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Court File No. CV-17-11846-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.0
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., 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)

I, 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 ArrangementAct (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").
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Along with my seven years of experience on the Sears Canada board of directors, I have

been involved with the Former Directors' day-to-day strategy regarding the Sears CCAA

Proceedings and, accordingly, I have personal knowledge of the matters to which

hereafter depose. In addition, I have knowledge based on a review of the documents

referred to herein, or, where indicated, the advice of others, in which case I 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.

I. Background Regarding the Former Directors

3. I also served as an officer of SHC from 2005 to 2012. I joined SHC as

Vice-President and Chief Counsel in 2005, and became Senior Vice-President, General

Counsel and Corporate Secretary in 2006. I also served as Senior Vice-President,

Human Resources in 2008 and 2009. I began my tenure at Sears Canada in 2008 as a

member of its board of directors. Over the following years, I 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. I ceased acting as a

director of Sears Canada in May 2015.

4. Although I have held various legal counsel roles at SHC or corporations that are

connected to it, nothing that I state in this affidavit is privileged information and it is clearly

my intention not to disclose such information publicly.
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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.

II. 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"). I 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 insurers) 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, I 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. I 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 arun-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 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.
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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.

I11. The Sears CCAA Proceedings

a. The Initial Order

21. On June 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&O" Claim",
and collectively, the "D&O 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

(ii) 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. In addition, 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."

IV. 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:

(a) 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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(e) alleged liability for environmental contamination/remediation and building

rectification;

(~ allegations regarding misrepresentations regarding the detrimental

consequences of not purchasing extended warranties;

(g) 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;

(h) 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;

(i) 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

(j) 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) engaged in negligent and/or wrongful conduct;

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

others;

(c) approved of dividends to shareholders to the corresponding detriment of

creditors (oppressive conduct);

(d) approved of transactions at under value to the detriment of Sears Canada

and/or its creditors;

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

conduct; and

(f~ 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, I 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) 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);

(b) 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;

(c) review and investigate the Former D&O Claims;

(d) consult and work with the Monitor to review the Former D&O Claims, in

accordance with the terms of the Claims Procedure Order and the E&R

Claims Procedure Order;

(e) 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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(~ 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).

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

39. On or about 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 Cowling WLG (Canada) LLP ("Cowlings"), 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 Cowlings, 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. On June 18, 2018, Mr. Stein sent a further letter to Mr. Birch stating, among other

things, that "[n]one 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.

VII. Steps Taken by Former Directors and Officers Following Receipt of the
Coverage Letters

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. I 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.

VIII. 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, I 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, I 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:

(a) 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, consult 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 Pian (as defined therein). I 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

(e) a motion has been filed to remove the current board of directors of Sears

Canada, and I 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 I, 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. I 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
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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 I) 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. I 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

(a) 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 cafficer~' insurance, to such Former

Director.

73. in bringing this motion, it is not the int~r~~ian of the ~=orrn~r Dir~cfars to affiecf the

rights of any party in regard to the JCL F'oliciss or obtain any d~t~rmin~tion o~ coverage

under the XL i~oiicies. Insfiead, the Former Directors seek this interim relief so fihat they

~iay have fun~king for counsel until such time as coverage unci~r the SNC XL Policy and

related excess policies is fir~~liy determine. Ifi the farmer Directors wish to s~~k a final

datermin~fion of rights as to whether SHC has campiied with, or breached, the

Cooper~fiian A,greer~ent, that Dili b~ the subject of a separate legal proceeding, if

necessary. Flow~v~r, the Former ~}irectors continue to ~Sope that either ar both of the XL

Policies (~r~d related excess insurance policies iss~sd by other insurers) sventu~ily will

be determined to respond in order #o rei~~burs~ defienc~ costs ~r~d indemnifiy the Former

Directors against any IiabiGty that they may ultimately be found to have.

J~Z =C}R at the ___ ~`~
iii ~ v~~.`:. ~ ~ 

i~~p~.g
C'~, r i(~i if E~. uiii Y: G '=

New ,lersey on the 10` day of t~ugust 2018

w ~ ~, ~_
._._ . ~ - __._. f .. ~ __
A Notary Public in and for the State of New Jersey

J~i~~ilY ~'(~~t7`U~I~1TC7NQ7ARY FUBLIG OF NEYt~ J~RS~`r'~y Commission Expires ~127120~2
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This is Exhibit "~" referred to in the Affidavit ofi

William {~ichar~4 Nark~r, sworn before me at
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Name Position Applicable Dates

1 Klaudio Leshnjani Director July 2014 —Feb 2016

Executive Vice-President Various dates from 2002 to
and Chief Operating Officer; February 2016.
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

2 William Crowley Director March 2005 —April 2015

Chairman of the Board; Various dates from March
Member of the Human 2005 to April 2015.
Resources and
Compensation Committee

3 William Harker Director November 2008 —April 2015

Member of the Human Various dates from
Resources and November 2008 to April
Compensation Committee; 2015.
Member of the Investment
Committee

4 James R.G. McBurney Director April 2010 —April 2015

Member of the Audit Various dates from April
Committee; Member of the 2010 to April 2015.
Nominating and Corporate
Governance Committee

5 Ephraim J. Bird Director May 2006 —November 2013

Member of the Audit Various date from May 2006
Committee; Lead Director to June 2016.
of the Board; Member of the
Human Resources and
Com ensation Committee;
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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



i

~~

Member of the Audit Various dates from May 2012
Committee; Member of the to April 2014.
Nominating and Corporate
Governance Committee;
Member of the Human
Resources and
Compensation Committee

13 Douglas Campbell Director September 2013 —October
2014

President and Chief Various dates from March
Executive Officer; Executive 2011 to October 2014.
Vice-President and Chief
Operating Officer; Senior
Vice-President, Major
Appliances; Vice-President,
Major Appliances and
Electronics; Other
Executive Vice-President
roles
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5 HORT FORM PROS PE('1'US

Secondan,Righ[s Oferin~ Cktobcr15,2014

SEARS CANADA INC.

Up to 40,000,000 (h~tstanding Com~mn Shares Deliverable Upon Exercise of the Subscription Rights Distributed by Sears Holdings
Corporation

Scars Holdings' Corpoi.uion ("Sears Holtlings") is dishibuting, ut no charge, to holdcis ofits outstanding commie stock (°SHC Stock") as at 5:00 p.m (~;ew York City tinx)

on (ktobcr I6, 2014 (the "Record Date"), vansfcn~~ble subscription rights ("subscription rights") cntiding thcmto piu~chase cmivinn shuns (°Comnwn $hares") of Sc7iti

Canada Inc. ("Sears Canada" or the "Corporation") hcld by Scars Holdings at a pace of U.S.~'9.50 perwhole share (the °Rights Ofl~ering").

Scars Holdings will distribute ro each holder of~SHC Stock one subscription noht tbrcach si~arc ofSHC Stock held. Fnch subscription right will cntiHc the holder to purchase

0371643 Conman Shares any time following such holders receipt ofthe subscription tights certificate and unti15:00 p.m (Vew York City tinx) (the "L~gry Time") o❑
November 7, 2014 (the "Erpry Datc"). Each subscription right entitles the holder to a basic subscription right and anover-subscription privilege. fictional shares m' cash

in lieu of fiactional shares will not be delivered nn the Rights' Offciin~. Instead. frectimial shares rosulting firom the exercise of~thc basic subscription sight will be eliminated

by rounding down to the nearest whole share. The subscription price was dctcnnincd by Scats Holdings and is the G.S. dollar cquivalcnt ofthc closing price ofthc Cmnmo❑
Shares on the Toronto Stock Exchange (the "TSX") on September 26. 2014, being the last trading day bcforc which Scars Holdings mqucstcd Scars Canada's coopc~ation

with the filing ofa prospectus qualifying the Convmn Shams dclivci~able upon the excirise ofsubs'c~iption sights. Further particulars concerning the attributes ofthc

subscription rights aresct out imdcr"The Rights OfTc~ing Ck;sciiption ofthc Rights Ot7cnng".

This prospectus qu~lifics the distribution of the Comnnn Sl~m'es upon the c~rcisc ofthc subscription sights in each of the provinces and tcttitoncs ofCanada.

Sr~rs 1-loldings cunrontly owns appro~matcly SLO"/ ofthc outstanding Comn~pn Shares. It owned approxin~tcly 95.5% ofthc Convia~n Shares prior to November 14, 2012,

when it disnibutcd approxin~itcly 44.5"/0 ofthc outstamding Conmion Shares' on a pro rain basis to holcic~s of SHG Stock in a partial spin-otT GSL Invcstn~cnts. [nc. and

xtfili~tcd entities, including Edward S. Lany~cn, the Chaiinun and ChicfFx~ cutivc Officer oCScars Holdings (collcctivcly "6L"),own approun~tcly 48.5% of Sc1i5

Holdings. As a result ofthc partial spin-ofTin 2012. ESL acquired appro~inptcly 2Z6% ofthc Co~runon Shares. Accordingly. Scars Holdings and FSLcollcctivcly own

appro~arrratcly 78.6%, ofthc outstanding Corrmm~ Shares. Frlw~rd S. Lanyxit and cc~tain other FSL atTiliatcs have ado~iscd Scats Holdings that they inroad to curcisc their

pro rn/c~ portion of the subscription sights in frill (rcprescntino approxin~tciy 17.5% to 19.(Y% ofthc outstanding Connr~cin Sh~res) as soon as pt~cticablc aflcr the

subscription tights have been distnbutcd, although they have not entered into any agreement to do so. Accordingly, nn coirq~Iction ofthe exercise oldie basic subscription

tights in the Rights OtTcnng. it is capcctcd that LSL will own between appro~nti~tcly 4$,(y/ and 47.04in of die Convi~n Shares. ESL has also advised Scars Holdings that it

trey increase its ownership in Scars Canada through its exercise ofthc over-s'ubscnption privilege or through open irarkct purchases ofsubsciiption ~igh[s or Corrn~n❑
Shares. but only to [hc c~cnt that such c~rcisc would result in ESL continuing to own Icss then 50.0" ~~ ofthc Common Shares upon completion oFthc Rights' OtTciing.

However, ESL has not advised us or Scars Holdings of its intentions with rospcct to future purchases orsales ofGonuiun Shares. Votwithstanding LSI_'s stated

intentions, neither Scats Czmada nor Scars Holdings has any agrccnxnt ~n'angc~rxnt or understanding with ESL as to the c~mnt ofESL's c~rcisc of'its over-subscription

pnvilcga If EStc~rciscd its basic subscription right as well ns the over-subscription sight iii full, and no otha'stockholdcr exercised its subscription rights. FSL would own

bchvicen appro~nt~tcly G72%mid 622%~ ofthc Corrnnon Shares.

Upon the exercise by Mr. Lampert and the ESC,cntitics ofthcir subscription tights. as desc~ibc<I above. Scars Canada will cease to be a subsidiary of, or to be controlled by,
Scars Holdings under applicable Canadian laws. If alI ofthc subscription tights arc exercised in full in the Rights Oticiing. Scars Holdings will oN~n appiapimtcly 11.7% of

the outstanding Corrnnon Shares. Scars Holdings nay dispose of:my Coirnnon Shares that it continues to own after the Rights OtTciing, including through sales into the

market or othc~wisc. subject to applicable Taws.

There is currently no market through which the subscription rights rr~~' be sold and holders ma~~ not be a61e to resell suFxscription rights. This rrray affect the p~icin~~ of

subscription ~i~hts in the scconda~y rra~rkct, the uansparcncy and availability oft~zding p~iccs and liquidity ofthc subscription n~hts. The subscription rights arc

transf ~ablc dwing the course ofthc subscription pcnod. Scars F3oldinos' application to list the subscription tights on the NASDAQ Stock Market ("NASDAQ") undcrthc

symbol "SHLDR" has been approved. Scars Canada's application to list its Comm~n Shares on the NASDAQ underthe symbol "SRSC" has been approved.

The Common Sharon arc listed f'or trading on the TSX under the symbol "SCC". On October I4, 2014. the L'.S. dollar equivalent of the closing p~icc ofa Conmion Sh~rc on

the TSX was li.S.~7.65. Sec also "Market For Securities—Trading Price and Volunx". The Common Sharon arc not curcently listed for trading in the United States.

Subscription Price: U.S.~9.50

per whole Common Share

Scars Holdings has a~recd, among otherthings, to reimburse Scars Canada for all reasonable docwnented expenses incun'ed by it in connection with the Rights OfTering.

Investing in the subscription rights and Common Shares imol~e certain risks. Scc "Risk Factors" and "Forward-Looking State~nVnts".

Pros pecti~e imesrors shouldbe aware that the acquisition or disposition of the securities described in this prospectus may have tax consequences in Canada, the United

States, or else~~here, tkpentling on each parficular prospective investor's specific circunntances. Such consequences map not be described fully herein. Prospective

imes[ors shouldconsult their o~m tax adtisors ni[h respect to such tax considerations.

There is no managing or soliciting; dealer for the Ri,~,hts 08'ering and neither Sears Holdings nor Sears CanacY~ will ~ap~ am~ f'ee fbr the solicitation of the exercise of



subscription rights. No underwriter has been inwl~ed in the preparation of this prospectus or performed any rehew of the contents of this prospectus.

Scazs Canada's registered office is located at 290 Yongc Street, Suite 700, Toronto, Ontario, M5B 2C3.

Certain Canadian legal matters m connection with the Rights Offering will be passed upon on behalfofSears Canada by Torys ILP and on behaffofSears Holdmgs by
Osler, Hoskin &Harcourt LCP and certain legal matters relating to United States laws will be passed upon on bchaff of Seats Canada by Torys LLP, Ncw York, New York and
on behaffofScars Holdmgs by Wachtell, Lipton, Rosen and KatzLLP.

Sears Holdings is organisd underthc laws ofa foreign jurisdiction and resides outside ofCanada. Although Sears Holdmgs has appointed Osler, Hoskin &Harcourt LLP,

100 King Street Wcst, Toronto, Ontario, as its agent for service ofprocess in Canada, it may not be possible for investors to enforce judgments obtained in Canada against
Seats Holdings. In addition, it may not be possible to enforce judgments against Sears Holdings obtained in Canadian courts predicated upon the civil liability provisions of
applicable securities laws m Canada.

Certain ofthe officers and directors signing the certificates to this prospectus reside outside of Canada. Furthermore, substantially all of the assets ofthcse individuals may
be located outside ofCanada. Although these individuals have appointed Sears Canada, 290 Yonge Street, Suite 700, Toronto, Ontario, as their respective agent for service
ofprocess in Canada, it may not be possible for investors to effect service ofprocess within Canada upon these individuals. In addition, it may not be possble to enforce
judgments against these individuals obtained in Canadian courts predicated upon the civil liability provisions ofapplicable securities laws in Canada.
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SUMMARY

The in/ormalion sel.forlh below is a summary only and is qualified in its entrrery b~~ (he detailed informalion appearing elsewhere in this prospec(us or incorporated
b~~ reference herein.

Description of Scars Canada Sears Canada is a rrulti-fomat retailer and, as of October 14, 2014, has a network total of 113 Full-Line department stores, 307
specialty stores (including 47 Sears Home stores, I I Outlet stores, four Appliances and Mattresses stores, 211 Hometown Dealer
stores operated under independent local ownership and 34 Corbcil stores), 1,378 catalogue merchandise pick-up locations and 96
Scars Travel offices.

Sears Canada's wrporate website is located at wwwsears.ca. Our Annual Reports are available, free of charge, through the
"Reports" portion ofthe Investor Infom~ation section ofthe Sears Canada website.

Sears Canada files documents with the securities cortamssions or similar authorities in Canada and files orfumishes documents
with the SEC. See "Where You Can Find More Infom~ation".

Description of Sears Holdings Seats Holdings is the parent coriyany ofKmart and Sears Roebuck Seams Holdings was formed as a Delaware corporation in 2004
in connection with the merger of Kmart and Sears Roebuck which took place on March 24, 2005. Sears Holdings is an integrated
retailer with significant physical and intangible assets, as well as virtual capabilities enabled through technology. In August 2014,
Sears Holdings operated a national network of stores with 1,870 full-line and specialty retail stores in the United States operating
through Knart and Sears Roebuck as well as full-line and specialty retail stores m Canada operating through the Corporation,
currently an appro~dmately 51.0%-owned subsidiary.

Sears Holdings' corporate wcbsite is located at scarsholdin sg coin Annual Reports on Form ]0-K, Quarterly Reports on Form I0.
Q, Current Reports on Foan 8-K and any amendmnts to these reports am available, free of charge, through the "SEC Filings"



potion ofthc Investor Infomgtion scetion ofthc Scais }Ioldings wcbsitc as soon as reasonably praeticablc after they arc ~~

electronically filed with, or famished to, the SE('.

Tab Ic n f Co n tents

Sccuntics Offcrcd Scats Holdings is distributing, at no charge, to holdc~s ofshares ofSHC Stock as ofthc Record Datc, uansfciabic subscription

rights to purchase up to an aggregate oC40,000,000 Co~rnnon Shares, at a pncc ofU.S.$9.50 per whole shares Scats Holdings will

distnbutc to each holder of its SHC Stock, one subscription right forcach full share ofSHCStockowned by that stockholder as

of 5:00 p.in, Ncw York City time, on (ktobcr 16, 2014, die Record Uatc, except that holdc~s of Scarrs Holdings' restricted stock that

is unvested as ofthc Record Datc arc c~cctcd to ~~ccive a cash award (equal to the value ofthe subsenptio~~ rights that would

have been distributed to such holder) in lieu oCsubsmiption rights. Fzch subscription right allows the holdcrthereoftosubscribe

for 0375643 Corrnnon Shares at any tim: following the holdc~'s receipt of a subscription rights certificate and prior to the

c~irxtion date. Each subsc~iptio~~ tight cntidcs the holder to a basic subsc~i~tion right and an over-subscription privilege. The

subscription rights will c~irc if they arc not exercised by S:W p.tn Ncw York City tinx, on November 7, 2014. Scars Holdings

c~ccts the gross proceeds fi~omthc Rights Of~c~ing end the c~rcisc of~thc subscription rights will be up to appro~airratcly

li.S.$380 million, assuming that the subscription rights arc exercised in fiill.

Basic Subscription Right The basic subscription sight gives holdms of the subscription rights the right to purcl~asc from Scats Holdings, in the aggrcgltc,

up to 4Q000,OW Conunon $hams at a subscription price of G.S.$9.50 per whole share. Scars Holdings will distribute to each

stockholder ofrccord on the Record Date one subscription right forcvciy share of SHCStock such stockholder owned at that

trim. Fractional s'hares or cash in lieu offiactional sh~res will not be ddivcrcd in the Rights Offering. Instead, frjctional s'h~~res

resulting fi'omthc c~rcisc ofthe basic subscription tight will be eliminated by ro~mding down to the nearest whole share. LSL

bcncficially o~ms approxiit~~tcly 4R.5% ofthc SHC Stock and approxiiretcly 27.6`% ofthc Cmnn~n Shares. Edward S. [an~crt end

ccit~in other HSL affiliates h2vc advised Scars Holdings of their intent to cr~rcisc thcirpro rn~n portion ofthc subscription tights

in full as soon ~s pricticablc after the subsciiptim~ rights have been disuibutcd. though they have not entered into any

agrecnxnt to do so. Accordingly, on coir~plction ofthc Rights OfTciina, it is c~ccmd that ~Lwill own between approxiir~tcly

45.0%and 47.(P/o oCthc Coirunon Sharos. Notwithstanding ESL's stated intentions. neither Scars Canada nor Scan Holdings has

any agrcetncnt, airangc~mnt or understanding with E'SLas to the c~cnt of ESCs exercise ofits over-subscription privilcac. If GSL

crcrciscd its basic subscription tight as welt as the over-subscription right in full, and no otl~crstockholdcr c~rciscd its

subscription sights, FSLwould own between 2pproxi~rntcly 67.2% and 69.2% ofthc Common Shares.
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Over- Ifyou pm~chasc all oCthc Cortnnon Shares avail261c to you pursuant to yourbasic subscn~tion n~,ht, you n ay also choose to purchase a portion ofany

subscription Corrunon Shm~cs that other holdc~s of subscription rights do not purchase d~rough the exercise ofthcir basic subscription rights. r~Lmay c~rcisc the ovcry

Privilege subscription privilege ifthcy c~u:rciscthcirpro rata portimi ofthc subscription rights in Full. ESL has ad~~iscd Scars Holdings that it may c~rcisc its ovcr-

subscnption privilege, but only to the c~cnt that cxcrcisina such privilege would result in ESL owning Icss than X0.0% of the Co~imm~ Shares.

Notwithstanding ESL's stated intentions. neither Scars (~nada nor Scats Holdings has any agreement. annngcrnant or w~dcistanding with lSL 1s to the

c#ent of ESL's exercise of its over-subscription privileges II'PSLcxcrciscd its basic subscription right as well Zs the over-subscription sight in frill, and nn

otl~crstockholderc~rciscd its subscription sights, FSLwould own between appronn~~tely 67.2% and 69.2% ofthe Coffin Shares.

Subscription U.S.$9.50 per whole shares To be cticctivc, any payment related to the c~rcisc ofa subscription sight must be by cashier's or certified check drawn upon a

Pncc United States bank payable to the subscription agent at the address set fo~Yh in this docmncnt. Personal decks will not be accepted.

The subscription price is equal to the li.S. dollar equivalent ofthc dosing price ofSea~s Canada's C'm~vr~n Shares on September 26, 2014. the last trading day

before the Scats Holdings board ofdircctors requested Scars Canada's cooperation with tl~c filing ofa prospectus regarding this Rights Otlo~ing. In

dctcnnining the subscription price, the board of directors oCScais }Moldings considered. among other things. (1) cun'cnt and historical trnding prices o1~Senis

Canada's Comrr~n Shares, (2) the desirability ofbro~d participation in the Rights Offering by Scars Holdings'stockholdcrs and (3) Scars Holdings' liquidity

needs and the aaorcgatc amount ofprocccds to be paid to Scars Holdings pursuant to the Rights Of~'ciing ifthc Rights Offc~ing were fully subscribed. Scc

"The Rights OfPcnng---Dctcnnination ofSubsmiption Price".

Record Datc 5:00 p.m. Ncw York City time, on October 16, 2014.

Eapiiation o1'

the Rights 5:00 p.m. Acw York City [tire, on November 7.2014. unless Scars Holdings cMcnds the Rights Ot7bnng period. If you do not c~irisc your subscription sights

OHoiing before that time, yoiu~ subscription sights will expire and will no longer be c~rcisablc.

Tiirx Frame

for Trading

of Seers Holdings eunnntly eq~ecu that the subscription iiahts will begin to Made on the NASDAQ on ti c fist business day following the distribution ofthc

Subscription subscription rights, and will continue to tredc until close ofbusi~~css on Novcmbcr4, 2014, the third business day prior to the scheduled crpiiatim~ date of

Rights the Rights O~ciing (or il~thc ofTcr is cx[cndcd, on the fourth business d1y irzurcdiatcly prior to the c#ended c~imtion date).
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Use ofProcecds Sears Canada will not receive any proceeds fromthe exercise ofthc rights orthe sale of its Corrmnn Shares by Sears Holdings.
Assurt~g the subscription rights are exercised m full, Sears Holdings effects to receive cash proceeds of up to approbrrntely
U.S.$380 rmllion as a result ofthe sale of40,000,000 Cortamn Shares. AU ofthe gross proceeds ofthe sale ofCormnon Shares
upon exercise of the subscription rights, net of any selling c~enses inwired by it, will be payable to and received by Sears
Holdings. See "Use of Proceeds".

Ownership by Sca:s Holdings Seacs Holdings owns approprrately 51.0% ofthe issued and outstanding Corramn Shares and FSLowns appro~mr~tely 48.5%of
the outstanding SHC Stock

Edward S. Ia~ert and certain other ESL affiliates have advised Sears Holdings that they intend to exercise they pro rata portion
ofthe basic subscription rights in full (representing appro~dmately 17.5%to 19.0%ofthe outstanding Corrmon Shares) as soon
as practicable after the s ubscription rights have been distnbuted, although they have not entered into any agreement to do so.
Accordingly, on completion ofthc exercise ofthe basic subscription rights m the Rights OfTcring, it is c~cctcd that FSLwill own
between appro~rcetely 45.0%to 47.0%ofthe Corrmion Shares. FSLhas also advised Scats Holdings that it may increase its
ownership m Sears Canada through ¢s e~rcisc ofthe oversubscription privilege orthrough open market purchases of
subscription rights orCorramn Shares, but only to the eMcnt that such transactions would result in FSLcontinuing to own less
than 50.0% of the Corraron Shares upon completion of the Rights Offering. However, ESL has not advised us or Sears Holdings
ofits intentions with respect to future purchases or sales ofCorrmpn Shares. Notwithstanding ESL's stated intentions, ne¢her
Sears Canada nor Scars Holdings has any agreerrcnt, arrangement or understanding with FSL as to the e#ant of FSL's exercise of
its oversubscription privilege. If ESLexercised its basic subscription right as well as the over-subscription right in full, and no
other stockholdercxercised its subscription rights, FSL would own between appm~drratcly 67.2%and 69.2% ofthe Corrnron
Shares.

Upon the exercise by Edward S. Iar~ert and the other FSLaffiliates ofthcirsubscription rights, as described above, Scars
Canada will cease to be a subsidiary of, or to be controlled by, Seats Holdings under applicable Canadian laws. If all of the
subscription rights are c~reised in full in the Rights Offering, Scars Holdings wi11 own appro~retcly ] 1.7% ofthc outstanding
Corrm~on Shares. To the c~acnt that the subscription rights am not exercised m full and that shams not purchased through the
exercise ofbasic subscription rights arc not purchased pursuant to the over-subscription privilege, Sears Holdings will mtain
ownership ofa larger portion ofthe Cor~mnn Shares. Scars Holdings may dispose ofany Corrmnn Shams that it continues to
own afterthc Rights Offering, including through sales into the market orothenvise, subject to applicable laws.
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The change m Sears Holdings' ownership position in Scars Canada affects certain intercompany agrcemcnts, third party agreements and cor~mcrcial
arrangements. See "The Rights Offering—Background to the Rights Offering" and "Irrpacts on Scars Canada ofthc sale ofComm~n Shares under the
Rights OfTcring—Intcreorrpany Agreements" formore detail on these effects.

Transferability The subscription rights am transferable during the coucsc ofthc subscription period. Scars Holdings' application to list the subscription rights on the
of NASDAQ undcrthc symbol "SHIRR" has been approved. Sears Holdings will not apply to list the subscription rights on the TSX. Seams Canada's
Subscription application to list its Corrm~on Shares on the NASDAQ has been approved. Sears Holdings cutrendy effects that the subscription rights will begin to trade
Rights on the NASDAQ on the Gist business day following the distnbution ofthe subscription rights, and will continue to trade until close ofbusiness on

November 4, 2014, the third business day prior to the scheduled c~nation date ofthe Rights Qffering (or ifthe offer is c~¢cndcd, on the fourth business
day imarediatcly priorto the cMended expiration date). As a result, you may transferor sell your subscription rights ifyou do not want to exercise them to
purchase Corranon Shares. However, the subscription rights are a new issue ofsecuritics with no priorpublic trading market, and there can be no
assurances provided as to the liquidity ofthe trading market forthe subscription rights ortheirmarket value. Sec "Description ofthe Rights Offecmg—
Transferability ofSubscription Rights".

No Revocation All e~icises of subscription rights are iircvocable, subject to applicable law, including statutory rights ofrescission and withdrawal, even ifyou later Icam
ofinformation about Sears Canada that you consider to be unfavorable. You should not cncrcise your subscription rights unless you am certain that you
wish to purchase Comrmn Shares at the subscription price.

Conditions, Sears Holdings is not requiring an overall nrinirrum subscription, or any other condition, to complete the Rights OtFcring and does not intend to withdrew
Withdrawal orcancelthe Rights Offering afterthe subscription period begins. You may exercise yoursubscription right and receive yourCorrm~on Shares (other than
and Corranon Shares allocable through the oversubscription privilege) at any time following your teccipt ofa subscription rights certificate and priorto the
Cancellation cxpuation date ofthe Rights Offering. Sears Holdings may, in its discretion, e#end the e~iration date, and will announce any plans to do so by press

release. See "Description ofthe Rights Offcring~onditions, Withdrawal and Cancellation".

Certain U.S.
FedcralIncomc
Tax A holdcrthat receives a subscription right in inspect ofa share of SHC Stock should generally effect to have taxable dividend income equal to the fair
Considerations market value (ifany) ofsuch right on the date ofits distnbution by Sears Holdings.
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Ifa subscription right exp¢es without being c~crciscd by a U.S. holder, the U.S. holder should generally c~ect to rocognizc a short-tccmcapital loss equal to
such U.S. holdc~'s adjusted taxbasis in such right.
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Under certain circumstances, mfom~ation reporting and/orbackup withholding may apply to holders with respect to the distribution ofthe subscription
rights, unless an applicable exemption is satisfied. ffwithholding taxor backup withholding taxapplies to the distribution ofthc subscription rights to a
holder, the holders broker (or other applicable withholding agent) will be requited to remit any such withholding taxor backup withholding taxis cash to the
Internal Revenue Service. Depending on the circurratances, the broker(or othcrapplicabte withholding agent) rray obtain the funds necessary to remit any
such withholding taxby asking the holder to provide the funds, by using funds m the holders account with the broker or by selling (on the holder's behalf
all ora portion ofthc subscription rights.

For a detailed discussion ofcertain U.S. federal income taxconsiderations relating to the receipt, sale, exercise and expiration ofthe subscription rights, see
"Certain Un¢ed States Federal Incorm Tax Considerations". Stockholders should consult thefr own taxadvisois regarding the U.S. federal, state and local and

non-U.S. income, estate and other ta~cconsiderations relating to the receipt, sale, exercise and e~iration ofthe subscription rights in light oftheirparticular
cQcurrstances.

F~¢ension Sears Holdings will keep the Rights Offering open until the e~iration date, and does not intend to cancel, withdraw or temm~atc the Rights Offering after the

and subscription period begins. You may exercise your subscription right and receive yourCorrm~on Shares (otherthan Corrnron Shares allocable through the
Cancellation overvsubscription privilege) at any fuse folbwing your receipt ofa subscription rights certificate and prior to the expiration date ofthe Rights Offering. Scams

Holdings may, in its discretion, cttend the expiration date, and will announce any plans to do so by press release.

Procedures
for
Exercising
Subscription
Rights To exercise yoursubscription rights, you must take the following steps:
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Ifyou are a registered holder ofSHC Stock and you wish ro participate in the Rights Offering, you crust deliver payment and a
properly completed and duly executed rights certificate to the subscription agent to be received before 5:00 p.m, New York
Cuy time, on November 7, 2014. In certain cases, you may be rcquQed to provide additional documentation or signature
guarantees. Promptly afterthe date ofthis prospectus, the subscription agent will send a subscription rights certificate to each
registered holderof SHC Stock as ofthe close ofbusiness on the Recorcl Date, based on the stockholder registry maintained at
the transfer agent for SHC Stock. You rrey deliver the documents and payments by hand delivery, first class mail or courier
service. Ifyou use first class mail for this purpose, Sears Canada recorrx~nds using registered mail, properly insured, with
return receipt mquested. You may exercise your subscription right and receive your Comm~n Shams (other than Conmion
Shares allocable through the oversubscription pnvilcgc) at any tires following your receipt ofa subscription rights certificate
and prior to the c~uation date.

• If you arc a bene5cial owner of shares of SHC Stock that are registered in the name of a broker, dealer, custodian bank or other
norrrinec, or ifyou would rather have an institution conduct the transaction on yourbchalf, you should instruct yourbroker,
dealer, custodian bankorothernormnec to exercise your subscription rights on yourbchalf. Although you will not receive a
rights certificate, the Depository 7mst Company ("D7'C")will electronically issue one subscription right to your normnee
record holder for every share of SHC Stock that you own as ofthe Record Data If you are not contacted by your norr~ee, you
should promptly contact yournorcm~ee m order to subscnbe for Corranon Shares m the Rights Offering. Please follow the
instructions of your norr~ce, who may requim that you meet a deadline earlier than 5:00 p.m, Ncw York City lure, on
November 7, 20]4.

• Ifyou purchased subscription rights during the subscription period through a broker, dealer, custodian bank orother nominee,
you will not mceive a rights certificate. Instead, your broker, dealer, custodian bank or other nonm~ee rust excreise the
subscription rights on yourbchalf. Ifyou wish to exercise your subscription rights and purehasc Corrnron Shares of Scars
Canada through the Rights Offering, you should contact your normnee as soon as possblc. Please follow the instmctions of
yournorrm~ce. Your norrrinee may establish a deadline that may be before the ovation date ofthe Rights Offering. See
"Description ofthc Rights Offering—Method ofExcrcismg Subscription Rights".
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• Ifyou purchased subscription rights during the subscription period dQectly froma registered holder of SHC Stock, you should
contact the subscription agent as soon as possblc regarding the exercise ofyour subscription rights. Please follow the
instructions ofthc subscription agent in ordcrto properly exercise your subscription rights. See "Description ofthe Rights
Offering—Method ofE~rcising Subscription Rights".

Background to the Rights Offering Sears Holdings has over the past ycarc#ensively considered strategic alternatives to ma~mrriae the value ofits interest in Scars
Canada, including the engagement of BofA Merrill Lynch to pu~ue a sale of such interest or Sears Canada as a whole and
engaging in discussions with Canadian financial institutions to erplorc the possibility ofan underwritten secondary offering of

Sears Holdings' interest. Sears Holdings board of dvectois has detenrrincd that the Rights Offering is m the best interests of

Scars Holdings and its stockholders as a way to dispose ofa noncore asset, and would provide, among other things, financial
and operntional benefits for Seats Holdings. Sears Holdings requested Sears Canada's cooperation including, in particular, that

Sears Canada use conm~crcially reasonable efforts to prepam and file a prelirtrinary short fortnprospcctus in Canada and a
registration statement in the United States to qualiTy for distnbution the Corrnron Shares dcfivciablc upon exercise ofthe
subscription rights, and to make application to list the Conm~on Shares on the NASDAQ, as soon as practicable, and in any
event, subject to the approval ofthc Board of Daectors. The Board of Directors requested that the Corrurrittee review thu inquest.



The Board of Directors, togcthcr with its advisors and the indcpcndent legal and financial advisors to the Conurnttcc, considcrcd
the mqucst and the effect ofthc Rights Of~fcring on Scars Canada and the requested cooper~tion. The E3oard of Directors of Scars
Canada, with the advice, and the recorrmicndation ofthe Coirnnittcq approved the request for cooperation made by Scars
Holdings on and subject to die following tcmn, to which Scars Holdings and FSLegmed:

• Scars Floldings will rciit~uisc Scars Canada for all reasonable and documented expenses incuncd or paid by Scars Canada in
connection with the Rights Offcnng;

Scars Floldings and Scars Canada will amend the existing license agrccrncnt undcrwhich Scars Canada has the right to use the
"Scars" narrc and ecrtain other trademarks and brand nair~s to provide for the continuance of that agreement f'or so long as
Scars Holdings holds 10.0`Yo ofthc outstanding voting shares of Scars Canada (replacing the current tnggcrof25.(~/0) and to
give Scars Canada the continued right to use the trademarks on a royalty-free basis after any such tcmnnation fm' a period of
five years following the tcmvnation (replacing the cim~cnt period of three years);
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' Scars Holdings and Scar Canada will amend the existing infom~ition technology aorcemcnt between them to continue the
tcmu oftl~c agrccnxnt for a pc~iod oftlucc years followine the closing of~thc Rights Offering;

• Scars holdings will use conuncrcially reasonable cfTorts to assist Scvs Canada in ncaotiations with third parties to preserve
the benefits that Scars Canada cuncndy enjoys undcrccnain tigrccmcnts involving Scars Canada, Scars Holdings and third
parties that will tcrnnnetc when Scars Holdings' ownership of Scars Canada f211s below X0.0%;

each of Scats Canada and ScaiS Holdings will indcnv~ify and hold hannlcss the gthcrand its subsidi~rics, their respective
directors, otlicc~s. crrgiloyccs and rcprescntativcs kom liability relating to disclos~u'c provided by each party to the other for
piuposcs ofthis prospectus;

Scars Holdings and FSL will release Scars Can~dus directors, ofiiccis. employees and ropresentatives fromany cl~irrn that
Scars Holdings or ESL tray have wising out of or in conncc[ion with, the Rights OfFciing or for the rrettcis referred to above;
and

• Scats Holdings mill agree to maintain the directors end officers liability and fiduciary liability covc~aoc for cun'cnt and f'omxr
dircctms and ot7iccrs of'Sca~ Canada relating to ~mttcrs occurring at or prim'to the closing ofthc Rights OfTc~ing for a pc~iod
ofsixycais thcrcaNcr.

Sec "Tl~e Rights OfT ring—Background to the Rights Offciing" and "Description ofthe Rights Ot7cnng--Reasons for the Rights
Otl'crin~".

Fccs' and Ey~cnscs Scars Holdings is not charging any Fcc orsalcs connrnssion to distiibutc [hc subscription rights to you m to issue shares ro you
if you c~rcisc your lights. If'you cw,rcisc your s'ubs'cription sights through the record holder ofyourshares, you arc responsible
for paying .my conmiissions. fees. tags m' otl~m' e~enses yo~u~ record holder irr~y charge you.

Trading Market and Syn~ol Scats Holdings' application to list the subscription sights nn the NASDAQ undcrthc symbol "SHLDR" has been approved. Scars
Holdings will not apply to list the subscription sights on the TSX. The Co~rmnn Shares' arc listed for trading on the TSX under
the symbol "SCC". Scars Canada's application to Iist its Conutxin Shares on the ~~.ASDAQ undcrthc symbol "SRSC" has been
approved.
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No Rcconm~cndation to Rights Holdcis Tl~c Scats Holdings board ofdircctors is ~~ot making any rccoimrnndation rgarding yourc~rcisc ofthc subscription sights. The
Scars Canada [ioard of Directors did not consider, evaluate, or r~~kc any decision whatsoever regarding the sh2mhuing or pncina
ofthc Rights Of~cring, The Scars Canada F3oard ol'Dircctors is making no recorrmm~dztion whatsoever regarding your exercise of
the subscription rights'. Stockholdcis who c~rcisc subscription lights will incur investment risk nn new n~ncy invested. Neither
Scars Holdings nor Scars Canada can predict the price at which Convnon Shares will tr~dc afterthc Rights Offciing. The itt3rket
price fbr the Common Shares imy decrease to an arr~imt below the subscription price, and ifyou purchase Connncm Shares at
the subscription price, you ir~y not be able to sell the shares in the future at [hc sanx p~icc oral highcrp~icc. Morcovice the
~rrarkct price fa'thc Conmion Shares rrr~y be trading at an amo~mt above the subscription p~icc, and ifyou do not exercise your
~iahts you will be unable to participate in this appreciation. You should imkc your inveshncnt decision based on your
asscssrr~nt oftl~c business and financial condition of Scars Canada, its prospects for the fiuurc, the tents ofthc Rights Offering
and the infom~tion containcci in, or incoipoiatcd by rcfcrcncc into, this prospectus. Scc "Risk Factors" fora discussion ol'somc
ofthc risks involved in investing in the Conui~n Shares.

FSL beneficially owns ~ppro~iratcly 48.5°/u of SHC Stock. Edward S. [~irmmt is the C1~aimnn of the E3oard and Chief Fx,cutivc
Officer ofSca~s holdings and Chaim~an and Chicf'Erccutivc OPficcr of ESL [n~~estmcnts, Inc. Aftcrthc completion ofthc Rights
Offering, FSL is expected to own between approunmtcly 45.0"/o and 47.(Y'/o ofScars Canada. ESLhas also advised Seals Floldings
that it icy cxe~cise the ovcrvsubscnption privilege, but only to the e~[ent that such crcrcise would result in ESL owning Icss than
50.0% ofthc Corrvnon Shares. You sl~oidd not view the intentions of FSL. including the intentions of Mr. [:nr~cit, as a
rcco~ramndation or other indicatim~, by FSLor any mcinbcr ot'd~c Scars Holdings bolyd oCdircctors orof the Scars Canada [3oard
of Directors, regarding whether the cxi:rcisc ofthc subscription lights is or is not in yom~ best interests. Notwidist~nding ESL's
stated intentions. neither Scats C<lnada nor Scars Holdings has any agreement, a~rangcmcnt or undcistanding with FSLas to the



ettent ofFSL's eneercise ofits over-subscription privilege. IfFSLexercised its basic subscription right as well as the over-
subscription right m full, and no otherstockholder cxercisedas subscription rights, FSLwould own between appro~drt~atcly
67.2% and 69.2% of the Common Shares.

Risk Factors Before you exercise your subscription rights to purchase Conanon Shares, you should carefully considerthe risks descnbed in
the section entitled "Risk Factors".

Transfer Agent and Register The transfer agent and registrar for the Corramn Shares is CST Trust Company. The U.S. transfer agent for the Corranon Shares is
American Stock Transfer& Tmst Company LLC.

Subscription Agent Cor~uteishare, Inc.
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Infometion Agent Georgeson Inc. Ifyou have questions about the Rights Offering or need additional copies ofthe Rights Offering docur~nts,
please contact Georgeson Inc., Sears Holdings' information agent, by calling (866) 741-9588 (toll-free) or erreiting
Scats CanadaOffer(r~georges o n.co m

Dividend Policy Sears Canada does not pay quarterly dividends. Scazs Canada regularly monitors its sources and uses ofcash and its revel of
cash on hand, and considers the most effective use ofcash on hand including, among other options, the payment ofdividends.
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QUNSTIONS AND ANS WWI~RS RFT,r~TNIG TO TF~ RIGFIIS OFFIRING

Sel Jorth below are examples ofwha! Sears Holdings anticipate will be common/y asked yuestions abou! fhe Rights Offering and the [ransactions conlemplaled
!hereby. The answers are based on selected information inc/uded elsewhere in Ihis prospectus. The_following questions and answers do not contain al/ ofthe information
that maybe imporlam to you and ma~~ not address al! oflhe questions (hat you may have about the Rights Offering. 7&is prospec7us contains more detailed descriptions
offhe lernts and conditions ofthe Rights Offering and provides additional information abou! Sears Canada and our business, including polenlia! risks related 10 the
Rights Offering, Common Shares and Sears Canada's business.

N~ercising the rights andimesting in the Common Shares inwl~es a high degree of risk. Sears Holdngs and Sears Canada urge you to carefWly readthe section
entitled "Risk Factors" and all other inTormaHon in this prospectus and in the documents inwrporated by reference herein, in their enfirety before you decide whether to
exercise your rights.

What is the Rights Offering?

Sears Holdings is distnbuting, at no charge, to holders ofshares of SHC Stock as ofthe Record Date, transferable subscription rights to purchase, m aggregate, up to
40,000,000 Corrnmn Shares that it owns, e~cpt that holders of Scars Holdings restricted stock that is unvested as ofthe Record Date am effected to receive cash awards in
lieu ofsubscription rights. Fach subscription right willentitk its holderto purchase from Scars Holdings 0.375643 ofa Corrnun Sham from Scars Holdings. Holders may
exercise their subscription rights and receive Commn Shares (other than Corramn Shares allocable through the overvsubscription privilege) 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 oversubscription privilege, as
described below. Sears Canada's application to list its Corrnron Shares on the NASDAQ under the tickersymbol "SRSC' has been approved. Sears Holdings' application to
list the subscription rights for finding on the NASDAQ has been approved. Sears Holdings will not apply to Gst the subscription rights on the TSX.

What is [he basic subscription right?

Holders ofthc basic subscription rights will have the opportunity to purchase from Sears Holdings, in the aggregate, up to 40,000,OW Corrman Shares at a subscription
price of U.S.$9.50 per whole sham. Sears Holdings has granted to you, as a stockholder of record on the Record Datc, one subscription right for every share of SHC Stock
you owned at that time. Fractional shares orcash in lieu offractional shares will not be deGvercdm the Rights Offering. Instead, fractional shares insulting fromthe exercise
ofthe basic subscription right will be clirrrinated by rounding down to the nearest whole sham.

Seats Holdings detcmrined the numberofrights required to purchase one Conamn Share by dividing the numberofshares ofSHCStockoutstanding on the Record
Date by the number of Corrmion Shares which am to be sold by Sears Holdings pursuant to the Rights Offering. Accordingly, each subscription right allows the holder
thereofto subscnbe for 0.375643 of a Corcmnn Share at the cash price ofU.S.$9.50 per whole share. As an cxarr~le, ifyou owned 1,000 shares of SHC Stock on the Record
Date, you would receive 1,000 subscription rights pursuant to yourbasic subscription right that would entitle you to purchase 375 Corrcnon Shares (375.643 rounded down
to the nearest whole share) at a subscription price ofU.S.$9.50 per whole share. The subscription price equals the U.S. dollar equivalent ofthe dosing price ofSears
Canada's Corim~on Shares at the close ofbusiness on September 26, 2014, the last trading day before Sears Holdings notified Sears Canada of its intent to pu~ue the Rights
Offering and requested Scars Canada's cooperation. See "How was the U.S.$9.50 per share subscription price dctemrined?"
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You may e~rcise all or a portion of your basic subscription right or you Tray choose not to exercise any subscription rights at all. However, if you exercise less than
your full basic subscription right, you will not be entitled to purchase Corrnmn Shares pursuant to the over-subscription privilege.

Ifyou am a registered holdcrof SHC Stock, the number ofCorrnron Shares you ~y purchase pursuant to yourbasic subscription right will be indicated on the rights
certificate that you receive. You may e~reise your subscription right and receive yourCor~mion Shares (other than Covanon Shares allocable through the over-subscription
privilege) at any time following your receipt ofthc subscription rights certificate and priorto the c~iration date.



Ifyou hold yom' SHC Stock in the nur~ ofa broker, dcalcr, custodian bank orothcrnomincc who uses the scrviccs of DTCyou will not rcccivc ~ n~hts ccrtific~tc.

Instead, DTC will electronically issue one subscription light to your nominee record holder forcvcry share oFSHC Stock that you own as ofthc Record Datc. Ifyou arc no[

contacted by yom'nomincc. you should contact yow nominee as soon as possible.

Wlurt is the over-subscription: privilege and hew wi!! Cmnnr~~t Shteres be allocated in the Rights Ojjering?

If you purchase all Cmim~on Shares available to you pusuant to your basic subscription lights, you rtnry also choose to purchstsc a pmYion ofany Corrmion Shm'es that

other holdc~ ofsubscription rights do not purchase through the c~rcisc ofthcirbttsic subscription lights. Only holders who fully c~rcisc all ofthcirbasic subscription

rights, aftcrgiving effect to any purchases or sales ofsubscrip[ion rights prior to the time ofsuch cncrcisc, may psirticipatc in the over-subscription privilege. If you wish to

exercise your over-subscription privilege, you ~ruist indicate on yourriahts certificate, or the fonnprovidcd by yom~nomincc if yourshares arc held in the narm ofa

nominee, how rrnny additional Cc~rruricm Shares you would like to purchase pursuant to yo~n'ovcr-subscription privilege, and provide payment as described below.

Edward S. Lar~cn and cc~Yain other LSL affiliates have i~dicatcd to Sc:us Holdings that they intend to exercise their pro rain portion of the basic subscription rights in

full as soon as pr~cticablc after the subscription rights have been distributed, although they have not entered into any agrccirx nt to do so. FSL has also indicated that it

Amy c~rcisc its over-subscription privilege, but only to the crTcnt that exercising such privilege would result in rSLcontinuing to own Icss than 50.0%n ofthc outstanding

Commcm Shares. Notwithstanding FSI,'s stated intentions, neither Scars Canada nor Scan Holdings has any agrccn~nt, arrangcnxnt or understanding with L-SL as to the

c~acnt of kSI's ctt rcisc ofits over-subscription p~ivilcga If L"-SLc~rciscd its basic subscription right as well us the ovcrvsubscnption right in frill, and nn other stockholder

exercised its subscription sights, ESL would o~m between approxirrntcly 67.2% and 69.2% ot~thc CoiTnrpn Shares.

Common Shnres will be allocated in the Rights Otlenng as follows

First Coirnnon Shares will be 11located to holdcis of rights who c~~cisc thcirbasic subscription rights at a ratio of0375643 ofa Common Share perc~rciscd

subscription light.

