs of Claim in respect of Post-Filing Claims (i.e., claims for non-payment of goods or
services supplied to a Sears Canada Entity on or after June 22, 2017) must be completed and
filed with the Monitor on or before the General Creditor Post-Filing Claims Bar Date.

The Landlord Claims Bar Date is 5:00 pm (Toronto time) on the date that is the laler of (i) 45
days after the date on which the Monitor sends a General Creditor Claims Package with respect
to a Landlord Claim and (ii) April 2, 2018. Proofs of Claim and D&O Proofs of Claim in respect of
Landlord Claims must be completed and filed with the Monitor on or before the LLandlord Claims

Bar Date.

Only Proofs of Claim and D&O Proofs of Claim actually received by the Monitor on or before
5:00 p.m. (Toronto time) on March 2, 2018 {or in the case of (i) a Restructuring Period Claim, on
or before the Restructuring Period Claims Bar Date, (ii) in the case of a Post-Filing Claim, on or
before the General Creditor Post-Filing Claims Bar Date, or (jii) in the case of a Landlord Claim,
on or before the Landlord Claims Bar Date) will be considered filed on time.

FAILURE TO FILE A PROOGF OF CLAIM OR D&0O PROOF OF CLAIM SO IT IS RECEIVED
By THE APPLICABLE CLAIMS BAR DATE WILL RESULT IN YOUR CLAIM BEING

BARRED AND EXTINGUISHED FOREVER.

Pursuant to the Claims Procedure Order, General Creditor Claims Packages, including the form
of Proof of Claim and D&O Proof of Claim, will be sent by the Monitor to all known General
Creditor Claimants with potential Claims above $1,000, and to all Sears Suppliers.” A copy of
the Claims Procedure Order, the General Creditor Claims Package (including copies of the
Proof of Claim and D&O Proof of Claim forms), and other public information concerning these
CCAA  Proceedings may also be found at the Monitor's website at

cfcanada.fticonsulting.com/searscanada.

Claimants can also, and are in fact strongly encouraged to, submit their Proofs of Claim or D&O
Proofs of Claim, as applicable, at this website.

Claimants requiring further information or claim documentation, or who wish to submit a
Proof of Claim or D&O Proof of Claim to the Monitor, may contact the Monitor at the following

address:

FT! Consulting Canada Inc., Sears Canada Monitor

1 This sentence to be deleted from all forms of Notice included in a General Creditor Claims Package.
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TD Waternouse Tower

79 Wellington Street West
Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process

Tel.: 416-649-8113

Toll Free:  1-855-649-8113

Fax No:: - 4166498101 :
Email: searscanada@fliconsulting.com

DATED this day of December, 2017.

FTI Consulting Canada Inc.,
in its capacity as Court-appointed Monitor
of the Sears Canada Entities



SCHEDULE B
CLAIMANT'S GUIDE TO COMPLETING THE PROOF OF CLAIM FORM FOR
CLAIMS AGAINST THE SEARS CANADA ENTITIES

This Guide has been prepared to assist Claimants in filling oul the Proof of Claim form for
Claims against the Sears Canada Entities. IT you have any additional questions regarding
completion of the [Proof of Claim form, please consull the Monitor's website at

shown below.

Please note that this is a guide only, and that in the event of any inconsistency between the
terms of this guide and the terms cf the Claims Procedure Order made on [December 8], 2017
(the “Claims Procedure Order”), the terms of the Claims Procedure Order will govern. Unless
otherwise defined, all capitalized terms used herein have the meanings given to them in the

Claims Procedure Order.
A copy of the Claims Procedure Order and additional copies of the Proof of Claim form may be

found at the Monitor's website. Claimants can. and are in fact strongly encouraged to, submit
their Proof of Claim at the Monitor's website at cfcanada.fticonsuiting.com/searscanada.

Note further that certain Claimants are exempted from the requirement to file a Proof of Claim or
D&O Proof of Claim, as applicable, at this time including:

(a) current or former employees of the Sears Canada Entities, whose Claims (of any
type) are to be addressed in a future claims process being developed by the
Sears Canada Entities and the Monitor, working in conjunction with Employee
Representative Counsel, Pension Representative Counsel, the Pension

Administrator and the Superintendent;

(b) holders of Construction Claims, as Construction Contractors (as defined in the
Claims Procedure Order) will be contacted by the Monitor in respect of such

Construction Claims; and

(c) holders of any customer warranty provided by a Sears Canada Entity, as the
Sears Canada Entities will be deemed to have already filed Proofs of Claim on
behalf of each warranty holder for the purposes of this Claims Process.

SECTION 1 — DEBTOR(S)

2 The full name of each Sears Canada Entity against which the Claim is asserted must be
listed (see footnote 1 for complete list of Sears Canada Entities). If there are insufficient
lines to record each such name, attach a separate schedule indicating the required

information.

" The “Sears Canada Entities” are Sears Canada Inc., Corbeil Electrique Inc., S.L H. Transpod Inc., The Cul Inc., Sears Contact
Services Inc., Initium Logistics Services Inc., Initium Commerce Labs inc., Inittum Logistics Services Inc., Initium Commerce Labs
Inc., initium Trading and Sourcing Corp., Sears Floor Covering Cenlres Inc., 173470 Canada Inc., 2497089 Ontario Inc., 6988741
Canada Inc., 10011711 Canada Inc., 1592580 Onlario Limited, 955041 Alberia {{d, 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc., and SearsConnecl.
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A separate Proof of Claim must be filed by each legal entity or person assening a Claim
against the Sears Canada Entities, or any of them.

The Claimant shall include any and all Claims it asserts against the Sears Canada
Entities, or any of them, in a single Proof of Claim.

The full legal name of the Claimant must be provided.

If the Claimant operates under a differenl name or names, please indicate this in a
separate schedule in the supporting documentation.

If the Claim has been acquired via assignment or other transfer from another party,
Section 2(b) must also be completed.

Unless the Claim is assigned or transferred, all future correspondence, notices, etc.
regarding the Claim will be directed to the Claimant at the address indicated in this

section.

SECTION 2(b) — PARTICULARS OF ORIGINAL CLAIMANT FROM WHOM YOU ACQUIRED

CLAIM, IF APPLICABLE

If the Claimant acquired its Claim by assignment or other transfer from an original holder
of the Claim, then Section 2(b) must be completed, and all documents evidencing the

assignment must be atlached.
The full legal name of the original holder of the Claim must be provided.

If the original holder of the Claim operates under a different name or names, please
indicate this in a separate schedule in the supporting documentation.

SECTION 3 - AMOUNT AND TYPE OF CLAIM

Amount

1

If the Claim is a Pre-Filing Claim within the meaning of the Claims Procedure Order, then
indicate the amount that each appropriate Sears Canada Entity was and still is indebted
to the Claimant in the space reserved for Pre-Filing Claims in the “Amount of Claim”
column, including interest up to and including June 22, 2017,

If the Claim is a Restructuring Period Claim within the meaning of the Claims Procedure
Order, then indicate the Claim amount that each appropriate Sears Canada Entity was
and still is indebted to the Claimant in the space reserved for Restructuring Period
Claims in the “Amount of Claim” column (which is below the space reserved for Pre-

Filing Claims).

For reference, a “Restructuring Period Claim™ means any right or claim of any Person
against any of the Sears Canada Entities, including in connection with any indebtedness,
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tiability, or obligation of any kind whatsogver of any such Sears Canada Entily to such
Person arising on or after June 22, 2017, including without limitation rights or claims with
respect to the restructuring, disclaimer, resiliation, terminalion or breach by such Sears
Canada Entity on or after June 22, 2017 of any conlract, lease or other agreement
whether written or oral, but excluding any Post-Filing Claims.

If the Claim is a -Post-Filing Claim within the meaning of the Claims Procedure Order,
then indicate the Claim amount that each appropriate Sears Canada Entity was and still
is indebted to the Claimant in the space reserved for Post-Filing Claims in the “Amount
of Claim® column (which is below the space reserved for Restructuring Period Claims).-

For reference "Post-Filing Claim” means any right or claim of any Sears Supplier
against any of the Sears Canada Enlities in connection with any non-payment by any
such Sears Canada Entity to such Sears Supplier for goods or services supplied to such
Sears Canada Entity on or after June 22, 2017.

If the Claim is a Landlord Claim within the meaning of the Claims Procedure Order, then
indicate the amount of the Landlord Claim that is a Pre-Filing Claim, Restructuring
Period Claim, or Post-Filing Claim, as applicable, in the space reserved for such Claims

in the “Amount of Claim” column.

If there are insufficient lines to record each Claim amount, attach a separate schedule
indicating the required information.

Currency

4

The amount of the Claim must be provided in the currency in which it arose.

Indicate the appropriate currency in the “Currency” column.

If the Claim is denominated in multiple currencies, use a separate line to indicate the
Claim amount in each such currency. If there are insufficient lines to record these
amounts, attach a separate schedule indicating the required information.

If necessary, currency will be converted in accordance with the Claims Procedure Order.

Whether Claim is Secured and Value of Security

Check the appropriate box if the Claim recorded on that line is a secured claim. If it is,
indicate the value which you ascribe to the assets charged by your security in the

adjacent column.

if the Claim is secured, on a separate schedule provide full particulars of the security,
including the date on which the security was given, the value which you ascribe to the
assets charged by your security and the basis for such valuation and attach a copy of

the security documents evidencing the security.
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SECTION 4 - SUPPORTING DOCCUMENTATION

Altach to the Proof of Claim form all particulars of the Claim and supporting
documentation, including amount, and description of transaction(s) or agreement(s), or
legal breach(es) giving rise to the Claim, any claim assignment/transier agreement or
similar document, if applicable, the name of any guarantor(s) which has guaranieed the
Claim, the amount of invoices, particulars of all credits, discounts, elc. claimed, as well
as a description of the security, if any, granted by the affected Sears Canada Entity to

the Claimant and the estimated value of such security,

SECTION 5 -~ CERTIFICATION

The person signing the Proof of Claim should:

(a) be the Claimant or authorized representative of the Claimant;
(b) have knowledge of all the circumstances connected with this Claim;
(c) assert the Claim against the Debtor(s) as set out in the Proof of Claim and certify

all supporting documentation is attached; and

(d) have a witness to its certification.

By signing and submitting the Proof of Claim, the Claimant is asserting the Claim against
each Sears Canada Entity named as a “Debtor” in the Proof of Claim.

SECTION 6 — FILING OF CLAIM

If your Claim is a Pre-Filing Claim within the meaning of the Claims Procedure Order
(excluding, for greater certainty, any Pre-Filing Claim that may be asserted by a
Landlord), the Proof of Claim MUST be returned to and received by the Monitor on or
before 5:00 p.m. {Toronto time} on March 2, 2018 (the “General Creditor Claims Bar

Date”).

If your Claim is a Restructuring Period -Claim - within - the meaning of the Claims
Procedure Order (and see item 2 of Section 3 above for an excerpt of the relevant
definition) (and excluding, for greater certainty, any Restrucluring Period Claim that may
be asserted by a Landlord), the Proof of Claim MUST be returned to and received by the
Monitor by 5:00 p.m. (Teronto time) on lhe date (the "General Creditor Restructuring
Period Claims Bar Date”) that is the later of (i) the date that is 45 days afler the date on
which the Monitor sends a General Creditor Claims Package with respect to a
Restructuring Period Claim and (ii) the General Creditor Claims Bar Date.

If your Claim is a Post-Filing Claim within the meaning of the Claims Procedure Order
(and see item 3 of Section 3 above for an excerpt of the relevant definition) (and
excluding, for greater certainty, any Post-Filing Claim that may be asserted by a
L.andlord), the Proof of Claim MUST be returned to_and received by the Monitor on or
before 5:00 p.m. (Toronto time) on April 2. 2018 (the “General Creditor Post-Filing

Claims Bar Date”).
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4

if your Claim is a Landiord Claim within the meaning of the Claims Procedure Order
(including, for greater certainly, any Pre-Filing Claim, Post-Filing Claim or Restructuring
Period Claim of a Landlord), the Proof of Claim MUST be rcturned to and received by
the_Monitor by 5:00 pm {Toronto time) on the date {ihe "Landlord Claims Bar Date”)

Gﬁgaﬂnéﬁrgl Credilor Claims Package with respect to a Landlord Claim and (ii) April 2, 2018

Claimanis are strongly encouraged to complete and submit their Proof of Claim on the
Monitor's  online claims  submission portal which can be found at
cfcanada.fticonsulting.com/searsganada. If not submitted at the online portal, Proofs of
Claim must be delivered {o the Monitor by prepaid ordinary mail, registered mail, courier,
personal delivery, facsimile transmission or emal! at the following address:

FTI Consulting Canada Inc., Sears Canada Monitor
TO Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process

Fax No.: 416-649-8101
Email: searscanada@fiiconsuiting.com

Failure to file your Proof of Claim so that it is actually received by the Monitor on or
before 5:00 p.m. (Toronto time) on the General Creditor Claims Bar Date, the General
Creditor Restructuring Period Claims Bar Date, the General Creditor Post-Filing Claims
Bar Date or the Landlord Claims Bar Date, as applicable, WILL result in your Claim being
forever barred and you will be prevented from making or enforcing your Claim against
the Sears Canada Entities. In addition, you shall not be entitled to further notice of and
shall not be entitled to participate as a creditor in the Sears Canada Entities’ CCAA

proceedings.
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SCHEDULE C
PROOF OF CLAIM FORM
FOR CLAIMS AGAINST THE SEARS CANADA ENTITIES!

Note: Claimants are strongly encouraged to complete and submit their Proof of Claim on
the Monitor's  online claims  submission  portal which can  be found at

cfcanada.fticonsulting.com/searscanada.

NAME OF SEARS CANADA ENTITY OR ENTITIES (THE “DEBTOR(S)”) THE CLAIM

1
IS BEING MADE AGAINST:
Debtor(s):
2 (A) PARTICULARS OF CLAIMANT

Full Legal Name of Claimant:

Full Mailing Address of Claimant:

Telephone Number of Claimant:

Facsimile Number of Claimant:

E-mail Address of Claimant:

Attention (Contact Person):

1 The "Sears Canada Entities" are Sears Canada Inc., Corbeil Electrique Inc., S$.L.H. Transport inc., The Cut Inc., Sears Contact
Services Inc., Initium Logistics Services Inc., (nitium Commerce Labs Inc., Inilium Logistics Services Inc., Initium Commerce Labs
Inc., Initium Trading and Sourcing Corp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 Onlario Inc., 6988741
Canada Inc., 10011711 Canada lnc., 1592580 Ontario Limiled, 955041 Alberla Lid., 4201731 Canada lac., 168886 Canada Inc.,

3330611 Canada Inc., and SearsConnect
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(B) PARTICULARS OF ORIGINAL CLAIMA R
CLAIM, IF APPLICABLE

NT FROM WHOM YOU ACQUIRED

Has the Claimant acquired this Claim by assignmenl? Yes [ | No []

(i) If yes, attach documents evidencing assignment and provide full particulars of
the original Claimant from whom the Claim was acquired from:

Fuil Legal Name of original Claimant:

Full Mailing Address of original
Claimant:

Telephone Number of original Claimant:

Facsimile Number of original Claimant:

E-mail Address of originai Claimant:

Attention (Contact Person):

3 AMOUNT AND TYPE OF CLAIM

The Debtor was and still is indebted to the Claimant as follows:

[ Currency: | Amount  of Pre-Filing Claim | Whether  Claim
(including interest up (o and | Secured:

is

Value of Securify Helndv,w
if any3:

_including June 22, 2017)2

Yes|[ ] No[]

Yes [ ] No[]

Yes[ ] No[]

2 Interest accruing from the Filing Date (June 22, 2017) shalf not be included in any Claim.

3 If the Claim is secured, provide full particulars of the security, including the date on which the securily was given, the value for
which you ascribe to the assets charged by your security, the basis for such valuation and attach a copy of the securily documents

evidencing the security. This information may be provided in a separate schedule, if necessary.

2

208



Wheiher
Secured.

Ciaim

S

il any:

Yes | ] No[]

Yes [ ] No [}

Value of Sacurily Heid, |

Currency:

Amount of Post-Filing Clairm’

Whether  Claim

Secured:

Yes [ No[ ]

Yes [ 1 Nol ]

4 DOCUMENTATION

Yes [ ] No [

Value of S@FurMyHad ]
| ifany

Provide all particulars of the Claim and supporting documentation, including amount, and
description of transaction(s) or agreement(s), or legai breach(es) giving rise to the Claim,
including any claims assignment/transfer agreement or similar document, if applicable, and
amount of invoices, particutars of all credits, discounts, etc. claimed, description of the security,
if any, granted by the affected Debtor to the Claimant and estimated vaiue of such security.

5 CERTIFICATION

| hereby certify that:

| am the Claimant or authorized representative of the Claimant.

(a)
(b) | have knowledge of all the circumstances connected with this Claim.
(c) The Claimant asserts this Claim against the Debtor(s) as set out above.
(d) Complete documentation in support of this Claim is attached.
Signature: Witness:
(signature)
Name:
Daled at _ this ___ dayofl,
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6 FILING OF CLAIM AND APPLICABLE DEADLINES

For Pre-Filing Claims (except Pre-Filing Claims that may be asserted by a Landlord), this Proof
of Claim must be returned to and received by the Monitor by 5:00 p.m. (Toronto time) on March
2, 2018 (the “General Creditor Claims Bar Date”).

For Restructuring Period Claims {except Restructuring Period Claims that may be asserted by a
Landlord), this Proof of Claim must be returned to and received by the Monitor by 5:00 p.m.
(Toronto time) .on the later of (i) the date that is 45 days after the date on which the Monitor
sends a General Creditor Claims Package with respect to a Restructuring Pericd Claim and (i)
the General Creditor Claims Bar Date (the "General Creditor Restructuring Period Claims
Bar Date”).

For Post-Filing Claims (except Post-Fiiing Claims that may be asserted by a Landlord), this
Proof of Claim must be retumed to and received by the Monitor by 5:00 p.m. (Toronto time) on

April 2, 2018 (the “General Creditor Post-Filing Claims Bar Date”).

ﬁ_e_étructuring Period Claim of a Landlord), this Proof of Claim must be returned to and received
by the Monitor by 5:00 p.m. {Toronto time) on the later of (i) the date that is 45 days afler the
date on which the Monitor sends a General Creditor Claims Package with respect o a Landlord

Claim and (i) April 2, 2018 (the “Landlord Claims Bar Date”).

In each case, completed forms must be delivered to the Monitor by prepaid ordinary mail,
registered mail, courier, personal delivery, facsimile transmission or email at the following

address:

FTi Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Taronto, Ontario M5K 1G8

Attention: Sears Canada Claims Process

Fax No.: 416-649-8101
Email: searscanada@fticonsulting.com

Alternatively, Claimants can, and in fact are strongly encouraged to, complete and submit their
Proof of Claim on the Monitor's online claims submission portal which can be found at

cfcanada.fticonsulting.com/searscanada.

Failure to file your Proof of Claim so that it is actually received by the Monitor on or
before 5:00 p.m. (Torontc time) on the General Creditor Claims Bar Date, the General
Creditor Restructuring Period Claims Bar Date, the General Creditor Post-Filing Claims
Bar Date or the Landlord Claims Bar Date, as applicable, WILL result in your Claim being
forever barred and you will be prevented from making or enforcing your Claim against
the Sears Canada Entities. In addition, you shall not be entitled to further notice of and
shall not be entitled to participate as a creditor in the Sears Canada Entities' CCAA

proceedings.
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SCHEDULE D
CLAIMANT'S GUIDE TO COMPLETING THE D&O PROOF OF CLAIM FORM
FOR CLAIMS AGAINST DIRECTORS AND/OR OFFICERS
OF THE SEARS CANADA ENTITIES'

This Guide has been prepared to assist Claimants in filling out the D&O Proof of Claim form for
Claims against the Directors and/or Officers (present and former) of the Sears Canada Entilies.
If you have.any additional quéstions. régarding. complétion of.the D&O. Proof. of Claim; please
consult the Monitor's website at cfcanada.fticonsulting.com/searscanada or contact the Monitor,
whose contact information is shown below.

Claim Form for Claims against the Sears Canada Entities”, which is avaijlable on the Monitor's
website at cfcanada.fticonsulting.com/searscanada.

Please note that this is a guide only, and that in the event of any inconsistency between the
terms of this guide and the terms of the Claims Procedure Order made on [December 8], 2017
(the “Claims Procedure Order”), the terms of the Claims Procedure Order will govern. Unless
otherwise defined, all capitalized ferms used herein have the meanings given to them in the

Claims Procedure Order.

Additional copies of the D&O Proof of Claim form may be found at the Monitor's website.
Claimants can, and are in fact strongly encouraged to, submit their D&O Prools of Claim at the
Monitor's website at cfcanada.fticonsulting.com/searscanada.

SECTION 1 - DEBTOR(S)

The full name of all the Directors and/or Officers {present and former) of the Sears
Canada Entities against whom the Claim is asserted must be listed. If there are
insufficient lines to record each such name, attach a separate schedule indicating the

required information,

1

SECTION 2(a) — ORIGINAL CLAIMANT

A separate D&O Proof of Claim must be filed by each legal entity or person asserting a

1
Claim against the Sears Canada Entities' Directors or Officers.

2 The Claimant shall include any and all D&O Claims it asserts against the Sears Canada
Entities’ Directors or Officers in a single D&O Proof of Claim.

3 The full legal name of the Claimant must be provided.

" The Sears Canada Entities” are Sears Canada Inc., Corbeil Electrique Inc., S.L.H. Transport Inc., The Cut Inc., Sears Contact
Services Inc., Initium Logistics Services Inc., Initium Commerce Labs Inc., Initium Logistics Services Inc., Initium Commerce Labs
Inc., Initium Trading and Sourcing Com., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 Ontario Inc., 6988741
Canada Inc, 10011711 Canada Inc., 1582580 Ontario Limiled, 955041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc., and SearsConnect,
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If the Claimant operates under a different name or names, please indicate this in @

4
separate schedule in the supporting documentation.

5 If the D&O Claim has been acquired from another party. Section 2(b) musl also be
completed.

6 Unless the D&O Claim is assigned or transferred, all future correspondence, nalices,

etc. regarding the Claim will be directed to the address and contact indicated in this

section.

SECTION 2(b) - PARTICULARS OF ORIGINAL CLAIMANT FROM WHOM YOU ACQUIRED
CLAIM, IF APPLICABLE

If the Claimant acquired its D&O Claim by assignment or other transfer, then Section

1
2(b) must be completed.
2 The full fegal name of the ariginal holder of the D&O Claim must be provided.
3 [f the original holder of the D&O Claim operates under a different name or names,

please indicate this in a separate schedule in the supporting documentation.

SECTION 3 - AMOUNT AND TYPE OF D&O CLAIM OF CLAIMANT AGAINST DEBTOR(S)

If the D&O Claim arose in respect of the period prior to June 22, 2017, then indicate the

1
amount the Director(s) and/or Officer(s}) was/were and still is/are indebted to the
Claimant in the space reserved for D&O Claims in respect of the Pre-Filing Period in the
“Amount of Claim” column, including interest up to and including June 22, 2017.2

2 If the D&O Claim arose in respect of the period on or after June 22, 2017, then indicate
the amount the Director(s) and/or Officer(s) was/were and still is/are indebted to the
Claimant in the space reserved for D&O Claims in respect of the Restructuring Period in
the “Amount of Claim” column.

3 If there are insufficient lines to record each D&O Claim amount, attach a separate
schedule indicating the required information.

CURRENCY

1 The amount of the D&O Claim must be provided in the currency in which it arase.

2 Indicate the appropriate currency in the Currency column.

3 If the D&O Claim is denominated in multiple currencies, use a separate line to indicate
the Claim amount in each such currency. If there are insufficient lines to record these
amounts, attach a separate schedule indicating the required information.

4 If necessary, currency will be converted in accordance with the Claims Procedure Order.

2 Jnterest accruing from the Filing Date (June 22, 2017)shall nol be included in any Claim.,
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SECTION 4 — DOCUNMENTATION

1

Allach to the D&O Proof of Claim form all particulars of the Claim and supporting
documentation, including amount and description of lransaction{s) or agreement(s), and
the legal basis for the D&O Claim against the specific Directors or Officers at issue.

SECTION 5 — CERTIFICATION

1

N

The person signing the D&O Proof of Claim should:

(a) be the Claimant or authorized representative of the Claimant:
(b) have knowledge of all the circumstances connected with this D&O Claim;
(c) assert the Claim against the Debtor(s) as set out in the D&O Proof of Claim and

certify all supporting documentation is attached; and

(d) have a withess to its certification.

By signing and submitting the D&O Proof of Claim, the Claimant is asserting the Claim
againsl the Debtor(s) named in the D&O Proof of Claim.

SECTION 6 — FiLING OF CLAIM AND APPLICABLE DEADLINES

Py

All D&C Proofs of Claim in respect of D&O Claims arising prior to June 22, 2017 (except
D&O Claims that may be asserted by a Landlord) MUST be received by the Monitor on
or before 5:00 p.m. (Toronto time) on March 2, 2018 (the “General Creditor Claims Bar

Date”).

All D&O Proofs of Claim in respect of D&O Claims arising on or after June 22, 2017
(except D&C Claims that may be asserted by a Landlord) MUST be received by the
Monitor by 5:00 p.m. (Toronto time) on the date (the “General Creditor Restructuring

Period Claims Bar Date”) [hat is the laler of (i) the dale that is 45 days aller the date on

Restructuring Period Claim and (it} the General Credilor Claims Bar Date.

All D&O Proofs of Claim that may be asserted by a Landlord, whether arising before or
after June 22, 2017, MUST be received by the Monitor by 5:00 p.m. (Toronto time) on
the date (the "Landlord Claims Bar Date”) thal is the laler of (i) the daie that is 45 days
after the date_on which the Monilor sends a General Credilor Claims Package wilh

respect to a Landlord Claim and (i) April 2, 2018.

Claimants are strongly encouraged to complete and submit their D&O Proof of Claim on
the Monitor's online claims submission portal which can be found at
cfcanada.fticonsulting.com/searscanada. If not submitted at the online portal, Proofs of
Claim must be delivered to the Monitor by prepaid ordinary mail, registered mail, courier,
personal delivery, facsimile transmission or email at the following address:

FTI Consulling Canada Inc., Sears Canada Monitor
TD Waterhouse Tower
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79 Weilington Street West
Suite 2010, P.O. Box 104
Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process
Fax No.: 416-649-8101
Email: searscanada@{liconsulling.com

Failure to file your D&O Proof of Claim so that it is actually received by the Monitor on or

“hefore 5:00 p.m: (Toronto time) on the General Creditor Claims ‘Bar Date, the General
Creditor Restructuring Period Claims Bar Date or the Landlord Claims Bar Date, as
applicable, WILL result in your Claim being barred and you will be prevented from
making or enforcing your Claim against the Directors and Officers of the Sears Canada
Entities. In addition, you shall not be entitled to further notice of and shall not be entitled
to participate as a creditor in the Sears Canada Entities' CCAA proceedings.
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This Jorm is lo be used only by Claimanls asserling a Claim agains! any Directors ancd/or

SCHEDULE E
D&0O PROOF OF CLAIM FORM
FOR CLAIMS AGAINST DIRECTORS OR OFFICERS OF THE SEARS CANADA
ENTITIES'

Officers of the Sears Canada Entities and NOT for Claims against the Sears Canada Entilies

themselves. For Claims against the Sears Canada Entities, please use the form titled “Proof of
Claim Form for Claims against the Sears Canada Entities”;- which is available on the Monitor's

website at cfcanada.fticonsulting.com/searscanada.

1

NAME(S) OF OFFICER(S) AND/OR DIRECTOR(S) (THE “DEBTOR(S)”) THE CLAIM

1S BEING MADE AGAINST:

Debtor(s):

(A)  PARTICULARS OF CLAIMANT

Full Legal Name of Claimant:

Fuli Mailing Address of Claimani:

Telephone Number of Claimant:

Facsimile Number of Claimant:

E-mail Address of Claimant:

Attention (Contact Person):

! The Secars Canada Entities” arec Sears Ganada Inc., Corbeil Electrique inc., S.L.H. Transport Inc., The Cut Inc., Sears Conlact
Services Inc., initium Logistics Services inc., Inilium Commerce Labs Inc., Initium Logistics Services Inc., Initium Commerce Labs
inc., Initium Trading and Sourcing Corp., Sears Floor Covering Cenlres Inc., 173470 Canada Inc., 2497089 Onlario Inc., 6988741
Canada Inc., 10011711 Canada Inc., 1592580 Ontario Limited, 855041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada inc ,

3339611 Canada Inc., and SearsConnect.
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(B) PARTICULARS OF ORIGINAL CLAIMANT riROM

CLAIM, IF APPLICABLE

VHOM YOU ACQUIRED

(i) Has the Claimanl acquired this Claim by Assignment? Yes [ ] No [ ]

{ii) If yes, attach documents evidencing assignment and provide full particulars of
the original Claimant from whom you acquired the Claim from:

Full Legal Name of original Claimant:

Full Mailing Address of original Claimant:

Telephone Number of original Claimant:

Facsimile Number of original Claimant:

E-maii Address of original Claimant:

Attention {Contact Person):

3 AMOUNT OF CLAIM

The Debtor(s) was/were and still is/are indebted to the Claimant as follows:

‘Name(s) of
Director(s) and/or
Officers

Currency

Amount of D&O Claim in
respect of the Pre-Filing
Period (including interest up
to and including June 22,
2017)

Amount of D&O Claim in

respect of the Restructuring
Period
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Provide all particulars of the D&O Claim and supporting documentation, including any Claim
assignment/transfer agreement or similar documentalion, if applicable, and including amount
and description of transaction(s) or agreement(s), and the legal basis for the D&O Claim agains!

the specific Directors or Officers at issue.

5 CERTIFICATION

| hereby-certify that:

(a) } am the Claimant or authorized representative of the Claimant.
{b) | have knowledge of all the circumstances connecled with this Claim.
(c) The Claimant asserts this Claim against the Debtor(s) as set out above.

(d) Complete documentation in support of this Claim is attached.

Wilness

Signature: R ) o )
(signature)

Name: _ . e -~

e e e R

Dated at _this _ day of 20 .

6 FILING OF CLAIMS AND APPLICABLE DEADLINES

All D&QO Proofs of Claim in respect of D&O Claims arising prior to June 22, 2017 (except D&O
Claims that may be asserted by a LLandlord) MUST be received by the Monitor on or before 5:00
p.m. {Toronto time) on March 2. 2018 (the "General Creditor Claims Bar Date”).

All D&O Proofs of Claim in respect of D&O Claims arising on or after June 22, 2017 (except
D&O Claims that may be asserted by a Landlord) MUST be returned to and received by the
Monitor by 5:00 p.m. {Toronlo time) on the later of (i) the date thal is 45 days aller the date on
which the Monitor sends a General Creditor Claims Package with respect to a Restrucluring
Period Claim and (i) the Gengral Creditor Claims Bar Date (the “General Creditor

Restructuring Period Claims Bar Date").

All D&O Proofs of Claim that may be asserted by a Landlord, whether arising before or after
June 22, 2017, MUST be recsived by the Monilor by 5:00 pavi. (Toronto lime) on the date (the
“Landlord Claims Bar Date”) that is the later of (i) the date that is 45 davs after the date on
which the Moniior sends a General Creditor Claims Packade with respeci to a Landlord Claim

and (ii) April 2, 2018.

In each case, completed forms must be delivered to the Monitor by prepaid ordinary mail,
registered mail, courier, personal delivery, facsimile transmission or email at the following

address:

FTI Consulting Canada Inc., Sears Canada Monitor

TD Waterhouse Tower
79 Wellington Street West
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Suite 2010, P.O. Box 104
Toronto, Ontario MK 1G8

Attention:  Sears Canada Claims Process

Fax No.: 416-643-8101
Email: searscanada@fticonsulling.com

Alternatively, Claimants can, and in fact are strongly encouraged to, complete and submit their
D&O Proof of Claim on the Monitor's online claims submission portal which can be found at

cfcanada.fticonsulting.conVsearscanada.

Failure to file your D&0 Proof of Claim so that it is actually received by the Monitor on or
before 5:00 p.m. (Toronto time) on the General Creditor Claims Bar Date, the General
Creditor Restructuring Period Claims Bar Date or the Landlord Claims Bar Date, as
applicable, WILL result in your Claim being barred and you will be prevented from
making or enforcing your Claim against the Directors and QOfficers of the Sears Canada
Entities. In addition, you shall not be entitled to further notice of and shall not be entitled
to participate as a creditor in the Sears Canada Entities’ CCAA proceedings.
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SCHEDULE F
NOTICE OF DISPUTE OF REVISION OR DISALLOWANCE REGARDING A CLAIM
AGAINST THE SEARS CANADA ENTITIES OR THEIR DIRECTOR OR OFFICERS'

Capitalized lerms used but not defined in this Notice of Dispute of Revision or Disallowance
shall have the meanings ascribed to them in the Order of the Ontario Superior Court of Justice
(Commercial List) in the CCAA proceedings of the Sears Canada Entities dated [December 8],
2017 (the “Claims Procedure Order”). You can obtain a copy of the Claims Procedure Order
on the Monitor's website at cfcanada.fticonsulling.com/searscanada

1 PARTICULARS OF CLAIMANT

Claim Reference Number:

(as indicated in Notice of Revision or

Disallowance) S
Full Legal Name of Claimant:

Full Mailing Address of Claimant:

Telephone Number of Claimant:

Facsimile Number of Claimant:

E-mail Address of Claimant:

Attention (Contact Person):

2 PARTICULARS OF ORIGINAL CLAIMANT FROM WHOM YOU ACQUIRED THE
CLAIM, IF APPLICABLE

0] Have you acquired this Claim by Assignment? Yes [] No [
(If yes, attach documents evidencing assignment)

(i} Full legal name of original Claimant: o

! The “Sears Canada Entities” are Sears Canada Inc., Corbell Electrique Inc., S.L.H. Transporl Inc., The Cul Inc., Sears Contact
Services Inc., Initium Logistics Services inc., Inilium Commerce Labs Inc., Initium Logistics Seivices Inc., Initlium Commerce Labs
Inc., Initium Trading and Sourcing Comp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2437089 Ontario Inc., 6988741
Canada Inc., 10011711 Canada Inc., 1592580 Ontario Limited, 955041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc, and SearsConnect.
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The Claimant hereby disagrees with the value of

OF REVI

Revision or Disallowance dated -

B. Restructuring
Pariod Claim

respect of Pre-Filing
Period

respect of
Restructuring Period

F. Total Claim

E.D&O Claimin

SION OR DiSALLOWANCE OF CLAIMW:

its Claim, as set out in the Notice of
, and asserts a Claim as follows:

Amounl claimed by

| Amount allowed by ‘Amounl allowed by Amount claimed by
! Monitor as Monilor as secured Claimant as Claimant as sccured

unsectred {Nolice of | (Notice of Revision unsecured

Revision or or Disallowance)

Disallowanace)

!

$ I $ s

¢ 3 5 5 e
e i 5 3

S S P 3 - —
5 N $ $

$ s R $

your Claim as asserted by you).

4 REASONS FOR DISPUTE

(Insert particulars of your Claim per the Notice of Revision or Disallowance, and the value of

(Frovide full particulars of why you dispute the Monitor's revision or disallowance of your
Claim as set out in the Notice of Revision or Disallowance, and provide all supporting
documentation, including amount, description of transaction(s) or agreement(s) giving
rise to the Claim, name of any guarantor(s) which has guaranteed the Claim, and
amount of Claim allocated thereto, date and number of all invoices, particulars of all
credits, discounts, etc. claimed. The particulars provided must support the value of the

Claim as stated by you in item 3, above.)

220



DATED this _ _day of 20 .

(Print name of Claimant, or, if the Claimant is a
corporation, the name of the Claimant and the
name of the authorized signing officer of the
corporation that is executing this Notice of
Dispute of Revision or Disallowance.)

(Signature of Claimant, or, if the Claimani is a
corporation, the signature of the authorized
signing officer of the corporation that is executing
this Noiice of Dispute of Revision or
Disallowance.)

This Notice of Dispule of Revision or Disallowance MUST be submitted to the Monitor at the
below address by no later than 5:00 p.m. (Toronto time) on the day that is Lhirty (30) days after
this Notice of Revision or Disallowance is deemed to have been received by vou (in accordance
with paraqraph [72] of the Claims Procedure Order, a copy of which can be found on the
Monitor's website at cfcanada.fticonsulting.com/searscanada). Delivery to the Monitor may be

made by ordinary prepaid mail, registered mail, courier, personal delivery, facsimile
transmission or email to the address below. Claimants can also, and are in fact strongly
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cncouraged to, submit their Notices of Dispute of Revision or Disallowance online by such
deadline al the Monitor's website al cfcanada fliconsulling. com/scarscanada.

FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Altention: Sears Canada Claims Process

Fax No.: 416-649-8101
Email: searscanada@fticonsulting.com

In accordance with the Claims Procedure Order, except in the case of forms submitied at the
Monitor's online claims portal which are deemed received at the time they are submitted,

Monitor during normal business hours on a Business Day, or if delivered outside of normal
business hours, on the next Business Day.

IF YOU FAIL TO FILE A NOTICE OF DISPUTE OF REVISION OR DISALLOWANCE WITHIN
THE PRESCRIBED TIME PERIOD, YOUR CLAIM AS SET OQUT IN THE NOTICE OF

REVISION OR DISALLOWANCE WIiLL BE BINDING UPON YOU.
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SCHEDULE G

NOTICE OF REVISION OR DISALLOWANCE

Regarding Claims against the Sears Canada Entities’ or
D&O Claims against the Directors and/or Officers of the Sears Canada Entities

TO: [INSERT NAME AND ADDRESS OF CLAIMANT)] (the “Claimant”)

FROM: FTI Consulting Canada Inc., in ils capacity as Courl-appointed Monitor of the
Scars Canada Entities (the "Monitor”)

RE: Claim Reference Number: -

Capitalized terms used bul not defined in this Notice of Revision or Disallowance shall have the
meanings ascribed to them in the Order of the Ontario Superior Court of Justice (Commercial
List) in the CCAA proceedings of the Sears Canada Entities dated [December 8], 2017 (the
“Claims Procedure Order”). You can obtain a copy of the Claims Procedure Order on the

Monitor's website at cfcanada.fticonsulting.com/searscanada.

Pursuant to the Claims Procedure Order, the Monitor hereby gives you nolice that it has
reviewed your Proof of Claim or D&O Proof of Claim and has revised or disallowed afl or part of
your purported Claim. Subject to further dispute by you in accordance with the Claims

Procedure Order, your Claim will be as follows:

Typeof Claim |  Amountas submitted | Amount | Amount Amount
allowed by allowed as allowed as
Monitor secured unsecured
Original
Currency , e .
A. Pre-Filing Claim $ $ $ $
B Restoeury T TS -5 5 : —
Period Claim
C. Post-Filing $ 1§ ) $ $
Claim
D. D&O Claim in ' I's $ $ $
respect of Pre-
Filing Period
E. D&O Claim in o s $ $ $
respect of
Restructuring
Period | S I

T The “Sears Canada Entities” are Sears Canada Inc., Corbeil Eleclique fnc., S.L.H. Transport Inc., The Cut Inc., Sears Contact
Services Inc., Initium Logislics Services Inc., Initium Commerce Labs Inc., Initium Logistics Services Inc., Initium Commerce Labs
Inc., Initium Trading and Sourcing Corp., Sears Floar Covering Cenlres inc., 173470 Canada Inc., 2497089 Ontario Inc., 6388741
Canada Inc., 10011711 Canada Inc., 1582580 Ontario Limiled, 955041 Alberla Lid., 4201731 Canada Inc., 168886 Canada Inc.

3339611 Canada !nc. and SearsConnecl.




|

|

F Total Claim Ly J r $ ’ g f
i

Reasons for Revision or Disallowance:

If you intend to dispute this Notice of Revision or Disallowance, you must, by no later than
5:00 p.m. (Toronto time) on the day that is thirty (30) days after this Notice of Revision or
Disallowance is deemed to have been received by you (in accordance with paragraph [72]
of the Claims Procedure Order), deliver a Notice of Dispute of Revision or Disallowance to the
Monitor (by ordinary prepaid mail, registered mail, courier, personal delivery, facsimile
transmission or email) at the address listed below. Claimants can also, and are in fact strongly
encouraged to, submit their Notices of Dispute of Revision or Disallowance forms onling by such
deadline at the Monitor's website at cfcanada.fticonsulting.com/searscanada.

If you do not dispute this Notice of Revision or Disallowance in the prescribed manner and
within the aforesaid time period, your Claim shall be deemed to be as set out herein.

If you agree with this Notice of Revision or Disaliowance, there is no need to file anything
further with the Monitor.

The address of the Monitor is set out below:

FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Sears Canada Claims Process

Fax No.: 416-649-8101
Email: searscanada@fticonsulting.com

In accordance with the Claims Procedure Order, except in the case of forms submitted at the
Monitor's online claims portal which are deemed received at the time they are submiited,
notices shall be deemed to be received by the Monitor upon actual receipt thereof by the
Monitor during normal business hours on a Business Day, or if delivered outside of normal

business hours, on the next Business Day.

The form of Notice of Dispute of Revision or Disallowance is enclosed and can also be
accessed on the Monitor's website at cfcanada.fticonsulting.com/searscanada.

N
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IF YOU FAIL TG FILE A NOTICE OF DISPUTE OF REVISION OR DISALLOWANCE WITHIN

THE PRESCRIBED TIME PERIOD, THIS NOTICE OF REVISION OR DISALLOWANCE WILL
BE BINDING UPON YOU.

DATEDthis _ dayof . 20

FTi Consulting Canada Inc.



® 2017

TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:
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SCHEDULE H
OTHER EMPLOYEE LETTER

(LETTERHEAD OF THE MONITOR)

Active and former employees of the Sears Canada Entities represented by
International Brotherhood of Electrical Workers, Local 213

c/o McMahon, Morrison, Watts

Box 314, 4346 Colonel Talbot Road

London, Ontario N6P 1P9

Altention: J. Craig Morrison

Active and former employees of the Sears Canada Entities represented by UNIFOR
c/fo UNIFOR

Unifor l.egal Department, Local 1000

2015 Placer Court

Toronto Ontario M2H 3H9

Attention: Anthony Dale

Active and former empioyees of the Sears Canada Entities represented by

Le Syndicat des Métallos

c/o Le Syndicat des Métallos, Local 91563
565, boulevard Crémazie £st, Bureau 5100
Montréal, Québec H2M 2V8

Attenlion; @

Present and former members of senior management of the Sears Canada Entities
who the Monitor and the Sears Canada Entities believe may wish to assert a Claim
against any of the Sears Canada Entities or their respective Directors or Officers

Employees who have opted out of representation by Ursel Phillips Fellows
Hopkinson LLP (“Employee Representative Counsel”)

Former employees who were terminated for cause and who the Monitor and the
Sears Canada Entities believe may wish to assert a Claim against any of the Sears
Canada Entities or their respective Directors or Officers

To whom it may concern:

Re: Current Claims Process in the CCAA Proceedings of the Sears Canada Entities
(Court File No, CV-17-11846-00CL)

Recently, on [December 8], 2017, the Ontario Superior Court of Justice {(Commercial List)
issued an order (the “Claims Procedure Order”) in the Companies’ Creditors Arrangement Act



proceedings of Sears Canada Inc. and certain of its subsidiaries and affiliates’ (collectively, the
"Sears Canada Entities”), commencing a claims procedure (the "Claims Process”) for the
purpose of identifying and determining all Claims against the Scars Canada Entities and their
respective current and former directors and officers.
Notwithstanding the commencement of the Claims Process, certain classes of persons are
currently axempled from the requirement to file any proofs of claim. You are receiving this leller
because you fall into one of the categories of such exempted persons, which includes any:

0 active or inactive union or non-union employee of any one of the Sears Canada
Entities on or after June 22, 2017, including an employec of any one of the Sears
Canada Entities who received notice of termination of employment dated on or

after June 22, 2017; and

(i) former employee of any one of the Secars Canada [ntities who was terminated
for cause at any time or who received notice of cessation of termination or
severance paymenls dated on or after June 22, 2017.

(collectively, the “Employee Claimants”).

Please be advised that the current Claims Process does not include claims of Employee
Claimants. Employee claims will be dealt with through a separate Employee Claims
Process. That includes any claims you may have against the directors and cfficers and
any claims not related to your compensation.

To be clear, there is NO need at this time for you fo take action in connection with this
Claims Process, or file any proof of claim in respect of any claim you may have against
any of the Sears Canada Entities or their respective current and former directors and

officers.

FTI Consulting Canada Inc., as Court-appointed Monitor (the “Monitor”) and the Sears Canada
Entities are at present working to develop a future claims process (the “Employee Claims
Process”) to address all claims (of any type) of Employee Claimants. A similar process is also
being developed in respect of claims relating to pension entitements and other post-

employment benefits.

In developing this separate Employee Claims Process, the Monilor and the Sears Canada
Entities are working with various stakeholders, including: (a) Employee Representative Counsel,
who serves as representative counsel to non-unionized current and former employees of the
Sears Canada Entities, other than members of senior management, with respect to such
employees’ interests other than pension entitlements and other post-employment benefits
matters (and who, for greater clarity, does not represent the interests of pesrsons listed as
recipients to this letter); (b) Koskie Minsky LLP, who serve as representative counsel to, among
others, non-unionized retirees and active and former employees of the Sears Canada Entities
with respect to pension entitlements and other post-employment benefits matters; (c) the
Ontario Superintendent of Financial Services as administrator of the Pension Benefits

* The “Sears Canada Entities” are Sears Canada Inc., Corbeil Eleclrique Inc., S.L.H. Transport Inc., The Cut Inc., Sears Contact
Services Inc., Inilium Logistics Services Inc., Initium Commerce Labs Inc, inilium Logistics Services Inc., initium Commerce Labs
inc., nitium Trading and Sourcing Corp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 Onlario Inc., 6988741
Canada Inc., 10011711 Canada inc., 1592580 Ontario Limiled, 955041 Alberta Lid., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc.. and SearsConnect.

227



228

Guarantee Fund; and (d) Morneau Shepell Inc., as administrator of the Sears Canada Inc.
Registered Retirement Plan.

Additional information will be made available to you as this process conlinues. For now, the only
action you may need to take is to advise the Monitor of a change of address.

Once the Employee Claims Process has been established, the Monitor will provide information
regarding the process and any claims forms to be filed thereunder to you. This information will
also be available on the Monitor's website at cfcanada.fticonsulting.com/searscanada/. We

would recommend checking the Monitor's website periodically/monthly.

If you have questions with respect to the foregoing, you may contact the Monitor at:

FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M&K 1G8

Attention:  Sears Canada Claims Process

Tel.: 416-649-8113

Toll Free:  1-855-649-8113

Fax No.: 416-649-8101

Email: searscanada@fticonsulting.com

Yours truly,

FTi Consulting Canada Inc., in its capacity as
Court-appointed Monitor of the
Sears Canada Entities



SCHEDULE |
EMPLOYEE LETTER

(LETTERHEAD OF EMPLOYEE REPRESENTATIVE COUNSEL)

December ®, 2017

To the Non-Unionized Active and Former Employees of Sears Canada Entities:

Re: Current Claims Process in the CCAA proceedings of the Sears Canada Entities
{Court File No. CV-17-11846-00CL)

As you know, Sears Canada Inc. and certain of its subsidiaries and affiliates (coliectively, the
"Sears Canada Entities") filed for and were granted creditor protection under the Companies’
Creditors Arrangement Act ("CCAA”), pursuant to an order of the Ontario Superior Court of

Justice (Commercial List) (the “Court”) .

In connection with the Sears Canada Entities’ CCAA proceedings, Ursel Phillips Fellows
Hopkinson LLP (“Employee Representative Counsel”) was appointed to represent the
interests of the non-unionized Active Employees and Former Employees of the Sears Canada
Entities, other than with respect to the Sears Canada Entities’ pension plans and other post-
employment benefit entitlements. Information about the proceedings and matters of specific
interest to employees may be found at Employee Representative Counsel's website at
hitp:/iwww.upfhlaw.ca/areas-of-practice/sears-canada-employeas-and-Tormer-employees.

The purpose of this letter is to inform you that on [December 8], 2017, the Court issued an
order (the “Claims Procedure Order”) commencing a claims procedure (the "Claims Process”)
for the purpose of identifying and determining claims against the Sears Canada Entities and
their respective current and former directors and officers.

Notwithstanding the commencement of the Claims Process, certain classes of persons are

currently exempted from the requirement to file any proofs of claim. As a non-unionized Active
Employee or Former Employee of one of the Sears Canada Entities (an “Employee”), you fall

into one of the categories of such exempted persons.

Please be advised that the current Claims Process does not include claims of Employees.
Employee claims will be dealt with through a separate Employee Claims Process (as
described below). That includes any claims you may have against the directors and officers and

claims not related to your compensation.

To be clear, there is NO need at this time for you to take action in connection with this
Claims Process or file any proof of claim in respect of any claim you may have against
the Sears Canada Entities or their respective current and former directors and officers.
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Empioyee Ciaims Process

Employee Representative Counsel is currently working with the Sears Canada Entities and the
Monitor, among others, to develop a separate claims process (the "Employee Claims
Process™), to address all claims (of any type) of current or former employees of the Sears
Canada Entities. A similar process is also being developed in respect of claims relating to
pension entitlements and other post-employment benefits. Any claims against the directors
and/or officers of the Sears Canada Entities that you may have as an Employee will also be part
of the Employee Claims Process. In addition, if you have a claim against the Sears Canada
Entities for a matter not related to your compensation, that claim will also be dealt with through

the Employee Claims Process.

Additional information will be made available to you as this process continues. For now, the only
action you may need to take is to advise the Monitor and/or Employee Representative Counsel

of a change of address.

Once the Employee Claims Process has been established, the Monitor will provide information
regarding the process and any claims forms to be filed thereunder to you. This information will
also be available on the Monitor's website at cfcanada.fticonsulting.com/searscanada/. At
present, it is difficult to estimate when the Employee Claims Process will be established but it
should be over the course of the next two to three months. We would also recommend checking
the Monitor's website (cfcanada.fticonsulting.com/searscanada/) periodically/monthly.

If you have any questions with respect to any of the above information, piease contact us at our
toll-free number at 1-844-855-8352 or our email at SearsCanadaEmployees@upfhlaw.ca.

Yours truly,

Ursel Phillips Fellows Hopkinson LLP

Susan Ursel
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SCHEDULE J
PENSIONER LETTER

December e, 2017 Andrew J. Hatnay
ahatnay@kmlaw.ca

Via Regular Mail

Dear Sir/Madam:

Sears Canada Inc. and certain of its subsidiaries and affiliates (coliectively, “Sears Canada”)
Representation of Non-Union Employees and Retivees with Pension and OPERB Entitiements in
Sears Canada’s proceedings (the “CCAA Procecdings”) under the Companics’ Creditors
Arrangement Act, R.S.C., 1985, ¢. C-36 (the "CCAA™)

Our File No. 17/1312

Re:

We are the Representative Counsel to Ken Eady, Larry Moore, and William Turner, who were appointed by the
Ontario Superior Court of Justice (Commercial List) as Representatives of all non-union employees and
retirees of Sears Canada' who have entitlements to pension benefits and other post-employment benefits such
as health benefits, life insurance, and supplementa!l pension (collectively, “OPEBs") in the CCAA Proceedings.
For the purpases of this letter, the non-union employees and retirees shall be collectively referred to as the

“Pensioners”.

We are writing further to our letter dated July 26, 2017 to provide information on the claims process {the
“Claims Process”) that Sears Canada established and the Court recently approved. The purpose of this
Claims Process is to identify and determine claims from creditors for amounts owing to them by Sears Canada

and/or Sears Canada's current and former officers and directors.

Status of the Scars Canada CCAA proceedings

On June 22, 2017, Sears Canada obtained Court protection from its creditors under the CCAA. At the same
time, the Court appointed FT! Consulting Canada [nc. as the Monitor. Generally, the Monitor's role is to monitor
and regularly report to the Couwrt and stakeholders on Sears Canada’s activities while it is under CCAA

protection and to interact with creditors in a fair and impartial manner,

There have been a number of developments over the past few months. Sears Canada is not restructuring to
continue as a viable company. Instead, on Ocfober 13, 2017, Sears Canada brought a motion before the
Court for approval that it liquidate ils remaining inventory. The Court approved the liquidation. Sears Canada
has begun the process of liquidating the inventory in all of the remaining stores and selling all of its other
assets. Sears Canada is continuing with the store liquidation process through January, 2018.

' (other than senior management of Sears Canada and any person who opted out of representation by Koskie Minsky

LLP)
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The General Claims Process

During the Claims Process, the Monitor will accept claims from creditors (subject to certain exemptions) for
amounts they claim to be owing by Sears Canada and/or their current and former directors and officers.

Generally, the Claims Process will involve an initial assessment of each creditor's claim by the Monitor, in
consultation with Sears Canada, after which creditors will be notified whether their claim has eilher been
accepted or revised or disallowed in whole or in part. The claims of creditors that have been revised or
disallowed will have the opportunity to respond further, after which the Monitor and Sears Canada may re-
consider the claim or attempt to settle the claim(s) with the creditor. If a resolution cannot be reached, the
dispute may: be reterred for adjudication by a Claims Officer who will decide the issues in dispute and render a
decision. A creditor may appeal a decision of a Claims Officer. The process is intended to determine the total

amount of debts owed by Sears Canada to its creditors.

The future Pensioner Claims Process

claims for amounts owing to pension plans or to Pensioners in relation to pension benefits or terminated
OPEBs. A separate claims process will be commenced in the future for all such claims in respect of losses of
pension benefits and OPEBs. Koskie Minsky ILLP as Representative Counsel will work with its actuarial
advisors and other parties to ensure that these claims are appropriately valued and submitted in the Pensioner
Claims Process. We will provide further information about the Pensioner Claims Process once that process
has been finalized and commenced. A similar process is also being developed in respect of employse-related

claims.

As a Pensioner, you do not need to make individual claims related to your pension benefits or OPEBs at this
time. In addition, any claims you may have against the directors and officers, or claims you may have that are
not related to your pension or OPERB entitlements, will be deall with in the separate Pensioner Claims Process.

At this time, there is no need for you to take any action in connection with the current Claims Process.

We will continue to provide updates to you as the CCAA proceedings move forward, and post updates on our
firm website for Sears Canada's Pensioners. You can access our firm website at

www.kmlaw.cal/searsrepcounsel for information.

If you have any questions or concerns, call our foll-free hotline at 1-8080-244-7120, or e-mail us at

searsrepcounsel@kmlaw.ca.

We trust the above is helpful. We wish you the best for the holiday season.

Yours truly,

KOSKIE MINSKY LLP

Andrew J. Hatnhay
AdH:vdl

cc. Client Commiltee
Amy Tang, Barbara Walancik, Natercia McLellan {Communications Manager), Koskie Minsky LLP



SCHEDULE K
NOTICE OF CONSTRUCTION CLAIM
FOR CLAIMS AGAINST THE SEARS CANADA ENTITIES AND/OR THEIR
DIRECTORS AND OFFICERS

TO: [INSERT NAME AND ADDRESS OF CONSTRUCTION CONTRACTOR AND/OR ITS
COUNSEL]

RE: e ; S

General Description of
! improvement including Project /
_.Store Location: e o e o e e et T— e —_

Perfection Dates (with

registration nos.): do S — S

If applicable, Amount of Lien(s)
registered on title: I B - ; B

This notice is issued pursuant to the Claims Process for, among other things, identifying and
determining all Construction Claims against the Sears Canada Entities' and/or their respective
Directors and Officers, which was approved by the Order of the Ontario Superior Court of
Justice (Commercial List) in the Companies’ Creditors Arrangement Act proceedings of the
Sears Canada Entities on [December 8], 2017 (the “Claims Procedure Order”). Capitalized
terms not defined herein have the meanings ascribed to them in the Claims Procedure Order, A
copy of the Claims Procedure Order can be obtained from the website of FTI Consulting
Canada Inc., the Court-appointed Monitor of the Sears Canada Entities (the “Meonitor”), at

cfcanada.fticonsulting.com/searscanada/.

According to the books, records and other relevant information in the possession of the Sears
Canada Entities, the Construction Claim of the Construction Contractor, inclusive of
Construction Claims of any and all other Construction Claimants at any level in connection with
the relevant improvement, is set out in the table below. Note that the term “Construction Claim”

also includes any D&O Claim(s) relating thereto.

' The “Sears Canada Enlilics” are Sears Canada Inc., Carbeil Electrique Inc., S.L.H. Transport inc., The Cut Inc., Sears Contact
Services Inc., Initium Logistics Services Inc., Initium Commerce Labs Inc., Initium Logislics Services Inc., Initium Commerce Labs
lnc., Initium Trading and Sourcing Corp., Sears Floor Covering Centres inc., 173470 Canada Inc., 2497089 Ontario Inc., 6988741
Canada Inc., 10011711 Canada Inc., 1592580 Ontario Limited, 955041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc , and SearsConnoct.
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Type of Construction Claim

Specific Amount
Debtor P —— pr— - — e . . e
| Against a Scars | Against a | Secured by | Unsecured
Canada Entity | Director or | registration of a | portion of
under trust | Officer under | builders’ or | Construction
! provisions of | trust provisions | construction lien, | Claim
i applicable of applicable | or by any
Provincial  Lien ! Provincial Lien | security held in
Legislation Legislation connection with
a Vacated or
Discharged Licn
$
,,,,,,,,,,,,,, e '@‘,
¥
\ $
Total: $

¥ Amount is in Canadian Dollars. All Construction Claims in an original cutrency other than Canadian
Dollars are converied to Canadian Dollars using the Bank of Canada exchange rate on June 22, 2017.

If you, as the Construction Contractor on behalf of yourself and all Connected Sub-Contractors,
agree that the foregoing determination accurately reflects the Construction Claim (including any
D&O Claim(s) relating thereto), you are not required to respond to this Notice of Construction
Claim. If there is disagreement with the determination of the Construction Claim as set out
herein, you must complete the enclosed Notice of Dispute of Censtruction Claim and
deliver such executed Notice of Dispute of Construction Clatm to the Monitor such that it
is received by the Monitor by 5:00 p.m. (Toronto time) on February 15, 2018 (the

“Construction Claims Bar Date”).

Please note that the Construction Claim as set out herein is deemed to include the Construction
Claims of you as the Construction Contractor and the Construction Claims of any and all
Construction Sub-Contractors under an agreement (written or oral) or otherwise engaged by
you as the Construction Contractor or any other Construction Sub-Contractor at any level, in
each case in connection with the relevant improvement (each, a "Connected Sub-Contractor”
and together the “Connected Sub-Contractors”).