' Second, any rciraining Connnon Shares that wcrc eligible to be purchased in the Rights Offering will be allocated an~ng the holders of~ights who c~rcisc

the over-subscription privilege. in accordance with the t'ollowing fonruila:

rich holder H~ho c~rciscs the over-subscription privilege will be allocated a percentage ofthc remaining Co~rn~~n Shares equal to the percentage that

results' from dividing (i) the nwnbcr ofbasic subscription rights which that holdcrcxcrciscd by (ii) the number of'basic subscription sights which all

holdci5 who wish to paiYicipatc in the over-subscription p~ivilcoc cxc~~iscd. Such perccntaoc could result in du allocation of'morc or fcwcrovcr-

s'ubscnption Conur~n Sharon than the holdcrroqucstcd to purchase through the exercise ofthcover-subscription piivilc~c.
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• Forcxamplc, if StockholdcrA holds 2(b subscription rights and Stockholder Bholds 3(~ subscription rights and they arc the only two
stockholdcis who c~rcisc the over-subscription privilege, and they each c~rcisc it in t'ull, Stockholder n will be albcatcd 40.0"/ and
Stockholder B will be albcnted 60.0`Yo ofall rcn~~ining Common Shures availxblc. (Example A)

Third, iCthe allocation ofrett~ining shares pursuant to die formula described above in the second step would result in any holder roceiving a groater number

ofCpitmxm Shares than that holdcrsubsa-ibcd for pursuant to the over-subscription pnvilcoc, then such holder will be allocated only that nw~nbcr of

C'omnxin Shares for which the holdcrovcrvsubsaibcd.

For cxiix~lc, ifStockholdcr A is allocated 100 Coirvr~n Shares pw'suant to the formula described above but subsc~ibcd for only M) additional Convr,~n

Shxres pursuant to the over-subscription pri~~ilcoc, Stockholder A's albcation would be reduced to 40 Corrn~ion Shares. (E~rrq~le B)

Fourth, any Convn~n Sheros that rcns~in available as 1 rosult ofthc allocation described aibovc bcuig grcatcrthan e holdci's over-subscription request (the 60
additional Comrr~n Shares in F~ran~lc Babovc) will be allocated among alI rcnraining holders who exercised the ovcrsubscnption privilege and whose initial
allocations were Iess than the nurrd~m'ofshares they icqucstcd. This second allocation will be made pursuant to the sxirc formula dcsciibcd above and
repeated, if ncwssary. until alI available Cotrnnon Shares have been allocated m~ all over-subscription requests have been satisfied in full.

To properly exercise yourovcr-subscription p~ivilcgc, you must deliver the s- ubs'ciiption paynnnt related [o yourovcr-subscription p~ivilcgc before the Rights Offc~ing

c~ires. Because Seals Holdings will not know the total numbcrof imsubscribcd Co~rrrrxm Shares before the Rights Ofl'ai~~g capires, if you wish to rrni~amizc the nwnbcrof

Con~mion Shares you purcha~sc pursuant to your over-subscription privilege, you will need to deliver payin,nt in an amount equal to the aoaregatcsubscnption p~icc For the

maximum nwnbcr ofConunon Shares that could be available to you at the time you exercise your basic subscription lights (i.c., the a~grcgatc p~ymcnt forboth your basic
subscription right and for alI additional Conamn Sha~ros you desire to purchase pmsulnt to your'over-subscription request). Scc "Dcsciiption ofthc Rights OfFcring—The

Subscription Rights".Any c~css subscription payments received by the subscription agent. including payments for additional Corrunon Shares you requested to purcl~asc

pursuant to the over-subscription privilege but which were not allocated to you, will be returned, without interest or pentilty. prompNy following the c~iiation ofthe Rights

Oflcring.

Fractional shams or cash in lieu of fiaction~I shares will not be issued on the Rights Oflcring. Instead, fractional Cmiunon Shams res~dting fromthc c~rcisc ofthc ovcr-

subsc~iption p~ivilegc will be eliminated by rounding down to the nearest whole Corrunon Share. Computc~sherc, Inc., Scats Holdings' subscription agent t'or the Rights

Offciina, will dctcm~inc, iii its sole dis'crction, the over-subscription allocation based on the formula dcsc~ibcd above.

N'Iry is Senrs Holdings corrtlucting tlu Riglus OfJ`ering?

Over the past year, Sans Holdings has c#cnsivcly considered stratcaic alternatives to nn~omizc the value ofits interest in Scars Canada, including the cngagcnxnt nl'

E3ofA Mcnill Lynch to pursue a sale ofsuch interest or Scars Canada as a whole and engaging in discussions with Canadian financial institutio~~s to cxplomthe possibility

of an undciwnttcn secondary oHc~ing ofScars Holdings' interest. Scars Holdings' board ofdirectois has detemvned that the Rights Of7c~ing is in the best interests oCScars

Holdings and its stockholders as way to dispose ofa noncom asset, end would provide, among
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other things, financial and operational benefits to Scars (loldings, including but not limited to the following expected benefits:

Strate~~ic Focus and Fle~bility. Scars Holdings' board ofdirectors believes that following the Rights Offering, Seas holdings will have 1 mos focused
business and be better able to dedicate resoiu'ccs to pursue appropiiatc growth opportimitics and c~cutc strategic plans best suited to its business in an



cfticicnt ~rnnncr.

Additional Liquidity. The Righ[s Offc~ing is c~cctcd to provide Scars }~3oldings with up to U.S.$380 million in gross procccds, strcngthcning its balance

sheet and liquidity. Ofthis amount, Scats Holdings c~ccts to receive at Icast U.S.S168 million in mid-to-Talc (ktobcr 2014 Gomthc early exercise of the rights

distributed to FSI..

Stockholder Flc~bility to Avoid Dilution. Since the subscription rights arc being distributed, at no charge, to Scats Floldings' casting stockholders,

stockholdcis will have the choice to hold shares in both coirq~anics or in either coirq>any scpatatcly. l3owcvcr, stockholders irray wish to sell their

subscription rights to fiord any taxincurrcd upon the receipt ofthc subscription rights, which woidd dccmasc the amount ofCoiranon Shams available to

such stockholders. [f the distribution ofthe nghCs to a stockholder is subject to withholding ta~ the stockholder's brokcr(or other applicable withholding

agent) may sell all or a portion ofthc subscription rights to fund the withholding tai, which ti~ould dccmasc the numbcrofCn~rnnon Shares available to such

stockholder. Scc "Ccttain United States Fcdcral Incorr~ Tax Considerations".

How wus t!~ U.S$9.50 pershare subscription price determined?

The Scars }Ioldings board ofdircctors has dctcmrincd that the subscription price will be U.S.S9.50 per whole share. The subse~iption p~icc is equal to the U.S. dollar

equivalent ofthc closing price ofthc Coirunon Shares on Scptcmbcr26, 2014, the last trnding day before the Scars Holdings board ofdirccto~s requested Scars Canada's

cooperation with the filing ofa prospectus regarding this Rights Of~cring. The board ofdirectors of Scars Holdings ap~licd the Noon Etthankc Ratc as of September 26.

2014 to calculate this equivalent value. In determining the subscription price, the board ofdircctors oFScars Holdings considered, amang other things, (I) current and

historical trading prices ofCoirm~on Shams, (2) the desirability ofbroad participation in the Rights Offering by Scars Holdings'stockholdc~s and (3) Scars Holdings' liquidity

needs and the aggrogatc amount ofproceeds to be paid to Scars Holdings pursuant to the Rights Offering ifthc Rights Ot7onng were fully subscribed. See "The Rights

Oflcring—Dctcttnination ofSubsctiption Pncc".

'Chem can be no assurance that Cbrrm~n Shares will nadc at p~iccs nearer above the subs'c~iption price after [hc date ofthis prospectus. You should not considcrthc

subscription p~icc to be an indication of the price at which Comrncm Shares will trade following the Rights Oticiing.

,9m I reyrdred to exercise a!! of'the subscription riglus I receive in the Rights O~'ering?

3V''0. You icy exercise 1ny number ofyour subscription sights or you nny choose not to c~rcisc any subscription rights.

]fyou do not exercise any subscription tights. you will not receive any Conmion Shares. [fyou c~rcisc all ofyom' basic s'ubsc~iption rights', yow~owncrship intcres't in

Scars Canada will be cquiv~lent to the ownership interest you currcndy ha~~c in Scan Floldings tirrKs ~ppro~amatcly 393%. which is the percentage ofSca~s Canaday

outstanding Conm~n Shares being of7orcd by Scars Holdings. ror cxiirq~lc, ~ssunnno that the subscription tights arc cxcrciscci in full by all holders of'subsciiption sights, if~

you own 1.0% ofSHC Stock on tlic Record Date and exercise your basic subscription ~iohts in full you will own 0393`% ofthc Conurun Shares following the Rights Offc~ing.

Ifyou choose to exercise your basic subscription rights in part, yourowncrship interest in Scars Qmuda will be diluted by other
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stocld~oldc~s who c~rcisc their subscription tights in full. ]n addition, ifyou do not frilly exercise alI your basic subscription rights, af'tcrgiving cfi ct to any purchases or

sales ofsubscription sights by you piiorto such exercise. you will not be entitled to participate in the ovm~-subscription privilege, and you may be subject to aclvcrsc tax

conscqucnccs. Scc "—What arc the U.S. fcdcril income tax conscqucnccs if1 receive and do not sell or exercise the right before it e~ires°"

The number of shares of'SHC Stock that you own, and your percentage ownc~ship in Scars Holdings, will not change as a res~dt ofthc Rights Offering. Ifyou do not

c~rcisc your subscription rights ro purchase Connnon Shares, following the Rights' Offering you will no Im~ocr retain the same indirect ownership interest in the Scars

Canada businesses and as well, the SHC Stock that you hold will not reflect the carvings, assets or liabilities of Scats Canlda. In additim~, the trading p~icc of SI IC Stock

imnxdiatdy Following the Rights Oflc~ing icy be higher or lower than inuncdiatcly piiorto the Rights OtTcnng bcc~usc Scars f loldin~s will own fewer shares of Scars

C:~nada, the ongoing comings of Scars Canada will no longcrbc consolidated in Scats holdings' carvings and Scats holdings will receive cash proceeds of up to

L''.S.S380 nnllion as ti result ofthc stile oCSca~s Gmad~'s C'orrmm~ Shares (assuming the subscription rights arc exercised in full).

Scc "Risk Factors—Risks Relating to the Rights OtFc~ing If you receive and cxcmisc die subscription rights, you ney be s'ubjcct to adverse U.S. Ccdc~al income tax

conscqucnccs" and °Risk Factors--Risks Relating to the Rights Offering—Ifyou arc a L.S. taxpaycrand roccivc but do not sdI or exercise the subscription sights before

they expire, you nay be subject to adverse U.S. fcdc~al incoinc taxconscqum~ccs".

Horn snnn rraGst I act to exercise ~rry subscription rights

Ifyou rccci~cd a rights certificate and elect to curcisc any oral) ofyour subscription ngl~ts, the subscription agent must receive yourcomplctcd and signed tights

cmYificatc and payincnts before the Rights Otloring c~ires o~~ November 7, 2014, at S:W p.nt, New York City time. You nay, however, cxeroise your subscription tights prior

to the c~intion date. [fyou hold your shares in the n~nx ofa broker, dealer, custodian bank or other nominee. yournomincc rrtily establish a dc~dlinc bcfm~c the expiration

of [hc Ris~hts Offering by which you must provide it with your instnictions ro c~rcisc yoursubscnp[ion ~igh[s. Scars holdings irray, in its discretion. c~tcnd the cq~iration

date ofthc Rights Offc~in~, and will xnnouncc any plans to do so by press release. Scars Holdings will keep the Rights Offc~ing open until the expiration date, and does not

intend to cunccl. withdraw or tc~nrinatc the Rights Offc~ing after the subscription period begins. Scc "Description of the Rights Offering—Conditions. W ididrawal, and

Cancellation" and "Risk Factors".

Although Scats holdings will tt~kc reasonable attempts to provide this prospectus to Scars Holdings stockholdc~s. the Rights Offering and all subscription rights will

expire mi the c~ii~tion date, whctherornot Scats Holdings has been able to locatecach person entitled to subscription sights.

May I lra~csfer irry subscription rights?

Ycs. The subscription rights arc transferable during the counc ofthc subscription pc~iod and Scars Holdings' application to list the subscription ~iohts f'or tradin, on

the NASDAQ imderthc symbol "SHLDR" has been approved. Seam Canadas application to list its Coirnn~n Shahs on the NASDAQ I~as been approved. Scats Floldings

currently c~ccu that the subscription ~iohts will bcpin to tmdc on the first business day following the distribution of the subscription tights, and will continue to uadc ~mtil

close ofbusincss on Novcmbcr4.20I4, the third business day prior to tl~c scheduled expiration date ofthc Rights Offering (or. ifthc offer is cttcndcd, on the fourth

business day inumdiatcly prior ro the c~2cnded c~iration date). Gas a result, you tray transf'cr orscll your subscriptimi sights if you do not want to ew rcise themto pm~chasc

Corrarx~n Shares. However, the subscription rights arc a new issue ofsccuiitics with no prior trading rr~irkct, and Scars Holdings cannot provide you with any
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assurances as to the liquidity ofeny trading nnrkct for the subscription n~hts or the nlarkct value of die subscription sights.
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Ifyou hold yourshan~s through a broken custodian bank m~ other nomii~cc, you ~rn~y sell your subscription rights by contacting yourbrokcr, custodian bank or other



❑omincc until the close ofbusincss on the fourth business day preceding the c~iration date of~this Rights Ot7onng. Tv sell yo~u~ subscription rights, in addition to any
other procedures your broker, cusCodian bank or other nominee may require, you must deliver yoiu~ order to sell to yourbrokcr, custodian bank or other nominee such that it

will be actually rcecivcd prior to close ofbusincss on ~iovcmbcr4, 2014, the third business day prior to the expiration date ofthis Rights Offering. Ifyou arc a record holder

ofa subscription rights ccrtificatq you irary take yoursubsctiption rights certificate to a brokcrwho can sell yoursubscription rights for you. To do so, you irnist deliver

yourproperly executed subscription rights ccrtificatc, with appropriate instnictions, and any additional documentation required by the broker. Commissions and applicable

taxes or broker fees rt~ry apply if you sell your subscription rights. Scc "Description ofthc Rights Offering—T~ansfc~ability of Subscription Rights".

What is the c~ect oJ7ransferri~rg subscription rights?

Scars Canada curccntly expects that the subscription rights will begin to trade on the first business day following the distribution ofthc subscription rights, and will

continue ro h<~dc on the NASDAQ until cbsc ofbusincss on NovcmbcrR, 2014. the third business day prior to Chc scheduled capiration date ofthc Rights Offering (or, ifthc

offcris c~dcndcd, on the fourth business day iirvncdietcly prior to the c~cndcd expiration date). As a result, you ir~ry transfer orscll yoiu~subscnption rights if you do not

want to c~rcisc thcmto purchase Coimnon Shares. However, if you tr~nsfcr all ora portion of yoursubscnption tights, you will be unable to purchase the Coirvmn Shares

imdcrlying such rights. In addition, ifyou transfer all or a portion of yoursubsc~iption rights, you will not be entitled to exercise the over-subscription p~ivilcgc with respect

to the portion ofyournghts so transferred.

Wlwt is tlu effect ofp~~rchasing subscription riglus?

The s'ubscnption rights arc transferable during the course ofthc subscription period and Scars Holdings' application to list the subscription sights for trading on the

NASDAQ under the symbol "SHLDR" has bcc~~ approved. Sc2rs Holdings will not apply to list the subscription rights on the ISX. Scats Canada's application to list its

Coirumn Shares on the NASDAQ ~mder the symbol "SRSC" has been approved. In addition, the subscription rights arc a new issue ofsecwitics with no prior trading

~rnrkct, and Scars holdings cannot provide you with any assurances as to the liquidity ofthc hading it~rkct for the subscription rights orthc rm~lcct value of the
subscription rights aftcryourpw~chasc.

Have a~~ stockholders indicated that tlu~~ will erercrse their rights?

Ycs. Fdw~u~d S. L<~ny~crt and certain other ESLatFliatcs have advised Scan Holdings ofthcir intent to exercise thcirpro rnra portion oftlu basic subscription iiohts in

full as sogn as practicable after the subscription iighGs h2vc been distributed, though they have not cntm~cd into any agrccirxnt to do so. As a res' ult, following the

completion ofthc exercise ofthc basic subscription rights in the Rights Oflbring, Scars Holdings c~ccts that FSLwiII beneficially own between appro~irntcly 45.0%ro

4Z0"/o ot~thc Convnon Sh~res. As fwYhcr described in "Description of the Rights Oflciing—Principal Shareholder", L-SL hus aclviscd Scars Holdings that it n~~y exercise the
ovcrsubsciiption privilege, but only to the extent that such exercise would result in £SL continuing to own Icss than 50.0%ofthc Comrr~n Shares. Fairhohnc Capital

Management, L.LC., which owns appm~n~rtcly 24.(P/o ofScars Holdings' outstanding corrurz~n stock as ofOctobcr 14, 2014, has also advised Scams Holdings that it cy~ccts

that cc~tain of its clients will ps~rticipatc in the Rights Oflciina at levels to be determined. subject to review ofthc tci~rs and conditions ofthc Rights Oficnng and regulatory

considerations. h~ohvithstanding FSI1s stated intentions, neither Seers ('anada nm~ Scars Holdings has any agrccnxnt,
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airangcmcnt or undci~tandina with citherFSLorFairholrne ~s to the e~2ent ofthc cwrrcisc ofany over-subscription privilege. If FSL exercised its basic subscription right ~s
well as the over-subscription right in full and nn other stockholder c~rciscd its subscription rights. ESL would own between approximately 67?% and 69.2% ofthc Coirnnon

Shares. If Fairhohrc cw rcised its basic subscription rights as well as the over-subscription right in full, tSI_c~rciscd its basic subscription right and nn other stockholder

c~rciscd its subscription rights, FairhoLnc would own approbn~ncly 20.2°/, ofthc Corrmm~ Shares.

Are there airy corulitior~s to c[osir:g dre Riglus Offering?

No. Scars Holdings is not rcquiiin~ an overall nrinimum subscription. or any othcrcondition, to complete the Rights OtTc~ino. Scars Holdings does not intend to

tcnninatc or withdmN~ the Rights Offc~ing. Scars Floldings may. in its discretion. c~cnd the c~iration date ofthc Rights Offering, and will announce any plans to do so by
press release.

Carr Sears Holdings cancel or extend the Rights OJJeri~~ ?

$cars Holdings does not intend to tcnninatc orwithclraw the Rights Offering. Scars Holdings n~iy, in its discretion, cxtond the c~iration date oFthc Rights OtTcring, and
will annoimcc any plans to do so by press release.

N rl! offrcers tuu! directon. ofSea~ Holdings aml Sears Cann~la he able to etercise Uteir subscription rights?

Scars Holdings' of7icci5 and diroctors that hold shares ofSl IC Stock. excluding shares of Scars Holdings'resuicmd stock that is unvcstcd ~s ofthc Record Datc, rrnry

particip2tc in the Rights Offering at the same subscription price per share as all other holders ofsubsc~iption tights, but none ofthcirofficcrs or dirccto~s is obligated to

participate.

Scams Canada officcn and dirccto~ that hold shares ofSHC Stock nay participate in the Rights Otienng at the saner subscription price per share as all other holders of

subscription sights but none ofourotliccrs or directors arc obligated to participate. Two nxmbcrs ofom~ E3oard of Directors hold SHC Stock and have zdviscd us ofthcir

intentions to exercise some or all ofthc subscription rights drat they will receive tmdcrthc Rights Of7ciing.

Floldcrs of Scats Iloldings'resttictcd stock that is unvcstcd as ofthc Record Datc arc c~cc[cd to receive a cash award in lieu ofany right such holdcrnuy haac to
receive subscription rights with respect to such unvcsted restricted stock. Such cash awards will represent the right to receive, subject to the same vesting rcquircircnts and

other tc~trn set forth in the underlying Restricted Stock Award Agi~cmcnt, a cash payment fi~omScars holdings equal to the value ofthc subscription rights that would have

been disUibutcd to such holdcrhad such holders invested reshictcd stock been imrestncted shares of SHCStock, calculated on the basis ofthc vohnne-weighted average

trading p~icc per subscription right for the 10 trading-day pc~iod beginning on the first day on which the subscription rights trade on the NASDAQ. The subscription rights
arc c~cctcd to begin to t~adc on the ~ASDnQ on the fist business day Following the distribution ofthc subscription rights.

Edward S. I:~rrq~crt is the Chaim~n ofthc Board and Chief F~ccutivc Ot7iccrof Scam Holdings and Chairman and Chicf'Exccutivc Ofliccr oIFSL Invcstnsnts Inc. Edward
S. [ampert and certain other ESL afliliatcs have advised Scars Holdings that dicy intend to exercise thcirpro rata portion ofthc subscription rights in full as soon as
piacticablc after the subscription rights have been dishibuted. though they have not entered into any agreement to do so. As further described in "The Rights OfTciing
Principal Stockholder," ESLir~y increase its percentage beneficial ownership of Scars Canada through its exercise ofthcover-subscription privilege. through open i~rket

purch~scs oFsubsc~iption sights m' Connnon Shares orotheiwise. but only to the cttent that such transactions would result in [SL owning less than 5Q0% ofthc Corrnnon
Shares upon completion ofthc Rights Oflciing.

jt
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Flowcvcr. ESL has not tidviscd us or Sc2rs Holdings of its intentions with res'pcct to future purchases orsalcs ofConvi~n Shares. Notwithstanding ESL's stated intentions.
neither Scats Canada nor Scars Holdings has any agrccmcnt.urangcmcnt or undcrstandin~, with ESL as to the extent of ESL's c~rcisc ofits over-subscription p~ivilcgc. If~



L-SLcxcrciscd its basic subscription right as wdI as the over-subscription right in full, and no othcr stockholdcrcxcrciscd its subscription lights, ESL would own bctwccn
appro~matcly 672%and 692%ofthc Commo~~ Sl~ares. You should not vices the intentions oPESL, including intcntions of Mr. [.vripert, as a rcconn7nndation orothcr
indication, by thcmorany nnmbcr oRhc Scars Holdings board ofdii~ctors orthc Scars Canada E3oard ofDirectois, regarding whcthcrthc c~rcisc of the subscription nohts
orthe over-subscription privilcoc is m is not in yow' best interests. Sce "Description ofthc Rights OticnngPrincipal Sharcholde~".

Has the Senn Holdings board ofdirectors nude a reca~v~xiulntiar to Sean Holdings stocklrolden regarding tfu Rights OfJ`ering?

No. The Scars Holdings board ofdirectors is rr~king too rccoirnncndation regarding yourcxcmisc ofthc subscription rights. The Scais Canada Board of Dircctms did
not consider, evaluate, m' n~tkc any decision whatsoever, regarding the stnictunng orpncing ofthc Rights Oflcnng or any othcratuibutcs of the subscription lights. The
Scars Canada F3oard ofDircctors is irraking nn rccoi7nncndation whatsoever regarding yom cx~rcisc ofthc subscription rights. Srockholdcrs who cncrcisc subscription rights
will incur invcstmc nt risk nn new rrx~ncy invested. Neither Scars Canada nor Scarrs Holdings can predict the price at which Coimnon Shares will trade after the Rights
OfTcring. The nrarkct price for Coimit~n Shares rrpy decrease to an amount below the subscription price, and, ifyou purchase shares of Coitmm~ Shares at the subscription
price, you irray not be able to sell die shares in the fuhirc at the same price or a higher p~icc. Moreover, the ~r~rkct price for the Coi7nnon Shares may increase to an amount

above the subscription price, and if you do not cw rcisc your rights you will be unable to participate in this appreciation. You shoidd make your decision based on your
2ssessment ofthe business and financial condition ofScars Canada, its prospects for the future, the tcmu of the Rights Offering and the infonrnCion contained in this
prospectus and in the documents incorporated by reference into this prospectus. Scc "Risk Factors" fora discussion ofsomc ofthc risks involved in investing in Corrnnon

Shares.

FSLbcncficially owns approxinxatcly 4R.5% ofSHC Stock. Edward S. ta~rgrcrt is the Chairman ofthc Board and Chief ~ cutivc Officcrof Scars Holdings xnd Chaimlan
and ChicfErccutivc Officer of FSL Investments, lnc. Aftcrcor~lction ofthc exercise of the basic subscription ~i~hts in the Rights OtTcnng, ESLis cq~cctcd to own between
appmximatcly 45.0`% and /+7.0% of Scars Canada Notwithstanding GSL's' stated in[cntions, neither Scars Canada nor Scars 1-loldings has any agrccirnnt, armngcincnt or
understanding with ESL as to the cMent of ESCs c~rcisc of its over-subscription privilcac. If ffiLc~rciscd its basic subscription right as well as the oversubscription right
in full, and no other stockholder c~rcised its su6sciiption lights, ESL would own between appro~rr~itdy 67.2% and 69.2%ofthe Cci~~arxm Shares. You should not view the

inrontions ofESL including the intcntio~~s of Mr. Cdn~crt, as a rcconmicndation or other indication, by thcmor any mcmbcrofthc Scars Holdings board ofdircctors or the
Scars Canada Board of Directors, regarding whether the exercise of the subscription rights is or is not in your best interests.

How do 1 exercise ~~~ srrbscriptinn rights ij7 nin n registered holder nfSHCStock?

lfyou arc e rcoistcrcd holdcroCSHC Stock and you wish to p~urticip2tc in the Rights OfTcring, you must take the following steps

dclivcrpayment (1s set f'mth below) to the subscription agent before 5:00 p.m. Ncw York City ti~m. on November 7, 2014; and
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deliver a properly coirg~ktcd and duly c~cutcd lights cciYificatc to the subscription agent before 5:(X) p.in, New York City tinx, on ~ovmnbcr 7, 2014.

In ccttain cases, you fray be required to provide additional documcntxtion or signatm~c gua~antccs

You nray exercise your subscription sights any tii~ after your receipt ofthc subsmiptim~ sights certificate and before the crpiruion date. Plcas'c follow the delivery

instructions on the sights' cc~tificatc. Db not dclivcrsubscnption docim~cnts, the sights ccrtificatc orpayrncnt to Scars Holdings or to Scars Canada. The risk oFdclivcry to
the subscription agent of your subscription documents, rights certificate and p~ymcnt is bomc by you, and not by Scars Canada, Scars Holdings m'thc subscription agent.
You should al]ow sufficient time for delivery ofyour subscription ~t~terials to the subscription agent so that the subscription agent mccivcs thcmpnor to 5:00 p.m.
New York Gity time, on ~lovcmbcr 7, 2014.

You must tiincly pay the full subscription price in li.S. dollars fiir the full number of'sharcs ofConmwn Shares you wish to acquire in the Rights Oticring. including any
shares you wish to acquire pwsuant to the over-s ubscnption privilcga You must deliver to the subscription agent paynxnt in full, by cashier's orccrtificd check drawn

upon a United States bank payable to the subscription agent at the adclress set forth below bciorc the c~iration ofdu Ri~,hts O~lcnng period. Pcrsmial checks will not be
accepted.

How do I participate rn the Riglus (~Jering if my slmres rtre luld in the nnme of'a broker, dealer, c~rstodian bunk or other nond~ue?

[fyou hold yoiu'shaits' of SHC Stock in the nartx ofx broker, dealer, custodian bank orothcr noirtincc, then your nominee is the record holdcroFthc shares you own.
The record holder must exercise the subscription lights on yom' bch~lf in accordance with your instructions. Ifyou wish to piu~chasc Coitnnon Sh2res through the Rights
Offering, you should contact yourbrokcr, dealer, custodiln bank or nominee as soon as possible. Plcasc follow the instnictions oFyour nominca Yoiu~ nominee nay
establish 1 deadline that rr~y be before the c,~pi~ntion date ofthc Rights Offering. ICyou receive but do not sell ore u,rcisc the subscription lights before they c~irc you may
be subject to advc~sc conscqucnccs. Scc "Risk Factors—Risks Relating to the Rights OReiing—[fyou arc a U.S. t2~aycrand receive but do not sell or exercise the
subscription right before they c~irc you nr~y be subject to adverse L.S. federal incmnc taxconscqucnccs".

How do I exercise strGscription riglus tlult were purchased during the ssbscriptio~r period?

Ifyou purchased subscription rights during the subscription period through a broker, dealer, custodian bank or othcrnomincc, you will not receive a rights certificate.
Instcacl, yow-brokm~, dealer, custodian bank or othcrnorrtincc must exercise the subscription rights on yourbchal£ Ifyou wish to exercise your subscription rights and
purchase Cmivnon Shares though the Rights Offering, you should contact yom' nominee as soon as possible. Please follow the institictions ofyour no~rnnca Yournomincc
limy cstablis'h a deadline that nay be bctbrc the c~i~ation cleric ofthc Rights Ofloiing.

[fyou pw'chased subscription lights during the subsmiption period directly froma registered holderofSHC Stock you should co~~tact the subscription agent xs soon

as possible rcg~rding the exercise ofyoursubsciiption sights. Please follow the insmictions ofthc subscription agent in order to properly exercise your subscription lights.
Scc "Dcsciiption ofthc Rights Off~~ng Mctha~ ofE~rcising Subscription Rights".

When will ]receive my subscripliorr rig/Us certificate?

Proir~ptly after the cleric ofthis prospectus, the subscription agent will send a subscription lights ccrtificatc to each registered holder ofSHCStock as ofthc close of

business on the Record Datc.
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blsed on the stockholdcrrcgisuy nvintaincd by the tmnstor agent for SNC Stock. Ifyou hold your SHC Stock in the name ofa broker, dealer, custodian bank orothcr

nominee. you will not receive an actual subscription rights ccrtificata Instead. DTC will cicctronictilly issue one subscription right to your nm~~incc record holder forcvcry

share of SHC Stock that you bcncficially own as of the Record Datc.



What form ofpaynrnl mres7 / ecse to pa~~ the srrbscrrption price?

You must titrx,ly pay the full subscription price in U.S. dollars forthc full number ofCo~rm~n Shares you wish to acquire in Chc Rights Offcnng. including eny shares
you wish to acquire pursuant to the over-subscription privilege. You must deliver to the subscription agent payrrcnt in full, by cashier's orcertified check drawn upon a
United States bank payable to the subscription agent at the addross set forth bc1oH~ before the c~iration of the Rights Offering period. Personal checks will not be accepted.

Ifyou send a subscription payix~nt that is insu~cicnt to purchase [hc nwnbcr ofConunon Shares you requested, or ifthc nwnbcr ofshares you requested is not
speciticd in the rights certificate or subscription documents, the payment received will be applied to exercise your subscription rights to the fiillcst cMent possible based on
the amount of the paynxnt roccivcd, subject to the availability of Corrnnon Shares under the over-subscription privilege and the clirrnnation of fractional shares.

Ifyou send a subscription payment that c~ccds d~c amount necessary to purchase the numbcrofCorrmnn Shares for which you have indicated an intention to
purchase, then the rcrr~ining arrwunt will be rctumcd to you by the subscription aacnt, wiChout interest or penalty, as soon as practicable following the capitation of the
Rights Offering.

WJiat is the Record Ikue for the Rights OJferin~'?

Record ownership will be dctcnrnncd as ofthc close ofbusincss on October 16. 2014.

When wil! I receive ~~ry~ Cnmrra~n Shares?

The distribution ofthc Convnon Shares will be ir~idc by way ofdircct rcoisuation in book-entry fom2 No share ccrtiftctucs will be issued. Ifyou purchase Common
Shares prior to the capitation ofthc Rights Offc~ing, (i) as some as practicable aHcryour exercise ofsubsciiption ~i~hts pursuant to the basic subscription right and ovcr-
subscription privilege, the transfer agent will credit your account or the account ofyour record holder with the nwnbcr ofCorrmm~ Shares that you purchased pursuant to
the basic subscription right, and (ii) as soon as possible aftcrthc closing ofthc Rights Offc~in~, end aftcrall allocations Ind adjustrinnts conta~latcd by the tcnn5 ofthc
Rights OfFciing have been etTected, the transfer agent will credit your account or the account ofyom' mcord holder with the numbcrofConarUn Shares that you pm'chascd
piusuant to the ovcrvsubsc~iption privilege and irxail to each holdcrofsubsciiption rights who exercises tl~c over-subscription privilege any excess amount, without interest
or penalty, received in payr~nt ofthc subscription price fm~cxccss Cotrm~n Shares that arc subscribed fm by such holdcrofsubsciiption iiohts but not albcatcd to such
holdcrofsubscnptio~~ rights pu~suaot to the over-subscription privilege.

AJier /exercise my subscription riglus and send in my payment, naray / witlubaw or cancel my exercise ofsnbscriptio~: riglus?

Na fill exercises oCsubscription rights m~c iircvocablc, subject to applicable law, including statutory rights ofmscission and withdrawal, even if you latm' Icam
information that you consider ro be unfi~vorablc to the c~rcisc of yom~subscnption rights. You should not c~rcisc your subscription rights unless you arc certain that you
wish to purchase Conui~n Shares at a price oCor U.S.$250 per whole share.
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N?uet effect does t!u Rights Offering /rave on the ords7a~ulii~ SHCStnck?

The sale ofConvnon Shares in the Rights O(Fc~ing will not aHoct the annunt of SHC Stock you own or yoiu~ perccntaoc ownership ofScars Floldings. Ifyou do not
c~rcisc your subscription rights to p~n'ch~sc Common Shares, following the Rights OtTcnng you will nn lonecr retain the sairK indirect ownership interest in the Scars
Canada businesses and as well, the SHC Stock that you hold will not rcFlcct the camings, assets or liabilities ofSc~us Canada. In 2ddition.. tl~c Uading price ofSHC Stock
iinrtxdiatcly following the Rights Otloring rrr~y be highcrorlowcrthan inuncdiatdy pnorto tlic Rights Offering because Scars holdings willows fcwcrshares ofScl~s
Canada, the ongoing carvings of Scars Canada will no longcrbc consolidated in Scars Floldings' camin~s end Scars Holdings will receive cash proceeds of up to
U.S.S380 million as a irosult ofthc sale ofSca~S Canada's Corrnnon Shares (assuming the subscription rights arc exercised in full).

N'Iwt roil! Senn• Noldin~s and Senn C~uradn receive fran tlu Ri~lus OJJerirrg?

(fall of the subscription sights arc c~rciscd in full, Scars Holdings cstinzatcs that the proceeds to Scaus Holdings 6~om the Rights' Offering, before deducting cstinzitcd
offering cxpc~~scs, will be up to appro~n~itcly U.S.$380 million. Scars Cxnadx will not receive any proceeds fiomthc Rights Offcnna.

In connection with the Rights Ot7odng Scars Holdings hes agreed, among otherthings, to rcimbwsc Scats Canada for all reasonable docunxntcd c~enses incurred by
it in connection with the Rights Offering. Scc "The Rights Offering F3ackground to the Rights Offering".

Are there risks in erercrsing ury• s~rbscriplion riglus?

Ycs. The c~rcisc ofyow subscription rights involves risks. Fxcrcising yoursubsc~iption sights involves the purchase ofConui~n Shares. You should consider this'
invcsumnt as carefully es you would considcrany othcrcquity invcshrant. Among othcrthings,you should carefully considcrthc risks described undcrthc heading "Risk
Factors" in this prospectus.

~1l the rights be lister/ oar a securities erchui~e?

No public n~rkct cu~rcntly cysts forthc subsmiption ngl~ts. The subscription rights arc transferable dining the course of the subscription period and Scats Holdings'
application to list the subscription rights for u~~ding on the NASDAQ w~derthc symbol "SH[.DR" has been approved. Scars Canada's application to list its Connnon Shares
nn the \ASDAQ undcrthc symbol "SRSC" has been approved. Scats Floldings cwrently c~ccts that the subscription rights will begin to trade on the NASDAQ on the
first business day following the dishibution ofthe subscription sights, and will continue to trade until cbsc ofbusiness on November 4, 2014, the third business day p~iorto
the scheduled c~iration date ofthis Rights O~Tciing (orit'the ot7cr is e#ended, nn the fourth business day innnediatcly pnorto the cMended c~ii.~tion date). As a result,
you nny transferor sell your subscription sights ifyou do not want to purchase any Conui~n Shares through the Rights Of7cting. However. the subscription rights arc a
new issue ofsccuntics with no prior tiacling market, and Scars Holdings cannot provide you with any assurances as to the liquidity ofany trading ~r~~rkct for the
subscription rights or the rrnirkct value ofthc subscription rights.

On wlrut securities ~rchnnge(s) will Set~rs Crurnda's Cameron Slueres be listed?

The Conv~an Shares arc listed on the TSX. Scc "Market for Sccu~itics". In com~ection wide d~c Rights Offc~in~, Scars Canada's application to Iist its Corrnnon Shares on
the NASDAQ underthe symbol "SRSC" has been ~pprovcd. Seers Holdings cannot predict the t~adin~ prices for Sews Canada's Coirmm~ Shares following the Rights
Otlb~ing. Scc "Risk Factors—Risks Relating to SHC Stock".

Tab Ic o f Con ten is
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Nothing. Scars Holdings shares will continue to be traded on the NASpAQ under the symbol "SPIED".

What ij7 want to se!! n~y~ SHCStock or n~y~ Common Slmres?

You should consult with your financial advisors, such as yow~ stockbroker, bank or t2xadvisor. Neither Scars Holdings nor Scars Canada irnikcs any rcconmx ndations
on the pu~chasq retention or sale of SNC Stock or Connrxm Shares. In addition. the trading price of SHC Stock iiTnmdiatcly following the Rights OfTe~ing ~rpy be highcr m
lowcrthan iilnncdiatcly prior to the Rights Offering because Scats Floldings will o~+m fcwcrshares ofScars Canada, the ongoing carvings of Scars Canada will no longer be
consolidltcd in Scars Holdings' carvings and Scats 3loldings will receive cash proceeds of up to U.S.~380 million as a result ol'thc sale of'Scais Canada's Corrunon Shares
(assuming the subscription sights arc exercised in full).

If you decide m sell any shares of SHC Stock before the Record Date, you will not receive any subscription tights described in this prospectus in respect ofthe shares
sold. If you own SFIC Stock at the close ofbusincss on the Record Datc and sell those shares after the Record Date, you will still receive the subscription rights that you
would be cntidcd to receive in respect ofthc SHC Stock you owned at the close of business on the Record Datc and you may be subject to adverse consequcnccs if you
choose not to exercise thcin Scc "Risk Factors---Risks Relating to the Rights Offering--Ifyou arc a li.S. ta~aycr and receive but do not sell or exercise the subscription
right bcf'orc they c~irc, you may be subject to adverse li.S. federal incoinc taxconscyucnccs".

W{wt fees or charges apply if/p~aclmse Conarron Shores in the Rigl#s Offering?

Scars Holdings is not charging airy fcc or sales conu~~issimi to issue subscription rights to you or to deliver shares to you if you cu.rcisc yoursubscnption sights. If

you exercise yoursubscription tights through your broker, dealer, custodian bank orothcr nonrincc, you arc responsible for paying any fees your intcnncdiary irciy charge
you.

NOuu are the U.S feJeru! income ltcr consegriences if7reccive and exercise a subscription rigJu?

You sho~dd discuss with your taxadvisor the taxconscqucnccs' ofrcccivin~ and exercising a subsc~iptio~ noht. Flowcvcr. iFyou receive ~i subscription right and
exercise that right, you should gcncially capcct to have (1) ta~blc dividend income equal to the fair n~rkct value (if any) ofthc subscription sight on the date of its
distribution by Seers Holdings and (~) no additional income upon the carrcisc ofthc subscription right. As a result, you nBy need to fund any taxresul~ing fi~omthc receipt
ofthc subscription right with clsh fromothcrsoumcs.

Scc "Certain United States Fcdcral Income Tux Considerations".

Whet are the U.S federal iercome ter consegr~ences if7receive arul sell a subscription right?

You should discuss the taxconscqucnccs of receiving and selling a subscription right with your taxadvisor. However. ifyou arc ~ U.S. ta~aycr end receive a
subscription right and sell that tight, you sho~dd generally c~cct to have (I) ta~blc dividend inconn equal to the Fair n~rkct value (ifany) ofthc subscription right on the
date of its distribution by Scars Holdings and (2) short-tcnncapital gain or loss on the sale of the subscription sight equal to the dif7c~roncc between the proceeds received
upon the sak and your adjusted basis in such right on the date ofits distribution by Scars Holdings.

Scc "Certain United States Fcdc~al Income T'axConsidcrations".
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W/mt are the L!S federu! inconx tar conseyner:ces if/receive and do Prot sell or exercise the rig{u hefr~re it erpiresl

You should discuss with your taxadvisor the ta~conscqucnccs oflncci~~ing a subscription tight and neither selling nor exercising that sight. However, ifyou arc a L.S.
ta~aycr and receive a subscription right fi~om Scars Holdings and do not sell orc~misc that ngl~t before it c~ires. you should gcncially expect to have (I) t~~~blc dividend
income equal to the fairirrarkct value (iCany) ofthc subscription right on the date ofits distribution by Scars Holdings and (2) a short-tcnncapital bss upon the c~iiation of
such tight in an anx~unt equal to your adjusted tax basis (if any) in such tight. In general, capital loss'cs arc available to a li.S. ta~aycr only to oFlsct capital gains and ngy
not be used to offset dividend orothcr income (c~cpt, to the c~cnt of up to X3,000 ofcapital loss per year, in the case ofanon-coipoidtc U.S. stockholder). Accordingly, if

you receive a subscription sight from Scsirs Holdings and take no action, you nvy owe tax and need to fund that tax with cash fi~omothcr sow'ccs.

Scc °CciY~in United States Fcdc~nl L~wn~ T1xConsidurations" and "Risk Factors—Risks Relating to the Rights Oflcring Ifyou ~m a U.S. ta~aycr and receive but do
not sell or e~rcise the subscription tight befmc they eq~ire. you ~r~y be subject to adverse U.S. federal income taxconsequences".

How will l be ru~pacted if'the distribedion of riglus to one rs subject to U.S Federal withholding tax?

In cmY~in circwrstanccs, withholding taxorbackup withholding taxnr~y apply to the distribution by Scars Holdings ofthc subscription tights. Ifwithholding taxor

backup withholding taxapplics to the distribution ofthc subscription tights to you, yourbrokcr (or othcrapplicablc withholding agcnQ will be required to rcnm any such
withholding t~xm backup withholding tax in cash to the U.S. hitcmal Revcnuc Scrvicc ("IRS"). Depending on the circuimtanccs, the brokcr(orothcr applicable withholding
agent) pray obtain the fiords necessary to emit any such withholding tax by asking you to provide the funds, by using fiords in your account with the brokcror by selling
(on your bchal~ all or a portion of the subscription tights or by another imans (if any) xvailablc.

Scc "Certain United States Fcdm~l Inconn Tar Considciations".

Hor+~ do / exercise iiry srebscription rights ifl live n~dside of7he Urv[ed States or have un urnry• post oJjFce orJleet post office address?

The subscription agent will hold rights certificates for holders ofSHC Stock having an address outside the United Stxros and Canada.or who have an Arnty Post Office
(APO) address orFlect Post OHicc (FPO) address. [n ordcrto curcisc subscription tights, such stockholdcis must notify the subscription agent and tinuly follow the
additional procedures described undcrthc heading "Ikscnption ofthc Rights Otictina---Foreign Stockholders".

Tip whom slrordd I send n~• fornn aml pnyment?

[fyom~ shares arc held in the nano ofa broker, dealer orothcrnomincc. you should send yoursubscnption docurrx~nts and subse~iption payrncnt to that nominee. If

you arc the record holder, you should send yo~n~ subsmiption documents. rights cc~tificatc and subscription payrtsnt by first class mail, hand dclivory orcouncr scivicc to:

By hirst class ~rcail: By hand or overnight courier:
Computcrsharc, ]nc. Coi~utcrshar, inc.

c/o Voluntary Cocpoi~tc Actions c/o Voluntary Corpordtc Actions'
PO Box4301 I 250 Royall Stroct Suite V

Providcncc, Rt 02940.301 I Canton, MA (Y2021
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The risk ofdelivery to the subscription agent of subscription documents, rights certificates and subscription payments is borne by the holders ofsubscription rights,

and not by Scars Holdings, Sears Canada orthe subscription agent. You should allow sufficient time for delivery ofyour subscription materials to the subscription agent.

How wi!/the Rights Offeri~ affect participants ofthe savings playa sporsored within the Sears Holdiigs controlled group ofcorporatioirs7

The Sears Holdings Savings Plan and the Seas Holdings Puerto Rico Savings Plan (collectively, the "Satings Plans"),each offer an employer stock fund through

which participants (current and former Sears Holdings employees) Trey invest in SHC Stock The Sears Holdings Corporation Savings Plan Master Tmst ("SaHngs Plan

'Dust"), which holds the assets ofthe Savings Plans will receive one subscription right for each full share ofSHC Stock held m the Savings Plan Tmst as ofthe Record

Date. Sears Holdings is applying to the U.S. Department of Labor for a prohbited transaction e~mption on a retroactive basis, effective as ofthc date of the distnbution of

the subscription rights, providing reliefforthe acquisition, holding and disposition ofthe subscription rights by the Savings Plans. It is anticipated that an independent

fiduciary will be engaged foreach Savings Plan to detcmvne whether and/or when to exercise orsell the subscription rights on behalfofthe trusts ofthe Savings Plans,

subject to the terns ofthe prohbited transaction exemption. Proceeds fromthe exercise or sale ofthc subscription rights willbe allocated to Savings Plan accounts that

have a holding m the Sears Holdings stock fund as ofthe record date.

Whom should J contact if7have other questions?

If you have more questions about the Rights Offering or need additional copies ofthe Rights Offering documents, please contact Georgeson Inc., Sears Holdings

mfom~ation agent, by calling (866) 741-9588 (toll-free) or emailing SearsCanadaOHer@georgeson.com
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ABOUT TFIIS PROS PF]CT[,6 AND CAVQ2AL DISCLOS URE MATTQtS

Prospective investors should rely only on mfometion contained or incorporated by reference in this prospectus. Neither the Corporation nor Sears Holdings have

authorized any other person to provide prospective investors with different information. Ifa prospective investor is provided with different or inconsistent infometion, the

investor should not rely on such mfomation.7'he information contained on the Corporation's wcbsite is not intended to be indudcd in or incorporated by reference into this

prospectus and prospective purchasers should not rely on such infortretion when deciding whether or not to invest in the Corrnron Shares.

Neither the Coiporetion nor Sears Holdings are making an offer to sell m any jurisdiction where ffic offer or sale is not pemritted.

In this prospectus, references to the "Cotporetion", "we", "us" and "our" referto Sears Canada and its subsidiaries together with its investment injoint azrangcmcnt

interests unless the conte~¢ othenvisc requQes. All references in this prospectus to "fiscal year" are to the 52 or53-week period ended on the Saturday closest to January 31

ofcach year. "Fisca12014" refers to the 52-week period ending January 31, 20]5. "Fisca12013" refers to the 52-week period ended February 1, 2014. "Fisca12012" refers to the

53-week period ended February 2, 2013. "Fiscal 2011" refers to the 52-week period ended January 28, 2012. Scars Canada financial information included or incorporated by

reference m this prospectus for periods prior to January 29, 2010 was preparedm accordance with Canadian generally accepted accounting principles before the adoption of

IFRS.

This prospectus includes inTormation specifically protided by Sears Hol~ngs for inclusion in this prospectus, incluang the information about Sears Hol~ngs and

the Rights OfTering. See "Questions andMsNers Relating to the Rights Offering", The Righu Offering", "Description of the Rights Offering", "Risk Factors—Risks

Relatedto the Rights Offering" and "Certain United States Federal Income Tax Considerations". Although Ne believe this information to be reliade, he haae not

independently verified any of [he information and do not proHde any representadan or assurance as to the accuracy or completeness of the information, or appropriateness

of the information for any particular purpose and, accor~ngly, ttisclaim any liability in relation to such information. We have no intention and undertake no odigatian to

update or retise any such information, whether as a result oTnewinformation, future events or other~rise.

This prospectus fours part of a registration statement on FormF-10 relating to the Corrmnn Shares that we filed with the SEC. Before you invest, you should read this

prospectus togctherwith additional information described under the heading "Where You Can Find Mom Information".