However, pursuant to the terms of the Claims Procedure Order. vou are to dispute the above
Construction Claim on behalf of vourself and any Connected Sub-Contractor with respect to any
disputed amount by submitting a Notice of Dispute of Construction Claim. For greater certainty,
no Connected Sub-Contractor shall be required to submit a separate Notice of Dispute of
Construction Claim in respect of their portion of the above Construction Claim — rather, any such
disagreement by a Connected Sub-Contractor is to be included in the Notice of Dispute of

Construction Claim submitted by the Construction Contractor.,

As a result of the co-ordination that wili be required between the Construction Contractor and
the Connected Sub-Contractors, the Claims Procedure Order requires you, as the
Construction _Contractor, to send as soon as possible a copy of both your Notice of
Construction Claim and the enclosed Construction Sub-Contractor Instruction Letter to all
Construction Sub-Contractors in a direct contractual agreement or engagement with you in
connection with the relevant improvement and ensure that every Construction Sub-
Contractor sends as soon as possible a copy of both your Notice of Construction Claim and a
Construction Sub-Contractor Instruction Letter to all Construction Sub-Contractors with whom
they are in a direct contractual agreement or engagement in connection with the relevant

improvement.
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If & completed Notice of Dispute of Construction Claim in respect of the Construction
Claim set out in the Notice of Construction Claim is not received by the Monitor by the
Construction Claims Bar Date, then both you and all Connected Sub-Contractors in
connection with the relevant improvement shall be deemed to have accepted the
Construction Claim set out therein, and no such Construction Claimant shall have any
further right to dispute the same as against the Sears Canada Entities and/or their

Directors and Officers.
Since you, as the Construction Contractor, are to file the Notice of Dispute of Construction
Claim on behalf of yourself and all Connecled Sub-Contractors, it is your responsibility, as the

Construction Contractor, to give each Connected Sub-Contractor the opportunity to determine
and negotiate with you, any rights they may have with respect to the Construction Claim and

incorporate it into the Notice of Dispute of Construction Claim.
IF A NOTICE OF DISPUTE OF CONSTRUCTION CLAIM IS NOT RECEIVED BY THE

MONITOR WITHIN THE PRESCRIBED TIME PERIOD, THE CONSTRUCTION CLAIM AS
SET OUT IN THE NOTICE OF CONSTRUCTION CLAIM WILL BE BINDING ON YOU AND

ALL CONNECTED SUB-CONTRACTORS.

This Notice of Construction Claim does not affect any Claim other than the Construction Claim
referred to herein. This Notice of Construction Claim should include all Construction Claims (as
defined in the Claims Procedure Order) that you may have. If you believe it does not contain the
entirety of your Construction Claim, you must include your whole Construction Claim in the
Notice of Dispute of Construction Claim. If you (or any other Person, including any Connected
Sub-Constructor) have any Claim that is not a Construction Claim, then you (or such other
Person) must file that Claim separately in accordance with the Claims Procedure Order.

Construction Contractors requiring further information or claim documentation, or who wish
to submit a Notice of Dispute of Construction Claim to the Monitor, may contact the Monitor at

the following address:

FT! Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process

Tel.: 416-649-8113

Toll Free:  1-855-649-8113

Fax No.: 416-649-8101

Email: searscanada@fticonsulting.com

DATED at Toronto, this day of December, 2017.

[0S}
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SCHEDULE L
NOTICE OF DISPUTE OF CONSTRUCTION CLAIM
FOR CONSTRUCTION CLAIMS AGAINST THE SEARS CANADA ENTITIES!
AND/OR THEIR DIRECTORS AND OFFICERS

Capitalized terms not defined herein have the meanings ascribed to them in the Order of the
Ontario Superior Court of Justice (Commercial List) in the CCAA Proceedings of the Sears
Canada Entities on [December 8], 2017 (the "Claims Procedure Order”} or the Notice of
Construction Claim. A copy of the Claims Procedure Order can be found on the Monitor's

website at cfcanada. fticonsulting.com/searscanada/.

{A) PARTICULARS OF CONSTRUCTION CONTRACTOR

Full Legal Name of Conslruction

Contractor: _ —

Full Mailing Address of Construction
Contractor:

Telephone Number of Construction
Contractor: -

Facsimile Number of Construction

Contractor: o e

E-mail Address of Construction

Contractor: o e

Attention (Contact Person):

PARTICULARS OF CONSTRUCTION SUB-CONTRACTOR, IF APPLICABLE

(B)

(i) Does a Construction Sub-Contractor at any level in connection with the relevant
improvement dispute the Construction Claim as set out in the Notice of
Construction Claim? Yes [_] No [ ]

(i If yes, attach documents evidencing (a) such Construction Sub-Contractor’s

relationship to the Construction Contractor and/or Construction Sub-Contractor
who agreed with or engaged them to provide goods/services/work in

' The “Sears Canada Entities” are Sears Canada Inc., Corbeil Electrigue Inc., S.L.H. Transport Inc., The Cut Inc., Sears Contacl

Services Inc., [nitium Logistics Services Inc., Initium Commerce Labs Inc., initium Logistics Services Inc., Initium Commerce Labs
inc., Initium Trading and Sourcing Corp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 Ontario Inc., 6988741
Canada inc.. 10011711 Canada Inc., 1592580 Ontario Limiled, 955041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc., and SearsConnect

4
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connection with the relevant improvement; and (b} provide full contact
particulars in the table below of such Construction Sub-Contractor and each
other Construction Sub-Contractor in the contractual “chain” between such
Construction Sub-Contractor and the Construction Contractor. If there is
insufficient space below for such particulars, include them in a separate

attached schedule.

Full Legal Name of Construction Sub-
Contractor: - - -

Full Mailing Address of Construction
Sub-Contractor:

Telephone Number of Construction Sub-
ContraCtor: pa— B ——

Facsimile Number of Construction Sub-
Contractor: . o

E-mail Address of Construction Sub-
Contractor: L o

Attention (Contact Person):

DISPUTE OF CLAIM AS SET OUT IN NOTICE OF CONSTRUCTION CLAIM

and asserts the following

1 Amount claimed by

Construction Contractor on

2

The Construction Contractor on behalf of itself and all Connected Sub-Contractors
hereby disagrees with the value of the Construction Claim as set out in the Notice of
Construction Claim dated
Construction Claim as set out in the following table:
(Insert particulars of your Claim as per the Notice of Construction Claim, and the value of your
Construction Claim(s) as asserted by you)

Type of Construction | Name of Specific Debtor Amount set out in Notice of

Claim Claimed Against Construction Claim

behalf of itself and all
Connected Sub-Contractors

A, Against a Sears S 3
Canada Entity under trust
provisions of applicable
Provincial Lien Legislation
,,,,,,, 5 - 5 —

B. Against a Director or
Officer under trust
provisions of applicable
Provincial Lien Legisiation

237



ol
consltruction
any

D

buitders' or

lien, or by
security  held  in
connection wilh a Vacated
or Discharged Licn

Unsecured porttion of
Construction Claim

“

E. Total Claim

3

REASONS FOR DISPUTE

(Provide full particulars below as (o the rcason why the Construction Contractor on behalf of
itself and all Cannected Sub-Contractors disputes the asscessment of its Construction Claim(s)
as sel oul in the Notice of Construction Claim, and provide all supporting documentation. This
includes, without limitation, amounts, description of {ransaction(s) or agrcement(s) giving rise to
the Construction Claim(s), name of any guarantor(s) which has guaranteed the payment of
Construction Claim(s), and any amount allocaled thereto, the date and number of all invoices
and supporting documentation, particulars of all credits, discounts, elc. claimed, the full
particulars of each person for whom the services or malerials were provided to by a given
Construction Claimant related to the Construction Claim, a brief description of the services or
materials supplied by each Canstruction Claimant, each contract price or subconiract price, the
date of each Construction Claimant's date of last supply, copies of each contract/subcontract at
issue including any change orders, amendments, and purchase orders or other related

documants. The particulars provided must support the value of (he Construction Claim(s) as

stated by you in section 2, above.)
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DATED this dayof 20

Construction Contractor is a corporation, the
name of the Construction Contractor and the
name of the authorized signing officer of the
corporation that is executing this Notice of
Dispute of Construction Claim. }

(Signature of Construction Contractor, or, if the
Construction Contractor is a corporation, the
signature of the authorized signing officer of the
corporation that is executing this Notice of
Dispute of Construction Claim.)

This Notice of Dispule of Construction Claim MUST beg submitted 1o the Monilor at the below
address by no later than 5:00 p.m. (Toronto time) on February 15, 2018. Delivery to the
Monitor may be made by ordinary prepaid mail, registered mail, courier, personal delivery,
facsimile transmission or email to the address below.

FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process

Fax No.: 416-649-8101
Email: searscanada@fticonsulting.com

In accordance with the Claims Procedure Order, notices shall be deemed to be received by

the Monitor upon actual receipt thereof by the Monitor during normal business hours on a
Business Day, or if delivered outside of normal business hours, on the next Business Day.

IF A NOTICE OF DISPUTE OF CONSTRUCTION CLAIM IS NOT RECEIVED BY THE
MONITOR WITHIN THE PRESCRIBED TIME PERIOD, THE CONSTRUCTION CLAIM AS
SET OUT IN THE NOTICE OF CONSTRUCTION CLAIM WILL BE BINDING ON YOU AND

ALL CONNECTED SUB-CONTRACTORS.
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SCHEDULE M
INSTRUCTION LETTER FOR CONSTRUCTION CONTRACTORS
WITH CONSTRUCTION CLAIMS AGAINST THE SEARS CANADA ENTITIES!
AND/OR THEIR DIRECTORS AND OFFICERS

CLAIMS PROCEDURE ORDER

On [December 8], 2017, the Ontario Superior Court of Justice {Commercial List) (the "Court”)
issued an order (the “Claims Procedure Order”) in the Companies’ Creditors Arrangement
Act proceedings of the Sears Canada Entities, commencing a claims procedure (the “Claims
Process”) for the purpose of identifying and determining, among other things, all Construction
Claims against the Sears Canada Entities and/or their respective Directors and Officers.
Reference should be made to the Claims Procedure Order for the complete definition of

“Construction Claim”, but in general it includes all:

(a) Claims under the trust provisions of applicable provincial builders' lien or
construction lien legislation and Claims asserted against the holdback under

such legislation;

(b) Claims secured in whole or in part by the registration of a builders’ lien or
construction fien under such legisiation against any real property that has been
or is owned or leased by any of the Sears Canada Entities; and

{c) Claims secured by any security held in connection with a Vacated or
Discharged Lien.

Capitalized terms not defined herein have the meanings ascribed to them in the Claims
Procedure Order, a copy of which can be obtained from the website of FTI Consulting Canada
Inc., the Court-appointed Monitor (the “Monitor") of the Sears Canada Entities, at

cfcanada.fticonsulting.com/searscanada/.

You have received this letter because, as indicated by the enclosed Notice of Construction
Claim, you have been identified as a Construction Contractor with a Construction Claim. This
letter provides general information about the Claims Process as related to Construction
Claims, the obligations of Construction Contractors théreunder, and instructions for completing

a Notice of Dispute of Construction Claim form.

CLAIMS PROCESS, OBLIGATIONS, AND INSTRUCTIONS TO CONSTRUCTION
CONTRACTORS

If you, as the Construction Contractor on behalf of yourself and all Connected Sub-
Contractors, disagree with the assessment of the Construction Claim as stated in a Notice of

Construction Claim, you muslt complete the Notice of Dispute of Construction Claim in
accordance with the quidelines herein_and deliver the execuled Notice of Dispute of

The Cul Inc., Sears Contact

' The "Sears Canada Enlities” are Sears Canada Inc., Corbel Elecingue Ine., S.LH. Transpo ine

Servicas lnc., Initium Logistics Services Inc., Inihum Commearce Labs Inc., it Logistics Services ne., Iniium Commerce Labs
Inc., Initium Trading and Sourcing Corp., Sears Flaot Covering Centres Ine | 173470 Canada In 17089 Ontario Inc., 6988741
0T Alpartcs Lol 4201730 Canada loc , 168886 Canada inc.,

Canada Ing., 10011711 Canada Inc., 1592580 Oimano Linmed, 88
3339611 Capada inc., and SearsConnect

240



Construction Claim to the Monitor such that it is received by no later than 5:00 p.m. {Toronto
time} on February 15, 2018 (the "Construction Claims Bar Date")

Please note that a Construction Contractor's Construction Claim in relation to a given
improvemenl is deemed to include the Construction Claims of the Construction Contractor and
all Construction Claims of any and all Construction Sub-Contraclors under an agreement
(written or oral) or otherwise engaged by the Construction Contractor or any other
Construction Sub-Contractor at any level in connectlion with the relevant improvement (each, a
“Connected Sub-Contractor” and together the "Connected Sub-Contractors”).

For greater certainty, no Connected Sub-Contractor shall be required to submit a separate
Notice of Dispute of Construction Claim in respect of their portion of the above Construction
Claim — rather, any such disagreement by a Connected Sub-Contractor is to be included in the
Notice of Dispute of Construction Claim submitted by the Construction Contractor.

As a result of the co-ordination that will be required between the Construction Contractor and
the Connected Sub-Contractors, the Claims Procedure Order requires you, as the
Construction Contractor, to send as soon as possible a copy of both your Notice of
Construction Claim and the enclosed Construction Sub-Contractor Instruction Letter to all
Construction Sub-Contractors in a direct contractual agreement or engagement with you in
connection with the relevant improvement and take steps to ensure that every Construction
Sub-Contractor sends as soon as possible a copy of both your Notice of Construction Claim
and a Construction Sub-Contractor instruction Letter to all Construction Sub-Contractors with
whom they are in a direct contractual agreement or engagement with in connection with the
relevant improvement.

If a completed Notice of Dispute of Construction Claim in respect of the Construction Claim set
out in the Notice of Construction Claim is not received by the Monitor by the Construction
Claims Bar Date, then both you and all Connected Sub-Contractors in connection with the
relevant improvement shall be deemed to have accepted the Construction Claim set out
therein, and no such Construction Claimant shall have any further right to dispute the same as
against the Sears Canada Entities and/or their Directors and Officers.

Since you, as the Construction Contractor, are to file the Notice of Dispute of Construction
Claim on behalf of yourself and all Connected Sub-Contractors, it is your responsibility, as
the Construction Contractor, to give each Connecled Sub-Contractor the opportunity to
determine and negotiate with you, any rights they may have with respect to the Construction
Claim and incorporate it into the Notice of Dispute of Construction Claim.

IF A NOTICE OF DISPUTE OF CONSTRUCTION CLAIM IS NOT RECEIVED BY THE
MONITOR WITHIN THE PRESCRIBED TIME PERIOD, THE CONSTRUCTICN CLAIM AS
SET OUT IN THE NOTICE OF CONSTRUCTION CLAIM WILL BE BINDING ON YOU AND

ALL CONNECTED SUB-CONTRACTORS.

Construction Claimants requiring further information or claim documentation may contact
the Monitor at the following address:

FTI Consulting Canada Inc., Sears Canada Monitor

TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process
9
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Tel.: 416-649-8113

Toll Free:  1-855-649-8113

Fax No.: 416-649-8101

Email: searscanada@fticonsultina.com
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GUIDE TO COMPLETING THE NOTICE OF DISPUTE OF CONSTRUCTION CLAIM FORM

Please note that this is a guide only, and that in the event of any inconsistency between the
terms of this guide and the terms of the Claims Procedure Order made on [December 8],
2017, the terms of the Claims Procedure Order will govern. The guide provides instructions by
sections corresponding to the headings of the Notice of Dispute of Construction Claim.

SECTION 1(A) ~ PARTICULARS OF CONSTRUCTION CONTRACTOR

1 Enter the reference number of the Construction Claim as indicated at the top of the
Notice of Construction Claim.

2 The full legal name of the Construction Contractor and its current particulars must be
provided.

3 If the Construction Contractor operates under a different name or names, please
indicate this in a separate schedule in the supporting documentation.

SECTION 1(B) - PARTICULARS OF CONSTRUCTION SUB-CONTRACTOR, IF

APPLICABLE

1 If a Construction Sub-Contractor at any level in connection with the relevant

improvement disputes the Construction Claim as set out in the Notice of Construction
Claim, attach documents evidencing (a) such Construction Sub-Contractor’s
relationship to the Construction Contractor and/or Construction Sub-Contractor who
agreed with or engaged them to provide goods/services/work in connection with the
relevant improvement; and (b) provide full contact particulars in the table below of such
Construction Sub-Contractor and each other Construction Sub-Contractor in the
contractual “chain” between such Construction Sub-Contractor and the Construction
Contractor. If there is insufficient space on the form for such particulars, include them

in a separate attached schedule.

2 The full legal name of each relevant Construction Sub-Contractor and its current
particulars must be provided.

3 [f any such Construction Sub-Contractor operates under a different name or names,
please indicate this in a separate schedule to be prepared and attached by you.

SECTION 2 — DISPUTE OF CLAIM AS DETERMINED IN NOTICE OF CONSTRUCTION
CLAIM .

Indicate both the amount set out in the Nolice of Construction Claim and the amount
asserted by you, as the Construction Contractor and on behalf of all Connected Sub-
Contractors, for each Construction Claim: (i) against a Sears Canada Entity under trust
provisions of applicable Provincial Lien Legislation, (i) against a Director or Officer
under trust provisions of applicable Provincial Lien Legislation, (iii) secured by
registration of a builders’ lien or construction lien, or secured by any security held in
connection with a Vacated or Discharged Lien, and (iv) to the extent applicable, any

unsecured portion of such Construction Claim.

1

2 Each specific Sears Canada Entity, Director or Officer claimed against must be named
in the appropriate column.

11
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3 If the amount claimed is in a currency other than Canadian dollars, please indicate this
in the table.

4 If necessary, currency will be converted in accordance with the Claims Procedure
Order.

SECTION 3 - REASONS FOR DISPUTE

1 Provide full particulars of why the Construction Contractor on behalf of itself and all
Connected Sub-Contractors disputes the determination of the Construction Claim as
set out in the Notice of Construction Claim. If there is insufficient space on the form for

such particulars, provide it on a separate schedule.

2 Attach all supporting documentation, including without limitation amount, description of
transaction(s) or agreement(s) giving rise to the Construction Claim(s), name of any
guarantor(s) which has guaranteed payment of the Construction Claim(s), and any
amount allocated thereto, the date and number of all invoices and supporling
documentation, particulars of all credits, discounts, etc. claimed, the full particulars of
each person for whom the services or materials were provided to by a given
Construction Claimant related to the Construction Claim, a brief description of the
services or materials supplied by each Construction Claimant, each contract price or
subcontract price, the date of each Construction Claimant’'s date of last supply, date of
substantial performance if applicable, copies of each contract/subcontract at issue
including any change orders, amendments, and purchase orders or other related

documents.

3 The particulars provided must support the value of the Construction Claim as stated by
you in Section 2 above.

4 The Notice of Dispute of Construction Claim is to be signed only by the Person
submitting the Notice of Dispute of Construction Claim.

FILING OF NOTICE OF DISPUTE OF CONSTRUCTION CLAIM

The Notice of Dispute of Construction Claim MUST be received by the Monitor on or before
5:00 pan. {Toronto time) on the Construclion Claims Bar Date of February 15, 20718 by prepaid
ordinary mail, registered mail, courier, personal delivery, facsimile transmission or email at the
following address:

FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Sears Canada Claims Process
f-ax No.: 416-649-8101
Email: searscanada@fticonsulting.com

IF A NOTICE OF DISPUTE OF CONSTRUCTION CLAIM IS NOT RECEIVED BY THE
MONITOR WITHIN THE PRESCRIBED TIME PERIOD, THE CONSTRUCTION CLAIM AS
SET OUT IN THE NOTICE OF CONSTRUCTION CLAIM WILL BE BINDING ON YOU AND

ALL CONNECTED SUB-CONTRACTORS.
12
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SCHEDULE N

INSTRUCTION LETTER FOR CONSTRUCTION SUB-CONTRACTORS
REGARDING CONSTRUCTION CLAIMS AGAINST THE SEARS CANADA ENTITIES
AND/OR THEIR DIRECTORS AND OFFICERS'

CLAIMS PROCEDURE ORDER

On [December 8], 2017, the Ontario Superior Court of Justice (Commercial List) (the “Court”)
issued an order (the "Claims Procedure Order”) in the Companies’ Creditors Arrangement Act
proceedings of the Sears Canada Entities, commencing a claims procedure (the “Claims
Process”) for the purpose of identifying and determining, among other things, all Construction
Claims against the Sears Canada Entities and their respective Directors and Officers.
Reference should be made to the Claims Procedure Qrder for the complete definition of

“Construction Claim”, but in general it includes all:

(a) Claims under the trust provisions of applicable provincial builders’ lien or
construction lien legislation and Claims asserted against the holdback under
such legislation;

(b) Claims secured in whole or in part by the registration of a builders’ lien or

construction lien under such legislation against any real property that has been or
is owned or leased by any of the Sears Canada Entities; and

{(c) Claims secured by any security held in connection with a Vacated or Discharged
Lien.
Capitalized terms not defined herein have the meanings ascribed to them in the Claims

Procedure Order, a copy of which can be obtained from the website of FTI Consulting Canada
Inc., the Court-appointed Monitor (the “"Monitor”’) of the Sears Canada Entities, at

cfcanada.fticonsulting.com/searscanada/.

You have received this letter because you have been identified as a Construction Sub-
Contractor who has supplied services or materials or work to an improvement to real property
that has been or is owned or leased by a Sears Canada Entity (the “Improvement”), AND have
done so under an agreement or engagement with either the Construction Contractor (i.e., who
has the direct contractual relationship with one of the Sears Canada Entities) OR under an

agreement or engagement with another subcontractor of any level.

You therefore may have a Construction Claim against the Sears Canada Entities and/or their
Directors and Officers, and this letter has been sent to you to provide general information about
the Claims Process as it relates to Construction Claims, your obligations in the Claims Process
as a Construction Sub-Contractor, and your responsibility to ensure that any Construction
Claims you may have with respect to a given Improvement are accounted for in the

' The “Sears Canada Entities” are Sears Canada Inc., Corbeil Electrique Inc., S.L.H. Transponrt inc., The Cul Inc., Sears Contact

Services Inc., Initium Logistics Services Inc., Initium Commerce Labs Inc., Initium Logistics Services Inc., Initiumn Commerce Labs
Inc., Initiurm Trading and Sourcing Corp., Sears Floor Covering Cenlres Inc., 173470 Canadz Inc., 2497089 Onlario inc., 6988741
Canada Inc., 10011711 Canada Inc., 1582580 Onlarno Limited, 855041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc., and ScarsConnect
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Construction Claim of the Construction Coniractor (i e., the party who has the direcl contractual
relationship with one of the Sears Canada Enlilies) in relation {o thal Improvement.

RESPONSIBILITIES OF CONSTRUCTION SUB-CONTRACTORS IN CLAIMS PROCESS

As a part of the Claims Process, the Construction Contractor relevant to the Improvement has
received a Notice of Construction Claim indicating the Construction Claim (including any D&O
Claim relating thereto) as valued by the Sears Canada Entities, in consultation with the Monitor.

Piease note that, under the Claims Procedure Order, any Construction Claims you may have
as a Construction Sub-Contractor as well as the Construction Claims of any other Construction
Sub-Contractor at any level in relation to the Improvement (each, a "Connected Sub-

Contractor”} are deemed to be included in that Construction Claim.

If you believe that the Construction Claim as set out in the Notice of Construction Claim that has
been sent to the Construction Contractor is incorrect, then the Construction Contraclor, on
behalf of itself and all Connected Sub-Contractors, including you, is able to dispute such
Construction Claim by completing and submitting a Notice of Dispute of Construction Claim {o
the Monitor such that it must be received by no fater than 5:00 p.m. (Toronto time) on February
15, 2018 (the "Construction Claims Bar Date"). However, it is the Construction Contractor's
responsibility (and not you or any other Connected Sub-Contractor) to submit a Notice of
Dispute of Construction Claim to dispute the Construction Claim. For greater certainty, neither
you nor any other Construction Sub-Contractor is required to submit a separate Notice of
Dispule of Construction Claim in respect of its Construction Claim to the extent that such
Construction Sub-Contractor's Construction Claim is captured by the Construction Contractor's
Notice of Construction Claim or Notice of Dispute of Construction Claim. Please contact the
Monitor should you believe that your Construction Claim is not fully captured by the
Construction Contractor’'s Notice of Dispute of Construction Claim (or Notice of
Construction Claim if a Notice of Dispute of Construction Claim is not submitted by the

Construction Contractor).

If a Notice of Dispute of Construction Claim is not received by the Monitor by the Construction
Claims Bar Date, then all Construction Claimants relevant to the Construction Claim (including
you and all other Connected Sub-Contractors) shall be deemed to have accepted the
Construction Claim set out in the Notice of Construction Claim, and no such Construction
Claimant shall have any further right to dispute the same as against the Sears Canada Entities

and/or their Directors and Officers.

It is vour responsibility as a Construction Sub-Contractor to contact the Construction
Contractor directly to:

(a) determine and negotiate with the Construction Contractor any rights you, as the
Construction Sub-Contractor, may have with regard to the Construction
Contractor's aggregate Construction Claim; and

{b) ensure that any Construction Claim you may have is accounted for — either
in the Construction Claim as assessed in the Notice of Construction Claim sent to
the Construction Contractor, or in & Notice of Dispute of Construction Claim to be
submitted by the Construction Contractor within the prescribed time period.
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Note that the Claims Procedure Order further reguires you, as a Construction Sub-
Contractor, to send as spon as possible a copy of the Notice of Construction Claim and this
Construction Sub-Contractor Instruction Letter to all Construction Sub-Contractors in a direct
contractual agreement or engagement with you in connection with the Improvement. This is
intended to give all Connected Sub-Contractors at every level the opportunity to determine and
negotiate with the Construction Contractor any rights they may have with respect to the

Construction Claim.

Construction Sub-Contractors requiring further information should contact their

Construction Contracter, but may also contact the Monitor at the following address:

FT1 Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention:  Sears Canada Claims Process

Tel.: 416-649-8113

Toll Free: 1-855-649-8113

Fax No.; 416-649-8101

Email: searscanada@fticonsulting.com
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i This is Exhibit “H” referred to in the Affidavit of
i Wi(iiarrz Richard Harker, sworn before me at

of Amaerica,

on Aug

, New Jersey, United States
ust 10, 2018, ;

te of New Jersey)

JEREMY FORTUNATO
s\{OTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/20727
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Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
) THURSDAY, THE 22"
) DAY OF FEBRUARY, 2018

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., 9370-2751
QUEBEC INC., 191020 CANADA INC., THE CUT INC., SEARS
CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES
INC., INITTUM COMMERCE LABS INC., INITITUM TRADING
AND SOURCING CORP., SEARS FLOOR COVERING
CENTRES INC., 173470 CANADA INC.,, 2497089 ONTARIO
INC., 6988741 CANADA INC, 10011711 CANADA INC,
1592580 ONTARIO LIMITED, 955041 ALBERTA LID,
4201531 CANADA INC,, 168886 CANADA INC., AND 3339611
CANADA INC.

(each, an “Applicant”, and collectively, the “Applicants”)

EMPLOYEE AND RETIREE CLAIMS PROCEDURE ORDER
THIS MOTION, made by the Applicants, pursuant to tnhe Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. ¢-36, as amended (the “CCAA”) for an order establishing a
claims procedure for the identification and quantification of Employee Claims and Retiree Claims
(each as defined below) against (i) the Applicants and SearsConnect (collectively, the “Sears
Canada Entities”) and (ii) the current and former directors and officers of the Sears Canada

Entities, was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion of the Applicants, the Affidavit of Becky Penrice

sworn on February 16, 2018 including the exhibits thereto (the “Penrice Affidavit”), the
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Thirteenth Report of FTI Consulting Canada Inc., in its capacity as monitor (the “Monitor™), filed,
and on hearing the submissions of respective counse!l for the Applicants, the Monitor, Pension
Representative Counsel (as defined below), Employee Representative Counsel (as defined below),
the Pension Plan Administrator (as defined below), the Superintendent (as defined below), and
such other counsel as were present, no one else appearing although duly served as appears from
the Affidavits of Service of Francesca Del Rizzo and Justine Erickson sworn February 20 and 21,

2018,

SERVICE

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

and hereby dispenses with further service thereof.

SCOPE

2. THIS COURT ORDERS that except as otherwise specifically set out herein, this Order

shall apply only to Claims as defined in this Order.

DEFINITIONS AND INTERPRETATION

3. THIS COURT ORDERS that any capitalized term used and not defined herein shall have
the meaning ascribed thereto in the Amended and Restated Initial Order in these proceedings dated
June 22, 2017 as amended, restated, supplemented and/or modified from time to time (the “Initial

Order™).

4. THIS COURT ORDERS that for the purposes of this Order the following terms shall have

the following meanings:
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“Advisors” means, collectively, any actuarial, financial, legal and other advisors

and assistants;

“Agent” means the contractual joint venture comprised of Gordon Brothers Canada
ULC, Merchant Retail Solutions ULC, Tiger Capital Group, LLC and GA Retail

Canada ULC;

“Agency Agreements” means: (i) the Amended and Restated Agency Agreement
between Sears Canada Inc. and the Agent dated July 12, 2017 and amended and
restated on July 14, 2017, and (ii) the Amended and Restated Agency Agreement

between Sears Canada Inc. and the Agent dated October 10, 2017;

“Bar Date” means the Proof of Claim Bar Date, the Request for Correction Bar

Date or the Notice of Proposed Revision Bar Date, as applicable;

“Business Day” means a day, other than a Saturday, Sunday or statutory holiday,

on which banks are generally open for business in Toronto, Ontario;

“CCAA Proceedings” means the CCAA proceedings commenced by the

Applicants in the Court under Court File No. CV-17-11846-00CL;

“Claim” means any Employee Claim or Retiree Claim, including, for greater
certainty, any D&O Claim, provided however that in any case “Claim”™ shall not

include an Excluded Claim;

“Claims Website” means, collectively, the online employee claims portal and the
online retiree claims portal, each to be maintained by the Monitor for the purposes

of this Employee and Retiree Claims Process;
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“Claimant” means any Person with an entitlement to an Employee Claim or a

Retiree Claim that has been asserted by or on behalf of such Person;

“Claims Officer” means the individuals designated by the Court pursuant to

paragraph 70 of this Order;

“Claims Package” means an ERC Employee Package, Non-ERC Employee
Package, PRC Retiree Package, Non-PRC Retiree Package or Proof of Claim
Package, as applicable, each to be sent by the Monitor in accordance with the terms

of this Order;

“Claims Procedure Order” means the Claims Procedure Order issued by the

Court on December 8, 2017, as may be amended from time to time;
“Court” means the Ontario Superior Court of Justice (Commercial List);

“CPO Claim” means any General Creditor Claim, Construction Claim or

Intercompany Claim (each as defined in the Claims Procedure Order);

“D&O Claim” means any Sears Pension Claim, Supplemental Plan Claim, Other
Employee Claim or Other Retiree Claim against a Director or Officer under this
Order (including, for greater certainty, any D&O Claim in respect of termination
and severance pay, damages for loss of employment-related perquisites and

benefits, and/or damages for loss of OPEB Entitlements);

“D&O Proof of Claim™ means the proof of claim form to be filed by Claimants in

respect of any D&O Claim, substantially in the form attached as Schedule “S”
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hereto, which shall include all available supporting documentation in respect of

such D&O Claim;

“D&O Proof of Claim Instruction Letter” means the letter containing
instructions for completing the D&O Proof of Claim form, substantially in the form

attached as Schedule “R” hereto;

“DB Only Retiree” means: (i) any Retiree who has any entitlements under the
defined benefit component of the Sears Pension Plan (including, for greater
certainty, any active Employee with such entitlements), and (ii) any Retiree who
has any entitlements under the Supplemental Plan (including, for greater certainty,
any active Employee with such entitlements), but in either case, who does not have
any OPEB Entitlements, based on the books and records of the Sears Canada

Entities;

“Director” means anyone who is or was or may be deemed to be or have been,
whether by statute, operation of law or otherwise, a director or de facto director of

any of the Sears Canada Entities, in such capacity;

“Duplicate Claim™ means a Claim that is asserted against a Sears Canada Entity
or a Director or Officer that duplicates in whole or in part another Claim or CPO
Claim, and includes a Claim or any portion thereof that is based on an obligation

or legal right asserted in another Claim or CPO Claim;

“Employee” means any (i) active or inactive union or non-union employee of any
one of the Sears Canada Entities on or after the Filing Date, including an employee

of any one of the Sears Canada Entities who received notice of termination of
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employment dated on or after the Filing Date or who resigned or otherwise ceased
employment on or after the Filing Date; and (ii) former employee of any one of the
Sears Canada Entities, including without limitation any former employee who was
terminated for cause at any time, any former employee who received notice, on or
after the Filing Date, of the cessation of his or her termination or severance
payments, and any former employee who has an outstanding active action, claim or

complaint as of the Filing Date;

“Employee Claim” means each of the following:

(i) Termination Claims;

(ii) Warranty Claims; and

(iii)  Other Employee Claims;

including any Employee Claim arising through subrogation against any Sears
Canada Entity or Director or Officer, provided however that in any case “Employee

Claim” shall not include an Excluded Claim;

“Employee and Retiree Claims Process” means the procedures outlined in this
Order in connection with the solicitation and assertion of Employee Claims and

Retiree Claims against the Sears Canada Entities and/or the Directors and Officers;

“Employee Representative Counsel” means Ursel Phillips Fellows Hopkinson

LLP;
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“Employee Representative Counsel Order” means the Employee Representative
Counsel Order issued by the Court dated July 13, 2017, as may be amended from

time to time;

“Employee Representative Counsel’s Website” means
http://www.upfhlaw.ca/areas-of-practice/sears-canada-employees-and-former-

employees/;

“Employee Representatives” means Paul Webber, Nancy Demeter, Sheena
Wrigglesworth, Barb Wilser and Darrin Whitney, or such other representatives as

may be duly appointed by the Court from time to time;

“Employee Request for Correction” means the request form, substantially in the
form attached as Schedule “J” hereto, or in an electronic form acceptable to the
Monitor, to be submitted by an Employee to the Monitor requesting a correction to
the Personal Information set out in the Termination Claim Statement or Monitor

Corrected Claim Statement, if applicable, provided to such Employee;

“ERC Employee” means any Employee represented by Employee Representative

Counsel;

“ERC Employee Letter” means the letter to ERC Employees, substantially in the
form attached as Schedule “D” hereto, which shall, among other things, provide a
link to access the Claims Website (where an Employee may submit an Employee
Request for Correction and which will include a link to the Proof of Claim

Package);
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“ERC Employee Package” means a document package, which shall include: (i)
the ERC Employee Letter; (ii) an individualized Termination Claim Statement, and
(iii) such other materials as the Monitor, in consultation with the Sears Canada
Entities and Employee Representative Counsel, may consider appropriate or

desirable;

“Excluded Claim™ means any:

(i) CPO Claim;

(ii) Claim that may be asserted by any beneficiary of the Administration
Charge, the FA Charge, the KERP Priority Charge, the Directors’ Priority
Charge, the KERP Subordinated Charge and the Directors’ Subordinated
Charge and any other charges granted by the Court in the CCAA

Proceedings, with respect to such charges;

(iii) ~ Claim by the Agent under the Agency Agreements;

(iv)  Monitor Claim; and

v) Claim that may be asserted by any of the Sears Canada Entities against any

Directors and/or Officers;

and for greater certainty, shall include any Excluded Claim arising through

subrogation;

“Filing Date” means June 22, 2017;
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“Grievance Claim” means any grievance (or part of such grievance) by an
Employee against any Sears Canada Entity, where that grievance (or part of such
grievance) is (i) pursuant to a collective agreement with such Sears Canada Entity,
(ii) for monetary compensation, and (iii) is not covered in a Termination Claim
Statement or Monitor Corrected Claim Statement, if applicable, and the
Termination Claims Methodology. Where part of a grievance is for monetary
compensation, and part of the same grievance is for other relief, only that part of
the grievance that is for monetary compensation shall be a Grievance Claim for the

purposes of this Order;

“Indemnification Claim” means any claim of any Employee against one or more
of the Sears Canada Entities for indemnification and/or contribution arising from

such Employee’s service to any Sears Canada Entity;

“Lifetime Discount” means the lifetime associate discount awarded as a post-
employment benefit to certain current and former employees of the Sears Canada
Entities who qualified for such discount by virtue of satisfying applicable age and
service eligibility criteria (and, for greater certainty, such current and former
employees shall be included in the definition of “Retiree” for the purposes of this

Order);

“Lifetime Discount Claim™ means any claim against the Sears Canada Entities
with respect to a Lifetime Discount, which, for greater certainty, will be calculated
for the purposes of this Employee and Retiree Claims Process in accordance with

the Lifetime Discount Claims Methodology;
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“Lifetime Discount Claims Methodology” means the methodology and
assumptions for the calculation of Lifetime Discount Claims, as described in

paragraphs 56 to 60 of the Penrice Affidavit;

“Meeting” means any meeting of the creditors of the Sears Canada Entities called

for the purpose of considering and voting in respect of a Plan;

“Monitor Claim” means a Claim (as defined in the Claims Procedure Order),
including a D&O Claim (as defined in the Claims Procedure Order) and any claim
pursued in accordance with section 36.1 of the CCAA, that may be asserted by the

Monitor;

“Monitor Corrected Claim Statement” means a revised Termination Claim
Statement or Retiree Benefit Claim Statement, as applicable, to be sent by the
Monitor to a Claimant if any errors are independently discovered by or made known
to the Monitor in the Personal Information that affect the amount ofthe Termination

Claim or Retiree Benefit Claim, as applicable, of such Claimant;

“Monitor’s Website” means http://cfcanada.fticonsulting.com/searscanada/;

“Non-ERC Employee” means any of the following Employees: (i) Unionized
Employees; (ii) any Employee who is currently or was previously a member of
senior management of any of the Sears Canada Entities and who was not eligible
for representation by Employee Representative Counsel; and (iii) any Employee
who was eligible for representation by Employee Representative Counsel and who
opted out of such representation in accordance with the requirements contained in

the Employee Representative Counsel Order;
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“Non-ERC Employee Letter” means the letter to Non-ERC Employees,
substantially in the form attached as Schedule “E” hereto, which shall, among other
things: (i) provide a link to access the Claims Website (where an Employee may
submit an Employee Request for Correction and which will include a link to the
Proof of Claim Package), and (ii) instruct such Non-ERC Employees to contact the

Monitor to obtain a Notice of Proposed Revision;

“Non-ERC Employee Package™ means a document package, which shall include:
(i) the Non-ERC Employee Letter; (ii) an individualized Termination Claim
Statement, and (iii) such other materials as the Monitor, in consultation with the

Sears Canada Entities, may consider appropriate or desirable;

“Non-PRC Retiree” means any Retiree with OPEB Entitlements who is not
represented by Pension Representative Counsel, including without limitation: (i)
any unionized Retiree who notifies Pension Representative Counsel in writing that
such Retiree wishes to opt out of representation by Pension Representative Counsel;
(ii) any Retiree who is currently or was previously a member of senior management
of any of the Sears Canada Entities and who was not eligible for representation by
Pension Representative Counsel, and (iii) any Retiree who was eligible for
representation by Pension Representative Counsel and who opted out of such
representation in accordance with the requirements contained in the Pension

Representative Counsel Order;

“Non-PRC Retiree Letter” means the letter to Non-PRC Retirees, substantially in

the form attached as Schedule “G™ hereto, which shall, among other things, provide
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a link to access the Claims Website (where a Retiree may submit a Retiree Request

for Correction and which will include a link to the Proof of Claim Package);

“Non-PRC Retiree Package” means a document package, which shall include: (i)
the Non-PRC Retiree Letter; (ii) an individualized Retiree Benefit Claim
Statement; (iii) a Retiree Request for Correction form; (iv) a Notice of Proposed
Revision form, and (v) such other materials as the Monitor, in consultation with the

Sears Canada Entities, may consider appropriate or desirable;

“Notice of Acceptance” means a notice, substantially in the form attached as
Schedule “M” hereto, or in an electronic form acceptable to the Monitor, advising
a Claimant that the Monitor has accepted a change to such Claimant’s Personal
Information and that such Claimant’s Termination Claim or Retiree Benefit Claim
amount, as applicable, shall be revised as outlined therein (or that no changes to
such Claim amount shall be made as a result of the change to such Claimant’s

Personal Information);

“Notice of Disallowance” means a Notice of Disallowance (Personal Information)

or Notice of Disallowance (Proof of Claim), as the case may be;

“Notice of Disallowance (Personal Information)” means a notice, substantially
in the form attached as Schedule “N” hereto, advising a Claimant that the Monitor
has disallowed all or part of the changes that have been requested by such Claimant

in a Request for Correction;

“Notice of Disallowance (Proof of Claim)” means a notice, substantially in the

form attached as Schedule “T” hereto, advising a Claimant that the Monitor has
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disallowed all or part of such Claimant’s Claim as set out in a Proof of Claim or

D&O Proof of Claim filed by or on behalf of such Claimant;

“Notice of Dispute” means a Notice of Dispute (Personal Information) or a Notice

of Dispute (Proof of Claim), as the case may be;

“Notice of Dispute (Personal Information)” means a notice, substantially in the
form attached as Schedule “O” hereto, delivered to the Monitor by a Claimant who
has received a Notice of Disallowance (Personal Information), notifying the
Monitor of his/her intention to dispute such Notice of Disallowance (Personal

Information), with reasons for such dispute;

“Notice of Dispute (Proof of Claim)” means a notice, substantially in the form
attached as Schedule “U” hereto, delivered to the Monitor by a Claimant who has
received a Notice of Disallowance (Proof of Claim) in respect of such Claimant’s
Proof of Claim or D&O Proof of Claim, as applicable, notifying the Monitor of
his/her intention to dispute such Notice of Disallowance (Proof of Claim), with

reasons for such dispute;

“Notice of Proposed Revision” means a notice, substantially in the form attached
as Schedule “L” hereto, delivered to the Monitor by a Non-ERC Employee (or,
where such Non-ERC Employee is a Unionized Employee, by the Union
Representative on behalf of such Unionized Employee) or Non-PRC Retiree, who
has received a Termination Claim Statement, Retiree Benefit Claim Statement or
Monitor Corrected Claim Statement, notifying the Monitor of such Claimant’s
intention to revise the methodology used to calculate the Claim contained in such

Termination Claim Statement, Retiree Benefit Claim Statement or Monitor
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Corrected Claim Statement, with a description of the proposed revisions to the
calculation of such Claimant’s Termination Claim or Retiree Benefit Claim, as

applicable, and the reasons for such proposed revisions;

“Notice of Proposed Revision Bar Date” means 5:00 p.m. on May 7, 2018;

“Notice to Claimants” means the notice to Claimants, substantially in the form
attached as Schedule “C” hereto, to be published by the Monitor and posted on the
Monitor’s Website, Employee Representative Counsel’s Website, and Pension
Representative Counsel’s Website, each in accordance with the terms of this Order,
which shall include, without limitation, a notice to all Retirees with entitlements to
a Lifetime Discount or Warranty stating that Proofs of Claim are not required to be
filed in connection with any such Lifetime Discount or Warranty because all Proofs
of Claim with respect to such Lifetime Discounts and Warranties will be deemed
to have been properly submitted by the Sears Canada Entities on behalf of each

eligible Retiree, based on the books and records of the Sears Canada Entities;

“Officer” means anyone who is or was or may be deemed to be or have been,
whether by statute, operation of law or otherwise, an officer or de facto officer of

any of the Sears Canada Entities, in such capacity;

“OPEB Entitlement” means any entitilement to health and dental post-employment
benefits and/or life insurance benefits, each as provided by any of the Sears Canada

Entities as a post-employment benefit;

“Order” means this Employee and Retiree Claims Procedure Order;
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“Other Employee Claim™ means: (i) any right or claim of any Employee against
any of the Sears Canada Entities that is not a Termination Claim or a Warranty
Claim, and (ii) any right or claim of any Employee against any Directors and/or
Officers, in either case, including any right or claim in connection with any
indebtedness, liability or obligation of any kind whatsoever of any such Sears
Canada Entity, Director and/or Officer to such Employee, arising before, on or after
the Filing Date, including without limitation any Indemnification Claims or

Grievance Claims;

“Other Retiree Claim” means: (i) any right or claim of any Retiree, the Pension
Plan Administrator and/or Superintendent against any of the Sears Canada Entities
that is not a Sears Pension Claim, Supplemental Plan Claim, Retiree Benefit Claim,
Lifetime Discount Claim or Warranty Claim, and (ii) any right or claim of any
Retiree, the Pension Plan Administrator and/or Superintendent against any
Directors and/or Officers that is not a Sears Pension Claim or Supplemental Plan
Claim, in either case, including any right or claim in connection with any
indebtedness, liability or obligation of any kind whatsoever of any such Sears
Canada Entity, Director and/or Officer to such Retiree or in respect of the Sears

Pension Plan or Supplemental Plan, arising before, on or after the Filing Date;

“Pension Plan Administrator” means Morneau Shepell Ltd. in its capacity as

administrator of the Sears Pension Plan;

{mmm)“Pension Plan Administrator’s Website” means

https://www.pensionwindups.morneaushepell.com/en/plan_info/SRRP/plan_info.

asp,
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“Pension Representative Counsel” means Koskie Minsky LLP;

“Pension Representative Counsel Order” means the Representative Counsel
Order for Pensions and Post-Retirement Benefits issued by the Court dated July 13,

2017, as may be amended from time to time;

“Pension Representative Counsel’s Website™ means

https://kmlaw.ca/cases/sears-canada/;

“Pensioner Representatives” means Bill Turner, Ken Eady and Larry Moore, or

such other representatives as may be duly appointed by the Court from time to time;

“Person” means any individual, firm, corporation, limited or unlimited liability
company, general or limited partnership, association, trust (including a real estate
investment trust), unincorporated organization, joint venture, government or any

agency or instrumentality thereof or any other entity;

“Personal Information™ means the personal information relating to a particular
Employee or Retiree based on the Sears Canada Entities” books and records as at
the date of this Order and updated from time to time, contained in a Termination
Claim Statement or Retiree Benefit Claim Statement, as such Personal Information
may be amended as a result of a Request for Correction accepted by the Monitor,
as a result of a Monitor Corrected Claim Statement, or as a result of a determination

pursuant to the dispute resolution mechanisms set out in this Order;

“Plan” means, as further defined in the Initial Order, any proposed plan of

compromise or arrangement that may be filed in respect of any or all of the Sears
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Canada Entities pursuant to the CCAA as the same may be amended, supplemented

or restated from time to time in accordance with the terms thereof;

“PRC Retiree” means any Retiree with OPEB Entitlements who is represented by

Pension Representative Counsel;

“PRC Retiree Package” means a document package, which shall include: (i) the
Retiree Letter; (ii) an individualized Retiree Benefit Claim Statement; (iii) a Retiree
Request for Correction form, and (iv) such other materials as the Monitor, in
consultation with the Sears Canada Entities and Pension Representative Counsel,

may consider appropriate or desirable;

(www) “Pre-Filing Period” means the period prior to the Filing Date;

(Xxx)

(yyy)

(zzz)
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“Proof of Claim” means the proof of claim form, substantially in the form attached
as Schedule “Q” hereto, to be filed by Claimants in respect of any Sears Pension
Claim, Supplemental Plan Claim, Other Employee Claim or Other Retiree Claim

against any of the Sears Canada Entities;

“Proof of Claim Bar Date” means 5:00 p.m. on April 9, 2018;

“Proof of Claim Instruction Letter” means the letter containing instructions for
completing the Proof of Claim form, substantially in the form attached as

Schedule “P” hereto;

“Proof of Claim Package” means a document package, which shall include: (i) a
Proof of Claim form; (ii) a Proof of Claim Instruction Letter; (iii) a D&O Proof of

Claim form; (iv) a D&O Proof of Claim Instruction Letter; and (v) such other
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materials as the Monitor, in consultation with the Sears Canada Entities, may

consider appropriate or desirable;

“Request for Correction” means an Employee Request for Correction or a Retiree

Request for Correction, as applicable;

“Request for Correction Bar Date”” means the later of: (i) 5:00 p.m. on May 7,
2018, and (ii) where a Claimant receives a Monitor Corrected Claim Statement, the
date that is thirty (30) days after the date on which such Claimant is deemed to

receive such Monitor Corrected Claim Statement;

“Restructuring Period” means the period on or after the Filing Date;

“Retiree” means any Person with any (i) entitlements under the Sears Pension Plan;
(i) entitlements under the Supplemental Plan; (iii) primary coverage entitlements
with respect to any OPEB Entitlements; (iv) entitlements to the Lifetime Discount
(including, for greater certainty, current and former Employees who qualify for this
discount by virtue of satisfying applicable age and service eligibility criteria); or
(v) entitlements under any other pension or retirement plan of the Sears Canada

Entities;

“Retiree Benefit Claim” means any right or claim of any Retiree against any of
the Sears Canada Entities in respect of any OPEB Entitlements as calculated in
accordance with the Retiree Benefit Claims Methodology, which, for greater
certainty, shall include any derivative health and dental coverage claim of any
eligible spouse and/or dependant of such Retiree, and which will be set out in a

Retiree Benefit Claim Statement;

267



-19 -

(ggge) “Retiree Benefit Claim Statement” means an individual claim statement,
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substantially in the form attached as Schedule hereto, to be prepared by the
Sears Canada Entities, in consultation with the Monitor and with the assistance of
Pension Representative Counsel, which shall include the amount of such individual

Claimant’s Retiree Benefit Claim, as calculated in accordance with the Retiree

Benefit Claims Methodology;

(hhhh) “Retiree Benefit Claims Methodology” means the methodology and assumptions

(iiii)

for the calculation of Retiree Benefit Claims, as described in paragraphs 48 to 53

of the Penrice Affidavit and illustrated in Schedule “B” hereto;

“Retiree Claim” means each of the following (which, for greater certainty, may be
asserted by or on behalf of a Retiree, including by Pension Representative Counsel

or the Pension Plan Administrator and/or the Superintendent, as appropriate):

(i) Sears Pension Claims;

(i1) Supplemental Plan Claims;

(iii)  Retiree Benefit Claims;

(iv)  Lifetime Discount Claims;

v) Warranty Claims; and

(vi)  Other Retiree Claims;
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including any Retiree Claim arising through subrogation against any Sears Canada
Entity or Director or Officer, provided however that in any case “Retiree Claim”

shall not include an Excluded Claim;

Gii) “Retiree Letter” means the letter to PRC Retirees and DB Only Retirees,
substantially in the form attached as Schedule “F” hereto, which shall, among other
things, provide a link to access the Claims Website (where a Retiree may submit a
Retiree Request for Correction and which will include a link to the Proof of Claim

Package);

(kkkk) “Retiree Request for Correction” means the request form, substantially in the
form attached as Schedule “K” hereto, or in an electronic form acceptable to the
Monitor, to be submitted by a Retiree to the Monitor requesting a correction to the
Personal Information set out in the Retiree Benefit Claim Statement or Monitor

Corrected Claim Statement, if applicable, provided to such Retiree;

(1) “Sears Pension Claim™ means any right or claim against the Sears Canada Entities
or any Directors and/or Officers with respect to the Wind-Up Deficiency, including,
for greater certainty, any claim based on statutory deemed trust obligations with
respect to the Wind-Up Deficiency (and, for greater certainty, no individual Retiree
with entitlements with respect to the defined benefit component of the Sears
Pension Plan shall be permitted to submit a Proof of Claim or D&O Proof of Claim

with respect to such entitlements or with respect to the Wind-Up Deficiency);

(mmmm) “Sears Pension Claim Methodology” means the methodology and
assumptions for the calculation of any Sears Pension Claim, as described in

paragraphs 61 to 63 of the Penrice Affidavit;
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(nnnn) “Sears Pension Plan” means the Sears Canada I[nc. Registered Retirement Plan
(Reg. #0360065), a pension plan registered under the Ontario Pension Benefits Act,
R.S.0. 1990, c. P.8 and Income Tax Act, R.S.C. 1985, c. 1 (5th Supp.) with a defined

benefit component and a defined contribution component;

(0000) “Superintendent” means the Ontario Superintendent of Financial Services as

administrator of the Pension Benefits Guarantee Fund;

(pppp) “Supplemental Plan” means the Sears Canada Inc. Supplementary Retirement
Plan, a non-registered supplemental pension plan maintained to provide enhanced
pension benefits to eligible members of the defined benefit component of the Sears

Pension Plan that are not provided under the Sears Pension Plan;

(qqqq) “Supplemental Plan Claim™ means any right or claim against the Sears Canada
Entities or any Directors and/or Officers with respect to entitlements of a Retiree
under the Supplemental Plan (and, for greater certainty, no Retiree who is
represented by Pension Representative Counsel shall be permitted to submit a Proof

of Claim or D&O Proof of Claim with respect to such entitiements);

(rrrr)  “Termination Claim™ means any right or claim of any Employee against any of
the Sears Canada Entities in respect of the termination of such Employee’s
employment, whether under contract, common law, statute or otherwise, including
for termination and severance pay and for damages for loss of employment-related
perquisites and benefits (including employee discounts) during his/her period of
entitlement to working notice, which, for greater certainty, will be calculated for
the purposes of this Employee and Retiree Claims Process in accordance with the

Termination Claims Methodology and set out in a Termination Claim Statement;
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(ssss) “Termination Claim Statement” means an individual claim statement,
substantially in the form attached as Schedule “H” hereto, or in an electronic form
acceptable to the Monitor, to be prepared by the Sears Canada Entities, in
consultation with the Monitor and with the assistance of Employee Representative
Counsel, which shall include the amount of such individual Claimant’s Termination

Claim, as calculated in accordance with the Termination Claims Methodology;

(tttt)  “Termination Claims Methodology™ means the methodology and assumptions for
the calculation of Termination Claims, as described in paragraphs 28 to 47 of the

Penrice Affidavit and illustrated in Schedule “A” hereto;

(uuuu) “Union Representative” means a representative of the bargaining agent

representing Unionized Employees;

(vvvv) “Unionized Employee” means any Employee represented by a union pursuant to a
collective agreement in connection with such Employee’s employment with any of

the Sears Canada Entities;

(wwww) “Warranty” means a customer warranty provided by any one of the Sears
Canada Entities, including any Sears Protection Agreement but excluding any

manufacturer’s warranty;

(xxxx) “Warranty Claim” means any claim of a Claimant in this Employee and Retiree

Claims Process against the Sears Canada Entities with respect to a Warranty; and

(yyyy) “Wind-Up Deficiency” means the wind-up deficit with respect to the defined

benefit component of the Sears Pension Plan.

271



223 -

5. THIS COURT ORDERS that all references as to time herein shall mean local time in
Toronto, Ontario, Canada, and any reference to an event occurring on a Business Day shall mean
prior to 5:00 p.m. on such Business Day unless otherwise indicated herein, and any reference to
an event occurring on a day that is not a Business Day shall mean the next following day that is a

Business Day.

6. THIS COURT ORDERS that all references to the word “including” shall mean “including
without limitation™, all references to the singular herein include the plural, the plural include the

singular, and any gender includes all genders.

GENERAL PROVISIONS

7. THIS COURT ORDERS that any Claim denominated in a foreign currency shall be
converted to Canadian dollars at the Bank of Canada exchange rate in effect at the Filing Date. For
reference, the exchange rate that will be applied to Claims denominated in U.S. dollars is 1.3241

CAD/USD.

8. THIS COURT ORDERS that, notwithstanding any other provisions of this Order, the
solicitation by the Monitor of Proofs of Claim and D&O Proofs of Claim, the delivery by the
Monitor of Claims Packages and the Retiree Letter, and the filing by any Claimant of any Proof
of Claim or D&O Proof of Claim shall not, for that reason only, grant any Person any rights,
including without limitation, in respect of the nature, quantum and priority of his/her Claims or
his/her standing in the CCAA Proceedings or any other proceedings, except as specifically set out
in this Order (provided that this exception shall not apply in respect of paragraphs 19 to 21 of this

Order or to the Sears Pension Claim Methodology).

9. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities

and the applicable Directors and Officers in respect of any D&O Claim, is hereby authorized to
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use reasonable discretion as to the adequacy of compliance with respect to the manner in which
any forms delivered hereunder are completed and executed and the time in which they are
submitted, and may, where the Monitor, in consultation with the Sears Canada Entities and the
applicable Directors and Officers in respect of any D&O Claim, is satisfied that a Claim has been
adequately proven, waive strict compliance with the requirements of this Order, including in
respect of the completion, execution and time of delivery of such forms; provided that it is
recognized and understood that certain Claims will be contingent in nature and/or based on
estimates and assumptions which may be subject to change, and therefore will not contain

particulars of such Claims that are not yet known as at the time they are filed.

TERMINATION CLAIMS METHODOLOGY

10. THIS COURT ORDERS that the Termination Claims Methodology is hereby approved.

I1. THIS COURT ORDERS that the Termination Claims of ERC Employees and Non-ERC
Employees shall be calculated by the Sears Canada Entities in consultation with the Monitor and
with the assistance of Employee Representative Counsel and its Advisors as well as Union
Representatives, where appropriate, in accordance with the Termination Claims Methodology

based on the Personal Information relating to such Employee.

12. THIS COURT ORDERS AND DECLARES that:

(a) the Termination Claims Methodology shall be final and binding on all ERC

Employees;

(b) the Termination Claims Methodology shall be final and binding on any Non-ERC
Employees who do not submit a Notice of Proposed Revision (or, in the case of a

Unionized Employee, do not have a Union Representative submit a Notice of
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Proposed Revision on such Unionized Employee’s behalf) by the Notice of

Proposed Revision Bar Date;

no: (i) ERC Employee, or (ii) Non-ERC Employee who did not submit a Notice of
Proposed Revision (or, in the case of a Unionized Employee, did not have a Union
Representative submit a Notice of Proposed Revision on such Unionized
Employee’s behalf) by the Notice of Proposed Revision Bar Date, shall directly or
indirectly assert, advance, re-assert or re-file any Termination Claim that is not

calculated in accordance with the Termination Claims Methodology; and

any Termination Claim that is directly or indirectly asserted, advanced, re-asserted
or re-filed by an ERC Employee or by a Non-ERC Employee who did not submit
a Notice of Proposed Revision (or, in the case of a Unionized Employee, did not
have a Union Representative submit a Notice of Proposed Revision on such
Unionized Employee’s behalf) by the Notice of Proposed Revision Bar Date that is
not calculated in accordance with the Termination Claims Methodology shall be

disallowed.

RETIREE BENEFIT CLAIMS METHODOLOGY

13.

14.

THIS COURT ORDERS that the Retiree Benefit Claims Methodology is hereby approved.

THIS COURT ORDERS that any Retiree Benefit Claim of a Retiree shall be calculated by

the Sears Canada Entities in consultation with the Monitor and with the assistance of Pension

Representative Counsel and its Advisors, where appropriate, in accordance with the Retiree

Benefit Claims Methodology based on the Personal Information relating to such Retiree.

15.