CURRENCY AND IXCHANGE RATE INFORMA770N

All references in this prospectus to "dollars" or "$" arc to Canadian dollars unless otherwise noted. AU references to "U.S. dollars" or "U.S.$" are to United States

dollazs. The Corporation's financial statements incorporated herein by inference have been prepared in accordance with International Financial Reporting Standards

("IF12S") issued by the International Accounting Standards Board. The Cocporetion publishes its financial statements in Canadian dollars. All references to exchange retcs

herein are to the c~hangc rate published by the Bank of Canada.
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The Bank of Canada noon e~hange rates (the "Noon Fycchange Rate") for the conversion ofone Canadian dollar using U.S. dollars were as follows during the indicated

periods:

(S~sted in U.S. dollars)

26wedc period aided End of Flscal Year
Au¢ust 2, 1A14 2013 2012 2011

Fi~dofperiod 0.9158 0.8994 1.0013 0.9987

High for the period 0.9404 1.0040 1.0299 1.0583

Low for the period 0.8888 0.8952 0.9599 0.9430

Average for the period 0.9146 0.9626 1.0021 1.0094

The Noon Exchange Rate on October 15, 2014 for the conversion of Canadian dollars into U.S. dollars, was $].00 equals U.S.$1.1289 and for the comecsion ofU.S.

dollars into Canadian dollars, was U.S.$1.00 equals $0.8858. The subscription price per whole Corrmnn Share was detemrined using the Noon Exchange Rate as of

Scptcmbcr26, 2014, which forthe conversion ofCanadian dollars into U.S. dollar, was $I.00equals U.S.$1.1164and forthe conversion ofU.S. dollars into Canadian dollars,

was U.S.$1.00cquals $0.8957.

WHERE YOU CAN FIND MORE INFORMATION

Scars Canada has filed with the SEC under the U.S. Securities Act a registration statement on Fonn F-10 relating to the Corrm~on Shares being offered hereunder and of



which Chis prospectus iom~s a part. This prospectus, which constihites pan ofthc rcaist~etion statcircnt, does not contain all of the infommtion set forth in s~mh rcgisVation

statcrrcnt, certain itciTa ofwhich arc contained in the c~ibits to the registration statcincnt as permitted or requirod by the niles and regulations ofd~c SF.C. Iterre of

information omitted from this prospectus but contained in the registration statennnt will be available on the SECS website at wN-w.sec.~ov.

Scars Canada files with the sccuntics commissions or sinularauthmi[ics in Canada rr~atcnal change reports, annual and quxrtcrly rcpotts xnd other infomntion. You ~rny

access our disclosure docwrcnts and any reports, statements or other infomration that we file with the sccuntics corrninssions orsimilarauthaitics in Canada through the

]ntemct on the Canadian System for Electronic Docwncnt Analysis and Retrieval, which is conm~only known by the acronym SE.DARand which nx~y be accessed at

wwwscdaccom C~pics ofthe documents incorporated herein by reference grey be obtained on request without chlrge from the Office ofthe Secretary ofSeais Canada Inc.,

290 Yongc Strcct, Suite 7(~, Toronto, Ontario, MST3 2C3. (416) 94111428 end arc also available cicctronicully 1t www.scdar.com

Scars Canada is subject to the infortrntional requirements of'thc U.S. Exchange Act oj1934, as amended (the "U.S. GScchange Act"), and, in accordance with the U.S.

Exchange Act, Scars Canada files certain reports with and fumishcs other infom~tion to the SEC:. You rr~~y read any document Scars Canada files with or furnishes to the

SEC at the SECS public reference room at Room 1580, 100 F Street N.E, Washington, D.C:. 20549. You rray also obtstin copies of the same docwmnts from the public

reference room of the SEC at lIX) F Strcct, N.E, Washington, D.C. 20549 by paying a fcc. Plcasc call the SEC at 1-800-SEG0330 or contact them at wwwscc.eov for further

intonation on the public reference room. You may also access Scars Canada's disclosure documents and any reports, statcr~nts orothcr inforniation that Scars Canada

files with the SEC through the Internet on the SECS Electronic Docun~nt Catthenng Analysis and Retrieval System, or EDCir1R, and which fray be accessed at www.scc.eov.

IFRS AND NON-IFRS MEASURES

Certain docurrxints inco~poratcd herein by reference nrnkc rofcrcncc to certain tinancial and operating perfom~ncc measures to assist in assessing the Corporation's

financial perfom~ancq
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including °same store sales" and "Adjusted EBITDn". Adjusted GBITDA and same stores s'alcs arc not rccogniud rricasures in flccordancc with IFRS. Such financial

measures do not have standard imanings prescribed by [FRS and arc therefore unlikely to be comparable to similar nxasures presented by other issuers. For infom~ition

regarding the financial nxasures used by the Corporation, sec the Corporation's ir~nagcmcnPs discussion and analysis rclatin~ to die audited consolidated fi~~ancial

sttitcincnts ofthc Corporation for Fisca12013 (the "2013 MD&A"), which is incorporated herein by reference. Scc "Docun~cnts fncoiporatcd by Reference".

I)OCUMEtiT5 I~ICORPORATFD Rl' RI:PL72GtiCG

The Following documents, is filed with the various securities cortnnissions or similar authorities in the provinces and tcrritoncs of Canada and, subject to certain

c~tcptions dcscnbed below, with the SEC; ire specifically inco~po~atcd by reference into and fomian integral part ofthis pros~cctus:

i~ the annual infmnmtion fom~ofScars Canada dated March I3.2014 (the "AIF');

mana~cment proxy circidarof Sans Ca~tada dated March 13. 2014 in rospcet ofScars Canada's annual and special meeting ofsharcholdcrs held on ApiiI24,

2014:

3~ the audited consolidated financial statements of Scars Canada together with [hc Rcpm2 of h~dcpcndcnt Registered Public Accounting Finnthcrcon end the

notes thereto for Fisca12013 (the "2013 Annual Iinancial Statements")and Fisca12012 (the °2012 Annual Fnancial Statements");

4~ the 2013 MD&A;

5~ the unxuditcd consolidated financial statcm: nts ofSca~s Canada together with the notes thcroto as at and f'orthc 13 and 26-week pc~iods ended August 2,

2014 (the "Q2 Financial Statements" and ro~ethm~ with the 2013 Annual Financial St.rtements and the 2012 Aimual Fin2ncial Statements, the'Tnancial

SCatements");

6- rnlnaacirnnt's discussion and analysis ofSca~s Canada for the I3 and 26-week pcnods ended August 2, ?014 (the "Q2 NID&A", and together with the 2013

MD&A, the "MD&A"); and

~- the rr~~terial change report of Scars Canada dated October 6, 2014 in respect of the Offering.

Anv statement contained in a document incorporated or deemed to he incorporated In' reference in this prosExctus gill he deemed to be mocti£ed or superseded, f'or [he

purposes of this prospectus, to the extent that a statement wntained herein, or in an} other suhsequentiy filed document w}~ich also is or is deemed to be incorporated t»

reference herein, mo~fies or supersedes thatsCatement The modifying orsuperscding statcnx,nt aced not state that it has nx~dificd or sapcncdcd a prior statement or

include any other infonr~ition set forth in the docwr~nt that it ~mdifics or supc~5cdcs. The nuking of a modifying or superseding st~tcnxnt is' not to be dccrrcd an

admission for any purposes that the modified or supc~scdcd statement, when made, constituted a misrprescntation, an unmic statc~nnt ofa material fact or an omission to

state a iriatenul fact that is required to be stated orthat is necessary to rrc~ke a statement not misleading in light of the circunatances in which it was n~~de. Any st~roment so

imdificd or supe~scdcd will not, c~cpt as so nndifcd or supc~seded, be deenxid to constitute a part of this prospectus.

Any documents oFthc types rcfcnnd to in du preceding paragraphs I through Z all nr~te~ial change reports (eluding confidential ntiterial change reports),

co~~~~ativc interim financial statements. compa~ativc tuinual financial statements and du auditors reports thereon, all nranagcmcnt discussion and analysis ofthc financial

condition and rosults ofoperation and information circulars which arc filed by the Corporation with a sccmitics convnission or similar regulatory audionty in any ofthc

provinces or tc~nto~ics ofCanada after the date of this prospectus and prior to the tcmunation ofthc disUibution ofthc Rights Oflcnng shall be ciccnxd to be incorporated

by reference into this
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prospcctus.ln addition, to the ca2cnt that any docmi~nt or infom~ation inco~poiated by reference in this prospectus is included in any import on Foim6K.Form4(LF,

Foim2(~F, Form 10.K. Fom~ 14Q m' Fonn 8-K (a'any respcctivc successor form) that is filed with m~ furnished to the SFCaftcrthc date ofthis prospectus, such docuircnt or

inforr~tion shall be dccnxd to be uicomorntcd by reference as an c~ibit to the registration statcinent of'which this prospectus fomu a part. [n addition, we may incorporate

by rcferc~cc into this prospectus infom~itimi fromdocunnnts that we file with m~ famish to the SECp~nsuant to Section 13(a) or IS(d) ofthc Securities Ea~chnnge Act qJ~

1>34, as amended.

FORWARII[AOKING STATFMFTTS



CcrYain infonmtion in this prospectus and the docwncnts incorpmatcd by reference in this prospcetus is forward-looking and is subjcet to iixiportant risks' and

unccitaintics. Forward-looking information conccros, among other things, the Corporation's future financial perfon~mcc, business strategy, plans, expectations, goals and

objectives, and includes stutcrrz nts conccming possible orassumcd future results set out under"Description ofthc Business of Scars Canada--Business Strategy",and
"~thcr Rcccnt Developments" and "Impact on Sc1is Canada ofthc Salc o1'Coiruran Shares under the Rights Offering".Often, but not always, forward-looking infomration

can be identified by the use of words such as "plans", "c~ects" or "does not expect", "is c~cctcd", "scheduled", "estimates", "intends", "anticipates" or "does not

anticipate" or "believes", or variations ofsuch words and phrases, or statements that certain actions, events orresults "may", °could", "would", "might" or "will" be taken,

occuror be achieved. Although the Co~po~ation believes that the estimates reflected in such forward-looking infonrntion arc reasonable, such forward-looking infomwtion

involves known and unknown risks, uncmtaintics and othcrfacto~5 which may cause actual results, perfom~mcc orachicvc~m~~ts to be materially different from any future

results, perfomianee or achievein nts expressed or i~rq~licd by the forward-looking infommtion, and undue reliance should not be placed on such infomption.

Factors which could cause actual results to diffcrmatcrially from current c~ccCations include, but arc not Iiitntcd to: the Co~poiatiods inability to compete cflcctivcly in

the highly competitive retail industry; wcakcrbusincss perfomrancc in the fourth quarter; the ability ofthc C'o~o~ation to successfully irrq~lcmcnt its strategic initiatives;

changes in consurrcr spending; ability to retain scniormanagcmcnt and key personnel; ability ofthc Corporation to succcssfidly manage its inventory levels; custmncr

preference toward product oHbrings; the results achieved pursuant to the Corporation's credit card marketing and servicing alliance with JPMorgan Chase E3ank, N.A.

(Toronto E3ranch), ("JPMorgan Chase"); ability to secure an agrcerrcnt with a financial institution for the npnagement ofthe credit and financial services operations on

tcrrm and conditions as favoiabic ro us as those we currcnNy have undcrour credit card n~arkcting and servicing alliance with JPMorgan Chase; disruptions to the

Coipo~ation's coi~utcrsystens; economic, social, and political instability in junsdictim~s where suppliers arc located; structural integrity and firo safety of foroign fictoncs;

increased shipping costs, potential transportation delays and inCcmiptions; damage to the reputations ofthc brands the Corporation scils; changes in the Corporation's

relationship with its suppliers; the Corporation's reliance nn third parties in outsourcing an<mgcincnts; willingness ofthc Corporation's vendors to provide acceptable

paynxnt tcnm; the outcorrc ofproduct liability claim; any significant sccmiry coirq~romisc orbrcach ofthc Corporation's customer, associate or Corporation infom~tion;

the credit worthiness and financi~il stability of[cnan[s, partnc~s and co ~m.mgcis, with respect to the Corporation's real csta[cjoint airdngcmcnts: the outcoinc ofpcnding

Icgal proceedings; corr~liancc costs associated with cnvironnxntal laws and regulations; maintaining adequate insurance coverage; seasonal weather pattcros; ability to

imkc, intcg~am and rr~intain acquisitions and invcsumnts; ~cnc~al economic conditions; liquidity risk and failum to fulfill financial obligations; fluctuations in foreign

currency exchange rntcs; the credit worthiness and financial stability ofthc Co~poiation's licensees and business' panncis; ~ossiblc limits on our access to capital nrarkcts

and other financing sources; intcrost rate fluctuations and other changes in funding costs and invcstn~nt inconx; the possibility ofncgativc
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invcsunent rctums in the Corporation's pension plan or an increase to the defined benefit obligation; the irrq~airmcnt ofintangiblc and other long-lived assets the possible

finum tcrtnination ofccrtain intcllcctual propcny rights associated with the "Scars" name and brand names ifScais hloldinos roduccs its interest in the Corporation to Icss

than 10.0`%; potential conflict of interest ofsomc of~dircctors and cw cutivc officers ofthc Corporation owing to thcirownciship oPSHC Stock; possible chanocs in the

Co~pm'ltion's ownership by Scars Holdings and other significant sharcholdc~s; productiviCy iny~rovcnsnt and cost reduction initiatives and whether such initiatives will

yicid the expected benefits; competitive conditions in the businesses in which the Corporuion participates; new accounting pronouneenxnts. orchanges to ensting

pronounccmcnts, that iirq~act tl~c imthods we use to rcpon our financial position and results fi'omoperitions'; unccitaintics associated with c~itic2l accounting assumptions

and cs'timates; and changes in laws, rules and regulations applicable to the Corporation. lnfom~ition about these factors, other maten~l tactois that could c2use actual

results to diticrn~rtciially fromc~cctations and about irnteriel factors or~ssun~tions upplieci in preparing forward-looking infontnition, n~~y be found in this prospectus.

and elsewhere in the Corporation's filings with securities regulltois.

All ofthc forward-logking statements included or incoiporlted by reference in this prospectus arc qualified by these cautionary statenxnts and those ~rede in the "Risk

Factors" section ofthis prospectus. Ihosc made in d~c "Risk Factors" section ofour AIF and those made in the "Risks and Unecrtaintics" section of the MD&A. and our

other filings with the secw'ities commissions orsimil~rautho~itics in Canada that arc incoiporatcd by reference in this prospcetus.7hcsc factors arc not intended to

represent ~ complete list ofthc tacto~s that could affect us; however, these factors should be considcrcd carcfiilly, and readers should not place undue rclitmcc on fo~ward-

looking statcircnts n~~dc herein or iii the documents inco~poratcd heroin by rcfcrcnca The forward-looking infomation in this prospectus. unless othcn~~isc indicated. stated

~s ofthc date hcrcofand arc presented for the purpose ofassisting investors end othci5 in undcistanding the Coipoiation's financial position and insults ofoperations as

well as the Corporltion's objectives and strategic p~iontics. and rmy not be appropriate Cor other pwposcs. The Corporation does not undertake any obligation to update

publically or to revise any forward-looking infonration. whether as t~ result ofncw infonmtion, firtum c~ cats or othcnvisc, c~cpt as rcquircd by law.

F1~ORCFMftiT OI' C,4NADIAti JU[X:NIE7VTS

Scats Holdings is organized imdcrthc laws ofa foreign jurisdiction Ind resides outside ofCanada. Although Scars lioidinas has appointed Oslcr, Hoskin &Harcourt

LLP, 100 King Stret West, Toronto.Omario, as its agent for service ofprocess in Canada, it ~rny not be possible for invcstoi5 to cntorcc judgments obtained in Canada

against Scars Holdings. In addition. it nray not be possible to cnforccjudgnxints against Scars Iloldinas obtained in Canadian courts prcdicatcd upon the civil liability

provisions of ~pplicablc securities laws in Canada.

Certain oCthc ofliccis and directors signing the ccrtificatc to this prospectus reside outside ofCanada. Fiuthcmx~m, substantially xll ofthc assets ofthcsc individuals

may be located outside ofC~nada. Although these individuals have 2ppointcd Scats Ctmada. 290 Yongc Strcct, Suite 700, Toronto. Ontario. as their respective agent for

service ofproccss in Canada. it irgy not be possible Corinvcstois to ctFcct sc~vicc ofproccss within Canada upon these individuals. In addition. it may not be possible to

cnforccjudgmcnts against these individuals obtained in Canadiln covets prcdicatcd upon the civil liability provisions ofapplicabic securities laws in Qmacla.

F~1lORCFABILITY OF O.S. CIVIL, LIABILITIES

The CUipoiation is a corporation incorporated under the Canndn Business Corpora~rons Act ("CBCA"). Certain of the (oiporation's directors. and some of the c~crts

named in this prospectus, arc residents of Canada or otherwise reside outside the United States. Concwmnt with the filing ofthis
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prospectus. the Corporation has appointed ~n agent for sc~vicc ofproccss in the linitcd States (described below), but it may be difficult for shareholders that reside in the

United Stems to cff ct service within the United States upon those directors at~d c~crts that arc not resident in the United States. [t imy also be difficult for shareholders
that reside in the United States to realize in the United States uponjudgr~nts of~couns ofthc United States predicated upon the Corporation's civil liability and die civil

liability of its directors, offices and c~cirts ~mdm'thc G.S. fcdcnil securities laws. The Corporation has been advised by its Canadian coimscl, Torys LLP, that ajudgnxnt of

a U.S. court prcdicatcd solely upon civil liability under U.S. federal secmitics laws or the securities or"blue sky" laws' ofnny state within the United States, would probably

be cnforccablc in C"anada ifthc G.S. court in which thcjudgmcnt was obtained assunxd jurisdiction on the saim basis that a covet in Canada wo~dd assurrc jurisdiction. The

Coipoiation has also been advised by Torys t~LP, however, that there is substantial doubt whether an action could be main[eincd in Canada in the first instance on the basis
of liability prcdicatcd solely upon U.S. federal securities laws.

The Corporation has filed ti~ith the SF..C, concun~cntly with its registration stsitcmcnt on Fonn F-10 ofwhich this pros~cctus is a part, an appointnxnt ofagcnt for service
ofproccss on Fm1n F-X. Under the Fonn F-X, the Corporation has appointed Toiys [1~P as its agent for service ofproccss in d~c tini[ed States in connection with eny

investigation or iidministrativc proceeding conducted by the SEC; and any civil suit m'action brought against or involving the Corporation in a L.S. court arising out ofm-

rclatcd to orconccming the offering ofthc securities undcrthis prospectus.
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DESCRIPTION OF THE S FARS CANADA BUS IM1 FS S

Description of the Business

Conrparry Overview

Seas Canada is a rmilti-fom~at rctailcr and, as of October 14, 2014, h1s a network total of 113 Full-Lii~c depannxnt stores, 307 specialty stores (including 47 Scais Holm
stores, I 1 Oudct stop s, four Appliances and Mattresses stores, 22? Ho~mtown Dcalcr stores operarod imdm' independent local ownciship and 34 Corbcil srores), 1,378
catalogue merchandise pick-up bcations and 96 Scars Tnvcl ofticcs.

Scars Canada's co~poratc wcbsitc is located at www.scars.ca. Our Annual Repotts arc availablq free ofchargc. through the "Repotts" portion ofthe Investor
Infomxation section of the Scars Canada wcbsitc. Scc "Where You Can Find Morc Infom~ation".

Brsiness Overview

Nlerchnndising Opernlions

The Corporation's rrcrchandising segment includes the sale oCgoods and services through the Corporation's retail chaimcls, which includes its Full-Line, Scars Hoinc,
Horm~town Dealer, Outlet, Appliances and MatU'esses. Corbcil Electriquc Inc. ("Corbeil") storos xnd its Direct (catalogue/intcmct) channel. Coirnnission revenue includes
travel, ho~rc improvcim~nt services, insurance and perfomlance payments received fi~om JPMoraan Chase imdcr the Corporation's long-tcnn credit card rr~rkcting and
servicing alliance with JPMorgan Chase. The Corporation has amulti-year licensing anangcmcnt with TravclQ~ands Inc. ("Tra~elBran[k"), (fomicdy known as Thongs
Cook Canada Inc.), under which TnwclBrmds owns and ~rianagcs the day-to-day operations ofall Scars Travel o~ccs and provides corrvnissim~s to the Corporation.
Licensee f c revenues arc carq~iiscd ofpaymcnts received from licensees that operate pnr~uily within the Corporation's stores.

Retni! Chan~eel

Full-Line Department stores—Scars Canada's Full-Line Department storos arc located in ~n'ban and sub~n'ban enclosed shopping centrs. The i~jor merchandise
catcgoncs include the following:

Apparel & Accessories--women's, men's and children's 1ppairol, nursery products. cos~~tics, jcwel~y, footwear and ~ecessoiics.

Hoinc & Hardlincs--~~ijorapplianccs, incluc(infl rcfiigeration, laundry. rmgcs. dishwashc~s and microwaves, as well as home furnishings and rrnttresses,
home decor, outdoor' power, hxrdwarc, cicctrmiics, toys, fimcss & rcctnation. floorcarc and scasaial products.

Although ~mrchandisc varies by store. over Fiscal 2013. the nxrchandisc sales mixbctwecn the two nwjor catcooiics arc approxinmtcly 6Q(P/ Apparel & Acccs'soiics
~md 40.(P/ Honx & Hardlincs.

FuII-Line Depammnt stores include ~ Scars Canada catalogue mcrcl~andisc pick-up location. Scars Travel otTiccs' and licensed businesses, such as optical cc~tres and
pori~<~it studios. arc also located in n~3ny ofthc Corporation's Fu II-zinc Department stores.

Sears Home stores—Scars 1-loir~ stores arc typically located in power centres and present an c#ensivc selection of tlimiturc, i1~[tresses znd box-springs, and ~rrajor
appliances, as well as a limited sdcction ofcicctronics. The irrijority of[hcsc stores range in sips from35,OW [o (~,(A)0 squaw feet. Dining Fisca12013, almost all sales in
Scats Honx stores were in the f-lomc and H~rdlincs category.

Hometown Dealer stores—Scars Ilonxtown Dealer locations arc priir~uily indcpcndcndy opcmted and otTcrngiorapplianccs, fumitin~c. irettrcsscs and box-springs.
cicctronics. outdoorpowcr equipment as well as a catalogue nxrchandisc pick-up location. Most Honxtown Dcalcrstores arc heated in
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nmrkcts that lack the population to support aFull-Line department stow. Dining Fiscal 2013, almost ~ll s:dcs in Homctoti~~ Dcalcr srores were in [hc Honr Ind Hardlincs
category.

OuNet stores—Scats Outlet stores offer clea~~mee rrxrchandise, particularly fi'omdic Corporation's Full-Line Depaitnxnt stores and Direct cl~anncL as well as s~uplus
big-ticket items fromall chvmcls.

Corbeil—C orbcil is a chain ofmajor appiiancc specialty storos located throughout Qucbcc, the GrcatcrToronto Aroa and Eastern Ontario. Thcrc arc 34 stores in the
chain, 16 of which arc fi<mchiscd. The chain also includes one liquidation ccn[m and one ciistiibution centre in MontrcaL Stores avmaoc app~nwmatcly 6,5(~ square feet in
siz..

Sears Travel—Scams Travel service operates within 96 Scars Canada locations across Canada, an online trevcl service at wwwscarstrrvcl.ca and I-86fi-FLY-SEARS,
which connects customers to the nearest geographical branch. F'romJanuary 30. Z01 I. TravclBrmds connncnccd nnnagcmcnt ofthc day-to-day opc~ntions ofall Scars
Travel offices and the Scars Travel wcbsitc.

Sears' Home Seri~rces

In 2012, Scats Canada combined Sc2ts Horx Installed Products and Services ("HIPS"), and Repair Services and Parts. ~mdcr the b~~and name Scars Hoi~ Services. In
March ?013, the HIPS business was ticcnscd to SHS Services' Managcir~cnt [nc. ("SFiS"), an indcpcndcm third party, which continued to operate under the Scars Hmnc
Services band. In December 2013. SHS entered receivership and all offers of'scrviccs provided by SHS ceased. In January ZOI4, pursuant to an orderofthe Ontario Superior
Court of,lusticc (Coironcrcial List), PiiccwatcrhouscCoopers ]nc. was appointed rccciva~, without scemity, ofall oCthc assets, undcnakings and property of SHS. Scars
liomc Services no longcroffcrs HIPS services. Repair Services and Parts. ca~ct and upholstc~y cleaning sc~viccs, and installation end assembly ofproducts purchased at
Scars Canada storos continue to be offered by Scats C'~nada under the Scars Hopi Services brand.

Direct Ginienel

The Co~po~ation's Diroct channel is contp~iscd ofits catalogue business, which is Canada's largest general ircrchandisc catalogue business, and Scars.ca, one of
C<madtis leading online shopping destinations with over 100 million visits in ~isca12013. With two distribution centres cxclusivcly dedicated to s'crvicinc the Direct channel
and 1,378 catailoguc merchandise pick-up bcations nationwide. Scars Can~ida can dclivcrordcis in most areas oftl~c comitry. Ch~dcrs can be placed by telephone at t-SO(~26-



SEARS, by rreil, by fad online at Sears.ca or m person through Sears Canada stores and catalogue agents. As at October 14, 2014, I,Z 12 of the total 1,378 catalogue ~ O
merchandise pick-up locations were independently opereted under local ownership, with the remaining 166 units located within Scars Canada locations.

Catalogue—In Fisca12013, 16 different catalogues were distributed throughout Canada. In addition, during Fisca12013, Sears Canada distributed I 1 Specialogues
designed to offer more seasonally relevant mcrehandise to specific customers.

Sears.c~The Corporation's website, Sears.ca, enables the Corporation to provide new merchandise offers directly to intemet customers and highlights the
Corporation's c~ensive gencrel merchandise selection. In Fisca12013, the Corporation continued to invest m its online capabilities to miprove the user experience, and
engage new customers and demographics. Scars Canada is corrnrrittcd to maintaining its reputation as a trusted Canadian retailerby focusing on customerprivacy, sacurity,
and satisfaction when shopping on Scars.ca.

Logistics

National I.ogisdcs Centres ("N[.Cs"~Seazs Canada operates six logistics centres located across the country. The logistics centres am comprised ofseven owned
and three leased warehouse facilities
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which serve all channels ofthe business. The total floor area ofthese bgistics centres was 6.5 ndllion square fact at the end ofFisca12013, ofwhich 5.6 rrrillion square feet is
devoted to warehouse and logistics operations. The rerreinder ofthe space is utilized for other Sears Canada operations, including call centre services. One ofour Regina,
Saskatchewan, logistics centres is in the process ofbcmg replaced by a new logistics centre m Calgary, Alberta.

S.LFL Transport Inc ("SLH"~The Corporation's whollyowned subsidiary, SLI-I, transports merchandise to stores, catalogue me~handise pick-up locations, and
directly to customers. SLH is responsble forproviding logistics services for the Cotporatiods merchandising operations by operating a fleet oftrectors and trailers to
provide carrier services for Sears Canada and contract camerservices to corrmiercial customers who arc unrelated to Sears Canada. Slll also provides transportation
services for Sears Canada suppliers both domestic and U.S. as well as a full range of asset and outsourced freight management solutions to a diverse third party customer
base. The arrangements with third parties increase SLI-Ps fleet utiliration and improve the efficiency ofits operations. SLH has developed a nationwide dismbution network
to provide better and more consistent service to its customers.

As at October 14, 2014 and the end ofFisca12013, Fisca12012, and Fisca120] 1, the Corporation's locations were dismbuted across the country as follows:

ns a~ ns at nc ac ns a~
Oc[oba 14, F~ruary 1, February 2, January 28,

2014 2014 2013 2012
Atlantic uPbec Ontario Preiria Padfic Total Toll Tmal Total

Full-Line Dcpmmimt 12 27 40 20 14 113 IlR I18 122
Scams Home storts 2 1 I 19 10 5 q7 4K 4R 4R
Duda srores I 1 6 1 2 11 1 I I I I l
Spaialry type: Appliar~co and Martmsses
s~o~s — — 3 1 — 4 4 4 4

Corporate stores IS 39 68 32 21 175 IR1 181 185
Hort~efown Deals stores 45 21 47 S9 39 ?Il 234 261 285
Sears Home Savica Showrooms — 2 3 1 2 8 R 9 13
Codxil Frm~chisc sto~ev — 13 2 — — 15 1F 17 19
Co~beil Colporme srorts — 13 6 — — 19 18 16 I1
Corbel — 26 K — — 34 34 33 30
NLCs — 1 2 2 1 6 6 6 6
Travel offers 7 22 37 16 14 9( 97 101 IOR
Catalogue n~etd~andise peel:-up laafions 191 322 387 344 134 1,378 1,393 1,512 1,734

To date in Fiscal 20]4, the Corporation has closed one Home Store, 23 Hometown Dealer stores, one Travel office, and 15 Catalogue merchandise pick-up locations.

In Fisca12013, the Cotpoiation closed 28 Hometown Dealer stores, fourTravel offices, and 66 Catalogue merchandise pick-up bcations. The Coryontion also opened a
Hometown Dcalcr store. Five Full-Line stores were closed during the first quarter of 2014 as a result of lease temrinations that occurred during Fisca12013 and an additional
two Full-I~ne stores will be closed during the fist quarter of 2015 as a insult of lease temvnations that occurred during Fisca12013.

In Fisca12012, the Corporation closed four Full-line stores as a result ofthc lease temrinations and lease amendments that occurred duimg the year. The Corporation
also closed 222 Catalogue merchandise pick-up locations, 24 Hometown Dealerstores and 17 Floor Covering Centres. During the second quarter of2012, CantrexCcoup Inc.
("Cantrex")was sold.

[n Fiscal 2011, the Corporation opened 20 Hometown Dcalcr stores and 3 Catalogue recrehandisc pick-up locations. The Corporation also cbsed three Hometown Dcalcr
stores, three Floor Covering Centres and 91 Catalogue merchandise pick-up locations.
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Rea! Eslale Jaint Arrangements

As at Febmary I, 2014, the Corporation had joint arrangement interests in three shopping centres across Canada and recorded these interests in the Coiporetion's
financial stater~nts. Joint azrangement interests m the shopping cantina ranged from 15.0%to 20.0°/, and wain co-owned with Ivanhoe Cambridge Properties ("hanhoB").
Seams Canada was not involved in the day-today management ofthe shopping centres, but the major decisions mgarding these joint arrangements requQed the unanurous
consent oflvanhoe and the Corporation

The primary objective ofthc Corporation's real estate joint arrangements was to ma~n~ the returns on its investment in shopping centre real estate. Sears Canada
reviewed the perfortmnce ofthese joint arrangements on a regularbasis. Shopping centres wcic considered noncore assets.

During the fourth quarter ofFisca12013, the Corporation sold its interest in the properties coowned with The WestcliffCsoup ofCor~panies fortotal proceeds of
$315.4 rmllion, recogniarig a pre-taxgain of$663 rmllion on the sale. During the fourth quarter of2012, the Corporation sold its share ofassets m Medicine Hat for net
proceeds of $383 rtrillion, recogniang a pre-taxgam of $8.6 crrillion on the sale.

The jointly controlled entities and the Corporation's ownership interest in each as at February 1, 2014 am listed below:

Joint Artangenrnt Ownership
Enfily Name Properties Parh~er Inte'st

Kildonan Place Kildonan Place Ivanhoe Carrbridge 20.0%
Regionaux(Les Rivieres Shopping Centre) Les Riviems Shopping Centre Ivanhoe Cambridge ]5.0%
Regionaux(L,es Caleries de Hull) I.es Galeries de Hu0 Ivanhoe Cambridge I5.0%
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During the second quartcrof~Fisca12014, d~c Corporation sold its I5.(W/ joint airangcment intcrest in Lcs Rivicros Shopping Centre for total procccds of $33.5 million

rccoaniang a pre-t~xgain of$20.5 million on the sale which closed on J~mc 2, 2014.

During the third quarter of Fisca12014, the Corporation sold its 20.0"/o joint em~ngcnxnt interest in Kildonan Place to ~I&R Rcal Fsta[c Investment Tnist for total

proceeds of'$27J million, reco~ninng a pre-tax gain of$I I.2 million on the sale which closed on Septe~ribcr 17, 2014. The Corporation also sold its 15.0°/ joint arrangement in

Lcs C'rilc~ics do 1]ulI to Fonds do Placcm; nt Invi~bilicr Connnar for total proceeds of~$10.5 million, recognizing ~ pro-taxgain of~,3.8 million nn the sale which closed nn

September 30. 2014.

As a result of the transactions described above, which had no impact on the Scars C;2nada stores which opcinte in those locations, the Corporation no lon~cr has any

rcrrainingjoint amangcnxnt interests.

Pension FwulObligatio~rs

Sears C anada measures its accnrod benefit obligations and the fair value of plan assets for its pension plans for accounting purposes as at January 31. The most recent

actuarial valuation ofthe pension plans for funding pwposes is dated December 31, 2013.Our aggregate pension funding obligations Fluctuate f~omycarto year. Sorrx of

ourpcnsion and supplemental pension plans arc not fully fimdcd. However, each of[hc pension and supplcnxntal pension plans arc funded in accordance with applicable

law. As of December 31, 2013, the aggregate anpunt ofthc ftmding obligations associated with the registered pension plan that is not filly fimdcd was $1,373 million

($1,445 million as o1~Dcccmber3l. 2010), and the fairvaluc ofthc plan assets associated with the plan was $1.296 million (51,239 million as ofDcecrril~cr 31, 2010), resulting in

a net deficit of~appro~aimtcly $76 nnllion 0206 nrillion as of December 31, 2010) with respect to the plan (in each case, calculated nn a solvency
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basis). Our best estimate of Scars Canada's aggregate annual mandatory pension funding obligations is between LO%and 2.(P/ ofaggrcgatc plan assets which rotal

$14 million as at December 31,?013, increasing to $20 million at December 31.2014, and would be payable over 5 years. A significant increase in the Ievcl of contributions

could have a matc~ial adverse impact on our business, financial condition, results ofopc~xtions and cash Flows. Scc Notc 20, "Rctircnxnt benefit plans" to the Financial

Statements fore more detailed description ofour pension plans and the oblioetions thereunder.

Fora imre detailed description ofthe Co~po~ation's business operations and perfom~nce, seu the docwnents inco~poiated by reference into this prospectus.

Business Strategy

Dining Fisca12012, FiscaI2013 and the first halfof Fisca12014, the Corporation undertook a number ot~stratcgic initiatives to iny~rovc the perfom~ncc ofthc

Coiforation. Thcsc initiatives were designed to allow the Corporation to continue s'crving customers as a national retailer in storos and through its Direct ch~nncl.

Scams Canada's ovc~'arching goal is to imaximiu total value by using three value Icvc~s as follows:

Merchan[tising Value: Establishing a focus nn the Scats value proposition that provides' customers with a balance ofquality, piica and service. The Corponuion's

buying:md ~rerkctina shatcgics arc dcsi~ncd with a view to dclivc~ino the value propositim~ consistently an~oss III products. stores and Fomr~ts.

Operating F~7ieiencp Value: Managing c~enses pnidendy and identifying inefficicncics within the business. The Coipomtion has undertaken "right-suing" and

outsourcing initiatives and will modify business n~dcls when appropriate to ensure the si~~ ofthc Corporation is aliancd to the cwrcnt volwnc ofbusincss.

Neriwrk Optimization Value: Manmiang ret~nn on assets such as real estate and non-core bus'incsses. The Capointion will cv11u1te opportunities to monctiu non-

core assets N~hen the imrkct value of those assets exceeds the retailing value. while seeking ways to optimize aria unlock the value of the network.

Mcrchundisi~rg Valeu

The cflorts to enhance the Cmpmation's merchandising value arc driven by a value proposition cm~sisting ofbcttcr c~cution ofrotail fimdamcntals and a focus on

product dcvcloprr~nt es follows:

.Au/horrh- in Bnsics: by being consistently in-stock for high dc~7and corrnnoditics while petting seasonally rcicvnnt itc~rn on d~c selling flooron a timely

h8575;

G~~en~ Value%r Needs: by offcrino custo~mrs bettcrquality perdollarspent than they rray be 161c to get fi~omSc~rs Canada's co~rq~ctitors;

Faa~hion rind lnnova~ion n~ n Price: by seeking to be "fashion ~~levant" as a rofleetorofcunnnt trends and styles. i~ther than e fashion leader; and

• Ensr io Shop: by making store navigation casicrth~nugh improved signagc; having more edited but ibcuscd assoitnsnts; and oHc~ing more consistent

quality and siting for p~ivatc bands across categories end seasons.

The Corporation is working to i~r~rovc c~cution of'rctail fundai~ntals in:

Apparel and Accessories by (i) growing private bands aa~oss catcgo~ics. (ii) tocusino quality and value nn "(rood" and "I3cttcr" price points, with a more

balanced approach on "E3cst", and
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(iii) improvi~~g product development sourcing and qullity with focus on duty fine count~ics ofonain

Home and Hart➢ines by (i) improving the positioning ofthc Honk & Flardlines c~tegoiy with custon~cis through greater clarity ofnmrkcting imssagcs,
(ii) i.~tionali~ng SKUs by category based on a productivity assessment, (ii) increased in-stock levels through better planning and allocation procedures and

(iv) bcttcrcxccution of initiatives in stores;

Major Appliances by (i) rationaliang SKUs based on a productivity assessment, (ii) driving sales through ~rniltiple itempurcha~ses by leveraging vendor

expertise and milinc availability. and (iii) i~xq~roving retain on our nz~rkcting invcstmcnts; mid

Corporate throu~.h invcshncnts in technology infras[nicturc. ]n the fast quartcrof'2014, the Co~pomtion annom~ccd the pw~chasc ofthc (hack RMS suite of

products to enable the Corporation to provide an iny~rovcd in-stock position ofits nr~st popular itcnn, better customirs promotio~~s and iir~rovc visibility to

customers of store inventory online.
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The Corporation intends to focus on product dcvclopmcnt to dcmonstratc its continuing conunit~mnt to provide customers with high quality products at compctitivc price

points. Thcsc products include:

National brands that arc well-recognized and rcprcscnt what the Corporation believes to be Canada's most popular offc~ings as well as c~lusivc

amanacmcnts that allow us to offer ~miquc products to ourcustomcrs; and

Piivatc brands that the Corporation believes resonate with its core custonnn, including the c~lusivc collection of Canada's 13cst products, such as

AlpinctckTM wintcrjackcts and our Purc NRG''"' yoga wear.

OperatingEfftcieruy~ [value

The Corporation has undertaken a number of initiatives which arc ongoing and arc aimed at reducing fixed costs while improving operating perfottrnnce and efficiency

Right-sired the HixedCostBase: Since the start ofFisca12013, the Coipoiation reduced staffing levels in its head oflicc, the store management stmctwn and logistics

tcains by 32(7Yo, h0%a~~d 3L0°/, respectively, to align our support stnicturc with the siu and volume ofthc organvation and to take advantage ofii~rovcd intcmal

processes that have been ii~lemcntcd to increase cf7icicncy.

Implemented a Cost Reduction Program: [n Fiscal?013, the Corponuion also developed a cost reduction program with the intent of reducing adnunistrativc costs and

othcrc~cnscs by $165 million by 2016. By the c~~d ofFisca12014, the Cmpoimtion c~cets X140-145 million of these savings to be realized through hcadcowit reductions, the

outsourcing ofccitain adininistrativc functions such as accounting, payroll, call ccntros and IT, as well as process improvement initiatives.

Reduced Investment in Working Captal through Improved Inventory Management: The Corporation iny~lcmcntcd an inventory roduction prog~~m that has

succcssfi~lly dccroascd investment in inventory by $I83 million to $732 million as of August?, 2014 as corrq~urcd to the end ofthc same pcnod in Fisca12013. This reduction

includes' appro~netcly $35 million related to the cbsurc of5full-line stores. The Corporation also took action to eliminate inventory Gom store stockrooms and reduce the

likelihood of inventory becoming distressed by clearing invcntmy while still in season, in addition to moving inventory diroctly to the selling Floor upon receipt. In

conl~~nction with this clTon, the Cocponuion intends to focus nx~rc inventory investment on higher dcrrw~nd products to reduce the likelihood ofbcing out ofstock nn I<cy

itcnn.
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Netxwrk Optu~d;ntion I~rdrre

During Fisca12012, Fisca12013 and the test halfofFisc~I20I4, the Coipo~ation undertook a number of initi~tivcs designed with a ~~icw to improving the value ofthc

Corporation's network:

Monetized Certain Real Fstnte and Other Non-core Assets: In Fisca12013, the Corporation received $59I million Gom landlords t'orcady tcimination ofoperating

leases periaining to six full-line stores as well as the ~~ctail floors at the Toronto Fatm~ Ccntrc. In Fiscal 2012, the Corporation received $175 million hour landbrds forcarly

tc~mination ofoperating leases pertaining to four full-line stores. Ofthis amount. SI70 million rdatcd to the early tcnnination of'our leases at Vancouver Pacific Ccntrc.

Chinook Ccntrc (Calgary) and Rideau Ccnh~c (Chtawa). In addition, in Fisca12013. the Corporation received 5315.4 million in conjunction with the sale ofits Sp,p% joint

interest anangcimnt in eight hall properties that it co-owned with the Wcstclifl'Caoup ofCoir~anics. To date in Fisca12014, the Coiporntion has received 571.7 million with

mspcct to the sale of its ownership interests in three other properties co-owned with another joint anan~crrcnt partner.

Commenced Retiewof' Home Store Footprint: The Corporation conunanced the review of the Floir~ store channel footprint, with a view to ~ationali~c space in the

channel, while optimiang space in the Full-Line store channel.

L.e~eraged Real astute Portl'olio to Create Development Opportunities: The Cotpotation entered into two agreements with Concord Pacific Group ofCoit~anics to

pursue the develop ofthc site it owns in conjunction with ow' full-line stores 1t Metropolis at Mc[rotown in Burnaby. British Coltunbia as well as the site in conj~mction with

the Noah Hill Shopping Ccnn~c in Calgary. Alberta. Thcsc agrocmcnts contcmpiafc the sale of~a 50.0% interest in each site for considciation oP$140.0 millimi and $15 million

fm'thc E3umaby and C<~Igary locations, rcsncetivcly. as well as ~ 50.0% interest in the fiihirc profits from the dcvclopircnt ofcach site, if any. Scars Canada is not required to

provide any cash funding to the projects pursuant to cithcrofthcsc two agrccrrcnts.

Other Recent DeKloprnen[s

Cluurge of CEO

On September 25, 2014, our President and Chief F~ccutivc OFliccr, Ckiuglas C. Campbell. infonmd the Cb~poi.ttion that he intends to cosign h~om Scars Gmada by no

later than January I, 2015 and rctum to the United States to tend to pcismial family issues.

On October I5, 2014, Ronald &iirc was appoinrod as Flcting Po'csidcnt and Chief F~ccutivc Of7iccr. Mr. &~irc was most recently Erccutivc Vicc President Chief

Merchandising Officer and PresidcnL Scats and Kn~iri Fomgts. Scars Holdings. Piiorto joining Scars lloldin~s in January, 3012. Mr. Boirc was President and Chief

Ezccutivc Ofliccrat B~rookstonc, Inc., a position he held fromOctobcr.2009. Mr. Boirc joined Toys R Us in 20(Xi eventually becoming President, North Aimiica. From 2003 to

200(1, he served as Best Duy's Fxccutivc Vicc President, Global Merchandise Managcr~nd before that spent 17 years at Sony F.Icctronics Inc. in a va~icty of increasingly

senior roles.

Mr. F3oirc s'crvcs nn the Board oFRcteil Industry Leaders Association, an ads-oc~tc group in Washington. D.C. for the A~m~ica~~ retail industry. He is also Co-Fo~mdcr

and Director at Ferguson Noonan Fo~md~tion, zi non-profit corporation and educational organi~•~tion. He has MQAs fromdic Coliunbiu E3usincss School and the [tendon

Business School.

Mr. Canq>bcll resigned as President and Chief F~cccutivc O(Ticcr and as a dircetor c(Tcctivc on October 14, ?014. Mr. Cairq~bcll has agreed to work with the incomine

Acting President and Chief Ececu[ivc Officcron a~nsition through to the end of2014.
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brrnainnerrt ofMimtrea! Distribution Fiecilit}~

Managcmcnt ofthc Corporation undertook a coir~prchcnsivc evaluation of Scars Canada's logistics network for current and futuro needs, given its changing

warehousing rcquirancnts. During the third quarter of201~}, managcmcnt dctcmvncd that the Montreal Distribution Facility (the "Facility")would likely be sold or otherwise

disposed of. As such, management oCthe Corporation conducted ~rmrket research as well as appraisals ofthe Facility's land and building with the assistance of independent

qualified tl~ird parry appraisers. As ss result ofcomplc[ing this evaluation and likely sale ofthc Facility, the Corporation recorded vnon-cash irt~ainncnt loss ofapproximatcly
$45 ~n~~lion on the Facility during the third quancr of20I4, reducing the carrying value to appro~n~llcly ~kl million. The valuation ~rx;thods used indudcd the direct



capitalisation and discounted cash flow methods, and the direct sales comparison approach. The in~ainncnt Ions will be included in "Selling, xdministrativc and other

c~cnses" in the Corporation's third quarter 2014 unaudited Condensed Consolidated Statenxnts ofNct ([.oss) Famines and Ca~~rchcnsivc (Loss) Income.

Conamnced Struly nfLogistics Centre Network

Managcinent ofthe Corporation has cottmxnced a sCudy ofthe Logistics Cenhro network with the aimof inp~roving operating efficiencies in the network. Management

of the Corporation believes that it rr~y be dctcnnincd that ccnCres, in addition to Montreal (sec "Chhcr Rcccnt Dcvcloptnents Itrq~aimicnt of Monh~cal Distribution Facility")

and Rcgine Broad Street (previously ciiscloscd as held for s11c), provide capacity that is in c~css ofthc network's foreseeable needs. Accordingly, they could be considered

for disposition.

IJhferred Tax Asset Reduction

The Corpontio~ accounts for income taxes in accordance with ]AS 12: ]ncomc taxes, which requires that defetted taxassets and liabilities be rccognvcd using enacted

tax rdros For the etlect of temporary differences between the financial repotting and tax bases ofrccorded assets and liabilities to the c~2cnt that it is probable that the

Corporation will have suflicicnt taxable incoirn in the same pc~iod as the reversal ofthc deductible tiimng diflcrcnccs. Accounting standards also rcyuirc that deferred tax

assets be reduced if it is no longer probable that sufficient taxable inconx will be available to allow the benefit ofthat deferred taxassct to be utilized.

Mxnagcmcnt ofthe Corporation assesses the available positive and negative evidence to cstirr~tc ifsuf£cicnt Future ta~blc income will be generated to use the casting

defen'ed tax assets. Dwing the third quarter of2014, nranagcmcnt cvahiated potential sources ot'incoin end dctcnnincd that. as a result oCprofit before taxbcing Icss than

anticipated, it was nn longcrprobablc that sufficient taxiblc incorrx fromoperations would be available in the futw~c to allow the Corporation's Dcf'c~rcd TaxAsscts to be

fully realized. Thc~tfa'c, the Corporation recorded anon-cash reduction of Deferred TaxAsscts ofappro~ir~tcly $90 million, bcina the Cull amount ofthc cstinmtcd net

Deferred Tarassct balance at the end ofFiscal 2014 aftw' consideration ofthc seasonality of profits,which arc disproportionately higher in [hc fourth quarter. Ofthc

S90million reduction, approxiimtcly $57.0 ilnllion will be included in "Deferred incoirc tax(expcnse) rccovciy" in the Coiporatimi's third quarter 2014 unaudited Condensed

Consolidated Statements ofNct (Loss) Exmings and Coirq~rchcnsivc (Loss) Incorrc and appro~nr~tcly $33.0 million, which was initially recorded through "Other

corry~rchcnsivc income Qoss), net ofta~s" piinmiily related to the Corporation's adoption oCIAS 19 (Revised), Employee Benefits, will be indudcd in "Other corr~nc~nsivc

inconx Qoss), net oftax~s" in the Corporation's third quartcr2014 unaudited Condensed Consolidated Stt~romcnts oFNct (less) &vnings and Canprohcnsivc (loss)

Incmne. Managcrr~nt of'thc Cnipontion will continue to assess the likelihood that the defen'ed taxassets will be roalir<~ble at each firturc roporting period. and the Detci~ed

TaxAssct will be adjusted accordingly. This accounting trcaumnt has no cff ct on the Co~pmntion's actual ability to utilir def'err'ed taxasscts to reduce Future tax

payircnts.
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DESCRIPTIONOFSFARS HOLDINGS

Scars Holdings is the parent co~x~pany of Kmart Holding Coloration (" IGnart")anal Scsus. Roebuck and Co. ("Scars Roebuck"). ScaiS Holdings was fonmd as a

Delaware coipoidtimi in 20fk1 in connection with the imrgcr of Kire~rt rind Scats Roebuck (the "Merger") which took place on Murch 24,?W5. $caps Holdings is an

integrated retailer with significant physical ~md int~mgiblc assets. as well as virtual capabilities enabled through tcchnobgy. In August 2014. Scars Floldings opc~ated a

national nctN~ork ofstores with 1,870 full-line and specialty stall stores in the united States operating through Kn~nt and Scats Roebuck_ as well as full-line and specialty

retail stores in Canada opciating through the Corporation, curccndy an approumatcly SL(YYoµmcd subsidiary.

Scars 1-loldings' corporate wcbsitc is located at sea~sholdings.com. Annual Rcpons on Fom~ 16-K, Quarterly Rcpoits on Fonn 10-Q, Cu~Tcnt Reports on FonnR-K and

any aimndmcnts' to these reports arc lvailablc. 6~ec ofchargc, through the "SF_(' Filings" portion ofthc [nvcstm~ Information section of the Scars Woldings wcbsitc xs soon

as reasonably prdcticablc after they am cicctronically filed with. or fumishcd to, the SF.C.
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THE RIGHT'S OiTF121NG

Background to the Rights Oflerin~

Scars l loldinos has advised us that the background to the Rights Offering is as follows

On Octobcr29, 2013. Scats Holdings announced that it intended to work with the board ofdircctors (the "Board of Directors" or"Board")and rrnnaocmcnt ofScais

Canada wide a goal of increasing the value ofScars Holdings' interest in Sc~~s Canada and realizing significant cash proceeds to support its trmsfomgtion and to create

value for its stockholders.

On (ktobcr 39, 2013, Scars Canada entered into an aorccmcnt with The Cadillac Fairview Co~po~atioti Limited to tmminnte its Ie2ses in respect offive stm'es for

consideration of'~400 million. The hansaction closed on November 13.2013. On ~lovember 11, 2013. Scars Canada announced that it entered into an agrecinent with Montez

Incmm Properties Co~porition to sell its 50.0% joint an~ngcrrent interest in eight properties that it owned with The WcstcliffCnnup ofCompanics forconsidciation of

approxiiTntcly X315 million. On November 19, 2013, the F3om'd of Directors declared an cMraordinary cash dividcnci of $S.W per Coimi~n Share, or approximately $509 million,

which was paid nn Dc;ccmbcr6, 2013.

On May 14, 2014, Scars I~loldings announced that it was c~lonng strategic altcmativcs for its 51.0'Yo interest in Scars Canada, including a sale ofthc interest or of Scats

Canada as a whole, and Scars Holdings engaged Mcnill, Lynch, Picnic, Pcnncr &Smith Incorpo~vtcd ("Bof'A Merrill Lynch") to assist with those efforts. Scars Canada

announced that the Board ofDircctors and management intended to cooperate fully with Scats Holdings in the process to achieve value fm all sharcholdcts. Scats Holdings

and Scars Canada entered into a cooperation agrcenx nt providing for Scars Canada to make available to Scars Holdings certain confidential infonrmtion, which would be

disclosed to potential buyers who signed a custorre~ry confidentiality agrccmcnt, and to assist Seals Holdings in negotiating an acquisitio~~ U~lnsaction involving the

Co~poimtion. Scars Canada established a convrnttce made up ofits indcpendcnt directors (the "Committee") to oversee its coopemtimi and engaocrr~ent with Seals Holdings

in this regard.

From May through August 3014, BofA Merrill Lynch contacted potential buyers, arrong them other rotailcrs in the United Sates and Canada pis well as financial

sponsors. and Bof'A Mcnill Lynch and Scats F3oldings engaged in discussions regarding the hansaction with several ofthosc potcnti~l buyers. Managcrrxnt ofScars

Canada snide proscntations to sonic ofthc potential buyc~s about the business ofthc Corporation. Flowcvcr, at the end ofthc process. Scars Holdings dctcmrincd that a

ncaotiatcd third pvrty u~msaction on the tcmn that would likely be available to Scars Floldings would not be at an attractive p~icc and would be subject to signific.mt risks

and unccitaintics.

Dining Iatc August through Scptcmbcr2014. Scats Holdings, together with its financial and Icgai advisors, c~mincd other transaction stnictures to moncti7c Scats

Holdings' interest in Sc~is Canada, including a sccmuiary oti~cring, gild contacted scvcial Canadian undcrwritcrs. On Scptcn~cr 25, 2014, Scars Canada's chicfc~cutivc
otliccr~nnounccd that he intended to resign fi~omSca~s Canada by no latcrthan.lanuary 1,2015 end rchnn to the United States to tend to personal family issues'. At that



point in tinxi it was dctcnnincd that effecting a secondary offering would likely not be possible.

At a inccting ofthc Scars Holdings board ofdircctors on Scptcmbci28, 2014, the board reviewed a proposal to conduct a Rights Offering to it stockholders as a means

of disposing ofa non-core asset and meeting the objective ofraising substantial cash proceeds f'or Scats Holdings. The board ofdircctors of Scats Holdings detennincd at

the hoard irxcting that the proposed Rights Offciing is in the best interests of Scats holdings and its stockholdcis. The board ofdircctors of Scars Holdings also considered

the extent and nature ofthc cooperation that would be required 6'omScars Canada to effect the Rights Offering, including the filing olthis prospectus, and instnicted

rrxanagcmcnt to notify Scars Canada ofthc proposed Rights Offc~ing and roqucst thcircooperation.
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Following the Scars Floldings' board nxcting, the board contacted Scars Canada and corrununicatcd its intent [o pursue a Righ[s Offering. [t requested the cooperation

of Scars Canada in that rogard, including, in particular, that Seats Canada use conmiercially roasonably efforts to prepare and file a preliminary short form prospectus in

Canada and a registration statement in the United States ro qualify for distribution the Co~lm~on Shares dciivcrable upon the e~rcisc of the subscription rights, and to ~r~kc

application to list the Common Shares on the NASDAQ, as soon as piacticablc, and, in any event, subject to the approval ofthc E3oard of Directors. [hc E3oard requested

that the Conuniitcc review this request. The Board of Directors, mgethcr with its advisors and the independent legal and financial advisors to the Corrn~rittee, met on

Scptembcr28. 2014 to consider the request and inmicdiatcly after that meeting, the Co~ranittcc rr~t and considered the request and the effect of the Rights Offering on Scars

Canadl and the requested coopciation.

E3etwccn September 2R and October I, 2014, representatives of Scars Holdings, Scars Canada, and the Co~runittcc discussed the proposed Rights Offering and the

request forcooperation.

On Cktobcr 1.3014, the &lard Directors of Scars Canada, with the advice, and on the rcconvmndation ofthc Conurntroc, approved the roqucst forcooperation n~dc by

Scars Holdings in comicction with the Rights OfTcnng on and subject ro the following tams, to which Scsus Holdings and ESLagrced:

(a) Scars Holdings will rciiribursc Scars Canada for all rc~sonablc and documented c~enscs incun~cd or paid by Scars C'~lnada in connection with the Rights

Oflciing, including, without limitation, fees n lating to the listinc ofthc Co~rvnon Shares on the NASDAQ, together with associated costs of listing and

associated costs for the first I2 imnths thereafter;

tb) Scars Holdings and Scan Canada will anxnd the c~isting lica~sc agrccimnt undcrwhich Scars Canada has the right to use the "Scars" n<unc and ccnain other

t~adcrr~rks and band names. including, without limitation. Kenmoi~~"'. GzHsmanTM. and DicH~rdT^^ (the "[acence Agreement") to provide for the
continuance ofthat agirocn~nt f'or so Tong 1s Scars Holdings holds 10.0"/0 ofthc outstanding voting shares of Scars Canada (replacing the c~m'ent uiggcrof

25.(7'/0) and to ~ivc Scats Canada the continued tight to use the u.idcnvrks mi a royalty-lice basis aftcr2nysuch tcmiination for a period oftivc yctirs
following the termination (replacing tl~e cun'ent pc~iod of three ycarrs). If, prior to the completion of the aforesaid five year period. Sews Canada reasonably

dctcimincs that a longer transition period is necessary, Scars Holdings will c~ucnd the Liccnsc Agrccnxnt for a further transition period not to cxccccl four

yca~s. at a royalty trite to be agreed equal ro the lcsscrofa fairmarkct rate based nn the value ofsuch nark orthc lowest rate which will provide a rcasonabic

inccntivc to induce Scats Canada to phase out the us'c ofsuch nark dwing such c#ended pc~iod;

~~) Scars Holdings and Scars C~n2da will amend the ebsting information technology agroc~Txnt between them (the "Teehnologp Agreement"), pursuant to which

die co~ry~anics exchange information technology services to continue the tans ofthc aorccmcnt for a period of [Ivcc years following the closing ofthc

Rights Oflcring;

~d) Scats Holdings will use conumrcially reasonable ctTorts to assist Sca~~ Canada in negotiations with third parties to preserve the benefits that Seers Canada

cun'cndy enjoys under certain agreements involving Scats Cemada, Sc<ns f loldings and thud parties relating to sof'twarc and sc~viccs. volume-buying

arrangc~rcnts and otherscrviccs that will tc~~ninate when Scars Holdings' ownership of Scars Canada falls bclo~+~ 50.0°/ (the "Intercompam~ Agreements");

t~) each of Scars Canada and Scars Holdings will indcnu~ify and hold htumless the other and its subsidiaries. their rospective dirccto~s, ot~iceis, eitq~loyecs and

rcprescntativcs from Iiubility relating to disclosum provided by each p2rty to the other for puiposcs of this prospectus;
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Scars Holdings and ESL will release Scars Canada's directors, oRicc~s, cny~loyccs and rcprescntativcs f'romany cl~iim that Scats Holdings or ESL may have
arising out ofor in connection with, the Rights Offc~ing or for the npttcrs rcfcn~cd to above; mid

~~) Scars Holdings will agnc to ir~intain the directors and oFliccrs liability and fiduciary liability covc~~ac for cunnnt and ibnmr dirccto~s and officers of Scars
Canada relating to mattms occurring at orpnorto the closing ofthc Rights Otfcnng fora pciiod ofsixycars thcrcaHcr.

Determination of Subscription Price

Scars Holdings has advised us that the subscription piicc was dctcimined as follows.

On Scptcrobcr 2H, 2014. the Scats F loldings board of dirccto~s dctcnnincd that the cxnrcisc price per wl~olc Corrnnon Sham bcin~ disttibutcd in the Rights Oflcnng is
U.S.S9.S0. The subscription price is equal to the U.S. dollar equivalent oftl~e closing price ofthe Coirnran Shares on the TSX on September 26, 2014, the last trading day

before the Scars Holdings board ofdircctors requested Scars Canada's coopc~ation with the filing ofa prospcetus regarding this Rights Offming. The board ofdircctors of

Scats Floldings applied the Noon [xchangc IZ~tc as of September 26, 2014 to calculate this value. In dctcnnining the subscription p~icc. the Scars Holdings board of dircctois

considered a number of tactois, including those described below. Thcrc can be no assuiancc that the Common Shares will not trade below the subscription price or that it

will ti.~dc at prices near or above [hc subscription piicc after the date ofthis prospcetus. You should not consider the subscription price to be an indication ofthc price at
which the Corrm~on Shares will t~adc following the Rights Offciino.

In the cowsc ofrcaching its dctcmun~tion on the subscription piicc, Sans Holdings' board considered a number offactois, including without limitation:

the cun~cnt end historical trading prices of Scats Canada's Convnon Shares;

that the su'ucturc ofthc Rights Otfcnng treats all stocldioldcrs of Scams Holdings equally through a distribution oftranstcrablc subscription rights on a pro

ru~a basis to rill stockholdc~s;

Sc1is Holdings' liquidity needs' and the aggregate amount ofprocccds to be paid to Scats Holdings pursuant to the Rights OHcring ifthc Rights Ofloring

were fully subscribed;

the cost ofc~pital from other sources;

• ~



65
the dcsiixbility ofthc Rights Offciing rciativc to odicr potential tiansecCion stnictmns involving the Sc~~s Canada business, including the opportunity

afforded by a Rights Offc~ing to Scars Holdings'stockholdcrs to participate in future growth ofthc Sous Canada business;

the dcsi~nbility ofbroad participation in the Rights OtTcring by Scars Holdings'stockl~oldc~s and ofthc dcvclopitcnt ofa trading rt~rkct for the sights Inc( an

expansion ofthc trading iTmrkct for the Common Shares; and

the prcscntations by Scars Moldings irianagcir~nt and its financial advisors and the infont~ition provided to the board ofdircetors regarding imnagc~renPs

eq~loration of~stramgic altcmativcs for ma~amian~ the value of its i~tcrest in Scars Canada over the past year and the engagement of Ebf'A Merrill Lynch to

assist with those cf7orts.

The farcgoing discussion ofthc information and factors considered by Scats Floldings' board ofdircetors is not intended to be exhaustive, but includes the irntcrial

factors considered by Scars Holdings' board ofdircctors in scttina the aggregate en~rcisc price. In view of the wide vancty of factors considered by Scars Holdings' board of

directors in evaluating the Rights Of3onng and the aggregate cscreisc price, Scars Holdings' board of directors did not find it practicable, and did not attciript, to quantify,

rank or otherwise assign rclativc weights to the foregoing factors in coaching its conclusion. In addition, individual members ofScars Holdings' board ofdircctors may have

given
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different weights to dif)brcnt factors and ir~y have viewed some (actors nx~rc positively or negatively than others. The Scars Eloldings' board ofdircctors' dctc~minations

and rccoirvncndations dcsc~ibcd above were based upon the totllity of the infonriation considered.

IMPACT ON S CARS CANADA OF THE S ALE OF COMMON S HARES UNDFR THE RIGHT'S OFFERING

(timers hi p n1' Outs tancli n~ Common Shares

Eciwarci S. Ltunpcit and certain other ESL invcstnxnt vehicles have advised Scars Holdings that they intend to exercise thcirpro rata portion ofthc basic subscription

rights in full (rcpresauing xpprobin~ucly 17.5% to 19.0°/ ofthc outstanding Conuix>n Shares) us soon as p~acticablc aftcrthc subscription sights have been distributed,

although they have not entered into any agrccrrxnt to do so. Accordingly, on coiry~letion ofthc basic subsa'iption rights in the Rights' Offering, it is c~cctcd that 6SL will

own between approxiiretcly 45.0%and 47.0°/ ofthc Common Shares. ESL h1s also advised Scats Floldings that it nr~y increase its ownership in Scars Can~ida through its

exercise ofthcover-subscription pri~~ilcgc or tin'ough open irerkct ~urchascs ofsubscnption rights or Coirniun Shares, but only to the cmcnt that such c~rcisc would result

in FS[~continuing to own less than 50.(W/o oCthc Conar~n Shares upon the completion ofthe Rights Offering. ESL has not advised us or Scars Holdings as to its intentions

with respect to future purchases or sales of'Cmlm~on Shm~es. Notwithstanding FSL's stated intentions. neither Scars Canada nor Scars F~loldinbs has any agrcment,

arrdngcimnt orundcrst~mdino with ESL as to d~c extent of ESCs c~rcisc of its over-subscription privilege. If PSLc~rciscd its basic subscription right as well as thc ovcr-

subscription sight in full, and ~~o othcrsrockholcicre~rciscd its subscription rights, ESC, would own between appro~anratcly 67.2%, and 69.2%, ofthc Corrnnon Shares.

Upo~~ the exercise by FSL of its subscription rights. as described above, Scars Canada will cease to be a subsidiary oC or to be controlicd by. Scars Holdings under

applicable Ginadian laws. ]fall ofthcsubsciiption rights aro exercised in full in the Rights Offcnno. Scars Holdings will own approxin~iCcly I I]l of the outstanding

Gonurgn Shares. Scats Holdings nray dispose of any C,~nunon Sharos that it continues to own aftcrthc Rights Oflcnna, including through sales into the market orodici~~isc.

subject to applicable laws.

Intercompany Agreements

On or p~iorto the Record Datc, Scars Canada will put in place its own directors and ot7icc~s and fiduciary liability insmancc, and related insumncc au an anticipated

incrcmcntal cost ofappro~matcly $500,000 to $1 million perycar.

Scars Canada does not c~ect to incur n~ttciial costs in the event that it is unable to negotiate to preserve the benefits that Scars Canada cun~cntly enjoys under the

tcmn ofthc Intcrcoiripany Agrocrrwnts.

Other Agreements

Scats Canada is a party to ccnain othcragrcc~mnts pursuant to which the completion ofthc Rights Offering rr~ry require notices orconscnts. Scars Canada does not

expect to incur ~rntc~inl cost in connection with notices and obtaining any consctits.
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DESCRIPTION OF THF, RIGH'T'S OFFF121NG

Scats Holdings has advised us that the dcsc~iption ofthc Rights Offering is as follows

The Subscription Rights

Scars Holdings is distributing to the record holde~t of its SHCStock as ofthe Record Datc. transferable subscription rights to purchase. in aggregate. up to 40.000.000

Common Shares owned by Scars Holdings at a price ofU.S.~9.50 perevholc shares Fach holder ofl~ccord of SHCStock will receive one subscription right forcach share of~

SHC Stock owned by that holder as of 5:(b p.m. New York City time. on October I6. 2014, the Record Data Each subscription right will cntidc die holder to pmchasc

0375643 ofConancm Shares. Holders irnry c~~cisc dicirsubscnption sights and receive Common Shares (other than CoiTnnon Shares allocable through the over-subsciiptimi

privilege) at any time following receipt ofa subscription sights ccrtificatc and piiorto the c~iration date. Each subscription right entitles the holder to a basic subscription

~i~ht and anover-subscription privilege. The subscription rights entitle the hoidcrs ofsubsc~iption ~iahts to purchase ~m aogrca~tc of40.000.0(~ shares Corn aggregate

pwchasc price of up to US.5380 million.

Scars Holdings will keep the Rights Offering open until the capintion date, and does not intend to cancel, withdraw or tcnninau the Rights Offcii~ig. Scats 1loldings

troy, in its discretion, c~cnd the c~ir~tion ofthc Rights O(fc~ina, and will annow~ce any plans to do so by press release.

Basic Subsc~~rptron 2iglvr. With yourbasic subscription sight, you may purchase 0375643 ofa Common Share pa'subsciiption right. subject to delivery ofthc

itquircd docwmnts and paynx nt of[hc subscription p~icc ofli.S.$9.50 perwholc share, before the Rights Offering c~ires. You irray exercise all or a portion ofyotu' basic

subscription iighL or you Croy choose not to exercise any ofyour subscription rights. Ifyou do not exercise your basic subscription rights in full, you will not be entitled to

purchase any shims under your over-subs aiptio~~ privilege.

flaction~l shares resulting tiomthc c~rcisc ofthc basic subscription right will be climinatcd by rounding dorm to the ncxrest whole shag
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forc~rrq~lc. ifyou owned I,(Hp shares ofSHCStock on the Record Da[c, you would have reccivcd I,(~0 subscription rights and would have the right to purchase 375

Connrpn Shares (375.643 rounded down to the ncarost whole share) for U.S.$9.50 per whole sl~arc. No fractional Cm7mion Shares or cash in lieu of fictional shares will be

delivered.

Scams F-loldings will crdit your acco~mt or the account ofyour nominee record holder with Conunon Shares that you purchased with the basic subscription right as

soon as practicable aftcryou c~rcisc yoursubsc~iption sights.

All C<~imncm Shares purchased pursuant to the c~rcisc oldie subscription rights will be issued by way ofdircct rcgistiation in book-entry form RcgisVation in book-

cnt~y formrcfcrs to a method ofrccording share ownership when no physical share certificates arc issued.

(h~ei-suGscriplion Privilege. ]fyou purchase all Cbrmrnn Shares available to you pursuant to your basic subscription rights, you may also choose to purchase a

portion of'any Co~rur~n Shares that other holdcis ofsubscription lights do not purchase through the cxLrcisc ofthcir basic subscription rights. Ch~ly holders who fully

c~rcisc alI ofthcirbasic subscription rights, aftcrgiving effect to any purchases orsalcs of'subscription rights by thcmpriortosuch cncrcisc, rmy participate in thc ovcr-

subscnption piivilcgc. Ifyou wish to c~rcisc your over-subscription privilege, you ~rnist indicate on your rights ccrtificatq orthc fo~mprovidcd by yournomincc ifyow'

SI1C Stock is held in the name ofa nominee, how many additional Coirnnon Shares you would like to purchase pursuant to your over-subscription pnvilcgq and provide

payment as dcsc~ibcd below.

Edward S. Iampcn and certain othcrFSl.,affiliatcs have indicated to Scars Holdings that they intend to c~rcisc thcirpro rata portion ofthc basic subsciip[ion rights in

fldl in die Rights Offering as
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soon as practicable after the subscription sights have been distributed. although they have not entered into any agreement to do so. LSL has also indicated ditu it i~~y

c~rcisc its ovcrvsubscnption privilege, but only to the cMent that c~rcising such p~ivilcgc would result in FSLcontinuing to ou~i Icss than SQOio ofthc Comnxm Sharos.
Notwithstanding ESCs stated intentions. ntithcr Scars Caned ~~or Scars Floldin~s has any aorccincnt, amengcmcnt or imdcrstanding with FSLas to the cMent of FSL's

c~rcisc ofits over-subscription privilege [f ESLc~rciscd its basic s'ub~ciiption noht as wci as the over-subscription right in full xnd no other stockholder exercised its
subs'c~iption rights. FSLwouldown between appro~matcly 672°o and 69.2% ofthc C~nunon Shares.

Coirmion Shales will be allocated in the Rights Oflciing as follows:

First, shares will be xllocatcd to holdcis of~ights who exercise thcirbasic subscription rights at a ratio of'0375643 of'a Coirm~on Share percxcrcis'cd

subscription light.

Second. any rcimining shags that were eligible to be pw~hased in the Rights OtFcring will be allocated ~ir~ng the holdc~s ofiights who c~rcisc thc ovcr-
subsc~i~tion privilege. in accordance with the following formula:

F•ich holder who c~rciscs the over-s'ubscnption privilege will be allocated a percentage ofthc rcn~~ining Cottmx~n Sharers equal to the percentage that

results liomdividing (i)thc numbcrofbasic subscription rights which that holdcrcxcrciscd by (ii)thc numbcrofbasic subscriptim~ sights which all

holders who wish to participate in the over-subscription piivilcgc exercised. Such pcmcntagc could result in die allocation ofmorc or fewer ovcr-

subsciiption shares than the holder roqucsted to pm'chasc through the exercise ofthcover-subscription p~ivilcgc.

For c~iry~lc. if Stockholder A holds 200 subscription rights and Stockholder k3 holds 3IX7 subscription lights and they arc the only two
stockhoidci5 who curcisc the over-subsmiption p~ivilcge. Stockholder A will be allocated 40.0"/o and Stockholder B will be allocated 60.0"/ of

all rmnaining Comimn Shares available (Example A)

Third. ifthc allocltion oflcrr~~ining Co~rnnon Shares pursuant to the formula described above in the second step would residt in any holder rcciving a grater
numbcrofCorrnncm Shares than that holder subsciibcd for pursuant to the over-subscription piivilcgc. then such holder will be ~Ilocatcd only that numbcrof

shams for which the holdcrovcr-subscribed.

For c~zny~lc, ifStockholdcr A is allocated I(Al shares pursuant to the formula dcsciibcd above but subscribed f'or only 40 additional Cbimi~n

Shares pursuant to the over-subscription p~ivilcga Stockholder A's allocation would be reduced to 40 Common Sharos. (Ex~np~ic B)

Fourth. any Convmn Shares that rcirrain available as a result ofthc ~Ilocation do-sciibcd abo~~c being grcarorthan a holders ovcrvsubsciiption request (the 60
additional Cormnon Shares in F~mplc Qebovc) will be alloc~tcd among ~Il rcrreinina holders who c~ccrciscd the over-subsmiption privilege and whose initial

allocations were less than the nwnbcrof'Cmrnnon Shares they requested. This second allocation will be made pursuant to the sa~m fo~nxila described above

and mpcatcd. ifncccssary, wail alI available Connnon Shares have been allocated oral) over-subscription rcyucsts have been satisfied in full.

To properly c~rcisc yourovcr-subscription p~ivilcgc, you must deliver the subscription payi~nt related to yow'ovar-subscription p~ivilcgc bcfm~c the Rights Ot7cnna

c~ires. Because we will not know the total nw~cr of~msubsciibcd Coirnnon Shares before the Rights Offering eq~ires, ifyou wish to i~~nmize the numbcrofComnun

Shares you pmrhasc pursuant to your over-sabscnption privilege. you will need to ddivcr payment in an amount equal to [he aggregate subscription piicc for the rt~i~imum

number ofCc~nmxm Shares that could be available to you at the time you c~rcisc your basic subscription rights (i.c., the lggrceatc payment for both your basic

subscription ~ght and for all
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additional Coirnnon Shzres you dcsiro to purchase pursuant to your ovcrvsubsciiption request). Scc "Dcsc~iption ofthc Rights Offering—The Subscription Rights". Any
ctt css subscription payments received by the subscription aecnt, including payir~nts for additional Connnon Shares you requested to purchase pursuant to thc ovcr-

subscnption piivilcgc but which were not allocated to you. will be rctumcd, without intcrost or penalty, promptly following the e~i~ation of the Rights Offciing.

Fractional shares resultin~ (iromthc exercise ofthcover-subscription privilege will be eliminated by rowiding down to the neairost whole sharer ~o fractional Convrr~n
Shares or cash in lieu of 6zction~l shares will be delivered. Cor~utcrsl~arc, Inc., Scars I-loldings'subscii~tion agent forthc Rights Oflciing, will dctcmiinc, in its' sole
discrctim~, the over-subscription allocation based on the formula dcsc~ibcd above.

We can provide no assurances that you will actually be entitled to purchase the nimibcrofC:onurgn Shares issuable upon the c~rcise ofyour over-subscription

pnvilc~c in full at the c~irdtion ofthc Rights Oflciing. Scan Holdings will not be able to satisfy any orders forshares pursuant to the over-subscription piivilcgc ifai



holders ofnghts cw rcisc thcirbasic subscription lights in full.

Reasons fur the Rights OfTering

Scars Holdings has over the past year extensively considered stnitcgic altcmativcs to ma~amizc the value of its interest in Scars Canada, including the eng~gcimnt of
F3ofA Merrill Lynch to pursue a sale of such interest or Scars Canada as a whole and engaging in discussions with Canadian financial ins'tihitions to c~plorc the puss bility
ofan ~mdcnvnttcn secondary offering ofScars Floldings' interes't. Scars Holdings' board ofdircctors has detemtined that the Rights Offering is in tl~e best interests of Scars
Holdings and its stockholders as way to dispose ofanon-co~c asset, a~~d would provide, armng other things, financial and operational benefits to Scars Holdings, including
but ~~ot lirtritcd to the following c~cetcd benefits:

Sn~a~egic Focus and Fleribiliry. Scars i Ioldings' board of dircciors believes that following the Rights Offering, Scars Holdings will have a more focused
business and be better able to dedicate resources to pwsuc appropriate growth opportunities and c~cutc strategic plans best suited to its business in an
efficient nnnncr.

Additional Liquidity. The Rights Ofl'cnng is c~cctcd to provide Scars Holdings with up to U.S.$380 million in gross proceeds, strengthening its balance
sheet and liquidity. Of'this amount, Scars Holdings cspccts to roccivc at Icast U.S.S168 irnllion in mid-to-late Cktobcr2014 from the Cady c~rcisc ofthc sights
distributed to L"SL.

Stockholder Flesibililr ro A»oid Dilution. Since the subscription ~i~hts arc being disMbutcd, at no charge, to Scars F~Ioldings' cpsting stockholders,
stockholdc~s will have the choice to hold shares in both cmr~panics or in either con~any scpardtcly. liowcvcr, stockholders may wish to sell their
subscriptim~ lights to ftmd any taxincwrcd upon the receipt ofthc subscription rights, which would decrease the amount ofConunon Shxres acailablc to
such stockholders. Ifthe dishibution ofthe sights to a stockholder is subject to withholding tax the stockholder's broker (or other applicable withholding
agent) irray sell all ora portion ofthe subscription rights to fund the withholding tax which would decrease the number ofCo~rnnon Shares available to such
stockholder. Sce "Ce~7ain United States Federal Incor~TaxConsideritions".

Principal Shareholder

Scats Floldings owns approxin~ucly 51.0"/0 ofthc issued and outstanding Conuron Shares and ESL owns approximately 48.5%u ofthc outstanding SHC Stock.

Assuming the subsmiption rights aro e~rcised in tulL Scxis Holdings will dispose oi~40.000,IX~ of its 51,962,391 Coirmxm Shares as a result ofthc Rights Oflc~ing and
will cease to own a i~joiity of Scars Canada's outstanding sh<u~cs. To the c~cnt that the subscription rights am not exercised in full
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and that shams not pwnhased through the crcrcisc ofbasic subscription sights am not pwnhascd piusuant to the over-subscription privilege, Scars I Ioldings will retain
ownership ofa la~getpoition ofScars Canada's Conv~~on Shares. Scats Holdings may dispose of its rcrr~iining Corrnnon Shares, including through sales into the public
ir~ukct m othciti+isc. subject to applicable laws.

Edward S. Lairy~crt and certain other ESL afiiliatcs have advis'cd Scars Holdings that they intend to ctt:rcisc thcu~prn rn~n portion ofthc basic subtciiption rights in full
as' soon as practicable after the subscription lights' have been distributed, though they have not entered into any agrecrrx;nt to do so.

Certain ofthc investment vehicles affiliated with ESL ("SPFs")arc liquidating vehicles which arc not pcnnitted by their tcm~s to imkc new investments such as the
c~rcisc ofthc sights. The general partncrofthc SPFs has oficrcd to sell to SPE invcsto~s thcirpro rata share ofthc rights. If such investors do not wish to pwnhasc their
prolate share ofthc rights. othcrpersons aHiliatcd N~ith ESL icy purchnsc the rights homthc SPEs. Persons af7iliatcd with PSL intend to p~u'chasc rill subscription ~iehts
firom the SPGs to the c~cnt such lights am not purchased by SPEinvcstors and, asswrrino all othcrsubsc~iption lights arc exercised in full by all othcrholdcrs ofnghts, FSL
npy beneficially own between approxi~mtcly 45.(F% and 4Z0"/o of'Scais Canada's Cminnon Shares following the exercise ofbasic subscription rights in the Rights OfPc~ing.
ESL intends to exercise its subscription rights in frill with respect to all subscription sights that it receives in the dishibution. including all rights purchased fi~omthc SP[s.
but only to the c~tcnt th~~t such c~rcisc would res~dt in FSLcontinuing to own less than 50.0°/ ofScais Qmada's Common Shares. Notwithstanding ESCs stated intentions,
neither Scars Canada nor Scars Holdings has any agrccimnt, anangmnent or ~mdcrstanding wide ESL as to the extent of ESCs c~rcisc of'its over-subscription p~ivilcgc. If
ESLcxcrciscd its basic subscription right as well as the over-subsc~iptio~~ right in full, and no other stockholdcrc~rciscci its subscription iiahts, ESL would own between
approxiirratdy 672% and 69.2'%o ofthc Corrnnon Shares.

You should not view the intentions of~FSL including the intentions of~Mc Lampert as a rcconuncndation or othcrindication. by thcmorairy mcrril~crofthc Scars
Floldings boards ofdiroctois, regarding whether the c~rcisc of the subscription rights m~ the cxnrcisc ofthcgver-subscription pri~~ilcgc is or is not in your best interests.

Conclifions, WithdraNal anciCancellation

Scars Holdings is not requiring an overall irtiniroumsubsc~iption, or any other condition, to complete the Rights Offering Scan Holdings will keep the Rights Offering
open until tl~e enpiiation date. tmd does not intend to cancel, withd~~~w or terminate the Rights Offering. Scars Holdings n~iy, in its discretion, c~cnd the c~irntion date of
the Rights Offering, and will announce any plans to do so by press release.

E77ect of the Rights Offering on Outstanding SHC Stack

The Rights Offering will not affect du nwnbm~ ofshares of SHC Stock you own oryour percentage ownership ofScars F~Ioldings.Ifyou do not e~rcisc your
subscription rights to purchesc C:oirarAn Shares, following the Rights Offc~ing you will no longcrrctain the same indimct ownership interest in the Scars Canada businesses
and as well. the SHC Stock th~it you hold will not reflect the carvings. assets or liabilities of Scars Canada.

The fording price of SHC Stock irim~cdiatcly following the Rights Offering nay be highcror lower than i~rnrndiatcly prior to the Rights Offering because Scats Holdings
will own a lowcrproportional sha~o oftl~c assets and liabilities of'Scais Canlda, the ongoing carvings ofScars Canada will no longer be consolidated in Scars Holdings'
cmnings and Scats Holdings will receive cash proceeds of up to G.S.$380 million as a result ofthc sale ofScars Canada's Conmion Sh~res (assuming the subsciiptimi rights
arc c~crciscd in full).

Table of Contents

Method o1' Fkercising Subscription Rights

The exLrcisc ofsubscnption rights is innvocable subject to applicable law, including statutory rights of'rescission and withdrawal, and imy not be cancdlcd or
modified. You irray c~rcisc yoursubsc~iption rights as follows':

SuGscrip~ion by Registered Holders. If you arc a registered holder of SHC Stock, the number of Corrunon Shares you n ay purchase pursuant to yow' basic
subscription right will be indicated on the ~iohts' ccttificatc that you mccivc. You fray exercise yoursubs'c~iption sights any time after your receipt ofthc subscription sights
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ccrtificatc end beforo the c~iration date by properly con~lcting and duly executing the nahts certificate and Forwarding it, togcthcr with your hill payment, to the

subscription agent at the address given below wider "---Subscription Agent and Infonration Agc~~t," to be received before 5:00 p.in, Ncw York City tinx, on November 7,

?014.

S~~bsc~~ipiion Gg Benefrcia! Uvnerr. [f you arc a beneficial owner of shares of SHC Stock that arc registered in the name ofa broker, dealer, custodian bank or other

nominee, you will not receive a rights certificate. Instead, DTC will cicctronically issue one subscription ~i~l~t to yow~ nominee rccm~d holder forcvcry share ofSHC Stock

that you own as of the Record Datc. Ifyou arc not contacted by yow' nominee, you should promptly contact your nonnncc in order to subsc~ibc for Conunon Shares in the

Rights Offering.

Sa~hscripiion Gy Purchasers o/Sa~bscription Righrs. Ifyou pumhasc subsmiption rights during the subscription period through a broker, dcalm, custodian bank or

other nominee, you will not receive a ngh[s certificate. Instead, yow' broker, dealer, custodian bank or other nominee must exercise [hc subscription rights on your behalf. [f

you wish to c~ccrcisc your subscnp[ion iigh[s and pwnhasc Conm~n Shares through the Righ[s Ot7cnng, you sho~dd contact yournomincc as soon as possible. Plcasc

follow the insm~ctions ofyour nominee. Your nominee may establish a deadline that may be bcfbrc the c~irntion date of the Rights Offering.

Ifyou purchase subscription rights during the subscription period dirccdy froma registered holder ofSHC Stock, you should contact d~c subscription agent as soon as

poss'ibic regarding the exercise ofyoursubscription sights. Plcasc follow the instnictions of[hc subscription agent in order [o properly exercise yow-subscription rights.

Payment Method

Your payment ofthc subscription price rruist be i~idc in U.S. dollars forthc frill number ofCorrnr~n Shares that you wish to acquire in the Rights OtTcnng by cashiers

or certified check drawn upon 1 United States bank payable to t6c subscription agent at the addross set forth below imdcr the heading "Subscription Agent and ]nfomration

Agent". Your payment must be delivered to the subscription agent pnorto the c~iration ofthc Rights Off nna. Personal checks will not be accepted. Payment received

ahcr the c~i~mtion ofthc Rights Offering will not be honored, and the subscription agent will rctum yourpaymcnt to you, without interest or penalty, as soon as practicable.

You should carefully road and strictly follow the instniction lcttcrand any othcrdocwncnts accompanying the sights certificate. Do not send subscription docurncnts,

rights ccrtificatcs or payircnts diroctly to us or to Scars Holdings. Scars Floldings will not considcryow~ subscription received until the subscription agent has received

delivery ofa properly coiry~lctcd and duly executed rights certificate and payment ofthc full subscription an~unt. The risk ofdclivcry ofall subscription documents, n~hts

ccttiticatcs and pxy~mnts is bomc by the holders ofsubsc~iption rights, not by the subsa~iption agent, Scars Holdings or Seas Canada. ]fsent by imil, Scars Floidings

rccoi7mm~ds that you send those sights certificates and payments by ovcmight couneror by registered nail, properly insured, with return receipt requested, and th2t you

allow a suilicicnt numbcrofdays to ensure delivery to the subscription agent.
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Ifyou hold your shams ofSHC Stock in the iiat~ ofa custodian bank, birokcr, dealer orotl~croo~rnncc end wish to exercise yoursubsc~iption rights. you should contact

your nominee as soon as possible rogarding tl~c ew,rcisc ofthc subscription rights and the payment Cor the Conttn~n Shares.

Medallion Guarantee Ntay Be Required

Yo w'signaturc on yotu~ rights ccnificatc must be guaranteed by an eligible institution, such as a nxinbcr fiimofa registered national sccu~itics cxchanpc m~ a mcmbcrol~

the Financial Industry Regulatory Authority, lnc., or a corrumrcisil bank m~ oust company having an o~cc m'concspondcnt in the United States. subject to standards and

procedures adopted by the subscription agent, unless:

you provide on the sights ccitificatc that shares arc to be delivered to you as record holdcrofthosc subscription rights; or

you arc an eligible instihition.

NLssin~; or lncomWete Sutacription Inf'orma6on

Ifyou hold yourshams ofSliCStock in the naim ofa eustodian bank, broker, dealer or othcrnomincc, the non~incc will exercise the subs'cnption sights on yow' behalf

in accordance with yow' instnictions. Your nominee may establish a deadline that may be bcfmn the 5:00 p.nt Ncw York City time. November 7.2014 expiration date that

$cars Holdings has established forthc Rights OfTciing. Ifyou send a payincnt that is insuflicicnt to purchase the numbcrofCoirnnon Shares you requested, or ifthc number

ofshares you requested is not specified in the fom~s, the payment received will be applied to cw rcisc your subscription ii~hts to the tullcst cucnt possible based on the

amount ofthc payincnt received, subject to the availability ofshares undcrthcover-subscription privilege and the climinition of fiaction~l shares. Any c~css subscription

paynxnts received by the subscription agent will be returned, without interest orpcnalty. as soon as practicable following du c~iiation oCthc Rights Offering.

Erpration Date and Extension

The subscription period, during which you may exercise yom'subsc~iption rights. expires at S:IXI p.m.?~cw York City time, on November 7, 2014, which is the eq~iration

ofd~c Rights Offc~ina. Ifyou do not exercise your subscription rights before that time, your subscription rights will cxpirc and will no longcrbc curcisablc. Scars holdings

will not be required to sell CoiTnnon Shares to you ifthc subscription agent receives yournghts certificate or your subscription payment after that trine. Scars I loldings has

the option to c~lcnd the Rights Offering. Scats Holdings may cMcnd the Rights Offc~ing by oivina oral or written notice to the subscription aacnt bcfom the Rights Offc~ing

capires. IfScars Holdings elects to cMcnd the Rights Offering, it will issue a pres's rcic~sc annoimcino the cMcnsion no la[crthan 9:(~ a.m,Ncw York City tinx, on the ncM

business day aftcrthc most rcccndy announced c~iration date ofthc Rights OfTcnng.

Ifyou hold yourshares of$HC Stock in the nanx ofa broker. dcala~, cusrodim~ bank orother nominee, the nominee will exercise the subscription rights on your bch2lf

in accordance with your instnictions. Please note that tl~e noirnnec rroy establish a deadline that rrr~y be before the 5:(A) p.m, dew Yoiic City tirrx. November 7, 2014

expiration date that Scars Holdings has established for the Rights Of~ciing.

Determination of'Suhscrip[ion Price

Tl~c Scars Holdings board ofdiroctms has determined [hat the subscription price will be U.S.$9.50 per whole share. The subscription price is equal to the U.S. dollar

equivalent ofthc closing price ofScais Canada's CoiTntt~n Shares on Scptcmbcr26, 2014, the last h~uding day before the Scars Holdings board ofdircctors requested Scars

Canada's coopciatimi with the filing ofa prospectus regarding this
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Rights OtTc~ing. The board ofdircctors ofScars Holdings applied the Noon Gechange Rate as of September 26, 2014 to calculate this equivalent value. In determining the

subse~iption price, the board ofdircctors ofScais holdings considered, among othcrthings, (I) curtcnt and historical trading prices ofScars C anada's Convrpn Shares.

(3) the dcsii~ibility of broad participation in the Rights OtTering by Scars }loldings'stockholdcrs and (3) Scats Holdings' liquidity needs and the aggregate ~~n~unt of

proceeds to be p.iid to Scars Holdings pursuant to the Rights Offering ifthe Rights OfTciing were fully subscribed. See "Desenption ofthc Rights Offe~ng Dcte~mination

ofSubsc~iption Pncc".



• ~'

Sulxscription Agent and Information Agent

The subscription agent for the Rights Offering is Cor~utcisharc, ]nc. The address to which lights ccrtificatcs and payr~nts should be iTmiled or dclivcrcd by hand

delivery or ovcinight courier is provided blow. Ifscnt by mail, Scars Holdings rccorrmcnds' that you send docutmnts and payr~nts by registered nail, properly insured,

with rctum receipt requested, and that you allow a sufficient nunil~m of days to ensure delivery to the subscription agent. Do not send or deliver these materials ro Scars

Holdings or Scars Canada.

I3y first class ~rnil:

Coir~utcrsharc, Inc.

do Voluntary Corpor~tc Actions

PO F3ox 4301

Providence, RI 02940.3011

By hand or ovcmight courier:

Coiry~utc~hazc, Inc.

c/o Voluntary Corporate Actions

250 Royall Svicet Suite V

Canton, MA 02021

Ifyou dclivcrsubsc~iption documents orrights certificates in a ~rnnncr diffcre~t than that dcsciibcd in this prospectus, Scars Holdings Amy not honor the c~rcisc of

your subscription lights.

You should direct any questions or roqucsts forassistancc conccming the method ofsubsc~ibino Porthc Conunon Shares or for additional copies ofthis p~nspcctus to

the infomption agent, Gcorgeson Inc., by calling (86(i) 741-9588 (toll-free) or, writing to ScarsCanadaOffcr(c~~~cor~eson.com

Fees and F_rpenses

Scars Holdings is not charging any tcc or sales coiTnnission to issue the subscription lights to you m~dclivcrCorrunon Sharos to you if you c~rcisc yow~ n~hts. lfyou

cu;rcisc yow'subs'ciiption rights through the record holdcrofyour shares, you arc responsible forpayin~ any convrrissions, fees, taxes orothcrc~cnscs younncord holder

ney charge you. Scars Holdings will pay all reasonable fees charocd by Co mputc~shtu'c, Inc, as the subscription agent and Cicorgcson (nc., as the information agent.

No Fractional Shares

All Coirnr~n Shares will be sold at a subscription price ofU.S.$9.50 per whole shares Scars Holdings will not sell fi~actional shares. Fractional shares resulting fromthc

exercise ofthc basic subscription sights and the over-subscription piivilcges will be eliminated by rounding doom to the nearest whole shares Any excess subscription

paynnnts received by the subscription agent will be rctumed, without interest, as soon as practicable.

\otice to tiominees

Ifyou arc a broker. dealer, custodian bank orodicr nominee holder that holds shares of SHC Stock f'or the account ofothcrs on the Record Datc, you should notify the

beneficial owners ofthc shares forwhomyou arc du nominee ofthc Rights Offcrino as soon ~s possible to Icarn thcirintcntions with respect to exercising thcirsubsc~iption

sights. You sho~dd obtain ins'uuctions Cromthc bcncfici<d ownms of~SHC Stock. Ifa bcncficial holder ofSHC Stock so instnicts, you should con~lctc the ~i~hts ccrtiticatc

and submit it ro the subscription agent with the proper subscription payment by
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the cq~iration date m'thc date indicated by such holder, iCcarlicr. You nay c~rcisc the nwnbcr of subscription lights to which all bcneticixl owners in the aggregate

otherwise would have been c~tidcd had they been dircet holders ofSFIC Stock on the Record Datc, provided that you, as a nominee record holder, make a propershowing to

the subscription agent by submitting the form cntidcd ";~iominec Holder Certification:' which is provided with your Rights Offcnn~ nptcnals. [fyou did not receive this'

foam you should contact the subscription agent to request a copy.

Beneficial Owners

Ifyou arc a bcncficial owner of~shares of SHC Stock and will receive your subscription lights through a broken', dealer, custodian bank or other nominee. Scats }loldings

~~ill ask your nominee ro notify you ofthc Rights OtFming. [Cyou wish to cxcrcis'c yoursubsciiption rights, you will need to have yournomincc act f'm~ you, as dcsc~ibcd

above. Tv indicate yourdccision with respect to yom~ subscription sights. you should follow the instructions ofyom~ nominee. Ifyou wish instead to obtain a scpaiatc

lights certificate, you should contact yournomincc as soon as possible and request that a nohts cenificatc be issued to you. You should contact yournm7nncc ifyou do

not receive notice ofthc Rights Offc~ino, but you believe you aro entidcd to paiticipatc in the Rights Ot7c~ing. Scars Holdings and Scar Canada arc not respmisiblc ifyou

do not mccivc the notice by irrail or otherwise from yoiu'nomincc or ifyou receive notice without suf£cicnt tinx to respond to yournonnncc by the deadline established by

your nominee, which in~y be before the 5:W p.m. Ncw York City fimc, November 7. 2014 c~iruion date.

Transf'erabilih of Subscription Rights

The subscription lights arc transf resole during the course ofthc subscription period. Scuts holdings' application to list the subscription iigl~ts fm' finding on the

\ASDAQ under the symbol "SHLDR" has been approved. Scars Canada's 2pplication to list its Co~rnnon Shares on the NASDAQ has been approved. Scan Holdings

cu~Tcntly c~ect that they will begin to trade on the first business day following the distribution oi~thc s'ubs'cription lights, and will continue to trade mitil close of'busincss

nn Novcmbcr4, 2U 14. the third business day prior to the czpiiation date ofthis Rights OtFcrnig (or, iCthc oticr is extended, on the fourth business day iirnmdiatcly prior to

the c#ended c~iration date). As a result, you ~rpy t~ansfcr orscll your subscn~tion lights ifyou do not want to exercise thcmto purchase Conmx~n Shares. However, the

subscription rights arc a new issue ofsccwitics with no pilot wading nrarkct, and there can be no assurances provided as to the liquidity of the trading market for the

subscription sights m~ their market value.

Ifyou 1rc a bcncficial o~wtcr of shares oFSHC Stock on the Record Datc or will mccivc yow subscription lights through a broker, dczlcr, custodian bank or other

nominee, Scars Holdings will as'k yourbrokcr, dealer, custodian bank orothcrnomincc to notify you ofthc Rights Offc~ing. ICyou wish to sell your subscription lights, in

addition to any othcrproccdwrs yourbrokcr, custodian bank or other nominee gray roquirc, you must deliver yourorcicr to sell to yom~brokcc custodiln bank or other

nominee such that it will be actually received prior to close ofbusincss' on l~'ovcmbcr4, 2014, the third business day pilot to the November 7, 2014 cxpiiation date ofthis

Rights Offering.

If you arc a registered holder of SNC Stock as' of the Record Datc and receive a sights ccrtific~tc, you nay take your sights ccititicatc to a broker and mqucst ro sell the

sights rcp~~scntcd by the ccrtificatc. The broker will insutict you as to what is roquircd to sell your subscription lights.