THIS COURT ORDERS AND DECLARES that:
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the Retiree Benefit Claims Methodology shall be final and binding on all PRC

Retirees;

the Retiree Benefit Claims Methodology shall be final and binding on all Non-PRC
Retirees who do not submit a Notice of Proposed Revision by the Notice of

Proposed Revision Bar Date;

no: (i) PRC Retiree, or (ii) Non-PRC Retiree who did not file a Notice of Proposed
Revision by the Notice of Proposed Revision Bar Date, shall directly or indirectly
assert, advance, re-assert or re-file any Retiree Benefit Claim that is not calculated

in accordance with the Retiree Benefit Claims Methodology; and

any Retiree Benefit Claim that is directly or indirectly asserted, advanced, re-
asserted or re-filed by a PRC Retiree or by a Non-PRC Retiree who did not file a
Notice of Proposed Revision by the Notice of Proposed Revision Bar Date that is
not calculated in accordance with the Retiree Benefit Claims Methodology shali be

disallowed.

LIFETIME DISCOUNT CLAIMS METHODOLOGY

16.  THIS COURT ORDERS that the Lifetime Discount Claims Methodology is hereby

approved.

17. THIS COURT ORDERS AND DECLARES that:

(a)

the Lifetime Discount Claims Methodology shall be final and binding on all

Retirees eligible to submit a Lifetime Discount Claim;
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b the Sears Canada Entities shall be deemed to have submitted Lifetime Discount
Claims calculated in accordance with the Lifetime Discount Claims Methodology
on behalf of each known Retiree eligible to submit a Lifetime Discount Claim,

based on the books and records of the Sears Canada Entities;

(c) no Retiree shall directly or indirectly assert, advance, re-assert or re-file any

Lifetime Discount Claim; and

(d) any Lifetime Discount Claim that is directly or indirectly asserted, advanced, re-

asserted or re-filed by any Retiree shall be disallowed.

SEARS PENSION CLAIM METHODOLOGY

18. THIS COURT ORDERS that the Sears Pension Claim Methodology is hereby approved.

19. THIS COURT ORDERS that only Pension Representative Counsel, the Pension Plan
Administrator and the Superintendent may submit a Proof of Claim and/or D&O Proof of Claim
with respect to any Sears Pension Claim. The Monitor shall deal with any such Proofs of Claim
and/or D&O Proofs of Claim in accordance with paragraphs 65 and 69 below. For greater certainty,
no individual Retiree with entitlements with respect to the defined benefit component of the Sears
Pension Plan shall be permitted to submit a Proof of Claim or D&O Proof of Claim with respect

to any such entitlements or with respect to the Wind-Up Deficiency.

20. THIS COURT ORDERS that any Sears Pension Claim shall be calculated pursuant to the
Sears Pension Claim Methodology. For the purposes of the preparation and submission of any
Proof of Claim or D&QO Proof of Claim relating to a Sears Pension Claim only, the Pension Plan
Administrator, Pension Representative Counsel and/or the Superintendent shall be entitled,

without independent investigation, to rely on the books and records of the Sears Canada Entities
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and any information provided by the Sears Canada Entities, and shall not be liable for any claims
or damages resulting from any errors or omissions in the Sears Canada Entities’ books, records or

information.

21. THIS COURT ORDERS AND DECLARES that:

(a) the Sears Pension Claim Methodology shall be final and binding on the Pension
Plan Administrator, Pension Representative Counsel, the Superintendent and on all
Retirees with entitlements under the defined benefit component of the Sears

Pension Plan;

(b) Sears Pension Claims: (i) may only be submitted by the Pension Plan
Administrator, Pension Representative Counsel, and/or the Superintendent, each in
accordance with the Sears Pension Claim Methodology and the requirements under
this Order (which, for greater certainty, may be adjusted in accordance with the
Sears Pension Claim Methodology after the Proof of Claim Bar Date), and (ii) shall
not, directly or indirectly, be asserted, advanced, re-asserted or re-filed by any other
Person that is not the Pension Plan Administrator, Pension Representative Counsel

or the Superintendent;

(c) any Sears Pension Claim that is directly or indirectly asserted, advanced, re-asserted
or re-filed by any Person other than the Pension Plan Administrator, Pension
Representative Counsel or the Superintendent, or any Sears Pension Claim that is
not calculated in accordance with the Sears Pension Claim Methodology, shall be

disallowed;
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(d) the Monitor shall provide a copy of any Sears Pension Claim received to the
Pension Plan Administrator, Pension Representative Counsel and the

Superintendent, as appropriate;

(e) each of the Pension Plan Administrator, Pension Representative Counsel and the
Superintendent shall be given written notice by the Monitor of any determination
by the Monitor, including as to quantum and/or priority, of any Sears Pension Claim

submitted in accordance with this Order; and

) the Pension Plan Administrator, Pension Representative Counsel and the
Superintendent shall be given written notice by the Monitor of, and are entitled to
participate in (i) any hearing before a Claims Officer concerning a Sears Pension
Claim, and (ii) any hearing before the Court concerning a Sears Pension Claim, and

any appeals therefrom.

SUPPLEMENTAL PLAN CLAIMS

22. THIS COURT ORDERS that Pension Representative Counsel shall, on behalf of all
Retirees with entitlements under the Supplemental Plan, submit a Proof of Claim and/or D&O
Proof of Claim with respect to any Supplemental Plan Claims of such Retirees. No Retiree
represented by Pension Representative Counsel shall be permitted to submit a Proof of Claim or
D&O Proof of Claim with respect to any Supplemental Plan Claim of such Retiree. For greater
certainty, any Retiree not represented by Pension Representative Counsel who has entitlements
under the Supplemental Plan may submit a separate Proof of Claim or D&O Proof of Claim with
respect to such entitlements, and the Monitor shall deal with any such Proofs of Claim and/or D&O

Proofs of Claim in accordance with paragraph 69 below.
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23. THIS COURT ORDERS that any Supplemental Plan Claim submitted by Pension

Representative Counsel shall be calculated by Pension Representative Counsel and its Advisors.

Pension Representative Counsel and its Advisors shall be entitled, without independent

investigation, to rely on the books and records of the Sears Canada Entities and any information

provided by the Sears Canada Entities, and shall not be liable for any claims or damages resulting

from any errors or omissions in the Sears Canada Entities” books, records or information.

24, THIS COURT ORDERS AND DECLARES that:

(a)

(b)

(c)

(d)

any Supplemental Plan Claims submitted by Pension Representative Counsel shall
be final and binding on all Retirees represented by Pension Representative Counsel

who have entitlements under the Supplemental Plan;

any Supplemental Plan Claims submitted by Pension Representative Counsel shall
be final and binding on all Retirees not represented by Pension Representative
Counsel who do not submit any other Proof of Claim or D&O Proof of Claim in
respect of their entitlements under the Supplemental Plan before the Proof of Claim

Bar Date;

no Retiree represented by Pension Representative Counsel shall directly or

indirectly assert, advance, re-assert or re-file any Supplemental Plan Claim; and

any Supplemental Plan Claim that is directly or indirectly asserted, advanced, re-
asserted or re-filed by any Retiree represented by Pension Representative Counsel

shall be disallowed.
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MONITOR’S ROLE

25. THIS COURT ORDERS that, in addition to its prescribed rights, duties, responsibilities
and obligations under the CCAA, the Initial Order and any other orders of the Court in the CCAA
Proceedings, the Monitor is hereby directed and empowered to implement the Employee and
Retiree Claims Process set out herein and to take such other actions and fulfill such other roles as

are authorized by this Order or incidental thereto.

26.  THIS COURT ORDERS that the Monitor (a) shall have all of the protections given to it
by the CCAA, the Initial Order, any other orders of the Court in the CCAA Proceedings, and this
Order, or as an officer of the Court, including the stay of proceedings in its favour; (b) shall incur
no liability or obligation as a result of the carrying out of the provisions of this Order, including in
respect of its exercise of discretion as to the completion, execution or time of delivery of any
documents to be delivered hereunder, other than in respect of its gross negligence or wilful
misconduct; (c) shall be entitled, without independent investigation, to rely on the books and
records of the Sears Canada Entities and any information provided by the Sears Canada Entities;
and (d) shall not be liable for any claims or damages resulting from any errors or omissions in the

Sears Canada Entities” books, records or information.

27. THIS COURT ORDERS that the Sears Canada Entities and their current officers, directors,
employees, agents and representatives shall fully cooperate with the Monitor in the exercise of its

powers and discharge of its duties and obligations under this Order.

EMPLOYEE REPRESENTATIVE COUNSEL’S ROLE

28.  THIS COURT ORDERS that, unless otherwise directed by the Court, Employee
Representative Counsel may, on behalf of any ERC Employee: (a) engage in discussions with the

Monitor and the Sears Canada Entities with respect to Personal Information; (b) assist in filing an
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Employee Request for Correction, Proof of Claim, D&O Proof of Claim, or Notice of Dispute on
behalf of an Employee where requested to do so by the Employee; (c) file a Proof of Claim or a
D&O Proof of Claim on behalf an Employee; (d) participate in the adjudication, resolution or
settlement of any Termination Claim; and (e) assist an ERC Employee with an Other Employee
Claim that, in the judgment of Employee Representative Counsel, is a bona fide claim that has not
been dealt with through the Termination Claims Methodology; provided however that nothing in
this paragraph 28 shall relieve an ERC Employee of his or her responsibility to review the Claims
Package provided to him or her (including the Termination Claim Statement), to review the
Personal Information upon which the Claim will be calculated, and to submit an Employee Request
for Correction, a Proof of Claim, a D&O Proof of Claim, or a Notice of Dispute where such
Employee wishes to do so and is entitled to do so in accordance with the procedures and within

the time limits set out in this Order.

29. THIS COURT ORDERS that Employee Representative Counsel, the Employee
Representatives and any Advisors retained by Employee Representative Counsel: (a) shall have
no personal liability or obligations as a result of the performance of their duties in carrying out the
provisions of this Order, save and except for liability arising out of gross negligence or wilful
misconduct; (b) shall be entitled, without independent investigation, to rely on the books and
records of the Sears Canada Entities and any information provided by the Sears Canada Entities;
and (c) shall not be liable for any claims or damages resulting from any errors or omissions in the

Sears Canada Entities’ books, records or information.

30.  THIS COURT ORDERS that, subject to existing confidentiality agreements, the Employee
Representative Counsel Order and applicable law: (a) the Sears Canada Entities and the Monitor

shall cooperate with Employee Representative Counsel in the exercise of its powers and discharge
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of its duties and obligations under this Order, and (b) Employee Representative Counsel shall
cooperate with the Monitor and the Sears Canada Entities in the exercise of their respective powers

and discharge of their respective duties and obligations under this Order.

PENSION REPRESENTATIVE COUNSEL’S ROLE

31. THIS COURT ORDERS that all unionized Retirees shall be represented by Pension
Representative Counsel pursuant to the Pension Representative Counsel Order nunc pro tunc,
unless any such unionized Retiree specifically notifies Pension Representative Counsel in writing
that such Retiree wishes to opt-out of representation by the Pensioner Representatives and Pension

Representative Counsel.

32. THIS COURT ORDERS that, unless otherwise directed by the Court, Pension
Representative Counsel may, on behalf of any Retiree represented by Pension Representative
Counsel: (a) engage in discussions with the Monitor and the Sears Canada Entities with respect to
Personal Information; (b) assist in filing a Retiree Request for Correction, Proof of Claim, D&O
Proof of Claim, or Notice of Dispute on behalf of a Retiree where requested to do so by the Retiree;
(c) file a Proof of Claim or D&O Proof of Claim on behalf of a Retiree; (d) participate in the
adjudication, resolution or settlement of any Retiree Benefit Claim; and (e) assist a Retiree with
an Other Retiree Claim that, in the judgment of Pension Representative Counsel, is a bona fide
claim that has not been dealt with through the Retiree Benefit Claims Methodology, the Lifetime
Discount Claims Methodology, the Sears Pension Claim Methodology or otherwise; provided
however that nothing in this paragraph 31 shall relieve a Retiree of his or her responsibility to
review the Claims Package provided to him or her (including the Retiree Benefit Claim Statement),
to review the Personal Information upon which the Claim will be calculated, and to submit a

Retiree Request for Correction, a Proof of Claim, a D&O Proof of Claim, or a Notice of Dispute
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where such Retiree wishes to do so and is entitled to do so in accordance with the procedures and

within the time limits set out in this Order.

33, THIS COURT ORDERS that Pension Representative Counsel, the Pensioner
Representatives and any Advisors retained by Pension Representative Counsel: (a) shall have no
personal liability or obligations as a result of the performance of their duties in carrying out the
provisions of this Order, save and except for liability arising out of gross negligence or wilful
misconduct; (b) shall be entitled, without independent investigation, to rely on the books and
records of the Sears Canada Entities and any information provided by the Sears Canada Entities;
and (c) shall not be liable for any claims or damages resulting from any errors or omissions in the

Sears Canada Entities’ books, records or information.

34, THIS COURT ORDERS that, subject to existing confidentiality agreements, the Pension
Representative Counsel Order and applicable law: (a) the Sears Canada Entities and the Monitor
shall cooperate with Pension Representative Counsel, the Pension Plan Administrator and the
Superintendent in the exercise of their respective powers and discharge of their respective duties
and obligations under this Order, and (b) Pension Representative Counsel, the Pension Plan
Administrator and the Superintendent shall cooperate with the Monitor and the Sears Canada
Entities in the exercise of their respective powers and discharge of their respective duties and

obligations under this Order.

NOTICE OF EMPLOYEE AND RETIREE CLAIMS PROCESS

35. THIS COURT ORDERS that the Monitor shall cause the Notice to Claimants to be
published at least three (3) times, beginning the week of February 26, 2018, in The Globe and Mail
(National Edition) and the electronic edition of [La Presse, and in such other publications and with

such frequency as is determined by the Monitor in consultation with the Sears Canada Entities.

283



-35-

36. THIS COURT ORDERS that the Monitor shall cause the Notice to Claimants and blank
copies of the Claims Packages (excluding any blank Termination Claim Statement or Retiree
Benefit Claim Statement) to be posted to the Monitor’'s Website by no later than 5:00 p.m. on

February 27, 2018.

37. THIS COURT ORDERS that the Applicants shall cause the Notice to Claimants to be
posted to the my.sears.ca portal, as soon as practicable but no later than 5:00 p.m. on February 27,

2018.

38. THIS COURT ORDERS that Employee Representative Counsel shall cause the Notice to
Claimants and a blank copy of the ERC Employee Package (excluding any blank Termination
Claim Statement) to be posted to Employee Representative Counsel’s Website, as soon as

practicable but no later than 5:00 p.m. on February 27, 2018.

39. THIS COURT ORDERS that Pension Representative Counsel shall cause the Notice to
Claimants and a blank copy of the PRC Retiree Package (excluding any blank Retiree Benefit
Claim Statement) to be posted to Pension Representative Counsel’s Website, as soon as practicable

but no later than 5:00 p.m. on February 27, 2018.

40. THIS COURT ORDERS that as soon as practicable, but no later than 5:00 p.m. on March
5, 2018, the Monitor shall cause: (a) an ERC Employee Package to be sent to each known ERC
Employee; (b) a Non-ERC Employee Package to be sent to each known Non-ERC Employee; (c)
a PRC Retiree Package to be sent to each known PRC Retiree; (d) a Non-PRC Retiree Package to
be sent to each known Non-PRC Retiree; and (e) a Retiree Letter to be sent to each known DB
Only Retiree, each at the last known physical or electronic address recorded in the books and

records of the Sears Canada Entities and in accordance with the terms of this Order.
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41. THIS COURT ORDERS that as soon as practicable, but no later than 5:00 p.m. on March
5, 2018, the Monitor shall cause a Proof of Claim Package to be sent to each Claimant who the
Sears Canada Entities have advised the Monitor may have an outstanding active action, claim or
complaint as of the Filing Date but who was not sent a package or a letter in accordance with
paragraph 40 above, at the last known physical or electronic address recorded in the books and

records of the Sears Canada Entities.

42. THIS COURT ORDERS that to the extent any Claimant requests documents or
information relating to the Employee and Retiree Claims Process prior to the Proof of Claim Bar
Date, the Monitor shall forthwith send such Claimant a Proof of Claim Package, and shall direct
such Claimant to the documents posted on the Monitor’s Website or otherwise respond to the
request for documents or information as the Monitor (in consultation with the Sears Canada
Entities and, where the Monitor deems appropriate, Employee Representative Counsel, Pension
Representative Counsel, the Pension Plan Administrator and/or the Superintendent) may consider
appropriate in the circumstances. If the Sears Canada Entities or the Monitor become aware of any
further Claims after the mailings contemplated in paragraph 40 and 41 herein, the Monitor shall
forthwith send such potential Claimant a Proof of Claim Package or other Claims Package, as the
Monitor (in consultation with the Sears Canada Entities and, where the Monitor deems appropriate,
Employee Representative Counsel, Pension Representative Counsel, the Pension Plan
Administrator and/or the Superintendent) deems appropriate, or may direct such potential

Claimant to the documents posted on the Monitor’s Website.

43. THIS COURT ORDERS that the Employee and Retiree Claims Process and the forms of
Notice to Claimants, Proof of Claim Instruction Letter, D&O Proof of Claim Instruction Letter,

Proof of Claim, D&O Proof of Claim, Termination Claim Statement, Retiree Benefit Claim
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Statement, Employee Request for Correction, Retiree Request for Correction, Notice of
Acceptance, Notice of Disallowance (Personal Information), Notice of Disallowance (Proof of
Claim), Notice of Dispute (Personal Information), Notice of Dispute (Proof of Claim), Notice of
Proposed Revision, ERC Employee Letter, Non-ERC Employee Letter, Retiree Letter and Non-
PRC Retiree Letter are hereby approved, subject to any minor non-substantive changes to the
forms as the Monitor and the Sears Canada Entities (in consultation with Employee Representative
Counsel and Pension Representative Counsel, as appropriate) may consider necessary or desirable

to be made from time to time.

44, THIS COURT ORDERS that the sending of the Claims Packages and the Retiree Letter to
the applicable Persons and the publication of the Notice to Claimants, in accordance with this
Order, shall constitute good and sufficient service and delivery of notice of this Order and the Bar
Dates on all Persons who may be entitled to receive notice and who may wish to assert a Claim,
and no other notice or service need be given or made and no other document or material need be

sent to or served upon any Person in respect of this Order.

FILING OF REQUESTS FOR CORRECTION

45.  THIS COURT ORDERS that if the Monitor independently discovers or is made aware of
any errors in the Personal [nformation that would affect the amount of a Termination Claim or
Retiree Benefit Claim of a Claimant, the Monitor has the discretion to correct those errors. [f any
such errors are discovered and corrections are made by the Monitor, the Monitor shall send a
Monitor Corrected Claim Statement together with the applicable Request for Correction to such
Claimant, who will have the right to submit such Request for Correction by the Request for

Correction Bar Date or such other date as may be agreed to by the Monitor in writing.
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46. THIS COURT ORDERS that if: (i) an Employee disputes the Personal Information
contained in his/her Termination Claim Statement or Monitor Corrected Claim Statement, as
applicable, or (ii) a Retiree disputes the Personal Information contained in his/her Retiree Benefit
Claim Statement or Monitor Corrected Claim Statement, as applicable, such Employee or Retiree,
as applicable, shall deliver to the Monitor the applicable Request for Correction. All Requests for

Correction must be received by the Monitor by no later than the Request for Correction Bar Date.

47. THIS COURT ORDERS that: (a) if an Employee’s Request for Correction is not received
by the Monitor on or before the Request for Correction Bar Date or such Employee’s Request for
Correction is received and accepted by the Monitor through a Notice of Acceptance, the Personal
Information contained in his/her Termination Claim Statement, Monitor Corrected Claim
Statement or Notice of Acceptance, as applicable, shall be deemed to be correct and confirmed in
all respects, shall be final and binding on such Employee, and such Employee shall be barred from
making any Termination Claim inconsistent with such Personal Information; and (b) if a Retiree’s
Request for Correction is not received by the Monitor on or before the Request for Correction Bar
Date or such Retiree’s Request for Correction is received and accepted by the Monitor through a
Notice of Acceptance, the Personal [nformation contained in his/her Retiree Benefit Claim
Statement, Monitor Corrected Claim Statement or Notice of Acceptance, as applicable, shall be
deemed to be correct and confirmed in all respects, shall be final and binding on such Retiree, and
such Retiree shall be barred from making any Retiree Benefit Claim inconsistent with such

Personal Information.

FILING OF NOTICES OF PROPOSED REVISION

48. THIS COURT ORDERS that a Notice of Proposed Revision with respect to a Unionized

Employee’s Termination Claim may only be submitted by a Union Representative on behalf of
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such Unionized Employee (and, for greater certainty, no Unionized Employee shall be permitted
to submit a Notice of Proposed Revision on his/her own behalf). For greater certainty, any Non-
PRC Retiree shall be permitted to submit a Notice of Proposed Revision on his/her own behalf,
regardless of whether such Non-PRC Retiree is or was represented by a union at any time in

relation to such Non-PRC Retiree’s employment with any of the Sears Canada Entities.

49, THIS COURT ORDERS that only Non-ERC Employees (or, where such Non-ERC
Employee is a Unionized Employee, the Union Representative on behalf of such Unionized
Employee) and Non-PRC Retirees shall be permitted to file a Notice of Proposed Revision with

respect to the determination of their Termination Claim or Retiree Benefit Claim, as applicable.

50. THIS COURT ORDERS that: (a) if a Non-ERC Employee (or a Union Representative on
behalf of'a Unionized Employee) disputes the application of the Termination Claims Methodology
to determine such Non-ERC Employee’s Termination Claim; or (b) if a Non-PRC Retiree disputes
the application of the Retiree Benefit Claims Methodology to determine such Non-PRC Retiree’s
Retiree Benefit Claim, such Claimant (or in the case of a Unionized Employee, the Union
Representative on behalf of such Unionized Employee) shall deliver to the Monitor a Notice of
Proposed Revision containing a proposed alternative methodology to be used to determine his/her
Termination Claim or Retiree Benefit Claim, as applicable. All Notices of Proposed Revision must

be received by the Monitor by no later than the Notice of Proposed Revision Bar Date.

51. THIS COURT ORDERS that if a Notice of Proposed Revision is not submitted by an
eligible Claimant and received by the Monitor on or before the Notice of Proposed Revision Bar
Date: (a) the Termination Claims Methodology or the Retiree Benefit Claims Methodology, as
applicable, shall be deemed to be confirmed in all respects by such Claimant and shall be final and

binding on such Claimant, such that the only remaining element of such Claimant’s Termination
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Claim or Retiree Benefit Claim that may be subject to revision shall be the Personal Information
to be applied to such methodology (to the extent that any Request for Correction has been
submitted in accordance with paragraphs 45 and 47 above), and (b) the Claimant shall be barred

from making any further Termination Claim or Retiree Benefit Claim.

FILING OF PROOFS OF CLAIM

52. THIS COURT ORDERS that any Claimant (or any Union Representative or other Person
on behalf of any Claimant, including without limitation the Pension Plan Administrator, Pension
Representative Counsel or the Superintendent with respect to any Sears Pension Claim or Other
Retiree Claim, Employee Representative Counsel with respect to any Other Employee Claim, or
Pension Representative Counsel with respect to any Supplemental Plan Claim) that intends to
assert a Sears Pension Claim, Supplemental Plan Claim, Other Employee Claim or Other Retiree
Claim, including any D&O Claim relating to any of the foregoing, shall file a Proof of Claim or
D&O Proof of Claim, as applicable, with the Monitor on or before the Proof of Claim Bar Date.
Any Claimant (or other Person on behalf of such Claimant) who submits a Proof of Claim or D&O
Proof of Claim must specify whether such Claim relates to the Pre-Filing Period or to the
Restructuring Period. For the avoidance of doubt, a Proof of Claim or D&O Proof of Claim, as
applicable, must be filed by every such Claimant (or other Person on behalf of such Claimant) in
respect of every such Claim or D&O Claim, regardless of whether or not a legal proceeding in

respect of such Claim or D&O Claim has been previously commenced.

53. THIS COURT ORDERS that any Claimant (or other Person on behalf of such Claimant)
who is eligible to assert a Sears Pension Claim, Supplemental Plan Claim, Other Employee Claim
or Other Retiree Claim, including any D&O Claim relating to any of the foregoing, and who does

not file a Proof of Claim or D&O Proof of Claim, as applicable, so that such Proof of Claim or
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D&O Proof of Claim is received by the Monitor on or before the Proof of Claim Bar Date, or such
later date as the Monitor (in consultation with the Sears Canada Entities, the applicable Directors
and Officers in respect of any D&O Claim and, where the Monitor deems appropriate, Employee
Representative Counsel, Pension Representative Counsel, the Pension Plan Administrator and/or

the Superintendent) may agree in writing or the Court may otherwise direct:

(a) be and is hereby forever barred, estopped and enjoined from asserting or enforcing
any such Claim or D&O Claim and all such Claims or D&O Claims shall be forever

extinguished;

(b) will not be permitted to vote at any Meeting on account of such Claim(s) or D&O

Claim(s);

(©) will not be entitled to receive further notice with respect to the Employee and
Retiree Claims Process or these proceedings unless the Monitor and/or the Sears

Canada Entities become aware that such Claimant has any other Claim; and

(d) will not be permitted to participate in any distribution under any Plan on account

of such Claim(s) or D&O Claim(s).

54. THIS COURT ORDERS that the provisions of paragraphs 52 and 53 herein shall not apply
to any Lifetime Discount Claims or to any Warranty Claims. Proofs of Claim with respect to any
Lifetime Discount Claim and any Warranty Claim shall each be deemed to have been properly
submitted in accordance with the applicable requirements of this Order by the Sears Canada
Entities on behalf of each eligible Claimant, based on the books and records of the Sears Canada
Entities. For greater certainty, no Claimant shall be entitled to any additional Claim against the

Sears Canada Entities with respect to any Lifetime Discount or Warranty.
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ADJUDICATION OF TERMINATION CLAIMS OR RETIREE BENEFIT CLAIMS

Requests for Correction

55. THIS COURT ORDERS that the Monitor shall provide, upon request: (i) summaries of
Termination Claims of Unionized Employees or copies of Non-ERC Employee Packages sent to
Unionized Employees to the applicable Union Representative; and (ii) copies of any Requests for

Correction received by it to the appropriate Representative Counsel or Union Representative.

56. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities,
shall review each Request for Correction submitted in accordance with this Order and received on
or before the Request for Correction Bar Date, and shall, no later than July 31, 2018 and with a

copy to the appropriate Representative Counsel for such Claimant, if applicable:

(@) accept all of the corrections requested, in which case the Monitor shall cause to be
sent to such Claimant a Notice of Acceptance, which will include the value of the
Claimant’s Termination Claim or Retiree Benefit Claim, as applicable, after
applying the revised Personal Information to the Termination Claims Methodology

or the Retiree Benefit Claims Methodology, as appropriate; or

(b) disallow the corrections requested (in whole or in part), in which case the Monitor
shall cause to be sent to such Claimant a Notice of Disallowance (Personal

Information).

57. THIS COURT ORDERS that any Claimant who intends to dispute a Notice of

Disallowance (Personal Information) hereof shall:

(a) deliver a completed Notice of Dispute (Personal Information), along with the

reasons for the dispute, to the Monitor by no later than thirty (30) days after the
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date on which the Claimant is deemed to receive the Notice of Disallowance
(Personal Information), or such other date as may be agreed to by the Monitor in

writing; and

(b) in the event that a dispute raised in a Notice of Dispute (Personal Information) is
not settled within a time period or in a manner satisfactory to the Monitor, in
consultation with the Sears Canada Entities, the Monitor shall refer the dispute
raised in the Notice of Dispute (Personal Information) to a Claims Officer or the

Court for adjudication at its election.

58. THIS COURT ORDERS that where a Claimant who receives a Notice of Disallowance
(Personal Information) does not submit a completed Notice of Dispute (Personal Information) by
the time set out in paragraph 57(a), such Claimant’s Personal Information shall be deemed to be
as set out in the Notice of Disallowance (Personal Information), and such Claimant shall have no
further right to dispute same and shall be barred from making any Claim inconsistent with such

Personal Information.

Notices of Proposed Revision

59. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities,
shall review each Notice of Proposed Revision submitted in accordance with this Order and
received on or before the Notice of Proposed Revision Bar Date, and shall accept, revise or reject

the methodology proposed in such Notice of Proposed Revision.

60.  THIS COURT ORDERS that, where a Union Representative has submitted a Notice of
Proposed Revision on behalf of a Unionized Employee, only the Union Representative shall be
entitled to negotiate the methodology proposed in such Notice of Proposed Revision with the

Monitor on behalf of such Unionized Employee.
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61. THIS COURT ORDERS that, in the event that an alternative methodology proposed in a
Notice of Proposed Revision is not agreed to by the Monitor or is not successfully negotiated with
the Claimant (or the Union Representative on behalf of a Unionized Employee) within a time
period or in a manner satisfactory to the Monitor, in consultation with the Sears Canada Entities,
the Monitor shall refer the dispute to a Claims Officer or the Court for adjudication at its election.
For greater certainty, any party may file additional evidence, documentation, reports or
information on any hearing to determine the methodology to be applied to calculate an applicable
Claimant’s Termination Claim or Retiree Benefit Claim, as applicable, and no party shall object
to the filing of such additional evidence on the basis that such evidence, documentation, report or
information was not included in the initial Termination Claim Statement or Retiree Benefit Claim

Statement, Notice of Proposed Revision or Request for Correction, if submitted.

ADJUDICATION OF PROOFS OF CLAIM AND D&O PROOFS OF CLAIM

62. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities,
shall review each Proof of Claim submitted in accordance with this Order and received on or before
the Proof of Claim Bar Date, and shall accept, revise or reject each Claim set forth in each such

Proof of Claim.