Valittit~ ofSulacriptions

Scats holdings will resolve all questions rcoarding the validity and Fonnofthc c~rcisc ofyour subscription lights, including trim ofmccipt and eligibility to p~iticipatc

i~~ the Rights Offc~ing. Such dctcnnination will be final and binding. Once made, subscriptions and directions arc in'cvocablc, end Scars Holdings will not accept any

~Itcmativc. conditional or contingent subscriptions or directions.
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Seats Holdings reserves the absolute right to reject any subscriptions ordirections not properly submitted or the acceptance ofwhich would be unlawful. You rust msolve
any irregularities in connection with yoursubscriptions before the subscription period expires, unless Seams Holdings waives themin its sole discretion. None of Scars
Canada, Sears Holdings or the subscription agent is underany duty to notify you oryour representative ofdcfects in your subscriptions. A subscription will be considered
accepted only when the subscription agent receives a properly completed and duly executed rights certificate and any other required documents and the full subscription
payment. Seats Holdings interpretations ofthe terns and conditions ofthe Rights Offering will be final and bmdmg.

Shareholder Rights

You will have no rights as a holder ofthe Cor~xmn Shares that you purchase in the Rights Offering until your account or the account of your nominee is credited with
the Corrnron Shares purchasedm the Rights Offering.

Foreign Stockholders

Sears Holdings will not mail this prospectus or any rights certificates to holders of SHC Stack on the Record Date whose address ofrecord is outside the United States
and Canada, or is an Amry Post Office (APO) address or Fleet Post Office (FPO) address. Foreign stockholders will be sent written notice of the Rights Offering by the
subscription agent. The subscription agent will hold the rights certificates to which those holders subscription rights relate forthe account ofthese stockholders. To
exercise their subscription rights, foreign stockholdc:s must send a letter ofinstmction indicating the number ofsubscription rights to be exercised, together with payment

ofthe subscription price for each Corrnron Share subscnbed for, to the subscription agent. The subscription agent rrnist receive the letter of instmction, togetherwith
payment of the subscription price at or prior to 5:00 p.m, New York City time, on November 4, 2014, at least three business days prior to the e~iration of the Rights Offering.
The stockholder must derronstcate to the satisfaction ofthe subscription agent and Sears Holduigs, such as by providing a legal opinion from local counsel, that the
e~rcise ofsuch subscription rights does not violate the laws ofthe jurisdiction ofsuch stockholder. Ifno mstmctions are received by the subscription agent priorto
5:00 p.m, New Yoiic City time, on November 4, 20]4, the subscription rights will e~uc, have no value, and cease to be exercisable for Corraron Shares. Sec "Risk Factors—
Risks Relating to the Rights Offering—Ifyou arc a U.S. ta~aycr and receive but do not sell or exercise the subscription rights before they expire, you may be subject to
adverse U.S. federal income taxconsequences".

The Rights Offering is not being made in any state or other jurisdiction in which it would be unlawful to do so. Scats Holdings is not selling to, or accepting any offers
from, foreign stockholders to purchase subscription rights ifsuch stockholders am a resident ofany such state or other jurisdiction.

No Rewca6on or Change

Once you submit the rights certificate or have instructed your normnec ofyour subscription request, you arc not allowed to revoke orchange the e~rcise or request a
refund ofmonics paid. Al] exercises ofsubscription rights are irrevocable subject to applicable law, including statutory rights ofrescission and withdrawal, even ifyou team
mfom~ation about Scars Canada that you consider to be unfavorable. You should not exercise your subscription rights unless you azc certain that you wish to purchase
Commn Shares at the subscription price.

U.S. Federal Income Tax Treatment of Rights Distribution

Fora discussion ofcertam U.S. federal income taxconsidcrations relating to the receipt, sale, e~rcise and expiration ofthe subscription rights and the ownership and
disposition ofCorrnron Shares, see "Certain United States Fcdcnl Income TaxConsidcrations". Stockholdccs should consult thcirown
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taxadvisors 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 e~iration of the
subscription rights and the ownership and disposition ofCorrnron Shares in light ofthcffparticularcircurrstances.

No Recommendation to Rights Holders

Neitherthe Scars Holdings board ofdirectors northc Board ofDirectors of Sears Canada is rmking any recorrmcndation regarding your exercise ofthe subscription
rights. Stockholders who exercise subscription rights will incur investment risk on new money invested. Neither Sears Holdings nor Seams Canada can predict the price at
which Conmion Shares will trade after the Rights Offering. The market price for Sears Canada's Comrron Shares rmy decrease to an amount below the subscription price, and
if you purchase Corrm~on Shares at the subscription price, you may not be able to sell the shares m the future at the same price or a higher price. Moreover, the market price
for the Corrunon Shares may be trading at an amount above the subscription price, and ifyou do not exercise yourrights you will be unable to participate in this
appreciation. You should make your investment decision based on your assessment ofthc business and financial condition of Scars Canada, its prospects for the future, the
tans ofthe Rights Offering and the information contained in, or incorporated by reference into, this prospectus. Sec "Risk Factors" for a discussion ofsome ofthe risks
involved in exercising rights and investing m the Coirnmn Shares.

listing

The subscription rights are transferable during the course ofthc subscription period. Scars Holdings' application to list the subscription rights fortrading on the
NASDAQ underthe symbol "SHLDR" has been approved. Sears Canada's application to Gst its Corrnron Shares on the NASDAQ under the symbol "SRSC' has been
approved.

Treatment of Common Stock Held in Dnployee Satings Plans

The Savings Plans arc each taxqualified retfrcment plans and arc pension plans as defined by IItISA (defined herein) that offer an employer stock Tend through which
participants (current and fomcr Scams Holdings er~loyees) may invest in SHC Stock The Savings Plan'Trust holds the assets ofthe Savings Plans and will receive one
subscription right for each full share of SHC Stock held in the Savings Plan Trust as of the Record Date. Sears Holdings is applying to the U.S. Department of Iabor for a
prohibited transaction c~mption on a retroactive basis, effective as of the date of the distribution of the subscription rights, providing relief for the acquisition, holding and
disposition ofthc subscription rights by the Savings Plans. The prohbited transaction e~mption is necessary because the Savings Plans are not pemritted to hold an
employerissued security that is not "qualifying" within the r~aning of Section 407(dx5) ofthe Employee Retirement Income Security Act of1974, or "FJiISA," and the
subscription rights are not "qualifying". In addition, the exercise ofthe rights by the Savings Plans to purchase Sears Canada stock may violate section 406(ax]xA) and
section 406(b) ofERISA and the parallel provisions of section 4975 ofthc Code, which prohbit transactions between the Savings Plans and Scars Holdings undercertain
conditions. If the exemption is not grented, Sears Holdings may be required to take appropriate remedial action. It is anticipated that an independent fiduciary will be
engaged forcach Savings Plan to deternrinc whether and/or when to e~rcise or sell the subscription rights on behalfofthe trusts ofthe Savings Plans, subject to the reins
of the prohbited transaction e~mption. Proceeds fromthe exercise or sale of the subscription rights will be allocated to Savings Plan accounts that have a holding in the
Sears Holdings stock fund as of the record date.
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DFSCR~770N OF SHARECAPITAL

Authorized Captsl

The authorized corrm~on share capital ofthc Corporation consists ofan unlirrrited number ofCor~mion Shares without normal or par value and an unlimited number of

class l preferred shares, issuable in one orrrorc series (the "Class 1 PreferredShares").

Comrtan Shares

As at October 14, 2014, Sears Canada had ] 01,877,662 Corrnron Shares issued and outstanding, which am listed for trading on the TSX.

The holders ofCorrmon Shares are entitled to vote at all ricetmgs ofthe shareholders ofthe Corporation, except meetings at which only holders ofa specified class or

series of shares are entitled to vote. The holder of Corrnron Shams are entitled to receive dividends as and when declared by the Board, subject to the dividend

ent¢lements ofthe holders ofthe Class 1 Preferred Shares ofthe Corporation, if any. Afterpaymentto the holders ofthe Class I Preferred Shares ofthe Corporation ofthe

amount to which they maybe entitled, and after payment of all outstanding debts, the holders of Comrcgn Shares are entitled to receive the remaining property of the

Corporation upon the liquidation, dissolution orwmdmg-up thereof.

Class 1 PreferredShares

There am cuctendy no Class I Preferred Shams outstanding.

Fora detailed description ofthe rights, privileges, restrictions and conditions ofthc Class I Preferred Shares, please refer to the Articles ofAmalgamation ofthe

Corporation dated December 30, 1999, which are filed on SEDAR at wwwscdar.com and the SEC website at wwwsec.sov.
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CONSOLIDATED CAPITALI7.ATTON

Other than as disclosed herein (including under "The Rights Offering" and "Prior Sales" and m the inforrretion incorporated by reference herein), there have not been

any material changes in the sham and loan capital ofthc Coiporetion since August 2, 2014, the date ofthe Corporation's rrnst recently filed financial statements. The
Corporation will not receive any proceeds under the Rights Offering. The Offcrvig will not result in any additional material changes to the share and loan capital of the
Corporation.

u: t .~~1 ~~ :. 7~1J:__I11~.

Tra~ng Price and Volume

'fhe Corrm~on Shares are listed on the TSX under the symbol "SCC'. The following table sets forth the high and low reported trading prices and the trading volume of

the Conanon Shares as reported by the TSX for the periods indicated are set forth in the following table:

Hi h Low (S) Volume

October 2013 14.65 12.40 708,648
November 2013 19.89 14.12 3,278,936
December 2013 1933 12.80 1,302,019

January 2014 13.19 11.03 796,491
Febivary2014 16.27 1230 459,135
March 2014 17.14 14.16 453,749
Apri12014 17.01 15.06 323,806
May 2014 16.75 13.80 340,144
June 2014 14.90 1332 331,178
July 2014 15.14 13.56 343,022
August 2014 16.99 13.27 341,381
September 2014 16.85 10.11 356,872
October 1 to ]4, 2014 1136 8.50 290,786

NASDAQ listing Application

Sears Holdings' application to list the subscription rights fortrading on the NASDAQ under the symbol "SHIRR" has been approved. Scars Canada's application to list

the Corrnmn Shares on the NASDAQ underthe symbol "SRSC" has been approved.

DIVIDINDS

The Corporation does not pay quarterly dividends. Seazs Canada regularly monito7s its sources and uses ofcash and its level ofcash on hand, and considers the most

effective use ofcash on handmcluding, among otheroptions, the payment ofdividends.

Since Febmary ], 2014, the date ofthe Corporation's most recently 51ed financial statements, the Corporation has not distnbuted or declared any dividends to its

shareholders.

In Fisca12013, the Corporation distnbuted appro~tely $509 rrrillion ($5.00 per Corrmnn Share) to holders ofCoremnn Shares as an ettraordinary cash dividend.

Payment for this e#raordmary cash dividend was made on December 6, 2013.

In Fisca12012, the Corporation distnbuted appro~amately $102 rrvllion ($1.00 per Corrnmn Share) to holders ofCor~mion Shares as an eMnordinary cash dividend.
Payment forthis c#reordmary cash dividend was made on Decembcr3l, 2012.
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Thcrc wcrc no dividends dcclarcd or paid to holders ofConnnon Shares during Fiscal 201 I.

During the 52-week pc~iod ended January 29, 20I I, [hc Coi~potation distributed appro~~~tcly $753.4 rrtillion ($7.(p per Corrvrxm Sh~rc) to holders ofCprtm~n Shares as

cMraordinary cash dividends. Payments for Nusc extraordinary cash dividends were n~adc on hmc 4, 2010 and September 24, 2010.

[1S E OF PROC~S

All ofthe gross proceeds ofthe sale ofConvnon Sharos upon exercise ofthe subscription rights, net ofany selling e~enses incun~ed by it, will be payable to and

received by Scars Holdings. Conscqucntly, Scars Canada will not receive any proceeds from the cncrcisc ofthc subscription rights, any sale ofthc subscription sights by

any stockholdcror the sale ofCoRmion Shares by Scars Holdings.

Assurrting the subscription rights am c~ccrciscd in full, Scars l loldinos c~ccts to receive gross cash proceeds ofappro~~tcly U.S.~380 million as a result ofthc sale of

40,OW,000 Common Shares.
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RIS K iACTORS

Bcforc deciding whether to c~ rcisc subscription rights and invest in the C~nvinn Shares, prospective invcsto~s should consider the risks described below.

Yau should cnreJidly cores'ide~'!he risks described below. IogeNtc~' with all oJ7he oilier in~~rmalion conlarned rr~. a~' incor7~arnted by reference. rnia lhrr pro.speclus.

iii ei~a/ualing whedeer In excrrise.rt~tb.scripfinn ri~lt/.c' and parcha.en atilt Cninutt~n Sha~~es. Thejbllowing risk {oclnrc coer/d acl~~ersely a(Jee1 n~n~ busrnes.c, rest~Ls o/.

operations. /rnmicinl condition and the price gJiu~n~ Common SHares.

Risks Relating to the Rights Offering

77re subscription price detenninetl for the Rights Offering is not necessarily an irulication ofthe price at which Sears C'nnada's Coiivrx~n Slwres will trade.

The board ofdircero~ of Scats Holdings based the per share subscription p~icc being used in the Rights Offering on various factors i~~cluding. among other things.

(i) cm~'ent and his'toncal trading prices ofSca~ Canada's Convnon Shares, (2) the dcsuability of broad participation in the Rights Ot~fc~ing by Scars ~bldings'stockholdcis

and (3) Scars Holdings' liquidity needs and the aggregate anx>unt ofpincccds to be paid to Scats holdings pursuant to the Rights Oflcting ifthc Rights OtTciing wcin fully

subsaibcd. The per share subscription price irary not be indicative ofthc price at which the Common Shares will trade aftcrthc Rights Oflcnng. After the date ofthis

prospectus, the ConnrK~n Sh~res may trade at prices below m above the subscription price.

No prior marke! crists fi r tl:e subscription ri{hts rind a !i yield market for the subscription rid lus nxe}~ nit develop.

Stirs Hoidinos' application to list the subscription rights for trading on the NASDAQ under the symbol "SFiLDR" has' been approved. Flowcvcr. the subscription rights

arc a new issue ofsccwitics with no p~im'tinding rnarkct NcithcrScars Holdings nor Scars Canada can provide you with any as>uranccs 1s' to the liquidity ofthc trading

irrarkct for the subscription ~igh[s or the price at which the subsniption rights n ay trade during the Rights Offc~ing.

Ifyou do rwt act prwnptly and follow the snbscriplion irzstructionc, your exercise oj'subscription sights will be rejected

Ifyou dcsirc to purchase Common Shares in the Rights Offering. you must act promptly to ensure that the subscription agent actually receives all roquired foma and

payments before the c~iration of the Rights' Offering at S:IX) p.~n, New York City tinx, on Novcn~cr 7, 2014, unless ScaiS Holdings c~tcnds the Rights Offcri~ig. [f you arc a~

bcncficial owner oCStIC Stock. you nxist act pro~r~dy to c~~suro that yourbrokcr, dc~lcr, custodian bank orothcrnomincc acts foryouand that die subscription agent

receives all required fomu rind payments bcforo the Ri~.hts Oflc~ing c~pires. Neither Scars Holdings nor Scats Canada is or will be responsible ifyour nominee fi~ils to cnsw~c
that the subscription aocnt receives all rcquircd forms and payi~nts before tlic Rights Oticnng expires. [f you fail to corr~lctc and sign the rcquird subscription fomr.

send an incorrect paynxnt amount, or othe~u-ise fail to follow the subscription procedures that apply ro the exercise ofyom'subsmiption rights before the Rights Offering

c~ires. the subscription agent will reject yow'subsciiption oracccpt it only to the c#cnt ofthc payment rcccivcd. None ofScars Holdings, Scars Canada orthc subscription

agent undc~takcs any responsibility or lction to contact you conccming an incony~Ictc or incorrect subscription fonnorpayment, nor~rc Scars Holdings, Scars Canada or

the subscription agent undcrany obligation to corrcet such fonrn orpaymcnt. Scars Holdings has the sole discrctimi to dctc~lninc whcthcra subscnptio~~ c~rcisc pinperly

coir~plics with the subscription proccdures.
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Yn1i roil! rapt be able to se!! tlu Conura~n Slmres that ~~orr brry in tlu Rights OfJ`erinK ruiti! yoty account is credited ivid: the Ca~v~x~n Shares.

[fyou arc a rcaistcrcd stockl~oldcrofScars holdings and you purchase (orrnrpn Shares in the Rights OHcnng, youraccount Hill be credited with the Conm~on Shags

as soon as practicable after the exercise ofyour subscription rights. Ifyour shares of SHC Stock arc held by a broker, dealer, custodian bank orothcrnomincc and you

purchase Coirnnon Shares pmsuan[ to your subscription rights, your account with yourno~inncc will be crcditcd with the Corrunon Shares you purchased in the Rights

Offc~ing as soon as practicable after the exercise ofyour subscription rights. Until yaw' account is credited, you may not be ~blc to sell yow~ Convnon Shares even though

the Co~rm~on Shares sold in the Rights 01~enng will be listed for trading on the NASDAQ. The trading price nay decline between the tinx you decide to sell your Comna~n

Shares and the tinx you arc actually aible to sell such Corrunon Shares.

You nuip not revoke ~~oia exercise nftJ:e subscription riglus arul~mu rordd he committed to he~~irg Coimratmn Shares nt a price above t{re prevailing market price after

con~letion of'the Riglus Offering.

Chicc you exercise your sights, you rrny not revoke the c~ terse even if you later team infonrntion that you consider to be unfavorable to the exercise of yaw rights. It

you c~rcisc yam' ~iahts, you irny not be able to sell the Corrnncm Shares purchased undm the rights at a price equal to m greater than the subscription price and you may

lose all or part of yam invcstm: nt in the Coimnon Shares.

Yorr will not receive interest onyoty subscription fiauls rlrving the periotlpeiuliirg the c/osir~ ofthe Riglus Offering.

The subscription agent will hold the gross proceeds from the sale of Conainn Sh~res under the rights in escrow in a scorcgatcci bank account, and it will release the

proceeds of any subscription rights c~rciscd prior to the c~iritim~ date, to~cthcrwith any intcinst cmncd on the proceeds, Icss any applicable withholding taxes. to Scars

Holdings as soon as is p~acticablc aRcr the exercise ofsuch subscription rights. Co~rnr~n Sharos subsc~ibcd forpiiortothe expiration date will be crcdirod to your account

or the account n}'your nominee as soon as p~acticablc aflm'thc cxcrcis'c ofsuch subscription rights.
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/Jyou crake paynreru of7he prvclmse price by nnceKified cluck, your check nxiy nit clenr in sr~cieM time !n enable yon to prvclrase Connn~n Slurres in the Rights

Bering.

Any unccttificd check used to pay for the Conm~n Sheres to be sold in the Rights Offciing nn~st clear prior to the c~iration of the Rights Offering, and the cicaiing
process imy require five or n~rc business days. Ifyou choose to c~rcisc your rights, in whole or in part, and to pay far shares by uncertified check, and ifyourchcck has
not cleared prior to the cxpirdtion ofthc Rights Of}o~ing, then you will not have satisfied the conditions to c~rcisc your rights and will not receive the CoiTnnon Shares you
wish to purchase.

Ifynrr receive and exercise the s~discription rights, you nay be srtbject to adverse U.S federal income tnx consequeiues.

If~you receive a subsc~ipCion naht and c~rcisc that right, you should generally c~cct to have (I) taxable dividend incorrc equal to the fair market value (ifany) ofthc
subscription right on the date of'its distribution by Scars Holdings and (2) nn additional income upon the exercise ofthc subscription right. As a result, you may need to
fiend any taxresulting Prom the receipt ofthe subscription right with cash fromothcrsourccs.

Sec "Q rtain United States Fcdcral Incorrn Tax Considerations".
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Ijyou ore a U.S trcrpuyer and receive urul se!! the subscription riglus; you mn}' be subject !n adverse U.S fedora! income trcr consegrurnces

Ifyou arc a li.S. ta~aycr and receive a subscription light anti sell that light, you should ocncrally expect to have (I) ta~blc dividend inconx cqu~l to the fairrr~rkct
value (if any) ofthc subscription right on the d2tc or its distribution by Scars Floldings and (2) short-tcnncepitalgain or bss on the sale ofthc subscription right equal to
the difference between the proceeds received upon the sale and the fiirrrrarkct value (ifany) ofthc subscription sight on the date of its distribution by Scars Holdings. It is
possible that the sale proceeds received upon a sale ofthc subscription rights will be Icss than nny t.urosulting fiomyour receipt ofthc subscription ~i~ht. In this event.
you will gcnc~~tlly need to fund the rcn~aining portion ofany taxwith cash from other sources. Scc "Certain United States Fcdc~al Income Tar Considerations".

Ifyou are a U.S taxpayer uiu/ receive bid do n~~t sell or ecercise the suhscriptinn riglds before Ute}~ expire, yore finny be subject to udvene L/.S fedora/ income tar

coreseyuerrces.

If you arc a L.S. ta~aycr and receive a subsenption right from Scats Holdings and do not sell or exercise that right before it e~ires. you should genernlly c~ect to have
(I) taw~blc dividend income equal to the fair ~rerkct value (ifany) oftl~c subscription right on the date of its disinbution by Scars Holdings and (2) a short-tcnncapital loss
upon the c~iration ofsueh right in ~n amount equal [o yo a adjusted tax bas is (ifany) in such right In gcncril, capital losses arc available to a CLS. ta~aycr only to ot~fsct
capital gains and may not be used to offset dividend orothcrincomc (c~cpt. to the cttcnt ofup to.53,000 ofcapital Ions perycac in the case ofanon-corpoiatc U.S.
stockholder). Accordingly, if you receive a subscription sight from Scars Floldings and take no action, you may owe taxmul need to fund that tax with cash tiomothcr
sources.

You should discuss with your taxadvisorthc L'. S. fcdcnil inconx taxconscqucnccs of~rccciving and neither selling norc~rcising the s'ubsc~iption rights.

Sce °Certain United States Fcdcral Incons TxxConsidc~ations".

If'!he Rig!#s ~erir~ is r:ot f~dly srdiscribetl, F.SL mrd other cristi~ s7ocklu~lden ofSears Holdings map urcrnase il:eir mv~un/:ip in Sears Cu~rudta

[:SLbcncficially o~ms approximately 27.6%of Scars C~mada's outstx~ding Coitnnon Shares. Edward S. I..airq~crt and certain othcr~Laffiliatcs have advised Scars
I loldings of~thcir intent to c~rcisc thcirpro ralo potion ofthc basic subscription rights in fiill as soon as practicable after the subscription lights have been distiibutcd,
though they have not entered into any agrecrrxnt to do so. Fairholnx has also advised Scats Holdings that it c~ects that certain ofits' clients will participate in the Rights'
Offciing at levels to be dctcmiined, subject ro review ofthe temps and conditions ofthc Rights OtTcnng and regulatory considerations. As a result, following the completion
ofthe Rights Offering, we expwt FSL will beneficially own between appro~matcly 45.0% and 47.(P/o ofour Coirni~n Shires. Tv the c~tcnt that the subscription sights arc not
exercised in full by all holders of n~hts, FSLand F<iirholmc rrniy increase their respective percentage beneficial oN~icrsl~ip of~Scars Canada through thcircxcrcisc ofthc ovcr-
subsc~iption p~ivilcgc. through open irarkct pwrhascs ofsubsaiption rights orComnon Shares or otherwise. However, ESL has indicated to Scars Holdings that it does not
in[cnd to pwsuc these options to the extent they would result in FSLowning 50.0"/0 or rnorc ofScars Gmadu's Coitmion Shlres upon completion of the Rights Oflb~ino.
Notwithstanding ESL's stated intentions, neither Scats Canada nw Scars I loldings has any agreement, airangcmcnt a imdcrstanding ti~ith cid~cr ESL or Fairholmc as to the
c~tcnt of the c~rcisc ofany over-subscription pnvilcgc.lf'ESL c~rciscd its basic subscription right as well as the over-subscription right in full. and no other stockholder

c~rciscd its subscription rights, PSl.would own between ~ippro~n~amly 672%and 69.2% ofthc Connnon Sh:n'es. IfFairholmccxcrciscd its basic subscription sights as well

as the

Table of~Contcnts

over-subsciiptio~~ sight in full, ESLc~rciscd its basic subscription right and no othcrs'tockholdcrc~rciscd its subscription sights, Fairholnx would ow~~ approainetcly
20? % of the Coirnnon Shares. Your interests as a holder of SHC Sock trey differ from the interests of ESL or other c~stino sioniticant stockholders of Scars Holdings. Scc
"Dcsc~iption ofthc Rights Oflc~ing--Principal Shareholder".

Risks Relating to the Common Shares

As long us F.SL erer(s significant voting influence over us,~~our ability to ii~uence matters reytdrirr~ sirarehofder approval roil! be linvterl.

SLowns approxiir~tdy 48.5% ofthc outstanding SF3C Stock. Ldward S. Iampcn and certain other ~SLafHliatcs have advised Scars Floldings that they intend to
c~rcisc thcirpro i~n~a portion ofthc subscription rights which represents appromimtcly 17.70.000 to 19,4(xl,IXxl Coirnnon Shares, or U.5% to 19.(P/ of Scars Canada's
outstanding Convtxin Shares as soon as practicable aftcrthc subscription lights have been distributed, although they have not entered into any agrccnxnt to do so. Upon
such c~rcisc ofthc basic subscription right, ESL will own between approximately 45.0%and 4Z0%ofSca~z Canada's outstanding C~nma~n Shares. ESLhas fiurthcradviscd
ScaiS Holdings that, to the c~lent that it iniy exercise subscription lights under the additional subscription privilege dcse~ibcd undm~"Description ofthe Rights' Offc~ing", it
will not do so ifsuch c~rcisc would increase its collective ownership to 50.0% onnorc ofthc outstanding Co~rvrpn Sharon. Notwithstanding ESL's stated intentions. neither
Scars Ctm~da nor Scan Holdings has any agreement, arrangcrrcnt or undc~standina with ESL as to the c#cot ofESCs c~roisc ofits over-subscription piivilegc. IfFSL
c~rciscd its basic subscription right as well as the over-subscription iiaht in full, and ~~o othcrstockholdcrcxcrciscd its subscription lights. FSL would own bchvccn
appro~matcly 672% and 69.2%ofthc Coirnnon Shares. Ifall ofthc subscription sights arc c~rciscd in the Rights Ofloiing, Scars Holdings will d~ercaNcr directly own
appropmatcly i IJ% ofthc Ci>nanon Shares. So long as LSLdircctly or indirectly crcrts significant voting influence ovcrofouroutstanding Common Shares, it will have the
ability to significantly influence the election ofthc Board of Dircctois and the outconx ofccnain s'harcholdcr votes.

Accordingly. FSL will have the ability to exercise significant influence ovcrccrtain actions to be taken or approved by our dirccto~s and shareholders, indudi~g with
respect to certai~~ i~rgcrs orbusincss combinations m~dispositions ofall orsubstan[ially alloPourasscts.



ESL's sionificunt voting influence control imy discouiagc transactions involving a change ofcontrol of us, including transactions in which you, as a hoidcrofour ~~
Conamn Shares, might othervvise receive a prcirnwn for your shares overthcthen-current market pricy Subject to certain limits, FSL is also not prohibited fromsclling its'
significant interest in us to a third party and irny do so without yourapproval and, subject to applicable laws, without providing fm a purch~sc ofyourConvmn Shares.
Accordingly, yourCorrnncm Shares trray be worth less than they would be if CSLdid not rrraintain significant voting influence over us.

E'SL's interests nr~y be different than yow interests and Scats Holdings and LSl,rzrayhave invcsmicnts in othcrcoirq~anics that nny coity~ctc with us and rt~~y have
interests from time to time that diverge from the interests of our other shareholders, particularly with regard to new investment opport~mitics.

In addition, conflicts of interest ~riay ansc between Scars Holdings and/or FSLand us, including corpoiatc opportimitics, potential acquisitions m'transactions as well

as othcnrmttcrs. We n ay be adversely at7cctcd by any conflicts ofintcrest between Scars F~3oldings and/or ESLand us. Furthcrm~rc, neither Scars Holdings nor ESLowcs
us or oursharcholdcrs any fiduciary duties undcrCanadian law.
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In the event that Scars F~loldings c~cricnccs financial difficulCy, it is not possible to predict with certainty the jurisdiction orj~nis'dictions in which insolvency or similar
proceedings would be corrnrx need orthc outconx otsuch proceedings. Ifa bankmp[cy, insolvency or sintilarcvcnt occurs, there coidd be proceedings involving Scars
Moldings in the United States or elsewhere and it is possible that we could be made a part ofthcsc proceedings. This risk decreases as the perccnt~gc oFCorr~an Shares
held by Scars F3oldings dccroascs.

77u price oJ'our Cnnvrr~n Shores nw~~ decline if'ESL or Sean Holdir~s alter t{reir shnteg}~ with respect to !heir nwnenhip nfota shares

FSLand Scars Holdings have advised us that they have not reached any decision regarding whetherm' for how long they will retain thcirshurc o~v~icrship in us and
what form ifany, the disposition or distribution oCthcirCorrnnon Shares will takes FSl,and Scars Holdinbs will, in their respcetivc sole discrctions, dctc~minc the timing and
tcm~s ofany tians~ctions with respect ro their Cortnnon Shares, taking into account busincst and n~arkct conditions' and other factors that they dccmrcicvant. Neither FSI,
norSca~s Holdings is subject to any conUactual obligation to irraintain its ownership position in us. nor is FSL subject ro any conti.tctual obligation ro us to n~iintlin its
ownership in Scais Holdings. Consequently, we cannot assure you that either ESLor Scars Holdings will maintain its cuncnt direct or indirect ownership ofow Common
Shares'. Any announcc~r~nt by PSLor Scais Holdings that they have reached a dctcnnination regarding what to do with thcirdircct or indirect ownership ofourConviwn

Shares, or the perception by the investment conurnmity that ESL or Scats Holdings has reached such a detemnnution, could have an adverse impact on the price of our

Coirurxin Shares.

TTu nmrket price nfnur Cnnv~rnn Shores is subject !o nxerket valtu Jluctuutioits.

Fromtinx to tiim, the stock irarkct cxpc~icnces significant p~icc and volwnc volatility that n~iy affcet the nmrk~t price oCo~u~ Convrpn Shares for reasons unmlatcd to
our perfomrance. In additim~, the financial ir~rkcts arc gcnci~lly cha~zcte~izcd by c~cnsivc intcrconncctions .unong financial institutions and, accordingly. defaults by other
financial institutions in Canada, the United States orothcr coimuics could advmscly effect us and the narkct price ofourCo~rnnon Shares. The value ofourCo~rnnon Shares
is also subject to ~rprkct value Fluctuatim~s based upon factors which influence our operations, such as legislative or rc~ulntory developments. competition, technological

change and global capital market activity.

Risks Relating to0ur Business

If~»e are ruwbfe m cony~ete eJj`ectivel~~ in the higldj• coirrpetitive retui! i~ultcstr}~, onr business and restdts ofoperutions coedtl be nueteriu!!y ndvenel}~ aJJected.

The Canadian retail imrkct rcireins highly co~r~pctitivc as key playm5 and new entrants' corty~ctc for n~rkct share. lntcmational retailers continue to c~and into Canada

while casting coir~ctitors enhance their product of7cnngs and bccoinc direct competitors. Our conq~ctitors include haditional hill-line department stores, discount
dcpaitnxnt s'tores. wholesale clubs, "big-box" rctailc~~, intcmct rctailcis and specialty stores offering altcmativc retail formats. Failure to develop and i~r~plcmcnt appropriate
coix~pctitivc stralcgics and the perfoimancc ofour coiry~ctitors could have a nptc~iai advcisc cflcct on ow~ business, results ofoperations end financial condition.

In order to stay corry~ctitivc and relevant to oin'cus[omcrs. the Co~porations'stratcgic peen for2014 is ccntc~~;d on three strategic levers: ~Txrchandising value. cost and
efficiency value, and the value ofour network and assets. The achievenxnt ofsh.ucgic goals may be advc~sely affected by a wide range ofti~etois. many of which ar
beyond our control. The inability to execute and integinte shategic pla~~s could have a negative impact nn the Co~por~tion's cun'ent opei<~tions. market reputation,
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customer satisfaction and financial position. The Co~poi~ition's ability to irrq~lcimnt and achieve its long tcnnstratcgic objccti~ros is dependent on the achicvcmcnt ofthcsc
strategic plans and initiatives. Thcrc can be nn assurance that such plans and initiati~ros will yield the expected results, either ofwhich could cause us' to fall short in

achieving financial objectives and long-~angc goals.

Additional risk nary arise when fmcion retailers canying on business in Canada in competition with us ongagc in rr~u'kcting uctivitics which arc not i~~ full cony~liancc
with Canadian Icgal requirements regarding advcitising and labeling tales and product quality standards'. Such rotailc~s may gain 1n unfair advantage and thciractivitics imy
negatively aflcct ourbusincssand results ofoperntions.

Tl~c ~rrajonty ofthc performance payrrsnts earned pursuant to the credit card marketing and servicing alliance with JPMorgan Chase arc related to custoirxrs' purchases
using the Sears Card and Scars MastciCard. The credit card industry is highly competitive as credit card issuers continue to expand their product offerings to distinguish

their cards. As competition increases, there is a risk that a reduction in the ~crccntagc ofpurchascs chxrgcd to the Scams Card and Scars MaslmCard trey negatively ii~act

ourres'ults ofoperations and financial condition.

Dru to the seasoardiry ofn~~r business, oia residts ofoperntioru wnrdrl be ndven. elf• affected ifour bresiness perfnnned pnnrl}~ i~t Ure ft~urth grainer or as a resrdt of

~uzseasonable x+eatlrerpattenu.

Our operations e~ro seasonal in nature with respcet to results ofopc~utions and in products and services offered. Merchandise and service rcvc~~ucs, as well xs
perfo~mancc paym; nts received fromJPMo~gan Chase. vary by quartcrbascd upm~ consumcrspcnding behavior. Flisto~ically, ow' mvcnucs and carvings have been higher
in the fourth quartcrduc to the holiday season and we have repotted a disproportionate level ofcamings in that qua~tcr. As a result, our fowth qumYcr results ofoper~[ions
significantly impact ourannual results ofopci~tions. Our fourth quarter results ofoperations may fluctuate significanNy, based on rr~my factors, including holiday spending

pattcros and wcathcrconditions.In addition, we offer many seasonal goods and services. We establish budgeted inventory levels and promotional activity to be in

accordance with our shatcgic initiatives and c~cctcd consurrcrdcirend. Businesses that gcnc~atc revenue fromthc sale ofscasonal mcrchandis'c and services arc subject
to the risk ofchangcs in conswncrspcndingbehavior as aresult of unscas'onablc weather pattcros.

If rve fat! to offer u~rcha~ulise and services tluit otrr crrstomen n~aru, our sales ime~~ fie limited, which wordy! redr~rn ma revemus and profits aiul rulvenel}'impact our

restJts ofnperutions.



To be successful, we must identify, obtain supplies and oPTcr to customcis attrlctivc, relevant and high quality rrwrchandisc and services nn a continuous basis.

Custom:rs' preferences rrny cha~~gc over ti~m. if we nnsjudgc either the dcirpnd for products and scivices we sell or our custom:rs' purchasing habits and tastes, we r~~y be

faced with c~css inventoncs ofsonx products and nvsscd opportunities for products and se~viccs we chose not to offor. This could have a negative etTect on our revenues
and profits and advciscly impact oin~ results ofoperations.

Orvfuileae to retain orir senior naarmgenrent team and to contiraw to attract ynalified new personnel cmdd adversely affect our beuirress u~u! restdts of'operutiotts.

Our success is dependent on our ability to athact, motivate and retain senior leaders and other key personnel. The loss ofonc ornprc of the rrGmbers of oursenior

n~magement rr~ry disnipt o~n' business and adversely affect ourresults of operations. Furthem~rc, we may not be successful in attracting, assimilating and retaining new

pc~sonncl to grow oin' business profitably. The inability to attract and retain key personnel could have an adverse effect on our business.
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If we do pmt sraressfr~lly manage ota iirventory levels, our resrdts ofoperationc wil! be adversely ajjected

We must imintain sufficient in-stock inventory levels to oper~tc the business successfully while irrinimizing out-of-stock levels. A significant portion of inventory is

sourced fromvcndors roquinng advance notice pcnods in order to supply the quantities that we require. Thcsc Icad tinx~s array adversely ir~act Durability to respond to
changing consunxr preferences, resulting in inventory levels that arc insufficient to meet dcir~nd or in ~r~rchzndisc that rmy have to be sold at lowcrpiiccs. Inappropnatc

inventory levels ora failure to accu~atcly anticipate the fiiturc dcirend for a particular product or the tiinc it will take to obtain new invcntmy rt~ay negatively iny~act our

results ofoperations.

Ifwe am ~mable to secrae tin agreeme~u with « frnuncia! institution fr~r the nwnugernerri of the credit aarl finmuru! services operations mrdersuhstantiully t!u mnae

teens aiu! condition as currently in crisTence, ory resrdts of ~perntiom a~ul finaiu~iu! co~ulrtio~r will be negatively inrpacte~

Our credit and financial sciviccs opciations arc cuircndy ~rxanaacd by JPMoroan Ch1sa We entered into along-tem~imrketing and scivicing alliance with JPMmgan

Chase in 2005 with a tcnnoC 10 years. The tcnnofthis alliance is set to c~irc in ~ovembcr20I5. We arc cuRcntly in the process ofcons'idciing othcrpotcntial options with

respect to the fiiturc manaocmcnt of the credit and financial services opmations, tmd there is a nsk that we troy not be able to secure anodicr s'crvicc provider or that it~wc

do so, it will not be on tcm~s end conditions as fivow~ablc to us as those we cun'ently have with ,IPMorgan Chase, which would, in either case, rmtciially adversely affect

oun~csults ofoperations and fi~~ancialcondition.

We rel~~ extensively on comprUer system [o process transuctiortc, stu~mwri; e res~dts mu! iraumge ova hi~sinesc Disr~y~tions in these systenn cadd burnt air ability to

rr~n ova b~niness.

Gvcn the number of individual trmsactions that we process each year, it is critical that we maintain unintcnuprod operation ofourcon~uterand convnunications

I181'(IwF1iC and software systcnu. Thcsc system arc subject to obsolcsccncc, darrn~gc or intcnuPtion frompowcr outaocs, coiriputcrand tcicconanunications failures.

computm'vinis'cs. s'ccu~ity breaches, catastrophic events such as fires. natural disasters and adverse weather occwrcnccs and usaac errors by ow' cilp~Ioyccs. [f the

systcrru arc damaged orccasc to function properly, we trey hove to irekc a significant invcstn~:nt to fix orrcplacc [bent nay suPlcrintcnuptions in opmations in the intcnm

and om~rcputation with ourcustomcrs may be hamxd.0urability to n~lintain sufticicnt im~cnto~y levels in ourstores is cnticalto oursucccss and largely depends upon the

ctlicicnt and uninromiptcd operation oCoin' con~utcr and conu7umications hardware ~md software systcnr. Any ~tnumi~l intcn'uption in ourcon~utcropc~ations nay hnvc a

matc~ial advcisc cfluct on our business' end results ofoperations.

We rely err fi~rei~n sources for siKiuficant uirruirrts nfour merclwndise, urrd otrr br~si~uss' naa}~ thereji~re be ~ugatively ufJected by the risks associated with inter~mtio~wl

trade.

We arc dependent upon a significant amount of products that originate fromnon-Canadian markets. In particular, we source a significant mnount ofproducts from

Chine. We arc subject to the risks that arc associated with the sourcing and delivery ofthis rrcrchandise, including: potential economic. social and political instability in

jwisdictions where supplicis arc heated; stnictural intcgiity and fire safety of foreign iactoiics; increased shippin, costs. pomnti~l transportation delays and intcnvptions';

advc~sc foreign cun'cncy Fluctuations, changes in intcmational laws, r~dcs and regulations pcnaining to the irr~ort~ition oCproducts, quotas; and the i~rq~osition and

collection oft~~s and duties. Any increase in cost to us of~mcrchandisc purchased fi~om forci~n vendors or resuiction on the merchandise ~~de ~ivail~blc to us by such

vendors could have an adverse effect on ow~ busincs's and results of'operations.
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Ikurrage to tl:e reprrtutio~cs of7he brawls we sal! coedd reduce ory revenues ruu! profrts and adversely impact our resrdts ofoperatiorn.

As a diverse and multi-channel retailer. we promote ir~my brands as part ofour nomzai course of bus'incss. Thcsc brands include the Scars brand. its prn~atc label

bands fm~product Iincs such as Jcssica~"~, and non-proprietary bands exclusive to Scars. Danngc to the reputation ofthcsc bends orthc reputation ofthc suppliers of

these brands eould negatively impact conswncropinions of Scars or ourrclatcd products and reduce ow'rcvcnucs tmd profits and adversely i~~act ourmsults of

operations. In those circuimtanccs, it irny be ditlicult and costly for us to regain customer confidcncc.

Ifair relutiorrsl:ips with ora signifrcant siq~pliers were !n 6e iny~uire~l it cordd Jmve a negative rmpuct nn our canpetitivepositiar and orer resrdts nfoperatrorn and

finarrcia! condition

Although ourbus'incss is not substantially dcpc~~dcnt on any one supplict', ow'rclationship with certain suppliers is ofsignificancc to ounmrchandising str~tcgy,

including attracting custonxrs to our locations, cross scgircnt sales and irrragc. The loss ofa significant supplier relationship could result in lower revenues and decreased
customcrintcrest in our smros, which, in tom, would adversely affect our results of operations and financial condition. In addition, we nr~y not be able to develop

rcla[ionships with new suppliers. end products fromaltc~~~a[ivc sources, if any. nay be ofa lesser quality and more expensive than Ihosc we currcndy pwrhasc.

We re!}' on thirdpaKies toprovide rGs wit/v services in coimection with the adnunistration ofcertain bresinessfi~nctiom:

We have entered into agrcmmnts with thud-patty service providers (both domestic and intcmationel) to provide processing and administration functions over a broad

~~ngc oFarcas. Thcsc areas include finance and accounting, infom~ation technology, payroll, procu~~~mnt and call centre functions. Services provided by third parties as a

part ofoutsourcing initiatives could be intcm~pted as a result ofrr~any factors, such as social or political unrest, natwal disasters, c#rrr~ or unseasonable wcathcc acts of

war or tcrronsnt systcir~s breakdowns m'powcr outages or other significant events outside ofourcontrol. conh7ct or labourdisputcs,strikes orfailm'c by third parties to

provide these services on a ti~mly basis within service level cxpcctations and perfonrancc standards, which could result in a disniption of~ourbusincss, and adversely

affect om'results ofoperations and financial condition. In addition, to the c#cot we arc unable ro maintain our outsourcing a~rangcincnts, we could potentially incur

substanti~i costs. including costs associated with hieing new employees, in ordm to return these services in-house.

We rely on nea relatio~tslap with n nrunher oflicensees to umrutge a~u! operate tlm da~~-to-da~~ operatinm ofcenain coir~onents oforrr fii~.siness.



We have entered into licensing xnangcirxnts with various third parties. Airy financial instability of licensees and their inability to fiilfill the tcmr, and obligations under

thcirrespcctivc agreements with us could have tt n~ttenal adverse cflcct on om~ revenues with respect to these an~mgcrnmts and coidd cause us to incur substantial costs,

including moving the services in-house or finding an altcmativc third party to perfortnthc services.

The lack nfwillingruss ofora vendors to provide acceptable pnymen! tervm cordd negatively impact otrrli yeddiry aarl/or reduce t/u availability ofproducts or services

we seek t~ procrae

We depend on our vendors to provide us with financing for ourpw~chascs ofinvcntory and services. Ow'vcndors could seek to limit the availability o}'vcndorcrcdit to

us or other tc~rr~s under which they sell to us, or both, which could negatively iirq~act our liquidity. In addition, the inability of our vcndo~5 to access liquidity, or the

insolvency ofour vendors, could icad to their f'ailurc to deliver
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i~~vcntory m other services to us. Certain ofour ~~cndors rray finance their opci~tions andiorrcducc the risk associated with coliccting accounts receivable from us by

selling or "facronng" the receivables or by purchasing credit insurance or other fon7s ofprotcction from loss associated with ow~crcdit risks. The ability ofour vcndo~ to

do so is subject to their perception of ourcrcdit quality and operational perfonnancc. Oiu~ vendors could be limited in thcirabiliry to factor receivables or obtain credit

protection in the future because ofthcirown financial conditimi and rr~rkct perceptions ofour financial position, credit worthiness and operntional perfo~mancc, which

could reduce the availability ofproducts orscrviccs we seek to proc~nc.

We naa}' be subject to product liability clnims iJpenp[e or properTies are fmrnred by the products we se!! nr the services we offer.

We sell products produced by third pasty rr~nuficturcrs. Some of these products ~~y c~osc us to product liability claiim r~lating to personal injury, death orpropci7y

darrragc causal by such products and n~iy require us to take actions, such as product recalls. ]n addition, we also provide various services which could give rise to such

claiiTs. Although we rrraintain liability insu~ancc to mitigate these potential claiim, we cannot be certain that its covc~7gc will be adequate for liabilities actually incurred or

that insurance will continue to be available on economically reasonable terns or at all. Product liability claims can be e~ensive to defend and can divert the aittention of

n~nagci~nt and othcrpc~sonncl for significant periods, rcgardicss ofthc ultinptc outcome. Claiirn of this ~~aturc, as well product rocalls, could also have a negative impact

mi customer confidence in the products and services we oflcrand on our reputation, and could have a rratcrial adverse cf7bct on ourbusincss and ow~results ofoperations.

lfwe rlo not mni~uairr the securit~> oforir c~a7amr, associate or cony~uny injnrinatiorg we cordrl danw~e oiv reprdation, irrcurs~~bstu~uiul «d~litionrd costs ara! becn~ne

subject to litigation

Any significant sccunty coir~promisc orbrcach olbustomcr. associate orCmporation data, either held or maintained by the Corporation or our third party providcis.

could significantly damage om'rcputation and brands and result in additional costs, lost sales, fines and/m~ lawsuits. The rogulatory cnvirommnt in Canada related to

infom~ation scc~vity and privacy is very rigorous. There is no oua~antee that the procedures that we have i~~lcmcntcd to protect against unauthorized access to secured

data arc adequate to saf'cguard against aII data sccwity breaches. A data sccunty breach could negatively impact ourbusincss and o~u~results ofoperations.

We are srrbjecl to a nranber oflong-terua real estate leases wfriclr coedd res(net our ability [o respoml to charges in deirrogrnplucs or the retail errvirorn~aeiu «nd

ndvenel}' inrpncl ora restdts ofoperations

As ofOctobcr 14, 2014, we operntcd a total of 113 r~iill-Line dcpartincnt stores.307 s'pccialty stm~cs (including 47 Scars Home stoics, I I Outlet stoics, four Appliances

and Mattresses stores, 211 Floixxtown Dcalcr stores operated imdcr independent local ownciship and 34 Corbeil stoics), 1.378 catabguc merchandise pick-up locutions and

96 Scats Travel ot}iccs. We own I4 Full-line dcpamncnt storos. The majority ofthc rcn~uiing Full-I.inc dcpartncnt stoics arc held under long-tc~m leases. We operate the

nrajo~ity ofour Scars Ho~r~e stores under short-tcnnlcascs. While we arc able to change ourmerchandisc mixand relocate stores in order to rr~~intain co~~ctitivencss, we am

rost~ictcd fi~om vacating a cun'ent siro without breaching ourcontiactiiai oblio2[ions and incwring Icasc related expenses forthc rcirn~ining portion ofthc lcaso-tcmi The

long-tcnnnaturc ofthc leases may limit Durability to respond in a timely ircanncrto ch~ngcs in the demographic or retail em~irommnt ~t any bcation. which could adve~scly

atloct ourresults ofopciations. In addition, when leases for the stoics in o~n' ongoing operations cq~irc, we inay be ~m.iblc to negotiate roncwals, either on corrn~xrcially

~cccptablc trams. or at all, which could cause us ro close stoics. Accordingly. we arc subject to the risks associated with leasing roal estate, which could have an advcisc

cPfcct on ourresults ofoperatimis.
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We nra}~ be subject to legal proceedi~~s if'we violate tfm operating covenants in our real estate leases that co~dd adversely «fjec( our becsiness nn~l resrdts of'operatia~s

As ofOctobcr 14. 2014. we had operating covenants with landbrds for appronir~tcly IIX) ofour Full-Line department stoics. An operating covenant generally rcquims

us, during nonr~l opc~ating hours, to operate a stoic continuously as per the idcntificd fonmt in the Icasc agrccrrxnt. As oCOctobcr 14, 2014, the rcn~ining tennofthc

various Scars opc~ating covenants ranged from Icss than one year to 25 years, with an average remaining tcimoCeppro~nntcly seven years, not including renewal options

available to SeaiS Canada. Failure to observe ouroperating covenants rr~y result in Icgal proceedings against us and adve~scly af7cct our business and results of

opc~ations.