63. THIS COURT ORDERS that the Monitor shall promptly deliver a copy of any D&O
Proofs of Claim, Notices of Disallowance (Proof of Claim) with respect to any D&O Claim, and
Notices of Dispute (Proof of Claim) with respect to any D&O Claim, to the applicable Directors

and Officers named therein.

64. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities
and the applicable Directors and Officers named in any D&O Proof of Claim, and any counsel for

such Directors and Officers, shall review each D&O Proof of Claim submitted in accordance with
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this Order and received on or before the Proof of Claim Bar Date. The Monitor shall accept, revise
or reject each Claim set forth in each such D&O Proof of Claim, provided that the Monitor shall
not accept or revise any portion of a D&O Claim absent consent of the applicable Directors and

Officers or further Order of the Court.

65. THIS COURT ORDERS that the Monitor shall notify the Claimant who has delivered such
Proof of Claim or D&O Proof of Claim, as applicable, that such Claim has been revised or rejected
and the reasons therefor, by sending a Notice of Disallowance (Proof of Claim) by no later than
July 31, 2018 or such later date as ordered by the Court on application by the Monitor. However,
this July 31, 2018 deadline shall not apply to any Proof of Claim or D&O Proof of Claim filed in

respect of any Sears Pension Claim.

66. THIS COURT ORDERS that any Claimant who intends to dispute a Notice of
Disallowance (Proof of Claim) in respect of any Proof of Claim or D&O Proof of Claim, as

applicable, hereof shall:

(a) deliver a completed Notice of Dispute (Proof of Claim), along with the reasons for
the dispute, to the Monitor by no later than thirty (30) days after the date on which
the Claimant is deemed to receive the Notice of Disallowance (Proof of Claim), or
such other date as may be agreed to by the Monitor (in consultation with the Sears
Canada Entities and any applicable Directors and Officers in respect of any D&O

Claim) in writing; and

(b) in the event that a dispute raised in a Notice of Dispute (Proof of Claim) is not
settled within a time period or in a manner satisfactory to the Monitor (in
consultation with the Sears Canada Entities and the applicable Directors and

Officers in respect of any D&O Claim), the Monitor shall refer the dispute raised
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in the Notice of Dispute (Proof of Claim) to a Claims Officer or the Court for
adjudication at its election. Any Claimant who wishes to challenge the method of
adjudication elected by the Monitor may apply to the Court to determine the
appropriate method of adjudication. For greater certainty, any party may file
additional evidence, documentation, reports or information on any hearing to
resolve the issues raised in a Notice of Dispute (Proof of Claim) and no party will
object to the filing of such additional evidence on the basis that such evidence,
documentation, report or information was not included in the initial Proof of Claim,

D&O Proof of Claim or Notice of Disallowance (Proof of Claim).

67. THIS COURT ORDERS that where a Claimant who receives a Notice of Disallowance
(Proof of Claim) does not submit a completed Notice of Dispute (Proof of Claim) by the time set
out in paragraph 66(a), such Claimant’s Claim or D&O Claim shall be deemed to be as set out in
the Notice of Disallowance (Proof of Claim) and such Claimant shall have no further right to

dispute same.

68. THIS COURT ORDERS that the Monitor, in consultation with the Sears Canada Entities
and the applicable Directors and Officers in respect of any D&O Claim, may refer any Claim to a
Claims Officer or the Court for adjudication at its election by sending written notice to the
applicable parties at any time. Any Claimant who wishes to challenge the method of adjudication

elected by the Monitor may apply to the Court to determine the appropriate method of adjudication.

69. THIS COURT ORDERS that the Monitor and the Sears Canada Entities shall attempt to
identify all Duplicate Claims and shall attempt to resolve such Duplicate Claims with the Person
or Persons who submitted such Duplicate Claims. The Monitor and the Sears Canada Entities may

at any time seek direction from the Court with respect to the process and procedures for resolving
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Duplicate Claims, on notice to the Person or Persons who have submitted such Duplicate Claims
(and to the applicable Directors and Officers in respect of any Duplicate Claim that is a D&O

Claim).

CLAIMS OFFICER

70. THIS COURT ORDERS that the Hon. Mr. James Farley, Q.C. and the Hon. Mr. Dennis
O’Connor, Q.C., and such other Persons as may be appointed by the Court from time to time on
application of the Monitor or the Sears Canada Entities (in consultation with Employee
Representative Counsel, Pension Representative Counsel, the Pension Plan Administrator and/or
the Superintendent, as applicable), be and are hereby appointed as Claims Officers for the

Employee and Retiree Claims Process.

71. THIS COURT ORDERS that a Claims Officer shall determine the validity and amount of
disputed Claims, the accuracy of any disputed Personal Information, and the methodology to be
applied to any disputed Termination Claim or Retiree Benefit Claim, in accordance with this Order
and to the extent necessary may determine whether any Claim or part thereof constitutes an
Excluded Claim and shall provide written reasons. A Claims Officer shall determine all procedural
matters which may arise in respect of his or her determination of these matters, including the
manner in which any evidence may be adduced. A Claims Officer shall have the discretion to

determine by whom and to what extent the costs of any hearing before a Claims Officer shall be

paid.

72.  THIS COURT ORDERS that the Monitor, the Claimant (or any Person on behalf of a
Claimant, including any Union Representative, Employee Representative Counsel, Pension
Representative Counsel, the Pension Plan Administrator or the Superintendent), the Sears Canada

Entities and the applicable Directors and Officers in respect of any D&O Claim may, within ten
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(10) days of such party receiving notice of a Claims Officer’s determination of the value of a
Claimant’s Claim, the accuracy of a Claimant’s Personal Information, or the methodology to be
applied to a Claimant’s Termination Claim or Retiree Benefit Claim, appeal such determination or
any other matter determined by the Claims Officer in accordance with paragraph 70 or otherwise
to the Court by filing a notice of appeal, and the appeal shall be initially returnable for scheduling

purposes within ten (10) days of filing such notice of appeal.

73. THIS COURT ORDERS that, if no party appeals the determination of value of a Claim, of
accuracy of a Claimant’s Personal Information or of the methodology to be applied to a Claimant’s
Termination Claim or Retiree Benefit Claim, by a Claims Officer in accordance with the
requirements set out in paragraph 72 above, the decision of the Claims Officer in determining the
value of the Claim, the accuracy of the Personal Information or the methodology to be applied to
a Claimant’s Termination Claim or Retiree Benefit Claim shall be final and binding upon the Sears
Canada Entities, the Monitor, the applicable Directors and Officers in respect of a D&O Claim and
the Claimant, and there shall be no further right of appeal, review or recourse to the Court from

the Claims Officer’s final determination.

NOTICE OF TRANSFEREES

74.  THIS COURT ORDERS that, from the date of this Order until seven (7) days prior to the
date fixed by the Court for any distribution in the CCAA Proceedings or any other proceeding,
including a bankruptcy, leave is hereby granted to permit a Claimant to provide to the Monitor
notice of assignment or transfer of a Claim to any third party, and that no assignment or transfer

of a partial Claim shall be permitted.

75. THIS COURT ORDERS that, subject to the terms of any subsequent Order of this Court,

if, after the Filing Date, the holder of a Claim transfers or assigns the whole of such Claim to
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another Person, neither the Monitor nor the Sears Canada Entities shall be obligated to give notice
to or otherwise deal with the transferee or assignee of such Claim in respect thereof unless and
until actual notice of transfer or assignment, together with satisfactory evidence of such transfer
or assignment, shall have been received and acknowledged by the Monitor in writing and thereafter
such transferee or assignee shall, for the purposes hereof, constitute the “Claimant” in respect of
the whole of such Claim. Any such transferee or assignee of a Claim shall be bound by any notices
given or steps taken in respect of such Claim in accordance with this Order prior to receipt and
acknowledgement by the Monitor of satisfactory evidence of such transfer or assignment. A
transferee or assignee of a Claim takes the Claim subject to any rights of set-off to which the Sears
Canada Entities and/or the applicable Directors and Officers may be entitled with respect to such
Claim. For greater certainty, a transferee or assignee of a Claim is not entitled to set-off, apply,
merge, consolidate or combine any Claim assigned or transferred to it against or on account or in
reduction of any amounts owing by such Person to the Sears Canada Entities or the applicable

Directors and Officers.

SERVICE, NOTICE AND DELIVERY

76.  THIS COURT ORDERS that, notwithstanding anything to the contrary in this Order but
subject to paragraph 77 below, the Monitor may send, serve and deliver or cause to be sent, served
and delivered, to a Claimant or other interested Person, any notice, communication or other
document required by this Order (a) by forwarding a copy thereof by prepaid ordinary mail,
registered mail, courier, personal delivery, facsimile transmission or email to such Claimant or
other interested Person at the physical or electronic address, as applicable, last shown on the books
and records of the Sears Canada Entities or, where applicable, as set out in such Claimant’s Proof

of Claim, D&O Proof of Claim or Request for Correction; or (b) if such Claimant has successfully
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logged-in to the Claims Website, by uploading or updating such notice, communication or other

document to or on the Claims Website, and sending an email notification to such Claimant.

77. THIS COURT ORDERS that the Monitor may, to satisfy its obligations under paragraph
40 of this Order to ERC Employees and Non-ERC Employees with email addresses listed on the
books and records of the Sears Canada Entities, serve and deliver or cause to be served and
delivered to each such ERC Employee and Non-ERC Employee an email notice of this Employee
and Retiree Claims Process, which shall include a link to the Claims Website and certain
information that will allow each such ERC Employee and Non-ERC Employee to log-in the
Claims Website to access his’her ERC Employee Package or Non-ERC Employee Package, as
applicable; provided however, that in the event that any such ERC Employee or Non-ERC
Employee does not successfully log-in to the Claims Website within 14 days of receipt of such
email notice (according to the access records to be maintained by the Monitor), the Monitor shall
serve and deliver or cause to be served and delivered the applicable ERC Employee Package or
Non-ERC Employee Package by prepaid ordinary mail or courier to the physical address of such
ERC Employee or Non-ERC Employee as last shown on the books and records of the Sears Canada

Entities.

78. THIS COURT ORDERS that, notwithstanding anything to the contrary in this Order, a
Claimant may send, serve and deliver or cause to be sent, served and delivered, to the Monitor,
any notice, communication or other document required by this Order (a) by forwarding a copy
thereof in writing and substantially in the form, if any, provided for in this Order, by prepaid
ordinary mail, registered mail, courier, personal delivery, facsimile transmission or email,

addressed to:
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FTI Consulting Canada Inc., Sears Canada Monitor
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 101

Toronto, ON MS5K 1G8

Attention:Sears Canada Employee and Retiree Claims Process

Email in respect of Employee Claims: SearsEmployeeClaimSite@fticonsulting.com
Email in respect of Retiree Claims: SearsRetireeClaimSite@fticonsulting.com

Fax: 416-649-8101

or (b) if such Claimant has successfully logged-in to the Claims Website, by submitting such
notice, communication or other document in accordance with the instructions provided on the
Claims Website. Any notice, communication or other document delivered by a Claimant shall be
deemed received upon actual receipt by the Monitor thereof during normal business hours on a

Business Day, or if delivered outside of normal business hours, the next Business Day.

79. THIS COURT ORDERS that such service and delivery of any documents in connection
with this Employee and Retiree Claims Process shall be deemed to have been received: (a) if sent
by ordinary mail, on the third Business Day after mailing to an address within Ontario, the fifth
Business Day after mailing to an address within Canada (other than within Ontario), and the tenth
Business Day after mailing to an address internationally; (b) if sent by courier or personal delivery,
on the next Business Day following dispatch; or (c) if delivered by facsimile transmission, email
or submission on the Claims Website, by 5:00 p.m. on a Business Day, on such Business Day and

if delivered after 5:00 p.m. or other than on a Business Day, on the following Business Day.

80. THIS COURT ORDERS that if, during any period during which notices or other
communications are being given pursuant to this Order, a postal strike or postal work stoppage of
general application should occur, such notices or other communications sent by ordinary or
registered mail and then not received shall not, absent further Order of this Court, be effective and

notices and other communications given hereunder during the course of any such postal strike or
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work stoppage of general application shall only be effective if given by courier, personal delivery,

facsimile transmission or email in accordance with this Order.

MISCELLANEOUS

81. THIS COURT ORDERS that at any time, the Monitor or the Sears Canada Entities may
request additional information from a Claimant with respect to Personal Information, a proposed
methodology contained in a Notice of Proposed Revision, a Sears Pension Claim, a Supplemental
Plan Claim, or any Other Employee Claim or Other Retiree Claim made by such Claimant, and,
where such Claimant has filed a Proof of Claim or D&O Proof of Claim, the Monitor may request

that such Claimant file a revised Proof of Claim or D&O Proof of Claim.

82. THIS COURT ORDERS that the Sears Canada Entities, the Monitor, Employee
Representative Counsel, Pension Representative Counsel and the Pension Plan Administrator may
from time to time apply to this Court to extend the time for any action which the Sears Canada
Entities, the Monitor, Employee Representative Counsel, Pension Representative Counsel or the
Pension Plan Administrator is required to take if such extension is reasonably required to carry out
its duties and obligations pursuant to this Order and for advice and directions concerning the

discharge of its powers and duties under this Order or the interpretation or application of this Order.

83. THIS COURT ORDERS that nothing in this Order shall prejudice the rights and remedies
of any Directors or Officers or other Persons under the Directors’ Priority Charge, the Directors’
Subordinated Charge or any applicable insurance policy or prevent or bar any Person from seeking
recourse against or payment from the Sears Canada Entities’” insurance or any Director’s or
Officer’s liability insurance policy or policies that exist to protect or indemnify the Directors or
Officers or other Persons, whether such recourse or payment is sought directly by the Person

asserting a Claim from the insurer or derivatively through the Director or Officer or any Sears
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Canada Entity; provided, however, that nothing in this Order shall create any rights in favour of
such Person under any policies of insurance nor shall anything in this Order limit, remove, modify
or alter any defence to such Claim available to the insurer pursuant to the provisions of any
insurance policy or at law; and further provided that any Claim or portion thereof for which the
Person receives payment directly from, or confirmation that he or she is covered by, the Sears
Canada Entities’ insurance or any Director’s or Officer’s liability insurance or other liability
insurance policy or policies that exist to protect or indemnify the Directors or Officers or other

Persons shall not be recoverable as against a Sears Canada Entity or Director or Officer as

applicable.

84.  THIS COURT ORDERS that this Order shall have full force and effect in all provinces

and territories in Canada.

85. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative bodies, having jurisdiction in Canada or in the United States of
America, to give effect to this Order and to assist the Sears Canada Entities, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to provide such
assistance to the Sears Canada Entities and to the Monitor, as an officer of this Court, as may be
necessary or desirable to give effect to this Order, to grant representative status to the Monitor in
any foreign proceeding, or to assist the Sears Canada Entities and the Monitor and their respective

agents in carrying out the terms of this Order.
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Court File No.: CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE ) THURSDAY, THE 26TH
MR, JUSTICE HAINEY ) DAY OF APRIL, 2018

l
IN THE MATTER OF THE COMPANIES' CREDITORS

ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., 9370-275I
QUEBEC INC.. 191020 CANADA [INC., THE CUT INC.,
SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., NITIUM COMMERCE LABS INC., INITIUM
TRADING AND SOURCING CORP., SEARS FLOOR
COVERING CENTRES INC.. 173470 CANADA INC.. 2497089
ONTARIO INC.. 698874} CANADA INC., 10011711 CANADA
INC., 1592580 ONTARIO LIMITED, 955041 ALBERTA LTD.,
4201531 CANADA INC., 168886 CANADA INC.. AND 3339611
CANADA INC.

(cach, an “Applicant™, and collectively, the “Applicants™)

AMENDED LITIGATION INVESTIGATOR ORDER

THIS MOTION, wmade by Representative Counsel to lhe courl-appointed
Representatives of emiployees and retirees with respect to pension and post-retirement benefits of
the Applicants (“Retiree Representative Counsel’) pursuant to the Companies’ Creditors
Arrangement Act. RSC 1985, ¢ C-36, (the “CCAA”) for an order appointing a Litigation
[nvestigator to identify and report on certain rights and claims ol the Applicants and
SearsConnect (collectively, the “Sears Canada Entities™) and/or any creditors of the Sears

Canada Enlities, was heard this day at 330 University Avenue, Toronto, Ontario.
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ON READING the Affidavit of William Turner sworn on February 12, 2018 including
the exhibits thereto, the Affidavit of William Turner sworn on August 11, 2017, including the
exhibits thereto, the Affidavit of William Turner sworn on February 14, 2018 including the
exhibits thereto, the Affidavit of Jules Monteyne sworn on February 14, 2018 including the
exhibits thereto, the Affidavit of Leanne M. Williams sworn on February 14, 2018 including the
exhibits annexed thereto, the Monitor’s Fourteenth Report to the Court dated March 1, 2018, and
on hearing the submissions of Retiree Representative Counsel, Representative Counsel for the
employees of the Sears Canada Entities (“Employee Representative Counsel”), counsel for the
Applicants, counsel for the Monitor, and such other counsel for various creditors and
stakeholders as were present, no one else appearing although duly served as appears from the

Affidavit of Service of Veronica de Leoz, sworn February 12, 2018:

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

today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that Lax O’Sullivan Lisus Gottlieb LLP is hereby appointed as
Litigation Investigator (the “Litigation Investigator”) in these CCAA proceedings for the
benefit of the estates of the Sears Canada Entities and its creditors. The Litigation Investigator
shall be an officer of this Court, and is appointed for the purpose of investigating, considering,
and repoﬂing to the Creditors’ Committee (defined below), regarding any rights or claims,
whether legal, equitable, statutory or otherwise, that the Sears Canada Entities and/or any
creditors of any of the Sears Canada Entities may have as against any parties, including but not
limited 1o current and former directors, officers, shareholders and advisors of any of the Sears

Canada Entities (the “Mandate”). For greater certainty, the Litigation Investigator may
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investigate any and all claims regardless of whether such claims have been included by creditors’
proofs of claims filed pursuant to the Claims Procedure Order and E&R Claims Procedure Order
(defined below), however, the Litigation Investigator shall have no role in determining, advising
on, opposing, supporling, or articulating any claim of any creditor or stakeholder in the Claims
Process, as defined in the Order of this Court dated December 8, 2017 as amended by Order
dated February 22, 2018 or as further amended by Order of the Court (as amended, the “Claims
Procedure Order”) or any Claim as defined in the Employee and Retirce Claims Procedure
Order dated February 22, 2018 (the “E&R Claims Procedure Order”) and shall have no role in

the distribution or allocation of estate funds.

Litigation Investigator Reporting

3. THIS COURT ORDERS that the Litigation Investigator’s Mandate shall include
reporting to the Creditors’ Committee with such details as the Litigation Investigator considers
advisable (all such reporting being collectively defined herein as the “Report”), taking into
account any concerns of privilege and confidentiality. All Reports by the Litigation Investigator
and all communications among the Creditors’ Committee members and the Litigation
Investigator shall be subject to common interest privilege. A Report by the Litigation
Investigator will include recommendations regarding a proposed litigation plan that includes, but

is not limited to:

(a) those potential rights or claims of the Sears Canada Entities or any creditors of the

Sears Canada Entities that should be pursued (if any); and

(b) describing how and by whom such rights or claims (if any) can best be pursued or

continued, including, but not limited to:
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(i) the coordination of the prosecution of such rights or claims with similar
or related facts, rights or other claims that may be asserted by different

partics;

(i1) if necessary or desirable, a proposed governance structure for the
Creditors’ Committee created pursuant to this Order (or as same may be
amended, expanded or reconstituted in future, in accordance with the
terms of this Order) for the purpose of providing input to the Litigation
Investigator in the prosecution of such rights, claims or causes of action;

and

(iii) consideration as to the various options available for funding the

prosecution of such rights, claims or causes of action,

A confidential briefing ("Investigator Briefing") regarding all Reports prepared by the
Litigation Investigator shall be given to the Monitor;. provided that such Investigator Briefing

shall be kept confidential by the Monitor and shall remain subject to privilege.

4. THIS COURT ORDERS that following delivery of a Report to the Creditors’
Comumittee in accordance with its Mandate, the Litigation Investigator shall not take any further
steps without a further Order of the Court. For greater certainty, nothing herein shall prevent the
Litigation Investigator from seeking an Order of the Court authorizing it to pursue any claims

identified pursuant to the Mandate.



The Committee

S. THIS COURT ORDERS that the Litigation Investigator shall fulfil his Mandate in
consultation with a creditors’ committee (the "Creditors’ Committee") comprised of no more
than eight (8) members (inclusive of two members on behalf of landlords) at any one time
appointed by, or on behalf of the following creditor groups of the Sears Canada Entities: (i)
Retiree Representative Counsel; (ii) Employee Representative Counsel; (iii) landl ords (iv)
Hometown Dealers Class Action plaintiff counsel; (v) Morneau Shepell Ltd. in its capacity as
Administrator for the Sears Canada Inc. Registered Retirement Plan; (vi) the Ontario
Superintendent of Financial Services as Administrator of the Pension Benefits Guarantee Fund;
and (vii) such other unsecured creditors of the Sears Canada Entities not represented in (i)
through (vi) above as the majority of the Creditors’ Committee may agree be included, in
consultation with the Monitor, or as may be directed by the Court. The Creditors’ Committee
and the Litigation Investigator shall cooperate with the Monitor, and the Monitor shall cooperate
with the Litigation Investigator and the Creditors’> Committee in connection with the Mandate.
The Creditors” Committee shall consult with and provide input to the Litigation Investigator with

respect to the Mandate.

6. THIS COURT ORDERS that each member of the Creditors’ Committee (including any
alternates or replacements from the same stakeholder group as may be appointed by an existing
member) may be a creditor itself or counsel/advisor representing that stakeholder interest, but in
cither case each member shall execute a Confidentiality Agreement in a form acceptable to the
Litigation Investigator, the Sears Canada Entities and the Monitor prior to being entitled to
participate in any discussions or meetings of the Creditors’ Committee, receive any information

from the Monitor, the Litigation Investigator or any other member of the Creditors’ Committee,
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or to receive the Report. The Litigation Investigator will meet with the Creditors” Committee at
least monthly, or such other times as may be agreed by the Litigation Investigator and the
Creditors’ Committee. Meetings will only be conducted in person, to ensure the confidentiality

of all discussions.

7. THIS COURT ORDERS that the Monitor shall provide to the Litigation Investigator
(and, upon exccution of appropriate Confidentiality Agreements, for delivery by the Litigation
Investigator to the Creditors’ Committee) a confidential briefing regarding the “Transac;tions of
Interest” as identified in the Monitor’s 11" Report to the Court (the “Monitor Briefing”). To
the extent that the Litigation Investigator requests documents or information from the Sears
Canada Intities and such requests are consistent with the Mandate (the "Additional Company
Information"), then, subject to satisfactory resolution of issues of privilege and confidentiality
(including any terms regarding sharing of information with the Creditors' Committee), the Sears
Canada Entities shall cooperate with the Monitor to provide the Additional Company
Information to the Litigation Investigator. The Monitor’s delivery of the Monitor Bricfing
pursuant to the terms of this Order shall be subject to common interest privilege and strict
confidentiality, and the Monitor is protected for so doing pursuant to section 142 of the Courts of
Jusz‘z‘cé Act (Ontario). The Sears Canada Entities' delivery of the Additional Company
Information pursuant to the terms of this Order shall be subject to strict confidentiality, and the
Sears Canada Entitics and their directors and officers are protected for so doing pursuant to
section 142 of the Courts of Justice Act (Ontario). In the event of any concerns being raised
regarding the delivery by the Monitor of any particular aspect of the Monitor Briefing that
cannot be resolved without breaching the underlying basis for the concern, such concerns shall

be resolved following a review by an independent party appointed by the Monitor and the
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Litigation Investigator (or, absent agreement on the identity of such party, by the Court).
Notwithstanding the foregoing, any document provided by the Scars Canada Entities as part of
the Additional Company Information may be submitted by a party in receipt of such document to
the court under seal for the purposes of resolving any dispute over whether such document

should be produced in litigation.

8. THIS COURT ORDERS that the Monitor or the Scars Canada Entitics, as the case may
be, shall maintain copies and a record of all documents: (i) received by the Monitor from the
Sears Canada Entities and provided to the Litigation Investigator in accordance with this Order;
or (ii) provided by the Sears Canada Entities to the Litigation Investigator in accordance with

this Order.

9. THIS COURT ORDERS that prior to any production of documents by the Monitor or
the Sears Canada Entities to the Litigation Investigator to facilitate the fulfillment of the
Mandate, the Monitor or Scars Canada Entities, as the case may be, shall take reasonable steps to

review such documents to identify any:

(a) documents that contain any communication that is between a lawyer and the ESL

parties and/or Sears Holdings Corporation;

(b) documents containing any communication by or to the ESL parties and/or Sears
Holdings Corporation and/or any current or former dircctors or officers of the
Sears Canada Entities (a “Current or Former D&O”) created on or after
November 26, 2013 and related to the 1291079 Ontario Ltd and Sears Canada Inc.
et. al. class action of November 6, 2015 (Ontario Superior Court of Justice) File

No. 4114/15); and
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(©) documents containing communications between a law firm and a Current or
Former D&O for which privilege could reasonably be asserted, or documents that
reflect legal advice or litigation work product prepared for the benefit of a Currcnt

or Former D&O, whether alone or as part of a joint retainer.

Hereafter, items a), b), and ¢) shall be referred to collectively as the “Potentially Shared
Privileged Documents”). No waiver of any privilege shall have occurred by the inadvertent
delivery of documents to the Litigation [nvestigator should a Potentially Shared Privileged
Document not be identified or if any other document subject to privilege (including solicitor-
client privilege, litigation privilege, and common interest privilege) is produced or disclosed to

the Litigation Investigator,

10. THIS COURT ORDERS that in the event that the Monitor and/or Sears Canada Entities
intend to produce any Potentially Shared Privileged Documents to the Litigation Investigator in
facilitation of the fulfillment of the Mandate, the Monitor or the Sears Canada Entities, as the
case may be, shall provide a list of such documents on reasonable notice, which shall be no less
than seven days, to the ESL parties, Sears Holdings Corporation and/or the Current or Former
D&Os to the extent that such parties may be able to assert privilege over the documents, so that

any issue regarding privilege may be resolved by the parties or determined by this Court.

11. THIS COURT ORDERS that the Litigation Investigator shall create and maintain a
detailed list (including creation date, sender, recipient and subject) of those document(s) received
from the Sears Canada Entities (either directly or through the Monitor) that it provides to the

Creditors’ Committee or their counsel or agents.
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12. THIS COURT ORDERS that, for greater certainty, any right, claim or cause of action
identified by the Litigation Investigator as capable of being advanced and that is advanced with
approval of the Court, whether by the Litigation Investigator or otherwise, may be removed from
the claims process established under the Claims Procedure Order or the E&R Claims Procedure

Order.

13. THIS COURT ORDERS that the Claims Procedure Order is hercby amended as

follows:

(i) subparagraph (vii) in the definition of “Excluded Claim” is hereby amended to read
as follows: “Claim that may be asserted by any of the Sears Canada Entities or that

are advanced by the Litigation Investigator or any creditors, in each case, as may be

permitted or directed by further Order of the Court, against the Sears Canada Entitics

or any Directors and/or Officers, which for greater certainty shall include any Claim
that may be identified, reviewed or investigated as part of the Litigation

Investigator’s Mandate (as defined in an Order of the Court dated March 2, 2018)”.

14, THIS COURT ORDERS that the E&R Claims Procedure Order is hereby amended as

follows:

(i) the definition of “Excluded Claim” is hereby amended to add a new subparagraph
(vi) that shall read as follows: “Claim that is advanced by the Litigation Investigator
or any creditors, in each case, as may be permitted or directed by further Order of the
Court, against the Sears Canada Entities or any Directors and/or Officers, which for

greater certainty shall include any Claim that may be identified, reviewed or
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investigated as part of the Litigation Investigator’s Mandate (as defined in an Order

of the Court dated March 2, 2018)”.

Litigation Investigator Costs

15. THIS COURT ORDERS that the Litigation Investigator shall be paid from the funds of
the Applicants its reasonable fees and disbursements, including the fees of any counsel retained
by the Litigation Investigator in respect of the Mandate, the amount of which is not to exceed a
budget approved by the Creditors’ Committee in consultation with the Monitor prior to the
Litigation Investigator commencing work in respect of fulfilling its Mandate in accordance with
this Order. The Litigation Investigator and any counsel it retains shall be paid forthwith upon
rendering fully-redacted versions of their accounts to the Applicants and the Monitor. Un-
redacted versions of accounts rendered by the Litigation Investigator shall be madé available to
the Creditors® Committee and, upon request of the Court and subject to a scaling order to protect
privilege and confidentiality, to the Court. In the event of any disagreement with respect to a
proposed budget, any requested increased to such budget, or any accounts rendered by the

Litigation Investigator, such disagreement may be remitted to this Court for determination.

16. THIS COURT ORDERS that the Litigation Investigator shall be entitled to the benefit
of the Administrative Charge, as defined in the Initial Order issued by the Court dated June 22,
2017 as amended, for the Litigation Investigator's costs, as security for its professional fees,

taxes, and disbursements reasonably incurred.