We nre subject to lu~tn and regrJations dm[ iny~act o~v bresiness and a fhil~ve to cony~l}' with such larw arul regrdnlio~zs corJd !curl to /ax~stuts or regrdatory «coons

aguim! eu Ihut cordd advenel}' affect Dior business aiu! resrdts of operatio~zs.

Caws and regulations arc in place to protect the interests and well-being ofourcustomcrs and coirvnimitics, business pannc~s,suppliers, crrq~loyccs. shareholders and

crcdito~s. Changes to statutes, laws, regulations or regulatory policies, including changes in the intcipretation, in~lementation or enforecment ofstatutes. laws, rcoulations

and rcgulatory policies, could advc~scly affect ourbusincss and results ofopc~ations. In addition, we trey incur significant costs in tl~c course ofco~~lying with any

chan~cs to applicable statutes, laws, regulations tmd regulatory policies. Our failure to comply with applicable statutes, Taws, rcgula[ions or regulatory policies could result

in a judicial or rcoulatmy judgincnt or sanctions and financial penalties that could adversely impact our reputation. business and results of operations. Ald~ough we believe

that we have taken reasonable irpasures designed to ensure coir~plia~~cc with governing statutes, laws, regulations end irogulatory policies in the jwisdictions in which we

conduct business, tl~crc is no assu~ancc that we will always be in compliance or dcci~d to 6c in con~liancc.

In addition, changing laws, regulations and standards relating to corporate governance end public disclosum, including those related to foreign piivatc issuers and the

Snrbanes-Qcley.lcr of2002, and related regulations irr~lcirantcd by the SEC' arc creating uncertainty for forcion private issuers, increasing Icgal and financial coirgaliancc

costs. and making some activities rr~rc turn conswrnn~. We arc curccntly evaluating and monitoring dcvclopnxnts with respect to new and proposed mlcs, such as the new

conflict ntincrals discbsurc rcquircmcnts. and cannot predictorestirrr3tc the amount of ~dditionai costs we may incm~ or the timing ofsuch costs. We intend to invest

resources to corr~ly with evolving laws, regulations and stssndards, end this invcstrrnnt ir~y result in incrcasccl gcncial and administrative expenses. Your cffons ro comply

with ncti~ laws, rogulations and standards differ fi~om d~c activities intended by regulltory or governing 6ociics due to ambiguities related to practice, regulatory authoiitics

may initiate Icg:tl proceedings against us and ow' business nti~y be hanrcd. The costs ofcompliancc orour failure ro comply with these laws. rides and regulations could

advciscly affect our reputation, business, results ofopciations, financial condition and the p~icc ofour (:onunon Shmns.

We airy lose nur foreign private issrrer s[at~u i~r the fiurve, which cordd res~dt in signifrcunt additional cos7s «ral erpe~nes to rcc



z7
In order to maintain om' cun'ent status as a foreign piivatc issuer under U.S. fcdcral sccuntics Taws, a t~jonCy ofour Conur~n Shares ~ruist be cithcr directly or indirectly

owned by non-residents ofthc United States unless we also satisfy each ofthc three additional rcquircr~nts in accordance with the definition of"foreign pnvatc issuer"

under Yhc U.S. E~hangc Act. In addition to the nmjonty of our Cor~mion Shams being owned by rcsidcnts of the United States, iCany of(i) the majority oibur c~cccutivc

officers or directors am United States citizens orresidcnts, (ii) more then fifty percent ofour assets arc located in the United States or (iii) ourbusincss is adnnnistcrcd

principally in tl~c United
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States, then we would bsc our foreign private issuer status. We cwrcntly satisfy the test and qualify as a foreign private issuer, but we cannot be certain that we will meet

these rcquircmcnts in the future. The regulatory and corry~liancc costs to as imdcr li.S. fcdcrel securities laws as a li.S. domestic issuer nc~y be significantly more than the

costs we incur as a Canadian foreign private issuer. If'wc cease to be a foreign private issuer, we would not be eligible to use the rrniltijwisdictionaldisclosure systcmor

other foreign issuer fours and would be required to file periodic and current reports and registration statements on U.S. donnstic issuer fours with the SEC:, which arc more

detailed and c~cnsivc than the fonm available to a foreign private issuer. We irray also be rcyuircd ro prepare our financial statcrtx nts in accordance with U.S. generally

accepted accounting principles, or C'iAnP. Thcsc additional reporting obligations could be cosily and have a ncgltivc iir~act on ow' financial condition.

We are ret~tured to compl~~ with fedora! aral provincial e~:viroivnenta! lows «~rtl reg~Jatiom, the cost ofwhich nm~~ advenely aJject our restd(s of operatiorn a~ul

frnuncial condition

We arc c~oscd to cnviromnental risk as an owner, lessor and lessee ofproperty. Under fcdcr~l and provincial laws, the owner, lessor or lessee could be liable for the

costs ofrcmoval and rcmediation ofccrtain h~~lydous substances' on its properties ordisposcd ofat other bcations. The failuro to remove orrcinediatc such substances, if

any, could lead to clainn lgainst us.

We arc cmrcndy rcmediating various locations across Canada where we operated auto centers. gas bats and a logistics fuility. The c~cnt ofthc rcnxdiation and the

costs thereof have not yet been dctcnnincd. We continue to rrxmitor [hc costs of rerrcdiation and appropriately provide for these costs in ourrescrvcs. lfwc corrmiit to

renovating a leased or owned building that contains or imy contain ~sbcstos, or ifasbestos is inadvcitcndy disturbed, we will be legally obli~atcd to coir~ply with asbestos

removal standards. The c#cnt of this liability has not yet been dctcrmincd because the costs to raixivc asbestos depend upon tactms including, among others, the bc~tion

and calent of any renovations imdmtakcn. Inadvertent disturbance ofasbcstos cannot be foreseen. The costs incwrcd by us could be significant and nny ncoativcly intact

our results ofoperations and financial condition.

We am exposed to n variety nf7ega! prnceedin~s, incleulirrg class action lunnedts, and [ru audits wluclg ifarlvenel~~ decided, coidd uu~teriully udvenely affect rrs

We cun~cntly arc involved in various Icgal proceedings incidental to the nomvl cours'c ofbusincss. Although we urn ofthc view that the final disposition ofany such

litigation is not c~cctcd to have a n~tciial 1dvc~sc effect on ow' liquidity, cmisolidatcd financial position or results of opc~ations, the outcortx ofsuch litigation cannot be

predicted wiH~ ccilainty.

In the ordin<uy cou~sc ofbusiness. we arc subject to ongoi~ig audits by tax autho~itics. While we believe that our tax filing positions arc appropiiam and supportable,

pcnodicaliy, certain rr~ttcis arc reviewed and fromtimc to tinx challenged by the t~xauthoiitics. As we routinely cvtiluatc and provide for potentially unfavorable outcoims

with respect to any taxaudits, we believe that the final disposition of t~axuudits will not have a imtciial adverse cHcct on oiu~ liquidity. consolidated financial position or

results ofopm.itions. [Cthc result ofa taxaudit materially differs from the existing provisions, ourcf7octivc taxratc and our net carvings could be affected positively or

negatively in the period in which the taxaudits arc corty>Ictcd.

On ,luly 5, 2013, a "Scars' Flometown" s'tom owner in Woodstock, Ontario launched a class action I~iwsuit on behalfofapproximatcly 26U Scars Honnto~~i dealers across

Canada who bccmm dealers on or aRcr,innuary 1.201 I lgainst Scars Canada and Scars. Roebuck and Co. (to~cthcr with Scars Canada, the "Scars Defendants"), a

subsidiary ofScaiS Holdings. The d~imallcocs that the Scats Defendants breached contractual duties and duties undcrprovincial franchise laws by forcing the HonxitoHm

store dealer-owners to work for subsistcncc-level compensation and by depriving thcmofany realistic opportunity to sham in the profits gcnc~atcd by the }Im~town store

system. The cltiim
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also alleges that Scats Canada has cncro~ichcd on the dcllcrs' protected ~rcu'kct areas through direct-ch~nncl sales. The dealer plxintif7s sock ~IIXI million in damages and

injunctive relief. The action was certified as a class action on September 8.2014. Although Scars Canada intends to vigm'ously defend these allegatimis, we believe the

outcons is indctc~minablc. end the moncta~y dxnagcs, if any, cannot be reliably cstiirntcd.

Ora resrdts ofoperatinns iirry be udvene!}~ impacted if insurance coverage is deeu~d ins~~cien! or if we or the insurance intleastr}~ is u/~ected b}~ rrru:rpected uuveria!

C'VC71lS.

We imint~in directors and offices insivancc. liability insurance. business intcmiption and property inswance and this insurance covcnigc reflects dcductiblcs. self=

insured mtcntim~s, limits of liability and sitnilarpizivisions.Although we have taken measures to ensure that it has the appropriate coverage, includuig irnintaining an annual

resc~vc for liability clainn, there is no guarantee that om~ insu~ancc covc~a~c will be suffieicnt. orthat instuancc proceeds will be paid to us in a tinily irenncr. [n addition,

there arc types oflosscs we nray incurbut against which we cannot be insured or which we believe arc not economically reasonable to insurq such as losses due to acts of

war and certain natural disasters. [f we incur these bsscs and they ~rc iriatciial, our business, operating results and financial condition may be adversely affected. Also,

certain material events ns~y result in sirabic losses forthc insuiancc industry end ~mtcnally adversely impact the availability ofadcquatc insurance covcr~gc or result in

significant premium increases. Accordingly. we trey deer to self-insw'c, accept hiahcrdcductiblcs or reduce the amount ofcovc~ugc in response to such irnrkct changes.

Events otAside otv control seal: «s socirt! or pnlitica! «Wrest, ~uitrva! disusten', lahoem disruptio~zs or contrnctrud dis~xdes, strikes, ertreur or tntseusormble weather,

acts nf'war or terrorism, system breakdowns orpower orUages co~dd have n nxeteria! adverse effect nn our b~isiness u~u! residts ofoperutiom.

Ourbusincs's is sensitive to customcis'spending pattcros, which may be affected by donx stic anti international social m' political unrest, natur~I disasters. laboin'

disniptions or contractual disputes of Scars Canada. its supplies or third party service providers, suikcs, c#rcmc or unseasonable wcathm', acts of warortmronsnt orothcr

significant events outside ofour control, airy of which could Icad ro a decn asc in spending by consumers. In addition, such events as well as systcnn brcakdo~+ms and

powcroutagcs coidd cause store dosures, dismpt oiu supply chain or o[hcr opc~a[ions. delay shipments of our mcrchandisc to consumers, reduce ourrcvcnucand result in

expenses to repair or replace our facilities. Disruptions during a peak season such as the month of December, which trey account fora substantial amount ofa years

c~minos, could havca particularly adverse effect on oiu'busincss and results ofopenitions.

Oea brasiness cordr! sr~er ifrve ore rrrrsuccessfid in making, integrutirrg, and maiiunining «cy~dsitinrtti rind investnxnts

Fromtiinc to time we pursue s[ratcgic acquisitions ot; joint arran~eimnts with, or invcsmxnts in, other con~anies or businesses, although we have no present

corrunitrrxnts with respect to any irntcnal acquisitions or invcstmcnts. Any such acquisition, joint arrangcmcnt or invcstmcnt that we make any require us to spend our

cash. or incur debt. contingent liabilities, or armrtization c~enscs rclarod to intangible assets, any ofwhich could reduce ourprofitability and haymow business.

AcquLsitions.joint anan~,cmcnts and invcstmcnts also increase the coiry~Icpty ofourbusincss and place strain on our rr~nagcincnt. personnel. operations, supply chain.



financial resourccs, and intcmal fina~~cial controls and reporting fimctions. We may not be able to manage acquisitions joint arranac~rcnts or invcshncnts cffcctivcly, which

co~dd darrr~gc ourrcputation, lirrrit ourgrowth and advc~scly affect ow'busincss and results ofoperations.
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Financial Risks

Ora business has been oral wi!! coruinue to be affected by Canadian aarl worldwide ecoru~mic c~ruti[iom; a persistence or xv~rseniag ofczmre~# economic corulitinns
cordd lead to reduced revenues amfgross margins, and rugativel}~ iny~act ota liytddity.

We plan our oper~tions giving regard to economic and financial variables that arc beyond our convoL Changes to these vanablcs rre~y adversely irrq~act our
perfomiancc. Should the current cconoimc conditions persist or worsen, heightened co~rq~ctition, a fiirthcr decline in consurrnr confidc~~cc, lowcrdisposablc inconx, higher
uncrrg~loyment and personal debt levels trey rosult, which coidd Icad to reduced dcrrend for ourproducts and sc~viccs. Any oFthcsc events could cause us to increase
inventory rrtilrkdowns and prm~tional c~cnscs, thereby reducing our gross margins and results of opc~dtions. If'thc Canadian or global economics worsen, we could
c~encncc a decline in same store sales, erosion ofgross profit and profitability.

Increasing fuel and energy costs may have a significant negative iirq~act on om operations. We require significant quantities of fuel fbr the vehicles used to distnbum
and deliver inventory and we arc exposed to the risk ~ssociatcd with van~tions in Chc market piicc [or petroleum products. We could c~cncncc a disniption in energy
supplies, including ow~ supply ofgas'oline, es a ~usult of factors that arc beyond our control, which could have an adverse effect on ow' business. Certain ofour vcndms
also arc e~cricncing increases in the cost ofvarious raw rrnatcnals, such as cotton, oil-related irniteiinls, steel and rubber, which could result in increases in the pnccs that we
pay for merchandise. particularly ~pparcl, appliances and tires and adversely af7cct oin'res~dts ofopera[ions.

We ore exposed to liquidity risk niu! o~mfailtae to jidfill finu~rcia! obligations cordd utivenely uf)`ect ova restdts ofoperutinru and fr~ur~rcia! cwulitiorz

We could face liquidity risk due to various factors, including but not limited to, the unprodictability ofthc current economic climate. faihn'c to secure appropriate
funding vehicles and cash Flow issues relating to the oper~tion and management ofthc business. Failure to fulfill financial obligations due and owing fi~om us as a result of
this liquidity risk could have undcsiiablc conscqucnccs on us and adversely atTcct our results ofoper~tions and financial condition.

F[ru7~mtions in U.S aral Canadian dollar ere{range rules nm}~ adversely iurpact our residts nf'operatinm.

Our foreign exchange risk is' cun~cnNy limited to currency fluctuations between the Canadian and U.S. dolltir. We arc vulnerable m increases in the value ofthc U.S.
dollar relative to the Canadian dollarbccausc the majority ofourrevcnims arc denominated in Canadian dollars and a substantial amount ofthc merchandise we purchase is
piiccd in li.S. dollars. The rnsts of these goods in Canadian dollars iisc when the U.S. dollar increases in value relative to the Canadian dollar and. as a rosult, we may be
fomcd to increase ourpriccs or reduce our gross ~rnrgins. We rmy use Corcign cim~cncy forward and option conh~c[s to I~cdgc the c~hanac rate risk on a portion ofour
c~cctcd rcquircincnt for L'. S. dollars. Thcrc can be nn asswancc that our hcd~ing cflorts will achieve their intended results m~ that our cstirt~atc ofoiv requirement for U.S.
dollars will be ace~n~itc, with the result that cun~cncy Fluctuations ray have an advc~sc impact on our results ofopciations.

In eddition, any significant appreciation ofthc Canadian dollar relative to the L.S. dollarprescnts an additional challenge to us as our custonx~s arc motivated to cross-
bordcrshop. which nay have an adverse intact on our results ofopci~itions.

We are exposed la comuerpurly credit risks w{uclr cotdd adversely affect or~r restdts ofoperatiorn.

Credit risk rotors to the possibility that we can suffbrfinancial losses due to the failum ofcouotcrpartics to ircet their paynxnt obligations to the Corporation. E~osurc

to credit risk gists for
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dcnvativc instnuncnts, cash and cash cquivalcnts,short- icon investments, acco~mts rcccivtible and im~esmk nts i~~cludcd in other long-tminassets.Cash and cash

equivalents. accounts roccivablc, dc~ivativc financial assets, and othcrlong-tcimasscts of $345.6 million as at August 2, 2014 (Fcbru~iy 1.2014: 5,605.8 million; August 3,

2013: $399.0 million) c~osc the Corporation to credit risk should the bon~owcr default on i~tunty ofthc invcshncnt.

Although we sock to ns~nagc this c~osurc through policies that require borrowers to have a minimumcrcdit rating ofA, and limiting investments with individual

bo~rowcrs at tt~t~aminn levels based on credit rating, there can be no assumncc that we will be able to successfully manage our credit risk.

We invest our surplus cash in investment grade, short-icon rn~ncy rr~rkct instnimcnts, the rctum on which depends upon interest rates and the crodit worthincs ofthc

issuer. We attcix~t to mitigate credit risk resulting from the possibility that ~n issuer may default on rcpayimnt by rcqui~ing digit issuers have a minimumcrcdit rating and

limiting exposures to individual borrowers.

Eznenses associated with our retiremeiu be~u~frt plain iraey fl~uumte significantly depending on changes in acUu~rra! ussronptiom, figure market performance nf'plan

«sets, and other events ordside ofour control a~u! adversel~~ affect our resrJts ofoperutiom.

We cun~cndy ~r~intain a hybrid rcgisten~d pension plan (with both a dctincd bcnctit con~oncnt and a defined conUibution coir~oncnt), a non-rcgisrorcd supplcnxntal

savings a~rangcmcnt and a defined benefit noii-pension retircrrwnt plan, which provides life insurance, medical and dental benefits to eligible retired associates through a

health and welfare trust. The deFined benefrc component ofthc registered pension plan continues to accrue benefits related to future compensation increases although no

further service credit is camcd. In addition, we nn longer provide life insurance, rrcdicai and dental benefits at rctircrrnnt forassociatcs who had not achieved the eligibility

criteria for these non-pension rctircmcnt benefits as at December 31, ?008.

There is nn assurance that om mtireinent benefit plans will be able to cam the asswnc d rate ofreturn. Vow regulations and rrrarket driven changes irray result in changes

in the discount rats and other vanablcs which would result in us being mquirod to ~~kc contributions in the tuturc ti~~t diffcrsi~nificandy from the cstirr~tcs.

Management is required to use assur~tions to account lorthc plans in confomnty with IFRS. Ilowevcr, actual futum c~ciicncc will diflcr from these assumptions

giving Disc to actuarial gains a losses. In any yc1r. actual cxpcncncc differing fiomthc assun~tions irray be nn[ctial. Plan assets consist p~ii~iily ofcash, ai[cmati~~c

invcstr~nts, marketable equity and fixed incortx secuntics. The value ofthe imrkctablc equity and fixed inconx invcsuncnts will fluctuate due to changes in rrrarket prices.

Plan obligations and annual pension c~ensc arc dctc~mincd by indcpcndcnt actuancs and through the use of a nwnbcr of assu~rq~tions.

Although we believe that the assur~tions used in the actuarial vnluetion process arc rcasonablc, there rc~mins a degree ofrisk and uncertainty which may cause

results ro di(9cr materially fi~om c~cctations. Significant assuiry~tions in mcas'uiino the benefit obligations a~~d pension plan costs indudc the disco~mt ~atc end the rate of

coiry~cnsation incmzsa Scc Notc 20, "Rctircmcnt benefit plans" to the Financial Statcmcnts for a morn detailed dcsciiption oCourpcnsionplans and the obligations

thcrcimdcr.



We are exposed to interest mte risks which could adversely affect ory results ofopemtiora.

Interest rate risk reflects the sensitivity ofour financial condition to movements m interest rates. Financial assets and liabilities which do not bear intcrost or bear
interest at fixed rates are classified as non-interest rate sensitive. Cash and cash equivalents and borrowings underthe Ar~ndcd Credit
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Facility, when applicable, are subject to interest rate risk The total subject to interest rate risk as at August 2, 20]4 was a net asset of$267.4 rmllion (February I, 2014: net
asset of$515.1 rrvllion, August 3, 2013: net asset of$320.4 nnllion). An increase ordecrease in interest rates of25 basis points would cause an irrniaterial aftcrvtaximpact on
net (loss) earnings for net assets subject to interest rate risk included in cash and cash equivalents and other long-tennassets as at August 2, 2014.

Certainfactors, i~rcludi~ chmrges in market conditiom used oiv credit ratings, may limit ow access 10 capital markets and otherfuutnci~ sowres, which cordd
materially increase ow borrowing costs

In addition to credit tans fromvcndors, our liquidity needs arc funded by ouroperating cash flows and, to the eMent necessary, borrowings under ourcredit
agreements and access to cap¢al markets. The availability of financing depends on numerous factors, including econorrric and market conditions, our operating perfom~ance,
our credit ratings, and lenders' assessments ofourprospects and the prospects ofthe retail industry in general. Changes in these factors Trey affect our cost offinancmg,
liquidity and our ability to access financing sources. Rating agencies revise thcirretmgs for the companies that they follow Tromtime to time and ourratings maybe revised
or withdrawn in [hcff cntuety at any time.

While our Amcndcd Credit Facility currently provides for up to $300.0 crriWon of lender corramt~nts, availability under the Amended Credit Facility is dctemrincd
pu~uant to a bo~rowmg base fomula based on eligblc assets consisting of inventory and credit card receivables and may be reduced by reserves, as estimated by the
Co:poretion, which may be applied by the lenders at then discretion pursuant to the Amended Credit Facility agrecrtent. If the value of eligble assets arc not sufficient to
support borrowings of up to the full amount ofthc corrarritments under the facility, we will not have full access to the facility, but rather could have access to a lesser amount
as detennmcd by the borrowing base and reserve estimates.

The lenders under ourAmcndcd Credit Facility ~y not be able to meet thefr corrurritments ifthey experience shortages ofcapital and liquidity and there can be no
assurance that ourability to othcnvise access the credit markets will not be adversely affected by changes in the financial rrarkcts and the global economy.

We face risks associated with impairment ofintangible and other long-lived assets

Our mtangble assets and long-lived assets, primarily consisting ofsrores and logistics centres, am subject to periodic testing for i~ainnent. A significant arrount of
judgment is involved in the periodic testing. Failure to achieve sufficient levels ofcash flow within each of ourcash generating units or specific operating units could result
m impavrnent charges for intangible assets or fixed asset i~amnent for long-lived assets, which could have a material adverse effect on our reported resuhs ofoperations.
See "Description ofthc Scars Canada Busincss~therRecent Developments".

Risks Relating to our Relationshipwith Saars Holangs

We may Jose rights to some intellectual properly ifSears Holdings' equity ownership in us falls below specified thresholds or rn other circumsturues imo[viig+ fironcid
dis[ress.

We rely on our right to use the "Sears" name, including as part of our corporate and corrarrercial name, which we consider a significant and valuable aspect of our
business. Ourright to use the "Sears" name and certain other brand names associated with a numberofourmajorproduct lines was granted pursuant to the Liccnsc
Agreement amcndr~nts, iri the event Sears Holdings' ownership interest is reduced to less than 10.0%, the license Agreement would remain in effect for a period of five
yeas after such reduction m ownccship, after which the Corporation would no longcrbe pertrritted to use the "Scars" name and certain othcrbrand names. In addition, our
license to use the "Sears" name and certain other brand names (subject to an c#ension of up to four years at a royahy ntc to be agreed

Table of Contents

equal to the lesser ofa faa market rate based on the value of such mark or the lowest rate which will provide a reasonable incentive to induce Scars Canada to phase out the
use ofsuch mark during such extended period, ifthe Corporation reasonably detcinrines that a longer transition is necessary) may also teirrrinatc upon the occurrence of
certain banlwptcy events involving the Corporation. In addition, in the event of a banlauptcy proceeding involving Sears Holdings, there is a risk of the License Agreement
being terrr~ated under the governing insolvency legislation. Losing our right to use these intellcctualproperties could significantly dvmnish ourcompctitiveness mthe
marketplace and could materially harm our business. Ifeitherthe License Agreement orthe Technology Agreement is tcmrinated, the Corporation may attempt to renegotiate
such agreement although the tans ofany renegotiated agreement will be less favorable to the Corporation.

Some of ow directors and execrdive officers may have conflicts of interest because oftheir ownership ofSHCSlock.

Sonic of our directors and executive officers may own SHC Stock Ownership of SHC Stock by our directors and/or executive officers on the Board of Directors could
create, or appear to create, conflicts of interest with inspect to matters involving both us and Sears Holdings.
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CFI2TAIN CANADIAN FIDFRAL INCOMETAX CONSIDERATIONS

The following is a surmiery of the principal Canadian federal income tax considerations pursuant to the Income Tax Acl (Canada) (the "Tape Act") arising in respect of
the receipt ofthe subscription rights under this offering by holders of SHC Stock and holders who acquire Corruron Shares pu~uant to the exercise ofthe subscription
rights. This summary is only applicable to a holder who, at all relevant times, (a) for the purposes of the TaxAct (i) is not, and is not deemed to be, resident m Canada,
(u) holds the subscription rights and the Corrnron Shares as capital property, (iii) deals at ands length with Sears Canada and Sears Holdings and is not affiliated with Sears
Canada and Sears Holdings, (iv) does not use or hold the subscription rights or Conarnn Shares m the course of carrying on, or otherwise in connection with, a business
carticd on or deemed to be carved on in Canada, (v) is not a registered "non-resident insurer" or"authorized foreign bank",each within the meaning ofthe TaxAct, and
(vi) does not carry on an insurance business in Canada and elsewhere, and (b) for the purposes of the Canada-United States Income Tax Convention (the "Comendon"),
has never been a resident of Canada and does not have and has not had, at any time, a pcmanent establishment or fixed base in Canada. Generally, the subscription rights
and the Corrnron Shares will be considered to be capital property to a holder provided the holder does not hold the subscription rights or the Corrm~on Shares, as the case
may be, in the course ofcanying on a business oftradmg or dealing insecurities and has not acquired them in one ormore transactions considered to be an adventure or
concern in the nature of trade. A holder who meets all the criteria in clauses (a) and (b) is referred to herein as a "Holder". This sur~m~ry does not deal with special
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situations, such as the particular circurrstances oftraders or dcatcrs, taxexempt entities, insurers or financial institutions. Such holders and otherholdcrs who do not meet ~ O

the cntcria in clauses (a) and (b) should consuh theirown taxadvisers.

'Phis summary is based upon the provisions ofthe TaxAct and the regulations thereunder (the "Regulations") in force as of the date hereof, all specific proposals to

amend the TaxAct and the Regulations that have been publicly announced prior to the date hereof(the "PraposedAmen~nents") and the wnent adrrrinistrative policies

and assessing practices ofthe Canada Revenue Agency made publicly available prior to the date hereof. This sur~mary assumes the Proposed Amendments will be enacted

m the fortnproposed; however, no assurance can be given that the Proposed Amendments will be enacted in the fortnproposed, or at all. This surrmiary is not exhaustive of

all poss blc Canadian federal income tax considerations and, except for the Proposed Amendments, does not take inro account any changes in the law or m administrative

policies orassessmg practices, whetherby legislative, governmental or judicial action, nor does it take into account provincial, territorial or foreign tax Considerations, which

may differ significantly &nmthose discussedm this Prospectus.

'This summary is of a general nature only and is nM intended to be, nor should it be construed to be, legal or tax advice to any partcular Holder or prospective Holder,

and no representations with respell to the income tax consequences to any Holder ar prospecfi~e Holder are made. Consequently, Holders and prospective Holders should

consult their own tax advisors for adtice with respect to the tax considerations appiica6le to them, hating regard to their particular circumstances.

Forthe purposes ofthe TaxAct, al] amounts relating to the acquisition, holding or disposRion ofthe subscription rights and Conanon Shares (including dividends

received or deemed to have been received, adjusted cost base and proceeds of disposition) rtust be dctertmnedm Canadian dollars based on the exchange rates as

detemrined in accordance with the TaxAct.

Receipt ofSubscripkon Rights

The issuance of the subscription rights to a Holder will not be subject to Canadian withholding taxand no other taxwill be payable under the TaxAct by a Holder m

respect ofthe receipt ofthe subscription rights. The cost ofthe subscription rights received underthe offering will be nil.
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Exercise ofSubscription Rights

The cxcmisc ofthe subscription rights will not constitute a dispos¢ion ofproperty for purposes ofthe Tax Act and, consequcndy, no gain or loss will be realized by a

Holder upon the excreise ofthe subscription rights. Corrnmn Shares acquired by a Holder upon the exercise of the subscription rights will have a cost to the Holder equal to

the aggregate of the Offering Price paid plus the adjusted cost base to the Holder ofthc subscription rights c~mised (ifany). The adjusted cost base to the Holder of a

Corrnron Sham acquired pursuant to the exercise ofthe subscription rights will be detemrincd by averaging the cost ofsuch share with the adjusted cost base ofall Conamn

Shares owned by the Holderas capital property ir~miediatcly before the acquisition, if any.

Disposition ofSubscription Rights

A Holdcrwill generally not be subject to tax under the TaxAct on any capital gain realiad on a deposition oftbe subscription rights, unless the subscription rights

constitute "ta~rablc Canadian property" of the Holder at the time ofdispos¢ion and the Holder is not entitled to relief under the Convention or another treaty. Generally, the

subscription rights will not constitute "taxable Canadian property" of such Holder unless the Corturon Shares would constitute "taxable Canadian property" to the Holder.

The circurrstanccs under which the Cormmn Shares would be "taxable Canadian property" to a Holder are described below under "Dispositions ofCormmn Shares".

Holders whose subscription rights constitute "taxnblc Canadian property" should consult theirown taxadvisors foradvicc having regard to theirparticularcircumstances.

Dividends on Conunon Shares

Arrounts paid or cmdited or deemed to be paid or credited as, on account or m Gcu of payment, or in satisfaction of, dividends on the Corranon Shares to a Holder will

be subject to Canadian withholding tax Under the Convention, the rate ofCanadian withholding taxon dividends paid orcred¢ed by the Corporation to a Holderthat

beneficially owns such dividends, that is a resident ofthc United States forputposcs ofthe Convention and that is entitled to the full benefits ofthc Convention is generally

15.0%, unless the beneficial owner is a company that is a resident ofthe United States forpucposes ofthe Convention, is entitled to the full beneSts ofthe Convention and

o~+ms at Icast 10.0%ofthe Corporation's voting stock at that time, in which case the rate of Canadian withholding taxis reduced to 5.0%.

Dispositions of Common Shares

A Holder will generally not be subject to tax under the TaxAct on any capital gain realized on a disposition of the Conarnn Shams, unless the Corrm~on Shares

const¢ute "taxable Canadian property" ofthe Holder at the time ofdisposition and the Holder a not entitled to reliefunderthe Convention oranothertaxtreary. Generally,

the Corrnron Shares will not constitute taxable Canadian property to a Holder provided the Cor~mion Shares are listed on a "designated stock exchange" as defined in the Tax

Act (which includes the TS3~ at the time of the disposition unless: (a) (i) at any turn during the 6(Ymonth period irrmiediatcly preceding the disposition, one or any

combination of(A) the Holder, (B) persons with whomthe Holder does not deal at arms length (within the meaning ofthe TaxAct) and (C~ partnerships in which the Holder

or a person descnbed in (B) holds a membership interest directly or indvectly through one orrrore partnerships, owned 25.0%orrrore ofthe issued shares ofany series or

class of the capital stock of the Corporation and (ii) more than 50.0% ofthe fair market value ofthe Covaron Shares was derived directly or indirectly from one or any

combination ofrcal or ivarovable propcny situated in Canada, "Canadian resource property° (as deSned in the TaxAct), "timber resource proparty" (as defined m the Tax

Act) and options m respect of, or interests m, or civil law rights in such property, whether or not such property exists; or (b) the Corrnron Shares are deemed under the Tax

Act to be taxable Canadian property ofthe Holder Ifthe Corrmion Shares
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constitute taxable Canadian property of a particular Holder, any capital gain aril v~g on their disposition may be cxcrr{~t from Canadian tax under the Convention if, at the time

of disposition, the Conanon Shares do not derive tbefr value principally fromreal property situated in Canada and the Holder is a resident of the United States for purposes

ofthe Convention and is entitled to the full benefits ofthe Convention. Holders whose Corrmnn Shares may constitute taxable Canadian property should consuh their own

tax advisors.

As long as the Cotrnun Shares are listed at the time of their disposition on the TSX or another "recognized stock exchange" (as defined in the'IaxAct), a Holder who

disposes ofthe Conarnn Shares that arc taxable Canadian property will not be requved to satisfy the obligations imposed under section ] ]6 ofthe Ta~cAct. An exemption

from such obligations may also be available in respect oftheirdisposition ifthey are "treatycxcmpt property' (as definedm the TaxAct) ofthe disposing Holders.
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CQ2TAIN [JhITm STATES rFDFRAL INCOMETAX CONSIDERATIONS

The following is a discussion ofccrtain U.S. fedcril inconn tarconsidcrations relating to the receipt, sale, c~rcisc and c~iration ofthc subscription lights and the

ownership and disposition ofCorrumn Shares to holders of SHC Stock. This discussion is based on the U.S. Internal Revenue Code of 1986, as aircnded. or the °Code,"

U.S. Treasury regulations pmnxilgatcd orproposcd thcrcimdcr and administrative and judicial intcrprctations thereof, all as in cflcct on the date hereof, and all ofwhich arc

subject to change, possibly with retroactive ef7cct, m'to different interprotation. This discussion does not address all ofthc L.S. federal incorrc tax Considerations' that rmy

be relevant to specific holders in light ofthcirparticularcircurmtances or to holders subject to special trcahncnt imdcr L.S. federal income tax law (such as banks, insurance

companies, dealers in sccwitics or other holders that generally rmrk their sccuntics to mvrkct for li.S. federal inconx taxpurposcs, tax-c~n~t entities, mtircmcnt plans,

regulated invcstrrent wny>anics, real estate invcsUncnt mists, certain fonr~crcitizcns orresidcnts ofthc United States, holders that hold SF1C Stock, subscription rights or

Conmmn Shares as part ofa straddle, hedge, com~cision or other integrated transaction, holders that do not hold their SHC Stock or subscription rights as capital assets,

holders that own or arc dccircd to own 5 % or more ofthc Corrmion Shares (as rr~asurcd by voting power), holdc~s that would not (upon c~rcise ofthc subscription rights)

hold the Co~mmn Shares as capital assets, and holders that have a °functional cucrcncy" othcrthan the li.S. dollar). This discussion does not address any U.S. state or local

or non-U.S. taxconsidciations or any li.S. federal estate, gift or alternative rzrinirrnimtaxconsidcrdtions, nordocs it address any aspects ofthc unearned inconn Medicare

conMbution tax pursuant to the Health Care and Education Reconciliation Act of 2010.

Forpurposcs of this discussion, the tcnn"U.S. holder" rrxa~s a bcncfiei~l owner ofSHC Stock that receives subscription rights by reason ofl~olding SFICStock orthat

acquires Conunon Shares upon the e~rcisc of such subscription rights and that, for U.S. federal income taxpwposes, is

an individutil who is a citizen or resident of the United States;

a corporation created ororganizcd in or under the Taws ofthc United States, any state thercoforthc Disaict ofC~olumbia;

an estate the income of which is subject to U.S. federal income taxrcgardlcss of its source; or

a gust (x) with rospect to which a court witl~in the United States is able to exercise primary supervision over its administration and one or it~re United States

persons have tl~e authority to conh'ol all ofits substantial decisions or (y) that has in effwt a v21id election under applicable li.S. Treasury regulations to be

treated as a United States pc~son.

As used in this discussimt, the tcnn"Non-U.S. holder" ~tx ins a beneficial ov,~icr of SHC Stock that receives subscription rights by reason of holding SHC Stock orthat

acquires Coirnnon Shares upon the c~rcisc ofsuch subscription rights and that is not a U.S. holder or a peitnc~ship (including an entity troarod as a partnership for U.S.

~odcral inconx taxpurposcs).

'I~hc U.S. federal incoim taxconsidcrations relating to the roccipt, sale, c~rcisc and c~iration oCthc subscription rights and the oNmcrsl~ip xnd disposition ofConnnon

Shares to an entity that is vcatcd as ~ partnership forli.S. federal incorrc taxpwposcs will depend in part upon the stltus and ectivitics ofsuch entity and the particular

partner. Any such entity should consult its o~m taxadvisor regarding the U.S. federal income taxconsidcrations applicable to it and its' partners rcl~ting to the receipt, sale,

cxcreisc and cq~iiation ofthc subscription sights and ownership and disposition ofConumn Shares.

No nilin~ on the trcatrrcnt ofthe receipt, sale, exercise and expiration ofthe subscription right or the ownership and disposition of tl~c Convron Shares in each case for

L.S. federal incoinc taxpurposcs,has been or will be sought from the IRS with respect to any ofthc L.S. federal incorrc taxconsidcrations ciiscusscd below, and no

assurance can be pivcn that the IRS will not take a position contrary to the discussion below.
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HOLDERS SHOULD CONSULT THEIR OWN TAX AD~7SORS ItEC;ARDINUTHE U.S. FGDERA]_ STATE ADD LO(AL A VD?~O\~-U.S. INCOME: ESTATE A?~'D

OTHER TAX CONSIDERATIONS REIATMGTO "THE RECEIPT, SALE, EX6RC[SE AND EXPIRATION OF THE SUBSCR1PT10\ RICiFITS A VD THL OW ~F,.RSHIP AND

DISPOSITION OF COMMON SHARES IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES.

Tas Consequences to U.S. Holders

Receipt of Subscriptio~r Rights

A U.S. holder that receives a subs'ciiption right in rospcet ofa share ofSHC Stock should gcnc~ally have t~xablc dividend income equal to the fairmarkct value (ifany)

ofsuch sight on the date oFits dis'tiibution frmn Scas Holdings to the cMcnt it is ~radc fi'om Scats Holdings' current or accumulated cxminas and profits (as cic[cm~incd

under U.S. federal income taxprinciplcs). Ifsuch f2irnprkct value exceeds Scats Holdings' current mtd awumulatcd earnings and profits, such excess generally should be

treated first as a tax-free rotum ofeapital to the c~cnt ofthc L'.S. holder's tax basis' in such sham ofSHC Stock, and then as capital gain.

Ifa li.S. holdcrdocs not sell subscription rights to fund any taxrcquircd to be paid as v result ofthc distribution ofthc subscription rights, such li.S. holder Hill I~avc to

pay any such taxfiromothcr sources. Ifa li.S. holder does sell subscription lights to fund any such tai, the proceeds may, depending on the sale price, be greater or Icss

than the ainoimt ofsuch tax and the li.S. holder will have to pay any shortfall fi~omothcr sources.

Srde ofSubscription Rights

Upon the sale ofthc subscription lights received in respect of SHC Stock, a U.S. holdcrgcnc~~lly shoidd rocognizc shot-tenncapitalgain m~ loss equal to the diHcrcncc

bchvccn the amount roalizcd nn such sale and the li.S. holders xdjustcd tax basis in the subscription rights sold. A L.S. holders acijustcd taxbasis in a subscription light

should generally equal its fairirerkct value (ifany) on the date ofits distribution.

Exercise nfSubscription Rights

A U.S. holdcrshould generally not rccogniu any gain or Ions upon the exercise ofa subscription nghL A li.S. holder's initial taxbasis in each sham ofSca~s Canada

acquired upon the cxrrcisc ofa subscription light should generally equal the sumof(I) the U.S. holder's adjusted tax basis in such sight and (2) the subscription price paid

for such share.

Expiration nfS~~bscription Rights

[fa subscription right cy~ires without being c~rciscd by a li.S. holder. such U.S. holder shoidd gcnc~tilly rccogn¢~ a short-tcnncapitalloss equal to such U.S. holders

adjusted taxbasis in such right Capital losses a~n generally available to offset only capital gain (except, ro the c~tent of up to $3.0(~ ofcapital loss perycar, in the case ofa

non-co~poratc U.S. holder) and therefore generally cannot be used to offset any dividend income ansin~ frmn the receipt of a subscription light.

Ownership u~ul IXs~ositiorr of'Convra~n Sluires

Taxcrlron ~~~Disnibu~ions on Canmon Shores. Subject to the passive foreign invcsuncnt company rules discussed below, the gross anuunt ofany actual ordccnxd

distribution (includi~~g any Ctmadian t~~s withheld therefrom) on Coitur~n Shares will be included in the gross incorrc ofa U.S. holder as a dividend to the c~cnt such

distribution is paid out ofour curccnt or accumulated earnings and profits, as dctcmiincd undm~ United States fedcril incoim taxprinciplcs. A distribution in cucss ofour
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current and accurrulatcd earnings and profits will first be treated as a tax-free return ofcap¢al to the
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e~aent of such holder's adjusted taxbasis in Corrm~on Shares and will be applied against and reduce such basis on a dollar-fordollaz basis. Thereafter, to the cent that such
distnbution exceeds such holders adjusted taxbasis in Common Shares, the distnbution will be treated as a gain from the sale or exchange of such Corrnron Shares.
Dividends will not be c6gible for the dividends received deduction generally allowed to United States corporations in respect of dividends received from other United States

corporations.

Dividends paid to a noncorpornte U.S. holder generally will be taxed at the preferential rtes applicable to long-termcapital gain, if such holder meets certain holding

period and other requirements, and provided that we area "qualified foreign corporation" (as defined m the Code). A qualified foreign corporation includes a foreign

corporation that is efig~ble forthe benefits ofa comprehensive income taxtreaty with the United States which the United States Treasury Department dctemaries to be

satisfactory forthese purposes and which includes an e~rchange ofmfometion provision. The United States Treasury Department has detemrined that the current income

taxtreary between the United States and Canada (the "Treaty") meets these requirements, and we befieve we are eligble for the benefits of the'freaty. However, a qualified

foreign corporation does not include anon-U.S. corporation that is a passive foreign investment company for the taxable year in which a dividend is paid or that was a
passive foreign investment company for the preceding taxable year. U.S. holders should consult their own taxadvisocs regarding the application ofthc foregoing rules to
theff particular cQcumstances.

The amount of any dividend paid in Canadian dollars will equal the United States dollar value of the Canadian dollars received, calculated by reference to the cx~hangc
rate in effect on the date the dividend is received by the U.S. holder, regardless of whether the Canadian dollars are converted into United States dollars. If the Canadian

dollars received as a dividend are converted into United States dollars on the date they arc received, a U.S. holder generally will not be required to recognize foreign

currency gain or loss in respect of the dividend income. If the Canadian dollars mceived as a dividend are not converted into United States dollazs on the date of receipt, a

U.S. holder will have a basis in the Canadian dollars equal to their United States dollar value on the date of receipt. Any gain or loss realized on a subsequent conversion or

other disposition ofthe Canadian dollars will be vcated as United States srnitce ordinary income or loss.

Any tax withheld under Canadian law with respect to dismbutions on Commn Shares at a rate not e~ecdmg the rate provided in the Treaty may, subject to a number
ofcorrpkxlirrritations, be claimed as a foreign taxcredit against a U.S. holders U.S. federal income taxfiability or may be claimed as a deduction for U.S. federal income tax

purposes. The lirmtation on foreign taxes eligible forcred¢ is calculated separately with inspect to specific classes of income. For this purpose, dividends paid wah respect

to Corrnmn Shares will be foreign source income and generally will constitute "passive category income" or, m the case ofcertain U.S. holders, "general category income"
The roles relating ro United States foreign taxcredits are co~lexand the availability ofa foreign taxcredrt depends on numerous factors. U.S. holders should consult their

own tax advisors concerning the application ofthc United States foreign taxcredit talcs in light ofthev particular cvcurrstances.

Taxation ofDisposilions of Common Shares. Subject to the passive foreign investment company rules discussed below, upon a sale orothcr taxable disposition of

Corraron Shares, a U.S. holder generally will recognis capital gam or loss for United States federal income taxpu:poses equal to the difference, if any, between the amount

realized and such holder's adjusted taxbasis in Cor~mion Shares. Noncotporatc U.S. holders, including individuals, may be eligblc forprcferential rotas of U.S. federal

income toxin respect ofcapital gain fromthe sale ofComm~n Shares held for more than one year. The deductibil¢y ofcapital losses is subject to lirrritations. Any gain or

loss recognized by a U.S. holder generally will be treated as gain or loss from sources within the United States for United States foreign taxcredit lirmtation purposes. Ifa

U.S. holdcrreceives any Canadian dollars on the sale or othcrtaxable dispos¢ion ofCorrm~on Shares, such U.S. holder may recognize ordinary income or loss as a
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result ofcunency fluctuations between the date ofthe sale orothertaxable disposition ofCorraron Shares and the date the sale procceds arc converted into U.S. dollars.

Passive Foreign /m~estmenl Company Considerations. Special, generally adverse, United States federal income taxmlcs apply to United States persons who owri

shares of a passive foreign investment company (a "PFiC").Anon-U.S. corporation will be classified as a PFIC for United States federal income taxpurposcs for any taxable

year in which, after applying relevant look-through rules with respect to the income and assets ofsubsidiaries, citherat least 75%ofits gross income is "passive income;' or

on average at least 50% ofthe gross value of its assets is attnbutable to assets that produce passive income or are held forthe production ofpassive income. If we am

classified as a PFIC for any taxable year in which a U.S. holder held Corrnmn Shares, we rmy continue to be classified as a PFIC for any subsequent taxable year in which
such holder continues to own Corranon Shares, even if our income or assets would not cause us to be a PFIC in such subsequent taxable year.

Based on our stn~cture, and the co~osition of our income and assets, we do not effect to be a PFIC for the taxable year ending December 31, 2014, and we e~cct to
operate m such a mannerso as not to become a PFIC for succeeding taxable ycacs. However, them can be no assurance the IRS will not successfiilly challenge ourposition

or that we will not become a PFIC in a future taxable year, as PFIC status is retested each year and depends on our assets and income in such year. If we are classified as a

PFIC at any time a U.S. holder owns Corrmion Shares, such holder may be subject to an increased United States federal income tax liabil¢y and a special interest charge iri

respect of gam recogni~d on the sale orotherdisposition ofcor~mnn shares and upon the receipt ofcertain "excess distributions" (as defined in the Codc). U.S. holders

should consult theirown taxadvisors regarding the implications ofthe PFIC taxregime for the ownership and disposition ofCorrnron Shares.

7nforn~ation Reponiig and Backrq~ ~thho[dir~g

Under certain circumstances, mfonrcation reporting and/orbackup withholding may apply to U.S. holders with respect to the distribution ofthe subscription rights, the

exercise ofthe subscription rights, any distnbutions on Corrnmn Shares, and proceeds fromthe sale, exchange or redemption ofCorrnron Shares that are paid to a U.S.
holdcrwithm the United States (and in certain cases, outside the United States), unless an applicable exerrq~tion is satisfied. Backup withholding is not an additional tax

Any amounts withheld under the backup withholding hales genernlly will be allowed as a refund or a credit against a U.S. holder's U.S. federal income tan liability if the

required infonmtion is famished by the U.S. holder on a timely basis to the IRS. Ifbackup withholding taxapplies to the distnbution ofthe subscription rights to a U.S.

holder, the holders broker (or other applicable withholding agent) will be required to rerrrit any such backup withholding toxin cash to the IItS. Depending on the

circumstances, the broker (or otherapplicable withholding agent) may obtain the fiands necessary to remit any such backup withholding taxby asking the U.S. holderto

provide the funds, by using funds m the U.S. holder's account with the broker orby selling (on the U.S, holdc~'s behalf all or a portion ofthe subscription rights.

U.S. individuals that owri "specified foreign financial assets" with an aggmgate fafr market value excecdv~g either U.S.$SQ000 on the last day of the taxible year or

U.S.$75,000 at any time during the taxable yeargencrally are required to file an infommtion mpon with respect to such assets with theirtaxretums. Specified foreign financial

assets include not only financial accounts maintained in fomign financial inst¢utions, but also, unless held in accounts maintained by a financial institution, any stock or

security issued by a non-U.S. person, such as Sears Canada. A U.S. holderthat pays mom than U.S.$100,000 to acquire Corramn Shares by exercising subscription rights
generally will be required to file IItS Focm 926 to report such payment. For the purpose of detemrining the total dollar value of Cor~m~on Shares so acquired, Cor~mion Shales

purchased by certain related parties (including farrnly rrcmbeis) are taken into account. The failum to satisfy the fomgoing infom~ation reporting requirements could result in

substantial penalties and, in certain cases, in the c~¢cnsion ofthc statute of

•
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limitations with respcct to fcdcial incoim taxrotums filed by a U.S. holder. U.S. holders should consult thcirtaxadvisors regarding the irr~lications ofthc foregoing

requirements with rogard to the receipt, sale, and c~rcisc of the subscription rights and the ownership and disposition of(oiTnnon Sharcs'.