17. THIS COURT ORDERS that the Litigation Investigator is hereby authorized to take all
appropriate steps and do all appropriate acts necessary or desirable to carry out its Mandate in

accordance with the terms of this Order.
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18. THIS COURT ORDERS that the Litigation Investigator shall be at liberty, and is

hereby authorized, at any time, to apply to this Court for advice and directions in respect of its

Mandate or any variation or expansion of the powers and duties of the Litigation Investigator,

which shall be brought on at least seven (7) business days' notice to the Service List in these

"CCAA proceedings, unless time for service is otherwise abridged.

19. THIS COURT ORDERS that the Litigation Investigator shall have no personal liability
as a result of the performance of its duties in carrying out the provisions of this Order, save and
except for liability arising out of gross negligence or wilful misconduct. The Creditors’
Committee members shall have no liability as a result of their participation on the Creditors’
Committee or in providing input to the Litigation Investigator, save and except for liability

arising out of gross negligence or wilful misconduct.

20. THIS COURT ORDERS that no action or procceding may be commenced against the
Litigation Investigator or any Creditors’ Committee member in respect of the performance of its
or their duties under this Order without leave of this Court on seven (7) business days’ notice to

the Litigation Investigator and the Creditors’ Committee.
21. THIS COURT ORDERS that notwithstanding:

(a) the pendency of these proceedings;

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

Applicants and any bankruptcy order issued pursuant to such applications; or

(c) any assignment in bankruptcy made in respect of any of the Applicants;
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the pravisions of this Order shall be binding on any [nvestigator in bankruptey or receiver (hat
may be appointed in respect of any of the Applicants and any payments of [ees and
disbursements made to the Litigation Investigator in accordance with this Order shall nol be void
or voidabte by creditors of any of the Applicants. nor shall any such paymeunts constitute nor be
deemed to be a fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue,
or any reviewable lransaction uader the BIA or any other applicable federal or provincial
legislation, nor constitute oppressive or unfaitly prejudicial conduct puysuant to any applicable

federal or provincial legislation,

22,  THIS COURT HEREBY REQUESTS the aid and recognition of any court. tribunal,
regulatory or administrative bodies having jurisdiction in Canada or in the United States of
America, to give effect 1o this Order and (o assist the Litigation Investigalor in cairying oul the
terms of this Order. All courts, tribunals, regulatory and administrative bodies arc hereby
respectfully requested to make such orders and (o provide such assistance to the Litigation
Investigalor as may be necessary or desirable to give effect to this Order, or to assist the

Litigation Investigator in carrying out the terms of this Order.
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| This is Exhibit “J” referred to in the Affidavit of
P William Richard Harker, sworn before me at
|

i

f

|
VA CSTieee)  New Jersey, United States I
. of America, on August 10, 2018, |
i

!

1
i
!
|

1 (A Notary Public in and for the State of New Jersey)

| SRS

JEREMY ro
NOTARY pyug
My Commissiq

RTUNATO
C OE NEW JERsEY
N Expires 412712002
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From: Birch, lohn

Yo: tyuen@skarzynski.com

(o Leyvine, Natalle, Bultery, Mary LA,

Subject: Claim by former directors a2nd officers of Sears Canada Inc, under XL Catlin D&0 polizies ssued to Sears
Canadz Inc, and Sears Holdings Corporation [IWOV-LEGAL.FID2704142)

Date: Thursday, April 05, 2018 11:10:12 AM

Attachments: Notice of Pptential ¢claims | Sears Holdings DEQ) March 14, 2015 PDF
Notice of Potential Claims S1NAL March 8, 2018.PDF

Wind up order re Seacs - March 29, 2016 POF

Tammy,

Thanks for your call yesterday | confirm that you are counsel to XL Catlin in its capacity as D&C
insurer of both Sears Holdings Corperation {“SHC”} and Sears Canada inc. [“SCI).

As discussed, ptease find attached the following items:

(3} Another copy of the claims notices (without attachments) sent in respect of both the SCI
and SHC policies. These claims notices are dated, respectively, March 8, 2018 and March
14,2018,

(b} A ZIP file cantaning all of the correspondence and other claims notices that are referred to
in the documents mentioned in para. {3) herein.

Since the ZIP file s very large, please send me a reply email indicating that you received

everything.

Any indemnification that SCI provided 10 our clients would generally be meaningless because SCl
becama insolvent and went into Compames’ Creditors Arrangement Act proceedings last summer.,
As a protective measure, our firm filed proofs of claim against SC! in those proceedings in respeact
of the indemnification obligation but little, if anyihing, is likely to be recovered. As such, in respect
of the SCl policy, XL Catlin will need to fund defence costs from day 1 bacause SCl will not provide

lunding.

in respect of SHC, we have asked SHC to adwise whether it agreed to indemnify any of the Sears
Canada directors that we represent. Once we have an answer to this, 1t will determine the extent
to which the SHC policy will need to respond to fund defence costs from day 1. 1 think that, at best,
only 3 small number of our clients would have heen indemnified by SHC for sitting on the SCI
board. Bul we will need to ¢check th s for sure and let you know.

It is likely that both policies will respond (o the claims 1n issue. The SCI policy carnes an exciusion
for claims based on events occurring before October 15, 2014, The SHC policy does not contain
such an exclusion. As discussed yesterday, SCl was a “Subsidiary” of SHC up to Oclober 16,2014,
This means that coverage for events occurring up to that date would be covered by the SHC pothcy.
By extension, coverage for events occurring from and after October 16, 2014 would be covered by

the SCI policy.
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Our clients were not aware of the claims against them until the time that we made these claims
reports last month. However, in respect at Jeast some of the claims, it is passible that SCl or SHC
were aware of the claims earlier on and thus it is possible that SCI or SHC already gave notice to XL
Catlin and the other insurers at an earlier point. If so, earlier D&O policies may also cover at least
some of these claims.

Although any actual litigation against the directors and officers is presently stayed by the CCAA
proceedings, this stay will likely not last too much longer. Further, as the materials that we have
provided indicate, a Litigation Investigator has been appointed to investigate what claims may be
asserted both by SCI and its creditors against third parties such as SHC, shareholders of SCI, and
former officers and directors of SCI. The Litigation Investigator’'s work is likely to lead to a
recommendation that proceedings be brought against our clients.

Yesterday, we also received notice that an order has been made to wind up the SCI pension olan. A
copy of the wind-up order is attached. This wind-up is likely to lead to claims against our clients.

At the time that we initially reported the claims, we asked the insurers (including XL Catlin) to get

in touch with us as soon as possible to ensure that they provided funding for defence costs. Since

we heard nothing from XL until yesterday, our firm has been doing work in the interim (anly to the
extent necessary) to protect the interests of our clients on an interim basis.

It is important that XL (and the other insurers, to the extent necessary) agree to pay defence costs,
including costs incurred to date, which amount to about CADS$80,000 excluding t2x. To the extent
that you need any information from us in order to approve payment of defence costs, please let us
know and we will deal with it.

It would likely make sense to arrange a meeting between our firm and all of the insurers that wish
to attend, so that we can talk through how this matter is likely to proceed and to ensure that all
parties are comfortable with the process moving forward. The location of the meeting will depend
on where the insurer representatives are located and who is likely to attend.

As 1 mentioned to you, | will be over in the UK from this afternoon until next Tuesday evening.
However, feel free to contact me on my cell phone while | am away at (416) 844-4998 or by email.

hn Birc
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This is Exhibit “K" referred to in the Affidavit of

. William Richara Harker, sworn before me at

P et veeend , New Jersey, United States
of America, on August 10, 2018,

i s
e A
- (A Notary Public in and for the State of New Jersey)

JEREMY FORTUNATO
NOTARY FUBLIC OF NEW JERSEY
My Commission Expires 4/27/2027
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From: Bireh, Jahg

To! tyuen@skarzynski.com; peurley@kbriaw com; williar ke@beaziev.com, Greqory.Quetz@ages.aliapz.com,
rachel simon@iswissre. qom, Mara.Azsr@cna.com, Spaek@lvlclaims.com; chns,moore@hiscox.com;
tony. kriesel@hiscox com, [maring.lata@axiscapital.com; m.reevesiottirngre@acgolimited.com;
Michael Ehigzeedize@aiq.com; mearney@oldrepublicpro.com; sweisz@btzlaw ca

ce Levine, Natalle; Buttery, Mary }A., Healh. Angdlé

Subjects Update to Director & Officer Insurers of Sears Holdings Corporation

Date: Tuesday, May D1, 2018 12:25:39 PM

Attachments: imageQCl . aif

Infroduction

Our firm is counse! to the following former officers and directors of Sears Canada Inc..
Ktaudio Leshnjani, William (Bill; C Crowiey, William (Billl) R Harker, James R.G
McBurney, Ephraim J. (EJ) Bird, Calvin McDonald, Danita Stevenson, Ronald Boire,
Timothy Earl Flemming, Deidra Cheeks Merriwether, Donald C Ross, and Douglas
Campbell (collectively, the “Directors"”).

On March 19, 2018, we provided notice in writing of actual or potential claims that have
been and/or may be asserted against the Directors arising cut of therr role as former
officers and directors of Sears Canada Inc.

Based on enquiries that we have made since that time, we believe that each of you is the
specified point of contact at each of (he relevant insurance companies with respect to this

maltter.

Update on Recent Events

First, the initiat claims notice that we sent to each insurer referred to supporiing
documents/notices (the "Supporting Documents") that provided further particulars of the
13 different categoeries of claim referred {0 1n Appendix “A” to the notice. Since the
Supporting Documents were too voluminous to send by regular email, we invited all of the
insurers to contact us to make arrangements to obtain the Supporting Documents from us.
Severel insurers contacted us and we have sent them Supporting Documents already. As
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indicated later in this message, we will send you the Supporting Documents to all insurers
through a separate email later today using the TitanFile utility.

Second, after the time that the claims notice was delivered to you, our firm received from
the Monitor of Sears Canada Inc. copies of numerous claims received by the Monitor as
part of the Directors & Officers Claims Process that forms part of the Companies’ Creditors
Arrangement Act ("CCAA") proceedings of Sears Canada Inc. (the "CCAA Claims”).
Some of the CCAA Claims relate to construction lien claims where liability is asserted
against directors and officers under provincial legislation. Please note that many of these
claims lack significant details, do not specify which directors or officers they are being
made against, and/or may name additional directors or officers other than those whom our
firm represents. (For example, our firm does not represent any of the current officers or
directors of Sears Canada Inc. but it appears that many of such directors are the subject of
CCAA Claims.) We understand that additional “Litigation Claims” have been filed in the
claims process, but the Monitor has not yet provided copies of these claims to the
applicable directors and officers. The order governing the claims process currently
provides that the Monitor, in consultation with the directors and officers named in the
proofs of claim, must respond to the claims by July 31, 2018, or such later date as may be
ordered by the Court. As noted below, we will be sending you copies of the CCAA Claims
through a separate email later today using the TitanFile utility.

Third, the Litigation Investigator order dated March 2, 2018 was amended on April 26,
2018. The amendments include certain amendments to the terms setting out the process
by which the Litigation Investigator can obtain documents from Sears Canada Inc. We
were concerned that any such documents that might be provided would be subject to
privilege, especially since litigation against Sears Canada Inc. and certain of its directors
was already ongoing before the CCAA proceedings began. As such, we were able to
negotiate provisions to the order requiring a review of documents for privilege before they
were turned over, establishing a protocol to have privilege determined, and providing that
any accidental delivery of privileged documents to the Litigation Investigator does not
waive privilege. The Amended Litigation Investigator order will be sent to you today
through the TitanFile utility.

Fourth, we wanted to let you know that a mediation has been set up in the CCAA
proceedings of Sears Canada Inc. on June 13 and 14, 2018. The main purpose of the
mediation is to try to settle allocation issues relating to funds in the Sears Canada Inc.
estate. Since our clients and the other officers and directors of Sears Canada Inc. have
substantial indemnification claims against that company, we believe that we should
participate in the mediation in order to prevent any settlement from being reached in our
absence that could affect the rights of the Directors.

Finally, as indicated in our earlier claims notices and in subsequent correspondence with
external counsel for XL Catlin, it is vital that arrangements be made to pay the legal fees of
our firm in connection with responding to the numerous claims and threatened claims of
which we have received notice and which have been reported to insurers.

D m n

We will also soon be providing you with the Supporting Documents, CCAA Claims and the
Amended Litigation Investigator order. Given the large size of these files, we will be
forwarding them to you separately using TitanFile later this afternoon.

You will receive a separate email message from Angélé Heath of our firm that comes from
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the TitanFile site  That email will contact a link that will lake you to the TitanFile site from
where you can download the Supporting Documents, CCAA Claims and the Amended
Litigation Investigator order Please keep an eye out for this subsequent email and, if
necessary, check your spam fotder.

After you click the link in the email and are taken to the TitanFile website. click on the
“Files” tab which will reveal three separate folders of documents that can be accessed and
dowrioaded

If you have any trouble receiving the documents through TitanFile, please contact Angélé
Heath of our firm at (416) 869-5390 or aheath@casselsbrock com

Conclusion

If any of you has any guestions regarding this matter, let me know

Jo 1 Birc!
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This is Exhibit “L' referred {o in the Affidavit of
Williany Richard Harker, sworn before me at
N Dned , New Jersey, United States

. of America, on August 10, 2018.

JEREMY FORTUNATG
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/2022
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From: n, Tam

To: Birch, John

Cc: Paul.Stein@gowlinawlg.com; McBrady, Kenneth M.; Bain, Befinda (Belinda.Bain@gowlingwla.com)
Subject: Sears Canada

Date: friday, May 04, 2018 10:55:30 AM

Attachments: im .pn

John,

Further to our call earlier this week, XL Catlin will issue its coverage letters today. As we have not

yet had time to complete our review of the voluminous materials you forwarded on May 1%, the
letters do not address those materizls.

Though you had requested a call before we issue the letters, we think it more prudent to have a
call after you have had a chance to review the positions set forth in our letters. | am copying XLC's
Canadian counsel, Paul Stein of the Gowling firm, on this email.

We suggest a call next week. Please let us know what times work for you. In the meantime, XLC is
proceeding under a full reservation of rights and presumes that your clients are proceeding under a
similar reservation of their rights.

Regards,

Tammy

Tammy Yuen
Principal
Skarzynski Black LLC

D 212.820.7757 | P 212.820.7700 | F 212.820.7740
tyuen@skarzynski.com | vCard | View Bio

One Battery Park Plaza, 32nd Floor
New York, NY 10004
skarzvneki.com
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This is Exhibit “M” referred to in the Affidavit of
Wiiliam Richarq Harker, sworn before me at
[ New Jersey, United States

P & .
N ST e

of America, on August 10, 2018,

¢

(A Notary Public in and for the State of New Jersey)

- JEREMY FORTUNATO
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/2009



GOWLING WLG

May 4, 2018
Paul J. Stein, Q.C.
Partner
Via Email: jbirch@casselsbrock.com Direct +1 403 298 1084
Direct Fax +1 403 685 3484
. Assistant +1 403 298 1882
John Birch paul stein@gowlingwlg.com
Cassels Brock File No.; A158299

Suite 2100, Scotia Plaza
40 King Street West
Toronto, ON

MSH 3C2 Canada

Dear Mr. Birch:

Re: Insured: Sears Canada Inc.
Insurer: XL Specialty Insurance Company
Policy No.: ELU146443-16 (Primary A-Side)
Policy Period: QOctober 15, 2016 to October 15, 2017

Gowling WLG {Canada) LLP has been retained as legal counsel to XL Specialty Insurance

Company (“*XLC") in connection with its investigation and analysis of coverage under the above-noted
A-Side Management Liability Policy (the “A-Side Policy”) issued to Sears Canada inc. (“Sears Canada”).

This letter acknowledges receipt of your letters dated March 8, 2018 and March 14, 2018,

providing notice of the following matters (collectively, the “Noticed Matters”™) on behalf of (i) Klaudio
Leshnjani; (i) William C. Crowley; {iii) William R. Harker; (iv) James R.G. McBurney; (v} Ephraim J. Bird:
(vi) Calvin McDonald; (vii) Danita Stevenson; (viii) Ronald Boire; {(ix) Timothy Earl Flemming; {(x) Sam
Jeffrey Stollenwerck; (xi) Deidra Cheeks Merriwether; (xil) Denald C. Ross; and (xiii) Douglas Campbell
(coliectively, the “Former Directors’):

. 1291079 Ontario Limited (letter dated February 9, 2018);

° Representative Counsel for Pensions and Post-Retirement Benefits (letter dated
February 9. 2018),

) Morneau Shepell Ltd. (letter dated February 8, 2018)

. RioCan Real Estate Investment Trust {letter dated February 9, 2018)

) Bentall Kennedy (Canada) LP/QuadReal Property Group, Primaris Management Inc.,

First Capital Asset Management ULC, Westcliff Management'Ltd. (four letters dated
February 23, 2018)

. Cadillac Fairview Corporation Limited (four letters dated February 9, 2018)
o ESL Partners L.P., RBS Partners, L.P., ESL Investments, Inc. and Edward S. Lampert
(letter dated July 10, 2017)
® ROSSCLAIR Contractors In¢, (letter dated July 26, 2017)
Gowling WLG (Canada) LLP T +1 403 298 1000 _ ‘ _ o _
Suite 1600, 421 7th Avenue SW F +1 403 263 9193 Gowling WLG (Canada) LLP is a membsr of Gowiirg WLG, an intarnational Jaw fiem

which conslsls of indspendent and zutonameus entities providing services around

Calgary AB T2P 4Kg Canada gowlingwig.com the warld. Our structure is explaired in more detal a: gowlingwig.comflega .
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. Environmental Claimants (various Sears Canada letters regarding environmental issues
at 40 Alliance Blvd., Barrie, ON; 500 Wilfred Hamel Blvd., Quebec City, QC; and North
Hill Centre, Calgary, AB)

. Karine Tremblay (Quebec class action)

. Crombie REIT, Morguard Investments Limited, Cushman Wakefield Asset Services,
Ivanhoe Cambridge and Cominar REIT (four letters dated February 9, 2018)

® Oxford Properties Group and OPGI Management Limited Partnership (four letters dated
February 9, 2018)

) Employee Representative Counsel (four letters dated February 9, 2018)

We are writing to you based on our understanding that you are the appropriate representative of
the Former Directors for purpose of communications concerning potential coverage under the A-Side
Policy. Inthe event that our understanding is not correct, please promptly advise us and forward a copy
of this letter to the appropriate party(ies).

XLC requires further information to determine if the Former Directors are entitled to coverage
under the A-Side Policy, whether for defence or indemnity, and XLC must conduct an investigation in
this respect. The ongoing investigation by XLC shall in no way be construed as a waiver in any form by
XLC of its rights under the A-Side Policy. Further, the actions of XLC in respect of these investigations
are not to be construed as confirming any right to a defence nor to any form of indemnification under the
A-Side Policy.

The Noticed Matters generally relate to: (i) unpaid wages and benefits to former Sears Canada
employees and other employee-related liabilities; (i) potential pension claims by former Sears Canada
employees: (iii) alleged breach of fiduciary duties to various stakeholders concerning the Company’s
inability to remain solvent; (iv) potential “oppression” claims from stakeholders alleging the Company
disregarded their respective interests; and (v) environmental contamination.

XLC issued to Sears Canada a Limit of Liability for covered Claims first
made against an Insured during the Policy Period of October 15, 2016 to October 15, 2017. The A-Side
Policy should be reviewed together with this letter as this letter does not modify the terms of the A-Side
Policy.

As you know, Section |. Insuring Agreement of the A-Side Policy provides:

The Insurer will pay on behalf of the Insured Persons Loss resulting from a Claim
first made against the insured Persons during the Policy Period or, if applicable,
the Optional Extension Period, for a Wrongful Act, except to the extent that such
Loss is paid by any other Insurance Program or as indemnification or
advancement from any source. In the event that Loss is not paid by such other
insurance or as indemnification or advancement, this Policy will respond on behalf
of the Insured Persons as if it were primary, subject to all of its terms, conditions
(including, but not limited to, CONDITION (B)) and limitations and without
prejudice to the Insurer's excess position.

Section 1i{]) defines Insured Person to mean:

Page 2
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M any past, present, or future director or officer, general counsel, or member
of the Board of Managers of the Company and any person serving in a
functionally equivalent role for the Parent Company or any Subsidiary
operating or incorporated outside the United States;

Section {I{C) defines Claim to mean:
(1) a written demand for monetary or non-monetary relief,

(2) any civil or criminal judicial proceeding in a court of law or equity, arbitration
or other alternative dispute resolution; or

(3) a formal civil, criminal, administrative, or regulatory preceeding or formal
investigation.

Section [{Q) defines "Wrongful Act” to include;

(1) any actual or alleged act, error, or omission, misstatement, misleading
statement, neglect, or breach of duty by any Insured Person, as defined
in DEFINITION (1)(1), while acting in his or her capacity as a director,
officer, general counsel, or member of the Board of Managers of the
Company or a functionally equivalent role for the Parent Company or any
Subsidiary operating or incorporated outside the United States;

(2) any matter asserted against an Insured Person solely by reason of his or
her status as a director, officer, generai counsel, or member of the Board
of Managers of the Company;

Endorsement No. 4 provides:

ENDORSEMENT NO. 4: PENDING AND/OR PRIOR LITIGATION
EXCLUSION

[n consideration of the premium charged, no coverage will be available under this
Policy for Claims based upon, arising out of, directly or indirectly resulting from,
in consequence of, or in any way involving any fact, circumstance, situation,
transaction, event or Wrongful Act, underlying or alleged in any prior andfor
pending litigation or administrative or regulatory proceeding or arbitration which
was brought prior to October 15, 2014.

Endorsement No. 21 provides:
ENDORSEMENT NO. 21:  PRIOR ACTS EXCLUSION

In consideration of the premium charged, no coverage shall be available under
this Policy for any Loss in connection with any Claim made against an Insured

Page 3
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Person alleging any Wrongful Act occurring prior to October 15, 2014 or after the
end of the Policy Period. This Policy only provides coverage for Wrongful Acts
occurring on or after October 15, 2014 and prior to the end of the Policy Period
and otherwise covered by the terms, conditions and limitations of this Policy. Loss
arising out of the same or related Wrongful Act shall be deemed to arise from the
first such same or related Wrongful Act.

ft appears as though only two of the noticed matters currently constitute Claims. Specifically,
your letters dated March 8, 2018 and March 14, 2018 provide notice of (i) a class action in Québec
arising out of alleged misrepresentations in the sale of extended warranty plans (the “Tremblay Action™);
and (i) a “Statement of Claim” alleging “oppressive conduct” under the Canada Business Corporations
Act (the “129 Ontaric Action”).

it is, however, our understanding that none of the Former Directors are currently named as
defendants in the Tremblay Action, and as such the Tremblay Action is not currently a Claim against
any of the Former Directors and the A-Side Policy is not implicated. If you disagree with this position,
we ask that you please provide a copy of an English translation of the operative complaint, and XLC
will reconsider its analysis. In the meantime, XLC will proceed under a full reservation of rights as to
potential coverage for the Tremblay Action including, but not limited to whether the Former Directors are
Insured Persons under the A-Side Policy.

With respect to the 129 Ontario Action, that action names as defendants (i) Sears Canada; (ii)
Sears Canada Corporation; (iii}y ESL Investments; (iv) William Crowley; (v) William Harker; (vi) Donald
Campbell Ross; (vii) Ephraim Bird; (viii) Deborah Rosati; (ix) R. Raja Khanna; (x) James McBurney; and
(xiY Douglas Campbell, and alleges that by issuing a $509 million dividend to shareholders on December
6, 2013, Sears Canada stripped the Company of its prime assets for the primary benefit of Sears Canada
and ESL Investments at the expense of the plaintiff Class.

XLC acknowledges that the 129 Ontario Action is 2 Claim pursuant to Section [I(C) of the A-Side
Policy. Because the A-Side Policy only provides coverage for insured Persons, and Sears Canada,
Sears Canada Corporation and ESL Investments are not insured Persons, the A-Side Policy only
potentially provides coverage for the defendants identified in (iv) through (xi) in the foregoing paragraph.

None of the remaining Noticed Matters presently appear to constitute Claims under the A-Side
Policy because those matters do not appear to fali within the definition of Claim as quoted above.
Instead, the letters indicate that purported claimants either (i) intend to file a claim, or (i) are investigating
potential ¢claims. In addition, we understand that all lawsuits are stayed under the CCAA Proceedings.
Thus, on behalf of XLC, we acknowledge the Noticed Matters, other than Tremblay Acticn and the 129
Ontario Action, as Notice of Circumstances pursuant to Section V(D) of the A-Side Policy.

XLC invites you to please provide any information that you believe is relevant to its coverage
analysis. In the meantime, XLC is continuing to proceed under a full reservation of rights under the A-
Side Policy, in law and equity, including with respect to any other defenses to coverage not discussed
herein or in any prior correspondence including, but not limited to, notice, whether the amounts sought
constitute Loss, whether indemnification is available from any other source, date of Claim, the
application of the pending and/prior litigation exclusion and the application of the prior acts exclusion.

Page 4
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Should you have any questions after review of this letter, please feel free to contact me.

Yours truly,

Gowling WLG (Canada) Ltd.

cc: Rebecca Pidlak (XLC) (Via Email: rebecca.pidlak@xlcatlin.com)
Kenneth McBrady (Via Emaii. kmcbrady@skarzynski) and Tammy Yuen (Via Emall:
tyuen@skarzynski) (Skarzynski Black)
Kelly Lang) (HUB International) (Via Email: Kelly.lang@hubinternational.com)

Page 5
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r 1 Skarzynski Black LLC
Skarzynski|Black Ore Bttry Park e s Hoor
New York, New York 10004

P212820.7700 | F 212 820.7740

skarzynski.com

Tammy Yuen, Esq.
Direct No.: (212) 820-7757
lyuen@skarzynski.com

May 4, 2018

VIA PDF EMAIL

John Birch

Casscels Brock

Suite 2100, Scotia Plaza
40 King Street West
Toronto, ON NSH 3C2
Canada

ibirch@casselsbrock.com

Re:  Various Matlers Involenig Sears Canndn
Insured: Sears Holdings Corporation
[nsurer: XL Specialty Insurance Company
Policy No.: ELU149912-17 (Primary A-Side)
Policy Period: May 15, 2017 to May 15, 2018
XLC Ref. No.: 0004070548
SB File No.: 21995

Dear Mr. Birch:

This firm has been retained as legal counsel to XL Specialty Insurance Company
(“XLC”) in connection with its investigation and analysis of coverage under the
captioned A-Side Management Liabilitv Policy (the “ A-Side Policy”) issued to Sears
Holdings Corporation (“Sears Holdings”). This letter incorporates all prior
correspondence on behalf of XLC.

This letter acknowledges receipt of vour letters dated March 8, 2018 and March
14, 2018, providing notice of the following matters (collectively, the “Noticed Matters”)
on behalt of (i) Klaudio Leshnjani; (ii) William C. Crowley; (ii1) William R. Harker; (iv)
James R.G. McBurney; (v) Ephraim ], Bird; (vi) Calvin McDonald; (vii) Danita
Stevenson; (viil) Ronald Boire; (ix) Timothy Earl Flemming; (x) Sam Jeffrey
Stollenwerck; (xi) Deidra Cheeks Merriwether; (xii) Donald C. Ross; and (xiii) Douglas
Campbell (collectively, the “Former Directors”):
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e 1291079 Ontario Limited (letter dated February 9, 2018);

e  Representative Counsel for Pensions and Post-Retirement Benefits (letter
dated February 9, 2018);

e  Morneau Shepell Ltd. (letter dated February 8, 2018)
. RioCan Real Estate Investment Trust (letter dated February 9, 2018)

e  Bentall Kennedy (Canada) LP/QuadReal Property Group, Primaris
Management Inc., First Capital Asset Management ULC, Westcliff
Management Ltd. (four letters dated February 23, 2018)

e  Cadillac Fairview Corporation Limited (four letters dated February 9, 2018)

. ESL. Partners L.P., RBS Partners, L.P., ESL Investments, Inc. and Edward S.
Lampert (letter dated July 10, 2017)

e  ROSSCLAIR Contractors Inc. (letter dated July 26, 2017)

) Environmental Claimants (various Sears Canada letters regarding
environmental issues at 40 Alliance Blvd., Barrie, ON; 500 Wilfred Hamel
Blvd., Quebec City, QC; and North Hill Centre, Calgary, AB)

e  Karine Tremblay (Quebec class action)

e  Crombie REIT, Morguard Investments Limited, Cushman Wakefield Asset
Services, Ivanhoe Cambridge and Cominar REIT (four letters dated
February 9, 2018)

o  Oxford Properties Group and OPGI Management Limited Partnership (four
letters dated February 9, 2018)

e  Employee Representative Counsel (four letters dated February 9, 2018)

We are writing to you based on our understanding that you are the appropriate
representative of the former directors for purpose of communications concerning
potential coverage under the A-Side Policy. In the event that our understanding is not
correct, please promptly advise us and forward a copy of this letter to the appropriate

party(ies).

The Noticed Matters generally relate to: (i) unpaid wages and benefits to former
Sears Canada employees and other employee-related liabilities; (ii) potential pension
claims by former Sears Canada employees; (iii) alleged breach of fiduciary duties to
various stakeholders concerning the Company’s inability to remain solvent; (iv)
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potential “oppression” claims from stakeholders alleging the Company disregarded
their respective interests; and (v) environmental contamination.

XLC issued to Sears Holdings a - Limit of Liability for
covered Claims first made against an Insured during the Policy Period of May 15, 2017
to May 15, 2018. The A-Side Policy should be reviewed together with this letter as this
letter does not modify the terms of the A-Side Policy.