Tax Consequences to Non-U.S. Holders

Receipt of'Sufiscriptioir RiglUs

A Non-G.S. holder that receives a subscription right in respect ofa share of SNC Suck should generally have ta~tablc dividend income equal to the fair nmrkct value (if~

any) ofsuch right on the date ofits distribution from Scats holdings to the c~cnt it is iTndc from Scars Holdings' current or accmTxdatcd camings and profits (as determined

under U.S. federal income tax principles). ]f such fair imrket value e~eeds Scars Holdings' current and accumidated camings and profits, such excess generally should be

treated first as a tax-free rctum ofcapital to Chc extent ofthc Von-US. holder's taxbasis in such share ofSl IGStock, and then as capital Gain.

A distribution ofsubscnption rights Vcatcd as a dividend on SIIC Stock that is received by or forthc aceount ofa Non-li.S. holdcrgcncrilly will be subject to U.S.

federal withholding taxat the race of 30.0%, or at a lower rate ifprovidcd by an applicable taxvcaty and the Non-U.S. holder provides the documentation (generally, IRS

Form W-SBEN or W-SB6N-h~ requu'ed to claitnbencfits undcrsuch taxtrcaty to the applicable withholding agent If withholding taxapplies ro the distribution ofthc

subscription rights to a Non-L'.S. holder, the lion-li.S. holders broker (or other applicable withholding agent) will be required to remit any such withholding tax in cash to

the IRS. Dcpcndi~~g on the cirewrntances, the brokcr(orothcrapplicablc withholding a~cnt) nay obtain the fiends necessary to remit any such withholding taxby asking the

Non-U.S. holdcrto provide the fiords, by using fiords in the Non-U.S. holders account with the brokcrorby selling (on the Non-U.S. holder's bchal~ all ora porcion ofthc

subscription rights.

If, however, a dividend is effectively connected with the conduct ofa uadc orbusincss in the United States by a Non-U.S. holder, such dividend gcneraily will not be

subject to U.S. federal withholding taxifsuch Non-U.S. holder provides the approp~iatc docurrcntation (gcnc~ally, 1RS Form W-8ECI) to the ap~licablc withholding agent.

Instead, such Non-U.S. holder generally will be subject to U.S. federal income tax on such dividend in substantially the saint irenncr as a U.S. holder (except as provided by

an applicable tax n~caty). In addition, allon-U.S. holder that is a corporation rrc~y be subject to a brmch profits taxat the rate of 30.0% (or a lower rate if provided by an

applicable tax treaty) on its effcctivuly connected income for the ta~161c yc1r, subject m certain adjustnxnts.

Sole ofSuhscription Rights

A Non-G.S. holder generally should not be subject to U.S. fcdmal incorrc taxon any gain roalizcd on the sale ofdu subscription rights unless

such gain is effectively connccmcl with the conduct ofa tradcorbusincss in the United States by such Non-U. S. holdcr,in which event such Non-U.S. holder

generally will be subject to U.S. federal incmnc t~xon such gain in substantially the same rrnnncr as a L.S. holder (except as provided by an applicable tax

treaty) and, if it is a coepordtion, trey also be subject to 2 branch profits tax at the rate of~30.(P/o (or a lower rate if provided by an applic~blc tax unary); or

~~~) such Von-U.S. holder is an individual who is present ui the United States for IA3 days or more in the taxable year ofsuch sale and ccttain other conditions arc

nst (caccpt as provided by an applicable U'caty).
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Exercise of Subscription Rights

A von-U.S. holdcrshould not recognize any gain or Toss upon d~c exercise ofa subscription sight. ANon-li.S. holders initial tax basis for O.S. fcdc~al income tax

purposes in each Common Share acquired upon cacrcisc ofa subscription right should equal the sumof(I)the lion-li.S. holder's adjusted tax basis in such right and (2) the

subscription price paid for such share. ANon-L.S. holder's ~djustcd tax basis for U.S. federal income taxpurposcs in a subscription right should equal its fair ~rrnrkct value (if'

tmy) on the date ofits distribution.

Fxpiration ofSubscription Rights

[fa subscription right expires without being exercised by a Non-U.S. holdcc such rlon-U.S. holder should ocncrally rcaliu a capital Toss equal to such \on-U.S. holdc~'s

adjusted tax basis in such right. A Non-U.S. holdcrgcncrally cannot deduct capital bsscs.

Orvrrership arul Disposition ofConu~eonSlmres

A Non-U.S. holder gcncrdly should not be subject to li.S. fcdc~al incorrc tax upon any actual or deemed distribution ir~dc on Convr~n Shares or upon any gain realized

on the sale or othcrdisposition of Corrui~n Shares, unless (i) such distribution orgain is cflectivcly connected with the conduct ofa trade or business in the United States

by such Non-U.S. holder or (ii) such Non-G. S. holder is an individual who is present in the United Stxtcs for 183 days or ~riorc and certain other conditions arc rrct. pis

described above ~mdcr the hcadino "Ta~Conscqucnccs to Non-U. S. Holders—Sale of Subscription Rights."

L fnr~raetion Reporting ai:d Bnckup ~thh~~ldim~

Under certain circurmtunccs, infom~ltion reporting and/orbackup withholding may apply to a Non-U.S. holder with respect to the distribution ofthc subse~iption

rights. imlcss such Non-U.S. holder certifies undcrpenaltics ofperjury that it is not a United States person (generally by providing an [RS Fonn W-BBEN or W-8BL?V-E) or

othcrivisc cstl6lishcs an Gumption. Any anxiunts withheld undcrthc backup withholding nilcs generally will be allowed as a refund orx credit tigainst a Non-U.S. holder's

U.S. federal income tax liability ifthc required infonrmtion is fiimished by the Non-U.S. holder on a tiitxly basis to the [RS. Ifbackup withholding taxapplics to the

distribution of the subscription to a Non-U.S. holder, the holdc~'s broker (orothcrapplicablc withholding agent) will be iLquircd ro rcimt any such backup withholding taxin

cash to the IRS. Depending on the circuimtanccs, d~c broker (or other applicable withholding agent) may obtain the funds necessary to remit any such backup withholding

tax by asking the Non-U.S. holdcrto provide the funds, by using funds in the U.S. holder's account with the broker or by selling (on the Non-li.S. holder's bchalfl III or a

portimi ofthc subscription ~iahts'.
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LEGAL NLATTFRS

Certain Canadian Icgal matters in connection with the Rights Ot7cring will be passed upon on behalf of Scars Canada by Torys LLP and on behalf of Scars Holdings by

Osler, Iioskin &Harcourt LLP and certain Icgal matters relating to United States laws will be passed upon on bch~lf oFScars Canada by Torys LLP, Ncw York. New York and

on bchalfofScars Floldings by Wachtcll, Lipton, Rosen and Katz LLP. As at the date hereof, the pa~tncrs and associates ofTorys LLP. as a group, beneficially owm, dirccdy

orindiarotly, less than I.(Y'/ ofthc outstanding securities of Scars Canada, and the partnc~s and associates ofOslcr. Hoskin &Harcourt LLP and Wachtcll, Lipton, Ros'cn

and Katz LLP, as a group, beneficially own. dirccdy or indirccdy, Icss than 1.0"/0 ofthc outstandine sccwitics ofSca~s 7loldings.
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AUDITORS, SUBSCRIPTIOM1 AGHNT AM1D TRANSFi~R AGE7VT AND RF~C:ISTRAR

The auditors of Scars Canada arc [k loittc LLP. Chartcmd Professional Accountants, Chartcrcd Accountants, Licensed Public Acwimtants Iocatcd in Toronto, Oiitano

Dcloittc LLP is indcpendc~t ofthc Cv~pordtion within the meaning ofthc Rules of Professional Conduct ofthc Chartered Professional Accowitants ofOntano and the

applicable nilcs xnd standards ofthc Public Company Acco~mting Oversight Board (United States) end the sccwitics laws and rcgulatio~s adnrinistercd by the SEC.

The subscription agent for the subscription rights is Cott~utcrsharc, Inc. at its principal gfficc in Ca~~ton, Massachusetts. The Qmadian uansfcr agent and registrar fbr

the Corrunon Shares is CST Tnis[ Company at its principal offtcc in Toronto, Ontario. The L.S. transfer aocnt for [hc Coirnnon Shares is American Stock'liansfcr & Tn~st

Company LI.Cat its principal ofFcc in Ncw York, Ncw York.

PURCHASE7tS' STATUTORY RIGHTS

Securities legislation in certain ofthc provinces and territories ofCanada provides purchascis with the right to withdraw from an agrccirxnt to purchase sceuntics. This

right rrray be exercised within two business days aftcrrcccipt ordecmed receipt ofa prospectus and any ait~ndtnnt. In several ofthc provinces and territories, securities

legislation furthcrprovidcs apurchaser with rcitxdics forroscission or, in somcjunsdictions, revisions ofthc price m' daimges ifthc prospectus and any aircndrrcnt

contai~~s a misrepresentation or is not delivered to the purchaser, provided that such remedies forrescission, revisions ofthc price ordairiagcs arc c~rcised by the

pw~chascr within the tiinc limit prescribed by the securities legislation ofthc purchaser's province or tcrcitory. The purdiascr should rcfcrto any applicable provisions ofthc

sccuiitics legislation ofthc purchasers province or territory for the particulars ofthcsc ~igh[s or consult with a legal advisor.

IX)CUMFSVTS FILF~ AS PART OP THE RFX;ISTF2ATION STATET1F.tiT

The following docunxnts have been orwill be fled with the SECas part ofthc Rcgist~ation Statcmnnt ofwhich this prospectus fours a pan insofar as rcquirod by the

SF,Cs FoimF-10: die documents rcfcn'cd to undcr[hc heading "Docurrcnts Incocporatcd by Reference"; consent ofDcloittc LLP; consent ofTorys LLP; and powci5 of

ariomcy finmdiroctors and otTiccis ofthc Co~por~tion.

PART II

INFORMATION NOT REQUIRED TO BE D[1.NEItm TO
OF'FF72[ZS OR PURCHASQ2S

fndemnifica6on oTDirectors or Officers.

Under the Canada /3usiriess Corporations Act (the "CBCA"), a corporation nray indcnuiify a proscnt or fonncr director or ofliccr ofsuch corporation or another

individual who acts or acted at the corporation's roqucst as a di~octor or officer. or an individual acting in n similar capacity, of another entity aglinst all costs. charocs and

c~cnscs, including an anxiunt paid to settle ~n action or satisfy a judgr~nt. reasonably incurred by the individual in respect ofany civil. cnmin~I. administrative.

invcstigativc or othcrprocccding in which the individual is involved because of that association with the corporation or other entity. and the co~por~tion may adv~ncc

nxmcys to the individual forthe costs, charges and c~cnscs ofany such proceeding. Tl~c corporation ~~y not indcirmify [he individual. Ind any advance must be repaid

by the individu~I, wilcss the individual acted honestly and in good faith with a view to the best interests ofthe co~pmation, or, as the case ir~y bc, to the best inte~usts of

the othcrcntity for which the individual acted as dircctorm~ o~ccror in a similar capacity at the coipm<~tiods request and in the case of'a criminal oradministrativc action or

proceeding thlt is enforced by a n~nctary penalty the individual had reasonable grounds for believing that the individual's conduct was laH~fuL Such indcnviification and

advances imy be rrn~dc in cmincetion with a derivative action only with coon approval. Such individual is entitled to indcnmification oradvanccs fromthc corporation as a

ir~ttcr of~ight in respcci ofall costs, charges and c~enses reasonably incunnd by him in connection with die defence ofa civil, criminal, adminis'uzuivc, investigative or

other proceeding to which he is subject by reason oCbcino or having been a dimctor or officcroCthe corporation or othercntity as described above ifthc individual was not

judged by the court or othcrcoi~ctcnt authority to have coiTnnittcd any fault or omitted to do anything that the individual ought to have done and ifthc individual fulfils

the conditions set forth above.

The Rcgistrdnt rrz~intains dircctois' and oflicros' liability ins~nancc which incurs the directors ~ncl ot~iccis oCthc Rcgish~nt against ccitain bsscs residting from any

wrongftd act conm~ittcd in their ot~icial capacities for which they become obligated to pay to the cntcnt pc~lnittcd by applicable law.

6~sofar as indcirn~ificetion for liabilities a~is'ing under the Securities Act may be pcnrrittcd ro directors. offices or pcisons conu'olling the Rcgisuant pwsuant to the

Forcgoin~ provisions. the RcgisCiznt has been infonmd that, in the opinion ofthc L.S. Securities and Fa~changc Connnission, such indcnmific~tion is against public policy as

crpresscd in the Securities Act and is thcrcfom imcnforccablc.

The c~iibits listed in the c~ibits index ~ppcai~no elsewhere in this registration statement, have been filed as part ofthis registration statcmcn

IXHIBITS

E~ hibit tkscription

4.1 Annual ]nforrrr~tion Form For the 5~-week pc~iod ended February I. 2014 (incoiporatcd by reference to the Registrant's Amival

Report on Form 4(~F for the 5~-week pc~iod ended Febniary I, 2014 filed with die Sccuntics and Exchan~c Commission on

March 14, 2014)(Filc No.000-54726)

4.2 Management's Discussion and Analysis for the 52-wcekpcnod ended February i, 2014 (incozporatcd by rothrcncc to the

Registrant's Foam 40-F for the 52-week period ended Fcbniary I. ?014 filed with the Securities and Fxc;hangc ConuTrission on

March 14, 2014) (File No. (H)a54726)

43 Consolidated Financial Statements and the notes related thereto for the 52-week period ended February I, 2014 (incorporated by

rofcrcncc to the Regish~mt's Fomi4(~F for the 5~-week period ended Fcbniery I, 3014 filed wiCh the Sccwitics and F~chan~c

Coirrcnission on March 14, 2014)(Filc No. 00454726)

4.4 Managcitxnt Proxy Circular dated March 13. 2014 rdati~g to the Rc~istrant's annual and special n~cting ofshm~choldcis held

on April 24, ?014 (incoipmated by reference to the Rc~istranCs Fonn 6-K ftimished to the Securities and Fxch:mge Commission

on March I4, 2014) (File No. 00054726)

4.5 Managenx:nt's Discussion and L~nalysis as at Septembcr2, 2014 (incorporated by rcfcrence to the RegistianYs Fonn6-K



fi~mishcd to the Sccuntics and EuLhangc Convnission on Scptcmbcr 3, 2014) (File No. (b0-54726)

4.6 Unaudited Condensed Consolidated Financial Statcincnts for the 13-week pciiod August 2, 2014 (incoiporatcd by reference to

the Rcois[ranCs Fomi6-K himishcd to the Secuntics and ExLhangc Comrrnssion on September 3, 2014) (File No.000-54726)

4.7 Material Change report of Scars Canada dated October 6, 2014 related to the Ofloring (incorporated by reference to Exhibit 99.I

to the RcgistranPs Report on Foam (rK ftimished to the Sccuntics and Pxnhangc Corrnrrission on October 7, 2014)(Filc No. 000-

54726)

5.1 Consent of Dcioittc LLP

52 Consent ofTorys LLP*

6.1 Powers ofattomcy*

* Previously filed as an c~ibit to this registration statcn~cnt.
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PART III

UNDQ2TAKI~'G AND CONS F1~T TO S Q2V IC'E OI' PROCFS S

Item t. Urrtlertreki~rg

The Rcaisuant undertakes to t~kc available, in person or by telephone, representatives to respond to inquiiics node by tl~c Cmrn~~ission stuf7; lnd to famish proit~tly.

when requested to do so by the Conmiission staff; information relating to the sccuntics registered pursuant to [his Foim F-10 or to transactions in said sccwitics.

Item 2. Comer! to Service ofProcesr

Concun'ently with the filing ofthc initial Rcgishatiun Statement, the RcgisUant bled with the C'~mmission ~i ~w'ittcn in'cvoc~blc consent and power ofattomcy nn

FoimF-X. Any change ro the name or address ofthc agent forscrvicc ofthc Rcgisuant will be communicated prmry~dy to the (oirnnission by am; ndmcnt to FonnF-X

referencing the file numbcrofthis' Rcgist~ation Statcnxnt.

1[I-I

SIG1ATlIRFS

Pursuant ro the rcquircrrcnts of tl~c Secwitics Act, the Registrant ccnifics that it has' reasonable grounds to believe that it nb,cts all oi'thc requirements for tiling on

Fonn F-10 and has duly caused this Anxndmcnt Nn. I to the Registration Statement to be si~ncd on its bchalfby the undcisigned. thereunto duly authon~~d. in the City oi'

Toronto. Province ofOntaiio, C<v~ada. nn the IS~~' day ofOctoba, 2014.

SFARS CAtiADA INC.

t3y: s RONALD D. BOIRE

Nana: Ronald D. &~irc

Tide: ~taing President and Chie/'Ea~ccutive Q(jicer

POWERS O! ATTORYEY

Each pe~5on whose signatum appears bclo~~ constitutes and appoints GJ. Bird and Franco Penigini, or any of them as his or her true and lawful attorney-in-fact and

agent,with full power ofsubstitution and resubstitution, for himor her end in his or her name. place and stead. in tray and all c:tpacitics, to sign any and all ainendnx nts

(including postcffcctivc amendments) to this Registration Stetcmcnt, and to file the same, with all c~ibits thereto. and othcrdocuimnts in connection therewith with the

Coitmussion, granting unto said attomcys-in-fact and agents, and each of them, full powcrand authority to do and perfomicach and every act and think requisite and

necessary to be done, as fully to alI intents and purposes as he or she might or could do in person, hereby iatifyino and confinnino all that said attomcys-in-ihct and agents

or any ofthcm orthciror his m' her substitute m'substitutcs, trey lawfully do or cause to be done by vinuc hereof.

Pursuant to the rcquircnnnts ofthc Secwitics Act. this Am; ndmcnt No. I to the Registration Statement has been signed by the following persons in the cap~citics

indicated and on the IS~h day ofOctobcr.2014.

Si~!natum ~Pitle

~s/ RONALD D. ROIRF

Ronald D. Boirc

/s/ EJ. BIRD

L=.J. Bird

William C. Crowicy

Acting President and Chief Executive Officer, and Dirccror

(principal executive officer)

Gcccutivc Vicc-President and Chicl~Financial Ofliccr(p~incipal financialot7~ccrand

principal acco~mting officer)

Chaimran ofthc (ioard ofDircc[ors0

Timcnhy Flcnarnno Dirocror



to-z

Si~;naturt Title

W illium R Harker Director

r

Klaudio Lcshnjani Director

R. Raja Khanna Director

Janis McBumcy Dirctor

a

Deborah I~. Rosati Director

Dania Stevenson Director

S. Jctlrcy Stollcnwcrck Director

*By: /si ti.J. BIRD

E.J. Bird

Attomcy-in-Fact

Ill-3

AUI'HORIZ[D RF7'KF_SE~T.ATR'E

Pursuant to the rcquircnnnts of the Sccuntics Act of 1933. this Amcnd~~nt No. I to the Registration Statc~mnt on FonnF-10 has been signed bclowby the

undersigned, solely in its' capacity as Scars Canada [nc.'s duly authoiizcd representative in the United States, on this IS~~' day ofOctober.2014.

TORYS LLP

By: /s! MILF.T. KURTA

Name: Mile T. Kurta

Tit lc: Parinto~

[]Ill

EXHIBIT I'VDFX

Gs hibit UvncriPlion

4.1 Annual Infonx~tion Fonn for the 52-week period ended February I, 2014 (incoipo~nted by retorence to the Registrant's Annual

Report on Fonn40-F for the 52-wcc:k pciiod ended February 1, 2014 filccl with the Secm'itics 2nd P.xchangc Corrnnission on

March 14.2014)(Filc No.000-54726)

4.2 ManagemcnYs Discussion and Analysis for the 52-week pciiod ended Febni~ry I, 2014 (incmpo~ated by mferenec to the

Registrants Fonn40-F forthc 52-week period ended February I, 2014 tiled with the Securities end ~cl~ange Cmrnnission on

March 14, 2014) (File 1Vo. 000.54726)

43 Consolidated Financial Statements and the notes related thereto for the 5?-week pc~iod ended February I, 2014 (inco~poi~~ted by

mfcrcncc to the Registrant's Fonn 4(~F far the 52-week period ended February I. 2014 filed with the Sccmitics and Erc:hangc

C~~rniussion o~~ March 14.2014)(Filc No. 00454726)

4.4 Managcrr~nt Proxy Circulardatcd March I3, ?014m1a[ine [o the Registrant's annualand special i~cting ofsharcholdc~s held

nn April 24,?OI4 (incoiporucd by reference to the Registrant's Fonn6-K fiimishcd [o the Sccu~itics and Ixchangc Commission

on March 14, 2014) (File No. 00454726)

4.5 Managcmc~~Ps Discussion and Analysis as at Scptcmbcr2.2014 (incorpmatcd by reference to the RcgistranPs Fonn6K

fiunisl~cd to [hc Securities and L-xchangc Co~rnnission on Scptcmbcr3, 2014) (File No. 00454726)

4.6 Unaudited Condensed Consolidated Financial Staterrcnts forthe 13-week period August 2.2014 (incorporated by reference to

the Rcgisuant's Fonn 6-K fiimishcd to the Sccmitics and Exchange Coirv~ussion on September 3.2014,) (File No. 0454726)

4.7 Material Chan~c report of Scars Canada dated October 6, 2014 related to the 08c~ing (incoipointcd by rofcmncc to &hibit 99.1

ro the Registrant's Report on Fonn 6-K furnished to the Sccwitics and E~hangc Connniss ion nn October 7, 2014)(I~ile No. OW-

547?6)

• •
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5.1 Consent ofDcloittc LLP

5.2 Consent ofTorys LI.P*

6.1 Powcis ofatiorncy*

Previously filed vs an c~ibit to this rcgisudtion statement.
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Tf~(s is xh's~ifi "C" referred to in the Affidavit of

LNiiliam Richard Harker, sworn before me at
~+ ro
t;+ "~~~s-~r;,r,~~~c~____, Ncw Jersey, Unite

d Staf~~

of America, t~r~ August 1 f., 2013,

r ..~ r_._ r.

_.._-
(A i~l~tary Public in ~~nd fnr the St<aEe of Neuv Jersey)

J~R~fi~Y ~=ORTUi~
A~'{~

~lpTs~R`( PUBLIC OF NE
W JERSEY

My Commission Expir
es 412712022
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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
Canada Shares:

Sears Canada will use commercially reasonable efforts to prepare
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;

• 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

0o~~3-zoo ~s~sa~o~.s
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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;

• fees and expenses of the registrar and transfer agent, and any

share certification costs;

• 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 SHC will use commercially reasonable efforts to assist Sears Canada

Arrangements: 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 Abreement, 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, 20] 2, by and between Sears Logistics Services,
Inc. and UPS Supply Chain Solutions, Inc.; and

• 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 circwnstances 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 1K154707.A
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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
insurers) 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 The cooperation agreement, dated as of May 23, 2014, by and

Agreement: 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.

00793-210018154707.8
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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,

SEA]

Accepted and agreed to as of the date first written above.

SEARS HOLDINGS CORPORATION

Name:
Title:



95

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.

Name:
Title:

Accepted and agreed to as of the date first written above.

SEARS HOLDINGS CORPORATION

s

BY•

Name: ~t~be.~ (~, Sc~si~S~•e—r w,
Title: E V Q ~'(j- C, FQ

00793-2100 18154707.5
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This is ~~hibi~ "~3,> r~fe~-r~d to in thU Af#idavif of

Williarn Richard i-fark~r, swam b~far~ me at
`1;, .~-~;,~,w.,~ . IVew Jersey. United States

of F~meric~, on August 10, 201.

,,- - r ~ .~- ---w
_`- ~~-'"

~R Nntary Public, ire and'~for the State of New Jersey)

~~~~~~Y FOR~"U~t~TO
P~(t7TARY PU~I.IC 0~ SEW JERSEY
My Commission Expires 4/27/2022



Policy Number: ELU149912-97
Renewal of Plumber: ELU144291-16

CORNERSTONE A-SIDE MANAGEMENT
LIABILITY INSlJRANCE POLICY

DECLARATIONS

Executive Offiices

70 Seaview Avenue

Stamford, CT 06902-6040

Telephone 877-953-2636

THIS IS A CLAIMS fJIADE POLICY. EXCEPT AS OTHERWISE PROVIDED HEREIiV, THIS POLICY ONLY APPLIES TO
CLAIMS FIRST MADE DURING THE POLfCY PERIOD. THE LIMIT OF LIABi~ITY AVAILABLE TO PAY DAMAGES OR
SETTLE~IIENTS SHALL 8E REDUCED ,4ND MAY BE EXHAUSTED ~Y THE PAYMENT QF DEFENSE EXPENSES.
THIS POLICY DOES NOT PROVIDE FOR ANY DUTY BY THE INSURER TO DEFE(VD ANY ItJSURED. PLEASE READ
AND REVIEW THE POLICY CAREFULLY.

lte~*~ 1. Nar?~e end Ma±ding Address of Parent Corporation:

Sears Holdings Corporation

X333 Beverly Road
Hoffman Estates, IL 50179

)tern 2. Policy Period: From: May 15. 2C?1 r To: May 15. 2018

At 12:01 A.M. Standard Time at your Mailing Address Shown Above

XL Professional Insurance
^00 Constitution Plaza, 17"' Flocr
NartfOrd. CT 06103
Toll Free TeleE,~hone 877-953-2636

CS ?1 OG 09 0& Manuscript 17997 08 'I.5 XL 80 24 D3 03 CS r2 04 05 Oo CL 80 34 12 02
CL 8Q 99 03 Q5 CL 80 84 11 04 CS 83 01 11 06 CL 80 189 06 07 XL 80 38 02 05
Manuscript ̀ 19375 05 16 XL fi0 ~° 03 O8 XL 80 50 09 08 Manuscript 945 C5 09 Manuscript 4088 G i Oo
Manuscript 13794 05 12 CL 80 68 06 04 CS 80 95 09 09 CL 80 224 04 03 CL 80 175 03 07
CS 80 'i 11 02 10 CL SO 2' 1 G 02 Manuscrip' 15561 05 13 CL 83 96 01 08 CS 80 3r 10 Ur
Manuscript 19:x76 U5 16 CS 80 77 09 0~ CL 80 63 04 On AAanuscript 16693 U5 14
Manuscript 13806 05 12 CL 80 208 11 07 CL £30 225 U4 O8 Manuscript 15562 05 13 CL 83 75 01 07
GS 83 02 12 06 CS 80 195 09 13 Manuscript 16592 05 14 Manuscript 16690 05 ̂ 4 CS 80 63 05 O8
CS 80 12? 12 Iv^ Manuscript 16563 ~~ 14 CS 80 236 06 ~5 CS 83 17 U1 08 CS 80 133 05 1

CS 70 ~0 01 06 Page 1 of 2

KL Specialty Insurance Cornpar~y

Members of the XL America Companies

(tem 5. fVotices required to be given 4o the Insurer must be addressed to:

Item 7. Policy Forms and Endorsements Attached at Issuance:
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Countersigned:

GORI~~RSTONE A-SIDE MANAGEMENT LI6~BI~ITY POLICY

Date

By:
Authorized Representati~~e

THESE DECLARATIONS AND THE POLICY, WITH THE ENDORSEMENTS, A~ACHMENTS, AND THE APPLICATIQN SHALL

CONSTITUTE THE ENTIRE AGREER4ENT BET~NEEN THE INSURER AND TI-IE INSURED RELATING TO THIS INSURANCE.

In Witness Whereof, the Insurer has caused this Policy ~o be executed by its authorized officers; brat

this Policy will not be valid ~~niess countersigned ors the Declarations page, if required by law, by a duly

authorized representative ofi fhe Insurer.

~~C~~_

John R. Glancy

President

l~ ~ ~ '~~~ ~~,~
~~

Ker~nefh P. Meagher

Secretary

XL Specialty insurance Company

CS 70 00 01 06 Page 2 of 2
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~~9 I~UITNES~

XL SPECIALTY INSIJRARICE C~tVIP/~t~Y

REGULATORY OFFICE

505 EAGLEVIEW BOULEVARD, SUITE 100

DEPARTMENT: REGULATORY

EXTON, PA 19341-~ 120

P I-I O N E : 800-688-1840

It is hereby agreed and understood that the following in Witness Clause supercedes any and all other In

b'Vitness clauses in this policy.

all other provisions remain unchanged.

iN WITNESS VVHE.REOF, the Insurer has caused this policy to be executed and attested, and, if required

by state law, this policy shah not be valid unless countersigned by a t~luly authorized representative of the

Insurer.

~~
f `

Joseph Tocco
Preslcient

~~'~~~~~ ~ u~'~'~.,, ~''~'.~
r~ ~

Toni Ann Perkins
Secretary

LAD 400 0915 XLS

~J 2C15 X.L. America: Inc. All P.ights Reserved. May not be copied without permission.
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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:

1-8Q0-622-7311
XL CATLIN

SEAVIEVU HOUSE
70 SEAVIEW AVENUE

STANFORD, CT 06902-6040

You may also contact the P~ibiic Service Division ~i the Department of Insurance at the following address:

Illinois Department of Insurance
Consumer Division or Public Services Section

320 W. Washington Street
Springr'ield, iL 62%G%

Toll-free 1-866-4~5-5364
TDD 2171524-4872 !Fax: 217/568-2083

http:/ir~~c.insurance.illinois gov/messagecerter.nsf

PN IL U2 1~~5 OO 2015 X.L. America, Inc. Ali P.ights Reserved. Page 1 of 1
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Endorsement No.: '17
Named Insured: Sears No[dings Corporation
Policy No.: E~U9 4991 2-1 7

CS 80 95 09 09
Effective: May 15, 2017
12:07 A.M. Standard Time
Insurer: XL Specialty Insurance Company

~~~

In c~nsideratioi~ of the premium charged.. the last sentence of Section IU Condition (D} of the Policy is amended to

read in its entirety as fiollows:

"Ai. notices under CONDITIONS (D)(1) and (2) must be sent by

(aj certified mail ar fhe equivalent to the address set fo~~th in ITEM 5 of the Declarations. Attention

C12im Departmen?; or

(b) electronic mail (em8il) t0 p~aclainuleti~noticc<_ rt`xlcatlit~.com.'~

Ali other terms.. conditions and limitations of this Policy shall remain unchanged.

CS 80 95 09 09 (12/10 ed.) Page 'I of 1
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Endorsement No.: 35
Named Insured: Sears Holdings Corporation
Policy No.: ELU1 4991 2-1 7

CS SO 195 09 13
Effective: May 15, 20'!7
12:01 A.M. Standard Time
Insurer: ?CL Specialty Insurance Company

~ ~: ~ ~ r.

In consideration o~ the premium charged, Section IV Canclitions (D)(1) of the Policy is amended to read in its

entlrefy as follows.

"(1) 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 Giaim as soon as practicable after

it is first made and the Risk Manager or General Counsel of the Parent Company first becomes aware ofi

such Claim „

All other terms, conditions and lirr.itatioris or this Policy shall remain unchanged.

CS 8G 195 09 13 Page 1 of 1
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Endorsement No.: 41
Named Insured: Sears Holdings Corporation
Policy No.: ELU149992-17

CS 80 236 06 15
Effective: May 9 5, 2017
12:01 A.M. Standard Time
Insurer: XL Specialty Insurance Company

In consideration of the premium charged: the term Subsidiary, as defined in Section it Definitions (P) of the Policy,

is a~~iended 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.

Ali other germs, conditions end limita?ions of this Policy shall remain unchanged.

CS 80 236 06 1 _5 Page 1 of 1
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THIS IS A GLAIMS MADE POLIGY WITH DEFENSE EXPENSES INCLUDED IN THE LIMIT OF LIABILITY.

PLEASE READ AND REVIEW THE POLIGY CAREFULLY.

In consideration of the payment of the premium, and in reliance on all statements made and infiormation

furnished to Executive Liability Underwriters, the Underwriting Manager for the Insurer identified on the

Declarations Page (hereinafter, the "Insurer") including the Application and s~~bject to all of the terms,

conditions and limitations of al! the provisions of this Policy, the Insurer, the Insured Persons and the

Company agree as follows:

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 v~~ili respond on behalf of the Insured Persons as if it were

primary. subject to all ~f its terms.. conditions (including, but not limited to, CONDITION (B}) and limita?ions and

wi4hout prejudice to the Insurer's excess position.

IL DEFINITIONS

(A) '`Application` means:

(1) the Application attGched to and fiorr7iing part of this Policy:. and

(2) any ~~iaterials subm!t'ed therevvith. which shall be retained on file by the Insurer and shall b2 deemec

to be physically attached to this Policy.

(B) "Change In Control° means:

(~l the merger or acquisition of the 4'arerit Gornpany, or of all or substanti211y alt ofi its assets, by another

entity such that the Parent Company is not the surviving entity;

{2) the acquisition by any person, entity, o~ affiliated group or persons or entities of the right to vote for..

select. or appoint more than fifty percent (50%) of thz directors of the Parent Company, or

(3) the court appointment of any persor or entity with au?hority comparable to ghat ofi the Insured

Persons, as defiined in DEFINITION (i)(1;, to liquidate or reorganize the Parent Gornpany.

(C) Giaim" 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

(31 a formal civil, criminal, administrative, or regulatory proceeding or formal investigation.

(G) °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 (r).

.`E) "Defiense Expenses" means reasonable legal fees and expenses incurred in the defense or investigation of

any Claim Defense Expenses will not include tree Company's overhead expenses or any salaries, wages,

fees, car benefits or' its directors.. officers. or employees.

(F) "Employment Practices Claim" means a Claim alleging an Employment Practices Wrongful ,4ct.

CS r 1 00 d9 06 Page 1 of 8
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(G) Empioyment Practices Wrongful Act° mans any actual or alleged:

(1) wrongful tenrination of employment whethEr actual or constructive;

(2) employment discrimination of any kind;

(3j sexual or other harassment in the workplace; or

{4j wrongful deprivation of career opportunity, employment-related misrepresentation, retaliatory

treatment against an employee ofi the Company. Failure to promote, demotion, wrongful discipline or

evaluation. or refusal to hire.

(H) "Insurance Program" means

(1) any existing Management Liability insurance, Directors' ancf Officers' Liability insurance, or similar

i~~surance: and

(2) any other existing insurance under which coverage may be owed.

;Ij °insured Person" means'.

(1 j ary past, present. or future director or officer, gEnerai counsel, r~r member of the Bc,ard of Manngers

of the Company and any person serving in a functional~V equivalent role for the Parent Company of

any Subsidiary operating ̀ r incorporated outside the United States. Gnd

(2) the lawful spouse of any person set forth in DEFINITION (I)(1), but only to the extent the spouse is a

pahy 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 recover~bie from marital community property. property jointly held by

any such person and his or her spouse, or property transferred from any such perscn 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.

J) lnterr~lated 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. situ~tiors. transactions, or events.

(K) "Loss" means damages, judgments. settlements or other amounts (including pre- &post-jucigmeni interest,

punitive or exemplary damages, or the multiplied portion of any damage sward, where insurable by law) and

Defense Expenses that the Insured Persons are obligated to pay. Loss uvili not include:

(1) matters +n~hich are uninsurable under the law pursuant to which this Policy is construed: or

2) Tinzs, ~enaities 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 fiines, penalties or taxes are

insurable by law and are imposed in connection with such insured Persors's service with respect to

an entity included within the definition of Company that is financially insclvenY.

Nate: With respect to coverage fc~r punitive, exemplary or multiplied damages or fines. penalties or taxes, the

law of the applicable jurisdiction most favorable to the insurability of such amounts shall control.

(L. "Outside 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 (I)(1),

while acting in his or her capacity as a direcTor, officer, trustee, regent. or governor of any Outside En#ity, if

serving in such capaci!y at the specific request of the Company.

CS 71 00 09 OG Page 2 of 8
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(M} "Outside Entity° means any corporation or organization other tha~~ the Gorr~pany of which any Insured

Person, as defined in DEFINITION {I)(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 4he entity named in ITEM 1 of the Declarations.

(Oj "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.

(Pt "Subsidiary" means any enti4y during any time in which ih~ 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.

~C,)~ "1/Vrongful Act" means:

(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 Baard of fVlanagers of the Company car a

functionally equivalent role for the Parent Company or any Subsidiary operating or incorporated

outside the United Stales:

2) ar.y matter asserted against an Insured Person solely by reason of his or her status as a dirEctor.

officer.. general counsel, or member of the Boaru of Managers of the Company;

(3) any Employment Practices UVrongful Act; and

(4) any Outside rapacity Wrongful Act.

lll. EXGLUSIOiVS

(A) Except for Defense Expenses, the Insurer shall not pay Loss it connection with any Claire:

(1) brought by or on behalf of, or ai the direction of, the Company or. with ~es~ect to any Claire for an

Qutside Capacity Wrongful Act, an Outside Entity.. except and to the extent such Claim:

(a) is brought and maintained by a security hr~ider of the Company or such Outside Entity, lour

only if such securiiy holder is acting independently of, and without the solicitation, assistance,

participation or intervention of, the Company, any Ensured Person, or any Outside Entity;

jbj is brought by the Bankruptcy Trustee ~r Examiner of the Company or such Outside Entity, or

any assignee of such Trustee or Examiner, or any Receiver, Conservator, Rehabili4ator, or

Liquidator or comparable authority of the Company or such Outside Entity:

(c) is brought and maintained in anon-common law jurisdiction outside the United States of

America or ifs territories or possessions; or

(d) is made af!er 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

sta!ute rule, or law; or

(b) profii or remuneration gained by any Insured Person to which such Insured Person is not

lec~ally 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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(1, for any actual or alleged bodily injury. sickness, metal 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) shad 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 Qutside Entity for any actual or alleged violation of the

Securities Act of ~ 933, the Securities Act of 1934; or any state securities statute; or

(bl 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 ~r, with respect to any Claim for an Outside Capacity

Wrongful Act, an Outside Entity and is brought and maintained independently ~f, and

without the solicitation, assistance, participation or intervention of the Company, any Insures!

Person, or any Outside Entity; or

l2} based upon. arising nut of, directly or indirectly resulting from, in consequence o ;̀ or in any way

involving any faci 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, Diractors'~ end Officers' insurance, or other similar insurance.

Note: EXCLUSION (B}(il will not apply tc~ any alienation of libel; slander, clefan~ation ; mental anguish or

emotional distress if and only to the extent that such allegations are made as part of an Employment

Practices Claim .or an Employment Practices Wrongful Act.

No Wrongful Act of ary insured Person will be i;?iputed to any other Insured Person to determine the application of

any of the above EXCLU510NS.

IV. COt~DITiCJNS

(r1) Lirn~i of Liability

The amount set firth in ITEM 3 of the Declarations shall be the maximum aggregate Limit o. Liability of the

Insurer under this Policy. Payment of Loss. including Defense Expenses, by the Insurer shall reduce the

L~m~t of Liability.

(B) Indemnification and Other Insurance

~ 1) The Insured Persons and the Company understand end agree that ail coverage under this Policy

shall be specifically excess over, and shall not contribute with:

!aj ail indemnifiiration and advancement to which an Insured Person may be entitled from any

source. including but not limited to the Company or any ~ufside Entity; and

(b) any Insurance Program maintained by the Company or any Qutside Entity, whether such

other insurance is stated to be primary, contributing, excess or otherwise.

However. if Loss is not paid by such o4her 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 forms,

conditions and limitations and without prejudice to the Insurer's excess position.

f21 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 inder7inification or advancement, including the Company and

any Outside Entity.

(G) (Mergers and Acquisitions

(1) If. during the Poficy Period ; the Company acquires any assets; acquires a Subsidiary, or acquires

any entity by merger, consolidation or otherwise, or assumes any liability of another en4ity, coverage
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shall be provided far any Loss involving a Gaim for a Wrongful Act occurring after the

consummation of the transaction.

(2} 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 Glaim made against any Insured Person 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."

(3) 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 Chis Policy but only with respect to a Claim far a Wrongful Act that

occurred or allegedly occurred prior to the time such Subsidiary ceased to be a Subsidiary of the

Cgrnpany.

(4) i., 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 Ciai~n for a irUrongfui 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

ik~} the entire premium for the Policy will be deemed to be fully earned immediately upon the

consummation of a Change In Control.

(D1 Notice

(1) 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

practicable after it is ?irst made.

(2) If, during the Policy Period, the Insured Persons first beco~~~es aware of a specific Wrangftii Act

and if, during the Policy Period, the Insured Persons or the Company.

(a; provide the Insurer wi?h v~ritter 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 lNrongful Act; and

(bl request coverage under this Policy for any subsequently resulting Claim for such Wrongful

Act:

then any Claim subsequently m2de 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 cer~ified mail or the equi~~alent to the address

set forth in ITEM 5 of the Declarations; Atten4ion: Claim Department.

(E) Defense and Settlement of Claims

;1) It shall be the duty of the Insured Persons and not the duty or' the Insurer io defenc! Claims. No

Insured Person may incur any Defense Expenses or admit liability for, make any settlement o~fer

with respect to, or settle any Ciairn without the Insurer's consent, such consent not to be unreasonably

withheld.

(2) Upon written request, the Insurer will pay on a current basis any coverEd Defense Expenses befiore

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

C!a i rn.

(F) Assistance, Cooperation and Subrogation

~1 j The insured Persons and the Company agree to provide khe Insurer with all informa4ion. assistance

and cooperation that the Insurer may reasonably request, and further agree that they will do nothing

which in ary way increases the Insurers exposure under phis 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 shall be subrogated to ail of the potential or

Uctuai rights of recovery of the Insured Persons, including any such rights of recovery against the

Company or any Outside Entity. The Insured Persons shell execute all papers required and will clo

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, dnd will

provide ail other assistance and cooperation which the Insurer may reasonably require.

{G) Interrelated Claims

All Claims arising from Interrelated Wrongful Acts shall be dEemed to constitute a singly Claim ar:ci shall be

deemed to have been made at 4he earliest time at which the earliest such Giaim is made or deemed to have

beer made pursuant to CONDITION (D)(1) or (2) above. if applicable.

iHl Exhaustion

If the Insurer's Limit of Liability ~s set forth in ITEM 3 of the QEclarations is exhausted by the payment of Loss,

thr premiu«i as set forth in ITEP~I o of the Declarations will be fully earned, all obligations of the Insurer under

this Policy ~n~ill be completely fulfilled and exhausted. and the Insurer will have no further obligations of any

kind whatsoever unCer this Policy.

;i) Cancellation and Renewal of Coverage

(i) 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 Rersorrs. Such cancellation

may be effected by mailing to the Insurer VVflii@f? nonce 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 ret~ir the customary short rate portion of 4he earned

premium. Return or tender of the unearned premium is not a condition of cancellation.

(2) The Insurer m~~y cancel this Policy only for nonpayment of premium. The Insurer will provide not less

than ?wenty (20) days written notice slating the reason for cancellation and when she Policy will ~e

canceled. Notice of cancellation will be sent to the P~ren2 Company and the agent of record fior 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 Goanpany 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 entitled under any circumstances to rescind this Policy, other than for non-

payinenr of premium.

(J) Optional Extension Period

(1 j If either the Insured Persons or the Insurer does not renew 4his Policy; 4he Insured Persons shall

have the right, upon paymeni 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 afiter the Policy Expiration Date, but only with

respect to a Wrongful Act occurring prior to the Policy Expiration Date.

(2j 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 Qptionai Extension Period within thirty (30) clays after the Policy

Expiration fete.

(3 if the Insured Persons elect fo 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

yarned at the Inception Date fior the Optional Extension Period.

(4) The purchase of the Optional Extension Period will not in any way increase the Limit o' Liability set

fiorth in ITEM 3 of the Declarations, and the L;mit of Liability wifh respect to Giai~ns ~~~ade during the

Optional Extension Period shall be part of and not in addition to the Limit of Liability for all Claims

made during the Po9icy Period.

(K) Representation Ci~use

The Applica4ion for coverage shall be construed as a separate Application for coverage for each Insured

Peron. Each Insured Person represents that, t0 the best of his or her kn~wiedge, 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 4he tru#h of that representation and that such particulars and

statements. which are deemed to be incorporated into and constitute a part ofi this Polley.. are the basis of this

Policy. In the event that any statements and particulars contained in the Application are untrue, inaccura?e or

incomplete, this Policy wii! be void with respect to any Insured Person who had actual knowledge as of the

Inception Qate cif facts or information, that were not accurately or completely disclosed as required in the

ApplicaYson. No knowledge or information possessed by any Insured Person will be imputed to any other

Insured Person for the purposes of cletermining the availability of coverage with respect to Claims made

against such other Insured Person.

(L; Action Againsfi the Insurer, Assignment, and Changes to Policy

(1 j No aciion may be taken against 'the Insurer unless, as a condition precedent thereto

(a) there has been full compliance wi n all of the terms and conditions of this Policy; and

(bl the amount of the obligation ~f the Insured Person has been filially 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 unless its consent is endorsed

hereon.

(4) Notice to any agent or knowledge possessed by any agent or other person acting on laehalf of The

Insurer will not cause a waiver or change in any part of this Policy or prevent the Injurer 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 chanced by written endorsement signed by the

Insurer.

(M) Authorization and Notices
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!i is understood and agreed that, except as provided eis~where in this Poliey, the Parent Company uviil act on

behalf of the Company and the Insured Persons with aspect to:

(1) 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) ,he 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 betweer the insurer or any of its agents and the

Insured Persons in relation to the insurance.

(0) Worldwide Coverage

in consideration of fhe premium charged, coverage under this Policy shall extend ~nyv~lhere 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 Stites Bankruptcy Code: as arnerded, or any similar state or local law, the 9nsured

Persons and the Comg~any hereby (i) 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 (2j

agree noY to oppose or object to any efforts by the Insurer or ar,y Insured Person or the ~ampany to obtain

relief from ary such stay or injunction.
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This is Exhibit "~" referred fi~a in the Rffii~avit of

William Richard F-larker, sworn before n7e ~t

,~;~~~~t„v ~~k~~~ ,New Jersey, United States

of America, on August 10; 2013.

f ~.~
_;'" ..w ~-'

_... __ _
-.

(A Notary Pur~iic in and for she State of New Jersey)

~~€~E1~Y FC~fdTUt~lA s t~
~aOTARY F~UBLIC OG N~~J JERSEY
~9y Commission expires d/27r2p22
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Policy dumber: EL.U146443-16
Renewal of Number: ELU141161-15

XL Specialty Insurance Gompany
100 Yonge Street, Suite 1200
Toronto, Ontario M5G ?W1
Telephone 416-928-5586

T6-iIS IS !~, CLAIMS MADE POLICY. EXCEPT AS OTHERWISE PROVIDED HEREIN, THIS POLICY ONLY APPLIES
TO CLAIMS ~iRST fUiADE DURING THE P~LlCY PERIOD. THE L(MIT OF LIABILITY AVAILABLE TO PAY
DAMAGES OR SETTLEME(VTS SHdaLL ~E REDUCED RPdQ iV1AY BE EXHAUSTED SY THE PAYMENT OF
DEFEPvS~ EXPENSES. Tt-1{S POLICY DOES NOT PROVIDE FOF? AtVY DUTY SY THE I~S:;RER TC? DE~ENQ ~,~Y
INSURED. PLEASE READ AID REVIEV~ Ti~E POLICY CAREFULLY.

Item 1. fame and Mailing Address of Parent Corporation:

Sears Canada Inc
290 Yonge Street, Suite 700
Toronto. ONTARIO M5B 2C3

Item 2. Policy Period From: October 15. 2016 To: October 15. 2017
At 12:Q1AM Standard Time a4 your M2iiing Address Shown Above

XL Specialty Insurance Company
1 QO Yonge Street Suite 1200
Toronto, t7N M5C 21N1
Attention: Claims Department
Email claimscanada c(Dxlcatlin.com

Item 7. Policy Forms and Endorsements Attached at issuance

CS 71 00 09 06 XL 80 78 02 15 XL 82 01 0% 07 XL 80 34 10 04 CL 83 14 1Q 03 CS 80 388 03 17

CL 80 84 1'1 04 CL 80 189 06 07 CS BO 392 Q3 ~7 XL 80 60 09 03 Manuscript 13794 05 12
GL 80 86 12 04 CS 80 195 09 13 CL 80 225 04 08 CS 80 95 09 09 CL 80 224 04 08 CS 80 37 10 07

CS 80 119 OG 10 CL 80 63 04 04 Manuscript 13806 05 12 CL 80 208 11 07 CS 83 15 11 07

CS 83 92 C3 17 Manuscript 16690 05 14 Manuscript 9458 05 09 CS 80 391 03 17 CS 80 39 10 07
CS 80 17 05 07 CS 80 144 07 11 CL 80 42 07 03 Manuscript 4088 01 06 CS ~i0 393 03 17

CS 80 394 03 17 CS 80 140 07 11 Manuscript 18573 i2 15

THESE DECLARATIONS AND THE POLICY, WITH THE ENDORSEMF_NTS. ATTACf-IMENTS, LAND THE APPLICATION SHALL CONSTITUTE THE

ENTIRE AGREEMENT QETWEEN Tf-IE INSURER AND THE INSURED PERSONS RELATING TO THIS WSURANCE.

CS c 0 02 01 06 Page 1 of 2

Item 5. Notices required to be given to the Insurer must be addressed to:
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Policy Number: ELU146443-16
Renewal of Number: ELU141 161-1 5

IN W9TNESS WHEREOF the Insurer has caused this Policy to be signed by the Canadian Chief Agent.

XL SPECIALTY I!~lSURA,P~CE COMPANY

Nick Greggains
Ghie~ Agent for Canada

For purposes of the Insurance Companies Act (Canada, this document was issued in the course of icy Specialty Insurance Company's

insurance business in Canada.

CS 'r D 02 01 06 Page 2 of 2
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Endorsement fro.: 4 Effective: October 15, 2076

Named Insured: Sears Canada Inc 12:01 A. N1. Standard Tirne

Policy No.: ELU9 46443-1 6 Insurer: XL Specialty Insurance Company

In ca~~sideration cf the premium charged. no coverage will b~ available under this Policy for Gaims based upon,

arising out of, directly or indirectly resulting from, in consequence of, or in ary way involving any fact,

circumstance, situ~fion: transaction: event or Wrongful Act, underlying or afiegeci in any prior and/or pending

litigation or auministrative or regulatory proceeding or arbitration which vas brought prior to October 15, 2014.

Ali other terms, conditions and limitations of this Policy shall remain unchanged.

GL 83 '4 10 03 Page 1 of 1
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Endorsement No.: 21 effective: October 15, 2016

Named Insured: Sears Canada inc 12:01 A.M. Standard Time

Policy No.: ELU946443-'16 Insurer: XL Specialty Insurance Company

.. ; ~ .~ ~. r ` ~ ;M

fn consideration of the premium charged, no coverage shall be available under this Policy ?or 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 end otherwise covered by the

terms, conditions and limitations ofi this Policy. Loss arising out of the same or related Wrongful Act shall be

deemed to arise from 4he first such same or related Wron~fui Act.

AN other terms, conditions and limitations of this Policy shall remain unchanged.

CS 83 15 11 07 (12110 ed.) Page 1 of 1
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THIS IS A CLAIMS MADE POLICY WITH DEFENSE EXPENSES INCLUDED iN THE LIM1T C)F LIABILITY.

PLEASE READ AND REVIEW THE POLICY CAREFULLY.

In consideration of the payment o'f the premium, and in reliance on ail statements made and information

furnished to Executive Liability Underwriters, the Underwriting Manager for the Insurer identified on the

Declarations Page (hereinafter, the "Insurer") incla~ding the Application and subject to ali of the terms,

conditions and limitations of ali the provisions of this Policy, the insurer, the Insured Persons end tine

Company agree as follows:

I. INSURING AGREEMENT

The Insurer will pay on behalf ofi the Insured Persons Loss resulting from a Claim first made against she

Insured Per6ons during the Policy Period or; if applicable, the Optional Extension Period, fior a Wr~ongfit~i

Act, except to the extent that such doss 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 ail of its terr~is, conditions (including, but not limited !c~, CONDITION (B)} and lir~iitations and

without prejudice is the Insurer's excess position

Ii. DEFINITIONS

(A) "Application" means:

~'I) the Application attacheG to and forming part of this Policy, and

;2j anv materials submitted therewith, which shall be retained on file by the Insurer and shall be deemed

r physically attached to Phis Policy.

{8) Charge In Control" i~~cans~

c 1) the merger ~r acquisition of ±he Parent Company, or o. all or substantially all of its assts, by mother

ertity such that the Parent Company is not the sun~iving 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; ~r

(3} the court appo n,ment of any person or entity with authority/ comparable io that of the insured

Persons, as defined in DEFINITION (Ij('1).to liquidate or reorganize the Parent Company.

(C) "Claim" !~~eans:

(1 j 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.

t.D) "Company" means the ~'arent Company and any Subsidiary created ar acquired on or before the Inception

Date set forth in ITEM 2 of the Declarations or during the Policy Period, subject to CONDITION (C).

~E) "'Defense Expenses" means reasonable legal fees and expenses incurred .n 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.

(F} ' Ernpioyment Practices Claim" means a Claim alleging an Empioymer~t Practices V1lrongfu! Act.

CS 71 00 09 06 Page 1 ~f 8
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(G) "Employment Practices Wrongful Act" means any actual or alleged:

(1) uvrongful termination of employment whether actual or constructive;

(2) employment discrimination of any kind,

(3) sexual or other harassment in the workplace; or

i;4) wrongful deprivation of career opportunity, employment-related misrepresentation, retaliatory

treatment against an employee of the Company, failure to promote, demotion, wrongfiui discipline or

evaluation, or refusal to hire.

H) "insurance Program" means

(1) 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.

(Ij "Insured Person" means:

(1 j any Krast. present, or future director or officer, general co~msel, or member of the Board o. 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

(2j the lawful spouse of any person set forth in DEFINITION (I)(1), bui oniyto the extent the spouse is a

party to any Glaim solely in his or her capacity as a spouse o. such person and only for tine purposes

of any Claim seeking damages recoverable from marital community property, property jointly heicJ by

any such person and his or her spouse, or property transferred from any such person to his or her

spouse.

In the evens of 'the death. incapacity or bankruptcy of an Insured Person, any Claim against the estate, heirs,

legal representatives or assigns of such lnsurecl Person will be dEemed to be a Claim against such Insured

Person.

(J) interrelated Wrongful Acts" means Vilrongful 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 rela4ed, facts,

circumstances, situaTions. transactions. or events.

(K1 "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, wherz insurable by lawj and

Defiense 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) nines, penalties or taxes imposed by law; provided, that this DEFINITION (K)(2) will no4 apply to fines,

penalties or taxes that an Insured Person is obiigaied to pay ifi 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: Wi4h respect to coverage for punitive, exemplary or multiplied damages or fines, penalties or taxes, the

law of the applicable jurisdiction most favorable to the insurability of such amounts shall control.

(L) "Outside Capacity Wrongful Act" means any actual or alleged act. error, or omission, misstatement..

misleading statement, neglect.. or breach of duty by any fissured Person, as defined in DEFINITION (I}(1 j,

while acting in his or her capacity as ~ director, officer, trustee, regent, or governor of any Outside Entity, if

serving in such capacity at the specific request of the Cornp~ny.

CS 71 00 09 OG Page 2 of 8
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(Mj ''Outside Entity" means any corporation ar organization other than the Company of which any Insured
Person, as defined in DEFINITION {I)(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 Gompany" i~neans 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 ~ of the
Declarations or to any earlier cancellation dafe.

(P} "Subsid+ary" means any entity during any rime in which the Parent Company owns, directly or through one or
mire Subsidiary(ies), more than fifty percent (50%) of the outstanding securities representing the right to vote
fcr the election of such entity's directors.

(Q) "Wrongful Act° means.

(1j 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,
offiicer, general counsel, or member of the board of Managers of the Company;

(3) any Employment Practices Wrongful Act: and

(4j any Outside Capacity 1~Jro~~gfu3 Act.

111. EXCLUSIOi~S

(A1 Except for Defense Expenses. the i~~surer shall no± pay Loss in conn~c?ion vvith any Claim:

(1) brought by or on ber~aif ofi, or at the direction of, the Company or, with respect to any Claim for an
Outside Capacity Wrongful Act. ~n Outside Entity ; except and to the extent such Claim:

(a) is brought and maintained by a security holder or 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 lnsur~d Person, or any Outside Entity;

(b) is brought by the Bankruptcy Trustee or Examiner or the Company or such Qutside Entity. or
ary assignee of such Trustee or Examiner, or any Receiver, Conservator. Rehabilitator, or
Liquidator car comparable authority of the Company or such autsid~ Entity:

(c) is brought and maintained in anon-common law juriscfiction outside the United States of
America ar its territorizs or possessions: or

(d) is made after the Parent Company has undergone a Charge of Control; or

(27 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 ~djuclication in the underlying action.

(B) The Insurer shall not be liable to make any payment for Loss in connection with any Claim:

CS 71 C~0 09 06 Page 3 of 8
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(") for any actual or alleged bodily injury. sickness, menial 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 (Bj(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 Wrongfiul Act, an Outside Entity for any actual or alleged violation of the

Securities Act of 1933; the Securities Act of 1934, ar 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

na«~e 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 waV
involving any fact, circumstance, situation, transaction, event or Wrongful Act which, before the

Inception Qate 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 ar~y aileg~tion of libel, slander, defamation, mental anguish or

emotional dis?ress if and only to the extent that such allegations are made as pert of an Employment

Practices Ciairn for an Employment Practices 11Vrongfiul Act.

Na lnJrongfu3 Act of any Insured Person wiU be imputed to any other Insured Person to determine the application of

anv of the above EXCLUSIONS.

~v. co~D~~r~o►~s

(Aj Limit of Liability

The amoun! set forth in ITEM 3 of the Declarations shall be the maximum aggregate Limit of Liability of the

Insure. under this Policy, Payment of Loss. including Defense Expenses, by the Insurer shall reducE the

Limit of Liability.

(B) Indemnification and Qther Insurance

(1) The Insured Persons and she Company understand and agree that all coverage under this Policy

shat! be specifiically excess over, and shall not contribute with'.

(aj ail indemnification and advancement to which an Insured PersoPi 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 ar any Outside Entity, whether such

other insurancE is statEd to be primary, contributing, excess or otherwise.

Hoveever, i~ Loss is not paid by such other insurance or as indemnification or advancement, this Policy

will respond an 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 co~ierage may be owed, or from any person ar entity firom

which an Insured Person is entitled to indemnification or advancement, incl~iding the Company and

any Qutside Entity.

(C1 Mergers and Acquisi#ions

(1) Ifi, 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 ~f another entity, coverage
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shall be provided for any Loss ~nvoiving a C(aim for a V~/rongfiul Act occurring after the

consummation ofi the transaction.

(2j 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 he no coverage available

under this Policy for any Claim made against any Insured Person 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."

(3) If, during the Policy Period, any entity ceases to be a Subsidiary, the coverage provided under this

Policy shall continue to apply fo the Insured Persons who because of their service with such

Subsidiary were covered under this Policy but only wiih 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

Gorn~any.

(4) If, during the Policy Period, there is a change !n Control, the coverage provided under this Policy

shill continue to apply out only with respect to a Glaim for ~ VWrongfui pct commiYteci or allegedly

committed prior io the Yime of the Change in Control, and

~~) coverage will cease wiih respect to any Glaim for a l~Vrongfu9 Act committed subset{ue~~t to

the Change in Control, and

(bj the enfire premium fir the Policy will be deemed to be fully earned immEdiately upon the

consummation of a Change in Control.

iD) Notice

(1) As ~ 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 ofi any Claim as soon as

practicable after it is first made.

(2) If. d~iring the Policy Period, the Insured Persons first becomes aware of a specific Wrongful ,Acf

and if, during the Policy Period. the Insured Persons or the Company:

;a; provide the Insurer ~,uith written notice ofi the specific VV+Jrongful Act.. the consequences ~n~hich

have resui±ed 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 Parsons first becarne aware of such Wrongful Act: end

(b) request coverage under this Policy fior any subsequently resulting Claim for such 1PVrongful

Act;

then any Claim subseq~ientiy made arising out of such VUros~gful Act will be treated as if it had been

first made during the Rolicy Period.

All notices under CONDITIONS (D; (1) and (2) mus4 be sent by certified mail or the equivalent to the address

set fiorth in ITEM 5 of the Declarations, Attention: Claim Department.

(E) Defense and 9ettlemen't of Claims

f1) 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 fior, make any settlement offer

with respect to, or settle any Clairr3 withou4 the Insurer's consent, such consent not to be unreasonably

withheld.

(2) Upon written request, the Insurer will day 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 !'arsons if

it is finally determined that the Loss incurred is not covered under this Policy.

(3j Except for such Defense Expenses, the Insurer shall pay Loss only upon the final disposition of any

Glaim.

i;F) Assistance; Cooperation and Subrogation

~1 j 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 ~vay prejudices the

Insurer's potential or actual 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 ar any Outside 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 2v enable the Insurer to effectively bring suit in their name, and will

provide all other assistance and cooperation which the Insurer may reasonably require.

(G) Interrelated claims

All Claims arising from Interrelated Wrongful Acts shall be deemed to constitute a single Glaim and shall be

deemed t~ hive been made at the earliest time at which the earliest such Claim is made or deemed to have

been made pursuant to GONDITION (D)(1j or (2) above, if applicable.

f:Hj Exh~Ustion

if the Insurer's Limit of Liability as set forth in ITEM 3 of the Deciar~tions is exhausted by the payment of Loss,

the pre~rium as set forth in ITEM 6 ot` she Declarations will be fully earned, all oaligations of the Insurer under

this Policy will b2 completely ~uifiiled and exh~usfed, and the Insurer will have no further obligations of any

kind whatsoever under this Policy.

{i) Cancellation and Renewal of Coverage

(1 j The Chairmen of the Board of Directors and the Chief Exec~~ti~ie Officer of the Parent Company shall

have the exclusive right to cancel This Folicy 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 ~eciarations. in such event, 4he Insurer shall retain the customary shore rate portion of the earned

premium. Return or tender of the unearned premium is not a condition of cancellation.

(2j The Insurer may cancel this Policy only for nonpayment of premium. The Insurer will provide not less

than twenty (2Ql days written notice stating the reason for cancellation and when the Palicy will be

canceled. Notice of cancellation will be sent to the Parent Company and the agent of record for the

Insured Persons, if appiicahle.

(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.

41 The Insurer shall not be entitled under any circumstances tc rescind This Policy.. oih~r char for non-

payment of premium.

;J) Optional Extension Period

(1) 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 ~f time set forth in ITEM 4 of the Declarations after the Policy Expiration Date, but only with

respect to a Wrongful Act occurring prig to the Policy Expiration Date.

(2j 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 tc 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

(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 Extersi~r Period will not in any way increase the Limit of Liabi~ity set

forth in ITEM 3 of the DeciaraYions, and the Limit of Liability with respect to Claims made during the

Optional Extension Period shall be part cf and not in addition to the Llmit of Liability for all Claims

made during the Policy Period.

(K1 FZepresentation Clause

Tl~~e 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 it the Application are true, accurate and complete, and each Insured Person agrees

that this Policy is issued in reliance on the 'truth ofi that representation and that such particulars and

statements, which are deemed to be incorporated into and constitute a part of ±his 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 infiormatian that ~a~ere not accurately or completely disclosed as rewired in the

fi.ppiication. No knowledge or information possessed by any lnsi~red Person will be imputed to any ether

Insured Person nor 'the purposes of determining the availability of coverage with respect to Claims made

agains4 such other Insured Person.

(L) Action Against the Insurer, Assignment, ar~d Changes to Po9icy

(1) Na 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 ot~ligation of the Insured Person has been finally determined either by

judgment against the Insured Person after actual trial or ~iy written agreement of the Insured

Person, the claimanf and the Insurer.

(2) Nothing contained herein shall give any person or entity any right to join ±he Insurer as a party fo any

Claim against the Insured Persons to determine their liabi~ity, nor may the Insured Persons impiead

the Insurer in any Giaim.

(3) Assignment of interest under this Policy shall not bind khe Insurer unless its consent is endorsed

hereon.

(4) Notice to any agent or knowledge possessed by any agent or other person acting on behalf 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.

(M) AuYfiorization 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 ana the Insured Persons with respect to:

(1 j 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.

i;0? ~1lorldwide Coverage

In consideration of the premi~.im charged, coverage under this Policy shall extend anywhere in the world.

~P; Bankruptcy

In the event Thai a liquidation or reorganization proceeding is commenced by or against the Company

pursuant tc~ k1~e United States Bankruptcy Code, as amended, or any similar state or local I~w, the lns~ared

Persons and the Company hereby (1) ~n~aive and release ary automatic stay or injunction which may apply in

such proceeding in connection wiih this Policy or its proceeds under such Bankruptcy Code or law; and 12)

agree not to oppose or object to any efforts by the Insurer ar ariy Insured Person or ~h? Company to obtain

relief from any such stay or inj~inciion.
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This ,s Exhibit "~" referred to in the Afficiav'st of

11`~il~i~rn Richard i-Ic~rker, sworn t~efore me ~t