As you know, Section I. Insuring Agreement of the A-Side Policy provides:

The Insurer will pay on behalf of the Insured Persons Loss
resulting from a Claim first made against the Insured
Persons during the Policy Period or, if applicable, the
Optional Extension Period, for a Wrongful Act, except to the
extent that such Loss is paid by any other Insurance
Program or as indemnification or advancement from any
source. In the event that Loss is not paid by such other
insurance or as indemnification or advancement, this Policy
will respond on behalf of the Insured Persons as if it were
primary, subject to all of its terms, conditions (including, but
not limited to, CONDITION (B)) and limitations and
without prejudice to the Insurer's excess position.

Section [I(I) defines Insured Person to mean:

(1) any past, present, or future director or officer, general
counsel, or member of the Board of Managers of the
Company and any person serving in a functionally
equivalent role for the Parent Company or any
Subsidiary operating or incorporated outside the
United States; . .

Section I(C) defines Claim to mean:

(1) a written demand for monetary or non-monetary
relief;
(2)  any civil or criminal judicial proceeding in a court of

law or equity, arbitration or other alternative dispute
resolution; or
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(3)  a formal civil, criminal, administrative, or regulatory
proceeding or formal investigation

Section I(Q) defines "Wrongful Act" to include:

(1) any actual or alleged act, error, or omission,
misstatement, misleading statement, neglect, or
breach of duty by any Insured Person, as defined in
DEFINITION (I)(1), while acting in his or her capacity
as a director, officer, general counsel, or member of
the Board of Managers of the Company or a
functionally equivalent role for the Parent Company
or any Subsidiary operating or incorporated outside
the United States;

(2) any matter asserted against an Insured Person solely
by reason of his or her status as a director, officer,
general counsel, or member of the Board of Managers
of the Company; . . .

It appears as though only two of the noticed matters currently constitute Claims.
Specifically, your letters dated March 8, 2018 and March 14, 2018 provide notice of (i) a
class action in Québec arising out of alleged misrepresentations in the sale of extended
warranty plans (the “Tremblay Action”); and (ii) a “Statement of Claim” alleging
“oppressive conduct” under the Canada Business Corporations Act (the “129 Ontario
Action”).

It, however, is our understanding none of the Former Directors are currently
named as defendants in the Tremblay Action such that the Tremblay Action is not
current a Claim against any of the Former Directors and the A-Side Policy is not
implicated. If you disagree with this position, we ask that you please provide a copy of
an English translation of the operative complaint, and XLC will reconsider its analysis.
In the meantime, XLC will proceed under a full reservation of rights as to potential
coverage for the Tremblay Action including, but not limited to whether the Former
Directors are Insured Persons under the A-Side Policy.

With respect to the 129 Ontario Action, that action names as defendants (i) Sears
Canada; (ii) Sears Holdings Corporation; (iii) ESL Investments; (iv) William Crowley;
(v) William Harker; (vi) Donald Campbell Ross; (vii) Ephraim Bird; (viii) Deborah
Rosati; (ix) R. Raja Khanna; (x) James McBurney; and (xi) Douglas Campbell, and
alleges that by issuing a $509 million dividend to shareholders on December 6, 2013,
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Sears Canada stripped the Company of its prime assets for the primary benefit of Sears
Holdings and ESL Investments at the expense of the plaintiff Class.

XLC acknowledges that the 129 Ontario Action is a Claim pursuant to Section
[I(C). Because the A-Side Policy only provides coverage for Insured Person, and Sears
Canada, Sears Holdings Corporation and ESL Investments are not Insured Persons, the
A-Side Policy only potentially provides coverage for the defendants identified in (iv)
through (xi) in the foregoing paragraph (collectively, the “Individual Defendants”).

The 129 Ontario Action identifies the Individual Defendants as former and/or
current directors and officers of Sears Canada and includes allegations that despite
significant financial losses, the Individual Defendants declared an extraordinary cash
dividend to be paid by Sears Canada for the benefit of Sears Holdings and ESL
Investments at the expense of the plaintiffs. Thus, the Individual Defendants are
alleged to have acted in their capacity with Scars Canada.

Sears Canada is not included in the definitions of, and does not otherwise qualify
as, a “Company,” “Parent Company” and/or “Subsidiary” pursuant to Sections II(D),
II(N), and II(P), as amended by Endorsement No. 41, of the A-Side Policy. Accordingly,
because the 129 Ontario Action alleges that the Individual Defendants acted solely in
their capacity with Sears Canada and the definitions of Insured Persons and Wrongful
Acts do not include coverage for actions taken by the Individual Defendants in their
capacity with Sears Canada, the A-Side Policy does not provide coverage for the 129
Ontario Action.

None of the remaining Noticed Matters presently appear to constitute Claims
under the A-Side Policy because those matters do not appear to fall within the
definition of Claim as quoted above. Instead, the letters indicate that purported
claimants either (i) intend to file a claim, or (ii) are investigating potential claims. In
addition, we understand that all lawsuits are stayed under the CCAA Proceedings.
Thus, on behalf of XLC, we acknowledge the Noticed Matters, other than Tremblay
Action and the 129 Ontario Action, as Notice of Circumstances pursuant to Section
IV(D), as amended by Endorsement Nos. 17 and 35.

XLC invites you to please provide any information that you believe is relevant to
its coverage analysis. In the meantime, XLC is continuing to proceed under a full
reservation of rights under the A-Side Policy, law and equity, including with respect to
any other defenses to coverage not discussed herein or in any prior correspondence
including, but not limited to, notice, whether the amounts sought constitute Loss,
whether indemnification is available from any other source and date of Claim.
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Should you have any questions after review of this letter, please feel free to
contact me.

Very truly yours,

Tammy Yuen

cc: Rebecca Pidlak (XLC)
Kenneth McBrady (Skarzynski Black)

4818-0422-2563. v. 2
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[
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JEREMY FORTUNATCG
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/2022
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From: Bircli Johin
To: Paul.Stein@gowlingwlg.com; tyuendskazynski.com, kmcbrady@skarzvnskicom; sweisz@bizlaw.ca;
laurence. ceviyforpen@an.com; david.qill@everestcanada.com: watren.cooney@axscapital.gom;
cohit trivedi@igxiscanital.com
(ol Auttery, Mary 1A.: Levire Natalie; Heath Angéle; Ashmeade, Tasching
Subject; Update to Direaror & Officer 1nsurers of Sears Canada Inc. regarding additional claims received on May 3, 2018
Date: Manday, May 07, 2018 8:42:27 AM

Attachments: Image0n1.gif

lntroduction

Our firm ss counsel to the following former officers and directors of Sears Canada Inc ;
Klaudio Leshnjani, Willam (Bill) C. Crowley. William (Bill) R. Harker, James R G.
McBurney, Ephraim J. (EJ) Bird, Calvin McDonald, Danita Stevenson. Ronald Boire,
Timothy Eari Flemming, Deidra Cheeks Marriwether, Donald C Raess. and Douglas
Campbell (collectively, the "Directors”).

On March 8, 2018, we provided notice in writing of actual of potential claims that have
been and/or may be asserted against the Directors arising out of their role as former
officers and directors of Sears Canada inc  On May 1, 2018 we sent an update to all
insurers and also provided voluminous informatiocn about information that we recewed from
the Monitor of Sears Canada regarding claims asserted against directors and officers of
Sears Canada as part of the CCAA proceedings of that entity.

Additional Claims Received on May 3. 2018

On May 3, 2018, the Monitor of Sears Canada sent to us 2 letter advising that it had
received additional claims against the directors and officers of Sears Canada Inc. A copy
of this letter 1s attached. This lefter aiso includes a detailed chart summarnizing claims filed
against directors and officers in the CCAA proceedings under the categories of Real
Property Related Claims, Class Action Related Claims. and Employee and Retiree Related
Claims. This charl also identifies which directors and officers are the subject of each
claim

Under cover of this May 3 letter, the Monitor also provided us (for the first time) with
numerous additional documents relating to claims that have been filed against the
directors and officers (the "Additional Claim Documents”). These documents are in
addition to the documents that we previously received from the Monitor and provided to
you on May 1, 2018.

The information received from the Monitor represents the remaining of the claims that have
been filed with the Monitor as of April 25, 2018, To the extent that the Monitor receives
additional clams and provides them to us, we will in turn provide them to the insurers.
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Documents to he Sent

Becsuse the Additional Claim Documents are voluminous, they are not attached to this
emaif Instead, we will send them to you separately through TitanFile, the same utility
used to provide documents to you on May 1, 2018.

Later today. you will receive a separate email message from Angélé Heath of our firm that
comes from the TitanFile site, That email will contain a link that will take you to the
TitanFile site from where you can download the Additonal Claim Documents Please keep
an eye out for this subsequent email and. if necessary, check your spam folder

After you click the link 1n the email and are taken to the TitanFile website. click on the
“Files" tab which will reveal the documents that can be accessed and downloaded.

If you have any trouble receiving the documents through TitanFile, please contact Angele
Heath of cur firm at (416) 869-5380 or aheath@casselsbrock com

Cangclusion

if any of you has any questions regarding lhis maftter, let me know

Johrt ¢ 1

W ok, m
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From; Birch, John

To: tyuen@skarzynski.com; Paul.Stein@agowilnawelg.com

Cc: Levine, Natalie: Buttery, Mary LA,

Subject: Follow-up consideration of caverage under D&O policies relating to Sears Holdings Corporation and Sears
Canada Inc. [TWOV-LEGAL.FID2704142]

Date: Monday, May 28, 2018 10:05.01 AM

Dear Counsel,

| am writing to you in your respective capacities as counset to XL {nsurance relating to the Sears
Holdings Corporation ("SHC”) and Sears Canada Inc. (“SCi”) D&O policies (collectively, the
“Policies”).

This email follows the letters dated May 4, 2018 sent to me in respect of the Policies. Please note
that our firm is not coverage counsel for our clients. We are, instead, defence counsel dealing with
the actual claims and threatened claims asserted against our clients.

On May 4, immediately before you both sent me the May 4, 2018 letters, Ms. Yuen called me to
advise that the coverage position being taken DID NOT take inte account the supplementary claims
information that we provided to XL and the other insurers subsequent to March 2018. We have
provided further claims information on May 1 and 7, 2018, including detailed information (and
copies of claims) relating to the claims that have been filed against our clients in the CCAA
proceedings of SCI. Although our clients disagree with the coverage position set out in your May 8
letters (and they reserve all of their rights regarding seeking relief on the coverage issue), it is all
the more evident from the additional information provided on May 1 and 7, 2018 that numerous
“Claims* within the meaning of the Policies have indeed been asserted and need to be defended.
Those are active “Claims” that are being handled in the CCAA proceedings and to which our clients
will need to respond. (n fact, the Monitor of SCI has been in touch with our firm to advise that it
intends to seek our clients’ response to the claims filed in the CCAA proceedings.

We therefore ask that you immediately review the additional claims information that has been
provided to XL and the other insurers after March 2018 and confirm that XL will provide
reimbursement of defence costs.

If coverage is not provided, our clients will have coverage counsel seek the appropriate relief.

Jonn Birch

Duest +1 25T T < TEwo4h 4168 R4C T 2z com
210 Seotiz Yaze 4o ainp Street Wesl, Trew L Or e wise T
MWW casselsbrock.com

“vines noovid etz Profession: $ onarar o
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June 18, 2018

Paut J. Stein, Q.C.
Partner

Via Email: jbirch@casselsbrock.com Direct +1 403 298 1084
Direct Fax +1 403 685 3484

. Assistant +1 403 298 1882
John Birch paul stein@gowlingwlg.com

Cassels Brock File No.: A158299
Suite 2100, Scotia Plaza

40 King Street West

Toronto, ON

MSH 3C2 Canada

Dear Mr. Birch:

Re: Insured: Sears Canada Inc.
Insurer: XL Speciaity Insurance Company
Poiicy No.: ELU146443-16 (Primary A-Side)
Policy Period: QOctober 15, 2016 to February 12, 2018

As you know, Gowling WLG (Canada) LLP has been retained as legal counsel to XL Specialty Insurance
Company {"XLC") in connection with its investigation and analysis of coverage under the above-noted
A-Side Management Liability Policy (the “A-Side Policy") issued to Sears Canada Inc. (“Sears Canada”).
We wrote to you on May 4, 2018, providing XLC’s initial coverage position in connection with Noticed
Matters as set out in your letters of March 8, 2018 and March 14, 2018,

This letter acknowledges your email of May 28, 2018, requesting that XLC also provide its initial
coverage position in respect of additional noticed matters, as reflected in further documentation provided
by your office on May 1 and 7, 2018 (the “Further Documentation”). We note that there is overlap
between the Noticed Matters addressed in our May 4, 2018 correspondence, and the matters to which
the Further Documentation relates. Additional Noticed Matters (being matters to which the Further
Documentation relates, but which were not addressed as Noticed Matters in our May 4, 2018
correspondence) generally relate to (i) construction liens; (i) alleged bad faith in accelerated
construction schedules; (iii) potential claims to be identified by Litigation Investigator; and (iv) indemnity
claims.

XL.C requires further information to determine if your clients are entitled to coverage under the A-Side
Poticy, whether for defence or indemnity, and XL.C must conduct an investigation in this respect. The
ongoing investigation by XL.C shall in no way be construed as a waiver in any form by XLC of its rights
under the A-Side Policy. Further, the actions of XLC in respect of these investigations are not to be
construed as confirming any right to a defence nor to any form of indemnification under the A-Side
Policy.

X1.C issued to Sears Canada a Limit of Liability for covered Claims first made
against an Insured during the Policy Period of October 15, 2016 to October 15, 2017. The A-Side Policy
is in run-off, and the policy period was extended to run from October 15, 2017 to February 12, 2020.

Gowling WLG (Canada) LLP T +1 403 298 1000 Gowling WLG (Canaday 1P 5 ¢ Gowling WLG iona |

L 3owling WLG (Canadla) LLP is a memoer of Gowling 3. zninternalional law firm
Suite 1600, 421 7th Avenue SW F+1 ,403 263 9193 which consists of independent and adtenomous entilies providing services around
Calgary AB T2P 4K@8 Canada gowlingwlg.com the world, Our structure is explained in mora detail al gowiinawic com/leqal,
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The A-Side Policy should be reviewed together with this letter as this letter does not modify the terms of
the A-Side Policy.

As you know, Section |. Insuring Agreement of the A-Side Policy provides:

The Insurer will pay on behalf of the Insured Persons Loss resulting from a Claim first
made against the Insured Persons during the Policy Period or, if applicable, the Optional
Extension Period, for a Wrongfu!l Act, except to the extent that such Loss is paid by any
other Insurance Program or as indemnification or advancement from any source. In the
event that Loss is not paid by such other insurance or as indemnification or advancement,
this Policy will respond on behalf of the Insured Persons as if it were primary, subject to
all of its terms, conditions (including, but not limited to, CONDITION (B)) and limitations
and without prejudice to the Insurer's excess position.

Section H(l) defines Insured Person to mean:

(1) any past, present, or future director or officer, general counsel, or member of the
Board of Managers of the Company and any person serving in a functionally
equivalent role for the Parent Company or any Subsidiary operating or
incorporated outside the United States;

Section I{C) defines Claim to mean:
(1 a written demand for monetary or non-monetary relief;

(2) any civil or criminal judicial proceeding in a court of law or equity, arbitration or
other alternative dispute resolution; or

(3) a formal civil, criminal, administrative, or regulatory proceeding or formal
investigation.

Section 11{Q) defines "Wrongful Act” to include:

{(n any actual or alleged act, error, or omission, misstatement, misleading statement,
neglect, or breach of duty by any insured Person, as defined in DEFINITION {1)(1),
while acting in his or her capacity as a director, officer, general counsel, or
member of the Board of Managers of the Company or a functionally equivalent
role for the Parent Company or any Subsidiary operating or incorporated outside
the United States;

(2) any matier asserted against an Insured Person solely by reason of his or her
status as a director, officer, general counsel, or member of the Board of Managers
of the Company;

Page 2
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Section IV. (D) provides as follows:

(" As a condition precedent to any right to payment under this policy with respect to
any Claim, the Insured Persons or the Company shall give written notice to the
Insurer of any Claim as soon as practicable after it is first made.

(2) If, during the Policy Period, the Insured Persons first becomes aware of a specific
Wrongful Act and if, during the Policy Period, the Insured Persons or the
Company:

(a) provide the Insurer with written notice of the specific Wrongful Act, the
consequences which have resulted or may result therefrom (including but not
limited to actual or potential damages), the identities of the potential claimants,
and the circumstances by which the Insured Persons first became aware of such
Wrongful Act; and

{b) request coverage under this Policy for any subsequently resulting Claim
for such Wrongful Act;

then any Claim subsequently made arising out of such Wrongful Act will be treated
as if it had been first made during the Policy Period.

Endorsement No. 4 provides:
ENDORSEMENT NO. 4: PENDING AND/OR PRIOR LITIGATION EXCLUSION

In consideration of the premium charged, no coverage will be available under this
Policy for Claims based upon, arising out of, directly or indirectly resulting from,
in consequence of, or in any way involving any fact, circumstance, situation,
transaction, event or Wrongful Act, underlying or alleged in any prior and/or
pending litigation or administrative or regulatory proceeding or arbitration which
was brought prior to October 15, 2014,

Endorsement No. 21 provides:
ENDORSEMENT NO. 21:  PRICR ACTS EXCLUSION

In consideration of the premium charged, no coverage shall be available under
this Policy for any Loss in connection with any Claim made against an Insured
Person alleging any Wrongful Act occurring prior to October 15, 2014 or after the
and of the Policy Period. This Policy only provides coverage for Wrongful Acts
occurring on or after October 15, 2014 and prior to the end of the Policy Period
and otherwise covered by the terms, conditions and limitations of this Policy. Loss
arising out of the same or related Wrongful Act shall be deemed to arise from the
first such same or related Wrongful Act.

Page 3
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Endorsement Nos. 35 and 38 provide (in part);

ENDORSEMENT NO. 35:  SEARS CANADA INC. CONVERT TO RUN-OFF
ENDORSEMENT

(4) No coverage will be available under this Policy for Claims
based upon, arising out of, directly or indirectly resulting
from, in consequence of, or in any way involving any
Wrongful Act committed or allegedly committed on or after
the Conversion Date.

(6) As of the Conversion Date, Section IV Condition (D}(2) of
the Policy is deleted in its entirety.

Endorsement No. 37 provides (in part):

ENDORSEMENT NO. 37:  AMENDED POLICY PERIOD ENDORSEMENT

(M ltem 2 of the Declarations is amended to read as follows:

item 2. Policy Period: From October 15, 2016
To: February 12, 2018
At 12:01 AM Standard Time at your Mailing Address
Shown Above.

None of the Additional Noticed Matters presently appear to constitute a Claim under the A-Side Policy
because those matters do not appear to fall within the definition of Claim as set out above.

As set out above, the A-Side Policy is in run off, and as of February 12, 2018, Section |V Condition
(D)}2) of the Policy is deleted in its entirety. As a result, for any of the Additional Noticed Matters in
connection with which notice was first provided to XLC after February 12, 2018, XLC cannot accept such
Additional Noticed Matters as notice of a Claim or Wrongful Act under the A-Side Policy.

XLC invites you to please provide any information that you believe is relevant to its coverage analysis.
In the meantime, XLC is continuing to proceed under a full reservation of rights under the A-Side Policy,
in law and equity, including with respect to any other defenses to coverage not discussed herein or in
any prior correspondence including, but not limited to, notice, whether the amounts sought constitute
Loss, whether indemnification is available from any other source, date of Claim, the application of the
pending and/prior litigation exclusion and the application of the prior acts exclusion.

Page 4
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Should you have any questions after review of this letter, please feel free to contact me.
Best regards,

Gowling WLG (Canada) Ltd.

ety

CG! Rebecca Pidlak (XLC) (Via Email: rebecca.pidlak@xlcatlin.com)
Kenneth McBrady (Via Email: kmcbrady@skarzynski.com) and Tammy Yuen (Via Email:
tyuen@skarzynski.com) (Skarzynski Black)

Page 6
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| This is Exhibit “Q” referred to in the Affidavit of
% Willlam Richard Harker, sworn before me at

PO A T dee , New Jersey, United States
| of America, on August 10, 2018.

i

=

(A Notary Public in and for the State of New Jersey)

JEREMY FORTUNATO
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires 4/27/2022
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Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. )] TUESDAY, THE 24™
)
JUSTICE HAINEY ) DAY OF JULY, 2018

rQUR T
¥

@ 1 )

{ IN THE MATTER OF THE COMPANIES' CREDITORS
pahg o ARRANGEMENT ACT,R.8.C. 1985, ¢. C-36, AS AMENDED

feume O AND IN THE MATTER OF A PLAN OF COMPROMISE OR

= ARRANGEMENT OF SEARS CANADA [NC., 9370-2751
QUEBEC INC., 191020 CANADA INC., THE CUT INC., SEARS
CONTACT SERVICES INC., INITTUM LOGISTICS SERVICES
INC., INITITUM COMMERCE LABS INC., INITIUM TRADING
AND SOURCING CORP., SEARS FLOOR COVERING
CENTRES INC., 173470 CANADA INC., 2497089 ONTARIO
INC.,, 6988741 CANADA INC, 10011711 CANADA INC,
1592580 ONTARIO LIMITED, 955041 ALBERTA LTD,
4201531 CANADA INC., 168886 CANADA INC., AND 3339611
CANADA INC.
(each. an “Applicant”, and collectively, the “Applicants™)

ORDER
(Stay Extension)

THIS MOTION, made by the Applicants pursuant to the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), for an order (i) extending the
Stay Period (defined below) until and including December 18, 2018; (i1) extending the Application
Period set out in the Employee Hardship Fund Term Sheet to December 18, 2018; and (iii)
extending the deadline for the Monitor to issue Notices of Revision or Disallowance in respect of
D&O Claims and indemnity claims filed by the Directors and Officers pursuant to the Claims
Procedure Order dated Decembey 8, 2017 and the Employee and Retiree Clainys Procedure Order
dated February 22, 2018 (collectively, the “Claims Orders’™) to October 1, 2018, and certain other

relief, was heard this day at 330 University Avenue, Toronto, Ontario.



D

ON READING the Notice of Motion of the Applicants, the Affidavit of Philip Mohtadi
affirmed July 17, 2018 (the “Mohtadi Affidavit”), the Twenty First Report of the Monitor, and
on hearing the submissions of respective counsel for the Applicants and SearsConnect
(collectively, the “Sears Canada Entities”), the Monitor, and such other counsel as were present,
no one else appearing although duly served as appears from the Affidavit of Service of Lia

Bruschetta sworn July 19, 2018, filed:

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion
Record herein is hereby abridged and validated so that this Motion is properly returnable today
and hereby dispenses with further service thereof. Capitalized terms used herein and not otherwise

defined have the meanings given to them in the Claims Orders.
EXTENSION OF THE STAY PERIOD

2. THIS COURT ORDERS that the Stay Period (as defined in paragraph 14 of the Amended
and Restated Initial Order dated June 22, 2017) is hereby extended from July 31, 2018, until and
including December 18, 2018. Further, the Application Period set out in the Employee Hardship
Fund Term Sheet, approved by the Court on August 18, 2017, shall also be extended until and
including December 18, 2018.

EXTENSION OF DEADLINE TO ISSUE NOTICES OF REVISION OR
DISALLOWANCE

3. THIS COURT ORDERS that the deadline for the Monitor to issue Notices of Revision
or Disallowance in respect of D&O Claims and claims filed by the Directors and Officers pursuant
to the Claims Orders based upon claimed indemnity obligations of the Applicants to such Directors

and Officers, shall be extended until and including October 1, 2018.

GENERAL

4, THIS COURT ORDERS that this Order shall have full force and effect in all provinces

and territories in Canada.
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5. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body, having jurisdiction in Canada or in the United States of
America, to give effect to this Order and to assist the Applicants, the Monitor and their respective
agents in carrying out the terms of this Order. All couuts, tribunals, regulatory and administrative
bodies are hereby respectfully requested to make such orders and to provide such assistance to the
Applicants and to the Monitor, as an officer of this Court, as may be necessary or desirable to give
effect o this Order, to grant representative status to the Monitor in any foreign proceeding, or to

assist the Applicants and the Monitor and their respective agents in carrying oul the terms of this

Order. _
ENTERED AT/ INSCRIT A TORONTO

N / BOOK NO. .
(I?E }}DANS LE REGISTRE NO

JUL 242008

PER / PAR: @/ ' {J/u/”%-ﬁ \\)




353

syueorjddy oy 10§ s10AmeT

9999°798'91¥ Xej
6765 T98°91F ‘_L
dbr66s #OST 1eydeg ULIR’

L665T98°91Y -I2.L
N8E08Y #OS'T SHI™T 2 [°BYOIN

£T61'798°91Y (2L
A1S81F #OST Syoeq AWa1af

806¥°798°91¥ ‘1oL
IN990YY #OS] UBUWLISSSB A QJBIA

861 XSIN NO 0juoio]
doe[d uelpeue)) 1811 | ‘05 Xod ‘0'd
dT1°LENODYVH ¥ NDISOH ‘HATSO

(worsua)xy Leyg)
A4AHO

0JUO0IO |, J& PAOUSWWO) UIPeadol]

LSI'T TVIOHHININOD

HOLLSAC A0 LANO0D ¥OTHAdNS
oLDIU()

sjuednpddy

"ONI VAVNVD IT96€€€ ANV “INI VAVNVD 988891 “INI VAVNVD I€ST0TF “ALT VLAV TH0$S6 ‘AALIALT OTAV.INO 08S26ST “INI VAVNVYD
LILITOOT “DNI VAVNVD 178869 “INI OTHV.INO 680L6¥T “ONI VAVNVD 0LPELT “DNI STHINID DNIIFAOD HOOTA SUVAS “d40D HNIDINOS
ANV DNIAVIL WNALLINI “ONI SEVT ADYdWINOD IWNLLINI “ONI SHIIAYES SOLLSIDOT WNLLINI “ONI SEDIAYAS LOVINOD SUVES “ONI LND dHL
“ONI VAVNVD 070161 “INI DAIINO ISLT-0L£6 “INI VAVNVD SHVAES A0 INFNIONVIAY YO ISTANOUJINOD A0 NVTd V A0 A LLVIA AHL NI ANV

TO00-9%8T1-L1-AD -ON °[1 1noH PapudWE Se ‘9¢-D) 3 ‘6861 "D'S™Y PV juawaSunLiy siopal) sauvduwo) 34y 10 YALLVIN AHL NI



354

epeuen) sieas
JO SIOOIO pue $I0}08l(] J8ULIO Ulels?)) 1o} siohme]

W00 Y00IqS[eSSe0dUIAS|U
L02e° 09 9Ly Xed
89590989l  ‘IBL

M086Y9 #OST] SUINST] "F SlEIEN

Eoo.v_oo‘_nm_mmmmo@?_mt_‘ﬁe
0Z19-169-v09  oliwisoe
8L19-169-¥09  :duoydala]
¥665YE #OST Aenng v'| Aepy

W00 ¥00IqS[esseo®yoiiql
LS0E°0P9° 9Ly Xed

G2cs 098 9ly el
N8968E #OSTT yodig "N uyor

ZO€ HSIN NO ‘owolio]

1SoM 198118 Buny O

BZe|d Bj0dS 00LZ

d11 l19myoe|g @ yo01g s|asse)

HIMHVH QAVHOIIA WVITTIM 40 LIAVAIZdY

O1INOHOL
1v A3IONIFWNOT ONIATI30Ud

1S17 IVIOY3IWINOD
3011SNI 40 LINOD J0RI3dNS
OIdYINO

2 vLL80E9Y, VO

sjuedlddy

"ONI VGVNVO L196€€E ANV “ONI VAVNVO 988891

“ONI YaVNVO LESL0ZY “Al VL1¥3IFTV Y0556 ‘I LIWI OIMVLNO 0852651 “ONI VAVNVO

bLZLLO0L “ONI VAVNVO 1728869 “ONI OIMV.LNO 680.6+Z “ONI VAVNVD 0.r€LL “ONI STHINID ONRITAOD HOOTd SHV3S
“dd0D ONIDYNOS ANV ONIavHL WNILINI “ONI SEVT IDHIWWOD WNILINI “ONI STDIAYIS SOLLSIDOT WNILINI
“ONI SIJIAYIS LOVINOD SHVIS “ONI LND FHL “ONI VAVYNVD 020161 “ONI 2393ND 1522-0.€6 “ONI VAVYNVO SHV3S 40

1000-9¥8L 1-LL-AD "ON 3li4 Hnoj

LNIJWIONVHAEYV HO ISINOAJWOD 40 NVId V 4O ¥3LLVIN IHL Ni ANV

GIANIWY SY ‘9€-072 ‘6861 "0'S"Y LIV INIFWIDNVHYY SHYOLIAIYD .STINVANOD FHL 20 ¥ALLVIN FHL NI



Klaudio Leshnjani, William R. Harker, William C. Crowley, Donald C.
Ross, James McBurney, Ephraim J. Bird, Calvin R. McDonald,
Ronald Boire, Deidra C. Merriwether, and Douglas Campbell

Applicants

-and -

Court File No.

Sears Holdings Corporation
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LEGAL*46492369.7

ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

PROCEEDING COMMENCED AT TORONTO

APPLICATION RECORD

Cassels Brock & Blackwell LLP
2100 Scotia Plaza

40 King Street West

Toronto, ON M5H 3C2

John N. Birch LSO#: 38968U
Tel:  416.860.5225

Fax: 416.640.3057
jbirch@casselsbrock.com

Mary I.A. Buttery LSO#: 34599R
Tel: 604-691-6118

Fax: 604-691-6120
mbuttery@casselsbrock.com

Natalie E. Levine LSO#: 64980K
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Fax: 416.640.3207
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