~~~-~,'"-~~:~r~t-~-'~~ ~ ~lev~ Jersey. United Stites

of America, on August 10, 2018.

~..
~- ~, ~ X ....--~

,__ __
~~~ Notary Public in a:.d for ih~ Stake of Need Jersey)

J~.#~~~iY 
~C?RTUN~TC~
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Court File No. CV-17-11846-00CL

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

MR. THURSDAY, THE 22ND

DAY OF JLINE,2OIT

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT lcf, 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
ÉrecrnlquE INC., s.L.H. TRANSIoRT INC., THE cur INC.,
SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., INITIUM COMMERCE LABS INC., INITILM
TRADING AND SOURCING CORP., SEARS FLOOR
COVERING CENTRES INC., 173470 CANADA INC., 2497089
ONTARIO INC.,6988741 CANADA INC,, 1OO1I7II 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 swom June 22, 2017, and the Exhibits

thereto (collectively, the "'Wong Affidavit"), and the pre-filing report dated June 22,2017 of

FTI 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.

("SCI") 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 FTI 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

retumable 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 benef,rts 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, f,rle with this Court a plan of

compromise or arrangement (hereinafter referred to as the "Plan").

POSSESSION OF PROPERTY AND OPBRATIONS

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 ceftainty, 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 seryices 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 def,rned) 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 fonhwith.
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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 Facilitìes (as defìned 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 \rr'aÉJes, salaries, commissions, employee and retiree

benefits (including, without limitation, medical, dental, life insurance and similar

benefit plans or arangements), pension benefits or contributions, vacation pay,

expenses, and director fees and expenses, payable on or after the date ofthis 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;

(c) 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; ancl

with the consent of the Monitor, amounts owing for goods or selices actually

supplied to the Sears Canada Entities prior to the date of this Order by:

(Ð
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(Ð 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;

(ii) providers of information, internet, and other technology, including e-

commerce providers and related services;

(iiÐ

(iv)

providers ofcredit, debit and gift card processing related services; and

other third party suppliers up to a maximum aggregate amount of $25
million, it 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 ofthe

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,

(iii) 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;

(c) 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.

9. THIS COURT ORDERS that, except as specifically permitted herein, the Sears Canada

Entities are hereby directed, until further Order of this Courl: (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 Courl.

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 l1 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

(c) pursue all avenues of ref,inancing, restructuring, selling and reorganizingthe 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 duplìcation, 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 ol 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

inclucling 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.
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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 suchremoval and, if the landlord disputes the entitlementof 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 fwo (2) days' notice to such landlord and any such

secured creditors. If any of the Sears Canada Entities disclaims or resiliates the lease goveming

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 ENTITIBS, THE BUSINESS OR

THE PROPBRTY

14. THIS COURT ORDBRS that until and including July 22,2077, or such later date as

this Court may order (the "Stay Period"), no proceeding or enforcement process in any couft 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 Properly are hereby stayed and suspended pending fuither 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 arangements 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 affangement 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 affangements 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 ORDBRS that during the Stay Period all rights and remedies, of any

inclividual, 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

Couft, 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

seourity 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 1l herein), operating agreements or similar

agreements for the period from and after the commencement of this proceeding.

NO INTERF'ERENCE 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 andlor selices, including without limitation all trademark license and other intellectual

property, computer software, communication and other data services, centralized banking

selices, payroll and benefit services, insurance, warranty services, transportation services,

freight sewices, security and armoured truck carrier services, utility, customs clearing,

warehouse and logistics services or other selices to the Business or the Sears Canada Entities

are hereby restrained until fulther Order of this Court from cliscontinuing, altering, interfering

with or terminating the supply or license of such goods, selices, 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 serices 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 seryice 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 anlhing else in this Order, no Person

shall be prohibited from requiring immediate paynent 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.

I(EY 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

Nesbìtt Burns Inc. (the "Financial Advisor") as financial advisor to SCI and attached as

Confidential Appendix C to the Pre-Filing Report (the "X'inancial 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 payrnents 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 1L03(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 hereofand 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 affangement 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

inclemnify their directors ancl 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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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;

(c) 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

Def,rnitive Documents;

(Ð 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;

(Ð 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;

û) 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

(k) perform such other duties as are required by this Order or by this Courl from time to

tlme.

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 Environtnental Protection Act, the Ontario Environmental Protection Act, the Ontario

Vf/ater 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 Orcler, 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 conf,rdential, 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.

141



-17 -

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 22,2077 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 andlor 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, provicled that

borrowings under the DIP Tenn Credit Agreement shall not exceed $150 million

142



- lB -

unless permitted by further Order of this Court (the "DIP Term Credit tr'acility", 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 ofits 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 Defrnitive 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 defìned 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 macle. The DIP ABL Lenders' Charge shall have the

priority set out in paragraphs 41,48 and 50 hereof.

42. THIS COURT ORDBRS that the DIP Term Agent and the DIP Term Lenders shall be

entitlecl to the benefit of and are hereby grantecl a charge (the "DlP Term Lenders' Charge") on

the Property as security for any and all Obligations (as defìnecl 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.

flntentionally deleted.]

THIS COURT ORDERS that, notwithstanding any other provision of this Order:

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;

(c) 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 wìth the DIP ABL Credit Agreement, the other related Def,rnitive

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 seruice of

materials in connection with such an application to this Courl) 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 Properly (including to set off and/or consolidate any amounts

(a)
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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 ancl manager of the Sears Canada

Entities or the Properly.
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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 anangement 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 Tem 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 "Charg€s"), as among them, with respect to ABL Prìority

Collateral (as defined in the Intercreditor Agreement dated March 20, 2077 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 pas.rrr 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 passr.r 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 maximuÍì 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 fìling, registration or perfection of the Charges shall

not be required, and that the Charges shall be valid and enforceable for all purposes, including as
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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 (Ontano) or

such other applicable provincial legislation that has not been seryed 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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(Ð 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;

(ii) 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 z\greement, 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

theLlC Collateral Account only to the extent of the rights, if any, of any Sears Canada Entity to

the retum of any cash from the LIC 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 shareholclers until further Order of this Cour1.
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56. THIS COURT ORDERS that SCI be and is hereby relieved of any obligation to appoint

any neìÀ/ 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.

58. THIS COURT ORDERS that the Monitor shall create, maintain and update as

necessary a list ofall 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 lnore 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-Seruice Protocol of the Commercial List (the

"Protocol") is approved and aclopted by reference herein ancl, in this proceeding, the ser-vice of

documents made in 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 corespondence, 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 behaìf 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. 8 1 000-2-1 75 (SOR/DORS).

COMEBACK MOTION

63. THIS COURT ORDERS that the comeback motion shall be heard on July 13, 2017 (Ihe

"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 maybe 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 aîy 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 Couf for relief pursuant to Chapter 15 of

the United States Banlcruptcy Code, ll 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 pafy 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

72:07 a.m. Eastern Standard/Daylight Time on the date of this Order.
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This i~ E~i~itaii "~„ referred to in the Afifidavi
t of

William Richard Harker, s~~vorn before mc, at

~'~~~;~~~?~u,~~°~,~ _, New Jersey, United States

of America, on August 10, 2018. 
i

,. ~ ~
-~ . „.

_n .,,..,~ _.~_...__-... ~, _

(A Noiary Public in and for the ~t~te o~ Ne
w Jersey}

~S~REI~~IY i~C7~ i 19i~~, ~ C>

~1~7ARY PUBLIC 0~ NwUV JERSEY

P,,~y Commissicr: Expires 412.7/2022
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Court File No. CV-17-1 l 846-OOCL

ONTARIO

SUPERIOR COURT OF' JUS'T'ICE

COMMERCIAL LIST

`I'! IE E~IC)NC3U1Z~CiLE MR. ) FRIDAY, ̀I~HE 8 h̀

JtJ~~t"I(~E I I~~INE:Y ) DAY OF DECEMBER, 20T7

IN TfIE MnTTER OF TFIE COMPANIES' Cf~DITORS
ARIZANGE,'~IENTACT; R.S.C. 1985; c. C-3b, AS AMENDED

AND IN T~-IE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CAI~TADA INC., CORBEIL
ELECTRiQUE INC., S.L.H. TRI~NSPORT iNC., T'HE CUT INC.,
SEARS CONTACT SERVICES INC., INITIL?M LOGISTICS
SERVICES INC., IIvFTZUM COMMERCE LABS INC., INITIUM
TRADING AND SOURCING CORP., SEARS FLOOR
COVERING CENTRES INC., 173470 CANADA 1I~TC., 2497089
ONTARIO INC., 6988741 C~INADA INC., 10011711 Cf1.NADA
INC., 1592580 ONTARIO L[MITF_,D, 955041 f~LBERTA LTD.,
4201531 CI~NI~DA INC., 168886 CANADt1 INC., AND 3339611
CAN/~DA INC.

(each, an "Appli~aiflt", and collectively, the "Appiieazits")

1

THIS MOTION, made by t17e Applicants, pEusuant to the Cc~nipnfzies' Creditors

Ar•rczfzgerr~erat ~Ict, R.S.C. 1985, c. c-36, as amended {the "CCAA") for an order establishing

claims procedure for tlae identification ai7d quantification of certail~ claims against (i) tl~e

Ap}~lieailts and SearsCorinect (collectively, the "Scaa•s Canada Entities") and (ii) the current and

former directors and officers of t11e Sears Canada Entities, was heard this day at 330 University

Avenue, Toronto, Ontario.

ON IKEADING the Notice of Motion of the flpplicants, the l~f~davit of Billy Wong sworn

on December 1, 2017 including the exhibits thereto; file Eighth Report of FTT Consulting Canada
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Irac., in its cEip<ieity as ~~ionitor (thc ~`~'Ioiiitoi-"), filed, and on heanrlg the submissions oCrespeclive.

counsel foz the ~lpplic~nts; t~hc Mor~itoE~, Pension Representative Counsel (~.is delined bclo~v),

Hnlployee Representative Couz~se( (as de-fined belo~~), the .Pension I'lazz ~dmil~istratoz~ (as defined

i~eiow), the Superintenden[ (as dcfinf;d below); azlc~ such other counsel as were present; i~o o~~c else

appea~i~~i~g although duly served as appears fi-on~ t1~e A~f~da~~~i~ts ~f S~ei~~~iee of~ ;Tustine Ericl~s~r~~

swc?~,~ T)e~~r,,f_~cr 4, 20'17,

1. '1'I11S COLIR"I' ORDERS that t ie time fc~r- service of the i~Totice of Nation and the Motion

Record herein zs hereby abridged and validated so that this Motion is properly retuznable today

a.zld I~ereby dispenses witi~ ~urthez~ service thereof.

d~~~~'INI~'IOIi~S A1~~~ ~N`~'~~ffZI'~2.~T~'~'ION

2. THIS ~C;OURT OR.Ia~RS d:at any capitalized terns used ai d not defizled l~erei:: shall have

the ~neaniug ascribed t.l.~ereto iii tk~e Amended aild Restated Lt~itial Order in these proceedings dated

Jui1e 22; 2017 as ai~~ezzded, restated, sup~~le7nentcd and/or modified from time to time (the "Initial

C)rdea';).

3. T~IIS COURT ORDERS that for the purposes of this C~z-der the #~ollotiving teinls sl~lall have

tl~e following meanings:

(a) "Advisors" means, collectively, an~r actuar-iai, financial, legal and other advisors

and assistants;

(b) "Agezit" means the coz~tz~actual joint venture comprised of Gordon Brothels Canada

ULC, Merchant Retail Solutioals ULC, Tiger Capital Group, LLC and GA Retail

Gaf~.acia ULC;



fc) "A~ency A~~eernents~' r~ncans: (i) ttie An~cndcd a~~ci Rcst~ateci llgency Agreetner~t

bctweeiz Sears C'aria~a I:nc. and the Agent datGcl July 12, 2017 ai d amended and

resta~c~d on July 1 ~~1, 2017, and (ii} the /1~nended a_zid Restated Agency Agreement

between Seaz-s Canada lne. anc~ tkle Agef11 dated Oetc~ber ~0, 2017;

(c~) "Assessrnei~ts" n-~e~lns Ciairns of I-fez- Majesty t}.~e Queetl iza Right of Canada or of~

any Province, oi~ Territory or Mui~icipal.ity or any other taxation authority u~z Orly

C~u~adiar~ or foreign ju3-isdictioz~; including, without limitation, amounts which inay

arise oi- l~zave az~isen under- any notice of assessment, ~lotice of objectio~~, notice of

z~eassessznent, aaotice of a~~~l~eal, audit, investigation, demand oz- similar request from

any taxation authority;

(e} "}3usiness Day" means a day, otl~ez- tfial.i a. Sa.tu.rday, Sunday ar statutory holiday,

on which l~az~l<s ire generally open for business iza Toronto, Ontario;

(f) "CC:AA I'roceedi~ngs" ri~eans the CCAA proceedizzgs conunenced by t11e

Ap~~Iicaz~t; in tl7e Court under Court File I~io. CV-17-1184b-OOCL;

(g) "C'ls~zt~~" means:

(i) azly right oz- claim of any Person against a11y of the Sears Canada Entities,

~~hether or i~ot asserted, including in conziection with any indebtedness,

liability or obligation of an5~ kind whatsoever of any such Sears Canlda

~n~ity to such Person, u~ exisTence oz~ the Pzling Date; whether or not such

rig}~t or claim is reduced to judgment, Iic~uidated, unliquidated, fixed,

conTii~gent, n~latured, uiinzatured; disputed, undisputed, legal, eq~iitable,

secured, unsecured, perfected, unperfected, present, future, icriown, or
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uni<no~un, l~>y t;~<<:irantee, surety f>r otl~ierwise, and ~~~heti~ier or not such right

is execut~~ry ~~r anticipatory is1 n~it~~ire, irlcludir~g rights or claims with respect

to any /lssesscnent, Consln~ction C1ain~, Wa~7-anly, az~y claim brought by

any reprEseut~ltive plaintiff on bel~.aif o#~a class in a class ~icCion, oz~ contract,

os' by reason of any equity interest, right ~f ~wi~ei-ship o~f or t~i~t~1e tQ prc~~erty

or assets ~~r a fight t<~ a trust oF~ deemed Crust (statutory, express, implied,

resulting, constz-Fictive or ot(aer~wisc}; and any right or ability of~ any Person

[o advance. a claim foz~ cozlt~ibution or indemnity or otlier~visc ag~~itzst a~~y

of the Sears Canada Entities with respect to any matter, action, cause or

chose in action, wtzether existing at present or commenced in the fiztuze,

wtaicl~~ righ~ or claim, inciuciixzg il, coa;nection with u1deE~ted~3ess, l;~bility or

obligation, is based in whole oz- in part ozi #acts that existed prior to the

Filing Date, including for greater certainty az~y claim against any of the

Sears Canada entities foi~ iz~deizznifcati~n by any Director or Offices- in

z-espect of ~i I)&O Claim (cacti, a "~'re-T+sl~z~g Claim", azld colleetivety, the

"I'z~e-k~iling Claiza~s"};

(ii) any right ox claii~~ of any Scars Supplier against any of tl7e Scars Canada

Entities iz~ cozu~ection with arty non-payn~ez~t by at~y such Sears Catlada

Entity Yc~ such Sears Supplier for goods or services supplied to such Sears

Canada Frztity on or after the Pilil~g Date (each, a "Post-~+aIinb Ct~im", and

c~~llectively, the "~'ost-~ileigb Clazr~xs");

(firs} any right oz claim of az~y Person against any of the Seaz~s Canada Entities,

includin; in cozinection with any indebtedness, liability or obligation of any
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kind w(~tats~~evcr oCary such Sears Canada E:i~tity to such Person, ar;sirig on

or of-ter the .Filing Date, i~lcluding will~iout Ei~~zit~tion rights or claims arising

with respect to the restnicturing, disclaimer, resili~tion, termination. or

breach by such Sears Canada Entity oil or after ll~e Filing Date of any

c~r~tz-~ct, lef~se ~r-ether agreeme~it' whet~liez° wz-itlen ~r oral, but excluelizlg

«ry Prst-Piling ~'lai:ns ;each, a "~?estQ-~cto~r~::b ~'er~oci ~'9:~at~"; and

collc;c.tively, tl~e "R~s9:rueturiaag 1'ca•aod C9~irns"}; azzd

(iv j az~y night or claim of any Pez~sor.~ against one or more oP the Directors azld/or

C?fficers howsoevez arising, ~~~h~ther or not such right oz claim is reduced to

judgment, Iiquidat.ed, i~z~liquidated, fixed, coz~i~ingezlt, matured, uz~znanired,

dis}~uted, undisputed; Iegal, equitable, secured, unsecured, perfected,

uti~~~ez-~ected, present, fiiture, known, oz unlcnowu, by gu~x-antee, surety or

otherwise, azld whetliez~ or nut such right is executozy or axltici~~atory in

nature;, including aziy Assessments az~d any right or ability of any Person to

advance a cl~in~ for c;~7ntributioi~, indemnity or othenuisc against any of the

Directors a.nd/or Officers with. i~es~~ect to atiy mattez, actio~i; cause or chase

in actioia, liowc~~er az-isiz~g, for which any Director or Officer zs alleged to

be, try stahite or othe~~w~ise by law oz' equity, liable to pay in leis or her

capacity as a Director or Officer (each a "T7c~~ Claiea~", and collectively,

tl7e "DSO Ctairras"),

ineltiding any Claim ai~sing tlu-ough subrogation against any Sears Canada Entity

or Director or C~fficcr,, provided However that in any case "Claim" shall not include

an Excluded Ciairn;
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(Il) "Claittia~~C'~ itleans piny Person ~l5scrting~ a Claim, including ~.c~i[ho~~t limitation 1~2y

Construction Claimant, General Creditor Claimant, Landlord C(ai~nant or

[ntercompany Cl~it~~ant;

(i) "C1latias C?fficer" i~zeaz~s the individuals desigz7ated by the Court Buz-suant to

paragraph G2 of this Ordec~;

(j) "C'l~i~xzs ~'roeess" x~~e~ii~s t ie ~~rocedLtres outlined in this Order in cor~nectic~n with

the solicitation <ind a~sertior~ cif Claims ag~linst Ilze Scars Canada ~,ntities aildlor YIae

Directors and Ofrcers;

(k) "CoAast~~eic9io~ C'~~irrfl" i~ze~r~s: (i) a Claim, iricludiu~ a D&.O Claizza, asser-led under

the trust provisions of a~:~plicable Provincial Lien Le;islation or a Claim asset-ted

against the holdback. under applicable Provincial Lien Legislation; or (ii) a Claim

secured i~n whole or ire part Ley the z~egistration of a buildez-s' or construction lien

under applicable Provincial Lien. t egislation against any real pro~~ez~ty tl~~at has been

oi- is owned or leased by an}~ of~ the Sears Canada Entities, oz~ a C;lain~ secured in

~~l~ole or in pal-t by a~~y secuX-ity held iti connection with a Vacated ar Discli~trg~d

Lien;

(I) "Coiast~'taction Cl~itnazat" means ~ Person asserCing a Construction C1aim.;

(rri) "Coaista-uctioii ~~aiz~as ~~r 17~te" Means 5:00 p.xn. on Februazy i5, 2018;

{n) "C'oa~stg-uct~io~ Claims ~'acicabe" means the document package cozlsisting of a

Noizcc of Constz-lictiori Claim, a blank Notice of Dispute of Constz~uction Claim, a

Cotzstruction C'ontractoz' Instruction Letter, a Constn~ction Sub-Co~~tracto~~
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Instriictioil Letter ar~d s~u:h other ma~eri~ls ris the Monitor, in c:onsultalioi~ ~-vith the

Sears Canada F~ntii~ies, may consider ~:3ppropri~ite or desirable;

(o) "(~'oa7st~t~uction Contractor" means a Construction Claimaz~~t contracting directly

with t1~c Sears Canada Entities or an ager~t~ ~f the Scars Canada ~i~tities i~~

cot~nccti~ri with the irn~.~rovemen~ of any re~i1 property tl~la~ has been or is owned or

leased. by a~1y of tt~e Seai-s t~aiiada I?ntities;

(p) "Co~Astriactiou ~aiat.ractor Zz1stQ-uc:tioaz R~etCer" n1e~~ts tiie iristr~.iction ictter to

Co~istzti~ction Coz~i:ractors, sti~statltial(y in £11~ form attached as Scl~edlile "NI"

hez~cto, regardizig tl~e Notice of Construction C1ai1n, cozl~~teCiori of a Notice of

Dzsp~.:t~:, ~f Cer.siruetioz~ C?aiaz~ b;~ a C~onstructi~n Co.:t:actor, aid the Ciaia~as

Process described 11erei11, and dire~ting~ such C_.onst~ruction Contractors to send a

copy of t2~e Notice of Construction Claiz7a az~d the Construction Sup-Contractor

Instz~uctioii Letter to all Constz~uction Sut~-Contractors with «~1~_ich such

Coristr~uction Contractor llris a direct contrac~lal agreement or en~agernent us

coiinecfion with t1~e relevant in~prc~ven~e~lt to ally real property tla~t has becii or is

owzled or leased by aiay of the Sears Canada Entities;

(q) "~ocbstd-uctic~n Svb-Contz•~ctor" zr~eans a Constluctio~~ Clainaarl~ not contracting

directly with oz e~nl~loyed directly by the Sears Canada Entities or an agent of the

Scars Canada Entities but ~~lao supplied services, materials or ~rorl< to an

iir~provei~~ei~t to any reel property that has been or is owned oz leased by any of the

Sears Canada Entities under an agreenreut (written or oral) or engagement with a

Cozistruction Contzacf~or or under an agreei,nenC or engagement wi~Y~~ another

st.ibcor~tractol- of any level;
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(r) '`Coi►str~t~ction Seib-Coiiti~acloi- Iiislriictio~~ Lettr~[-.. ~~ilcans ~IZe i[1sPi2~c~ion Ie(fr,[

to be sent by eac;ll Cotistrt~ction Cotltraclor azid Coilstruc.l:ion Sub-Coillrfict~or to all

Cons(n.~etion Sub-C:ontr~.icloz-s with whic}~~ cae.1~ such Construction (~oi~traetor or

Construction Sub-Cozlt~ractor has <:l direct coE~tractiial a~reeme~lt or ei~gagen~ienl izi

connecCion with the relevant inz4~ro~~eizlerlt, slebstan~~ially ire tlae f~r~~~ <ittaeh~d ~s

Sched~,l~ "N" hereto, notif~ving such C"o~lst~nact;or~ Sub-Co~,tracic~rs that all

Construction tlaims iiz respect of their se,~vices as Construction Sub-Canttacto_rs

shalt Lac included its the Claim o~~ the retev,~nt Co~l~tri~ction Contr~t~tor for the

pt~il~oses of this Claims I'roccss anti d,ircctin~;~ such Coi~stncction SuY~-Cozltractors

to: (i) send a copy of the Notice o1~ Coz~struct~ion Clauz~ azad ttic~ Construction Siib-

i~ontracioi' Ii~stz-uciio~i Leger io ali Co~,si3-uciioix Sub-Coni3ac~ors ;~vith which such

Construction Sub-Goetz-actor has a direct cont~~actual agreement or e~igagenlet~i in

connectio~.~ with the releva~.lt i.rnprovement, az7cl (ii) contact them- Constniction

Contr3c,tor directly to det~ernzine and negotiate wit1~ their Constrtiiction Contractor

any rights they rxzay ~z~ive with respect to ally sue.h Construction Contr~etor's

Construetioz~ Cl~:iii~1;

(s) "C:oefla~t" means the Ontario Superior Count of Justice (Cozr~mercial List);

{t) "JD~, O Claiaaa Instz-izetion I.ettei-" n~ieans the letter eontazrling znst~ntctio~ns for

coin~lefizig t}~e D&.O Proof of Cl~~iim foi7l~i, si~bstarztially in the foi-~n attached as

Sc~~edule "ll" taereto;

(u) "~&C~ ~'t-oof of Chian" nae~~zns 'the proof of claim to be Elect by Claimants in

eoni~ection with any D~S'~O C}aiz~i, substantially in the fonxz atCached as Sc~iedule

"E" hereto, which shall include all supporting dcacumentatioz~ in respect of such
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Dc~C~ Cl~~iin; and for grcaler certainty, a "D~kO PtooC o[~ Claiir~" shalt ir;cl~~c(c a

I:)&O I'roofoCClain~ filed online. t}irougl~ the ~~(onitor's websi[e;

(v) "i~irccto►~" means anyone who is ~r was o~ n ay be clee~ned to be or have been,

u~liether by statute, o~~eration of Iaw or othca-wise, a d,irectoG~ or cle facto director of

any oft}ie Sears Canada l~ntii.ies, in such capacity;

(~~) <̀ ~'z~ig~6oyee" means ~u~y (i) active yr inacCive union or r~oz~l-u»ion emplt~}ice of ~~ny

o~7e of the Sears Cazlada FnCities on or after the Filing l:)ate, il~cluciing au e~z~iployee

of a~iy oi~e of the Scar's Canada Entities who received notice of tezz~~ination of

e~.~~plo~%mez~t dated ozi or after the ~~i1iT.~g Date; azld (ii} forn~cr employee of~ any one

of the Seaz~s Ca.t~acia Entities wl~o was teil~ai~lated for cause at any time or who

1-eceived notice of cessation of tezzninatioi~ c>z~ severance pa5m~ents dated ou oi' aftez~

t1~e I~i?iz~~ Date;

(x) "~~ra~g~9oye~ C'l~izn" means a Claim, inctudiz~g a DcecO Clam, 117at riiay be asse~eci

by or c~~n behalf of an Etn~loyee, and shall include any Lzzl~~loyee C;Iaizzi arising

t1lz~olzgh sub>x-ogatioz~;

(y) "~'za~[~Iovee C~l~irg~s ~'z-ocess" means a claizt~s process to be a~~proved pursuant to a

furttler Orden of this Court that shall, aFiZong other thi~lgs, set forth the procedure

for the solicitatioYl at~d assertzon of Employee CIaims against the Seaz~s Canada

Ezztities and/or tl.le Directors and Officers;

(z} "~~aa~~toyee ~..etter" means the letter from ~rnployee Representative Couzisel to be

ciissemuiatecl by tt.e Monitor, iz~ consultatiotl wit17 tl~ie Seers ~az~ada Entities and

Employee Repre;sentaT,ive Counsel, to atl EinpIoyees represented by Employee
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1Ze2,rc.s~~.ntative Counsel advising, arnc~ng other ~hiugs, tha( ihcir T«~pl~>y~~e Glaimti

will be dealt with ihz~o~~gh a se}~arate L;rnr~loycc C'If~ims Process, which letter shall

be s~ibstan(ia11y ire th-~ Iozzn altacl~Led I~lereto as Sck~~cdule <`I>';

(aa) "En~pRo}~ee ~2epa~ese~it~tive Counsel" means Urse1 Phillips Fctlo~~~s Ilopkinsoti

LLP:

(bb) "Er~~ap6o~~ec~ lZepresentative Co~aa~sci's Website" ine~uls

}.~tt~p: //www.uptl~la~~, ca/areas-of-practice/sears-cailada-eixi~~loyecs-end-f ornzcr-

Employees/;

(cc} "~rrg~loyee ~~epd•esenta~ives" means Paul Webbez-, Nancy DemeCer, Sl~leena

Wrigglest~ortl~i, Barb V~,~ilser and Darrin Whitz~e;%, or such ot.}ler re~z~esezitatives as

X~zay be duly appointed by Employee IZe~~resentative Counsel;

(cad) "~xciiacied Claana" ineaz~s any:

(i.) Clain~i that may be asserted by aziy beneficiary of tl~c Adrninistz~atioia

Cl~~~xge, the I'A Charge, the KERB' Pz-iority Charge, the Directors' .Pziok-it}`

Charge, the I~ERP Subordinated Chax-ge and the Directors' Subordinated

Charge and any other charges gz~az~ted by t~l~e Court in the CCI~,A

Yrocecd.iz~gs, with respect to such cilaiges;

(zi} Clairn by the Age~~t under the Agezlc5r Agreements;

{iii) Fm~l~yee Chun;

(i~~) Sears Pension Claim;
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(v) Other Pensioner (~1~i111;

(vi) Monitor Glaim; and

(vii) C(aim that n ay be asserted by any of t}~e Scars Canada Entities against any

Directors andlor Officers,

and for greater cei-taint~_y, shall irzciude any Excluded Claim arising tllxougil

subrogation;

(ee) "~'i~iiag Datc" means June 22, 2017;

(f~ "Gener'~t9 Ca-edzto~~ Clafrm" inearls a Claim, other than a Construction Cl~izn oz'

Intercoin~~any CIaicn;

(gg) "C~enea-ad Cred6toz- CI~Aaaazac~t" means a Person asserting a General Creditor Claim;

(hh) "G~e~ie~ al Credaf:~r C6~i~a~s k3aa~ date"means 5:00 p.m. on M'arcl~ 2, 2f~ 18;

(ii) "Caeazeral Cre€~itor Clairzas Pact.age" means tlic docurneut package which shall l?e

clissezniziated by the Monitor to any potential General Credito~~ Claimant zn

aecorciance with the terms of this Order (zneluding; if ~~racticable, by wa}~ oC email;

where electronic ~cldresses are known), consisting of fhe i~Ic~tice to General Creditor

Claimants, a bIarzk Proof of Claim, a Proof of CIaim Instzziction Letter, a blank

D&O Proof of Claiul, arzd a D&O ~taiin Instizaction Letter, and such other materials

as the Monitoz~; 7n coxlsuttation with the Sears Canada Entities, may consider

appz-opziate or desirable;
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X1.1) "Ge~icrai C~'ediLoi~ Post-i~'ilita~ Clairns I3ar I9ate." ~r~c;ans S:GO ~~.rn. on April 2,

2018;

(kI<) "General Creditor Restructurir~~; Period Cl~:inns J3a~~ JC~ate" means, i❑ respect

of a Restnicturing Period Clain~~, the Later of (i) 5:00 p.~zl. oz~ the date that is 45 days

after the date ort which the Monitor sends a t_ieneral Creditor Cl~liins 1'acicage with

respect to a Rest~~-uchlring Period Cl~ir.~7 azld (ii) the General Creditor Glair~ls Baz-

Date;

{11) "Iaatez'coaxi~at~y Claipn" means any C1~~-im that may be asserted Against az7~~ of Chc

Seats Canada Lrltities by or on t~ehalf of auy of t}~e Seaz~s Canada E~ltities or any of~

their affzliated companies, partnerships, or other corporate entities (aiad for gz-eater

certainty, exclt~din~ any Claim Chat may be asserted against airy of the Sears Canada

Entities ~~y c~~ eel behalf of ~e~:s r~J~lclirbs ~;orpoz-ation os- any ~f irs affi?iat~~

companies, partnez-shi~~>s or other corporate vntitics tl~~t az~e a.zot Sears Canada

Entities) and excluding az~y NTorl,itor Clain;

(min) "I~a~efl-cornq~~~y CI<~in~at~t" means a ~'crsozl asserting an Iz~tercompa.rly Claim;

(iui) "I.,aiic~iord" ineara.s a landlord under ally real propert}~ lease oz' occug~ancy

agreen~erlt fot- azly of tk~e Applicants' leased prcznises;

(oo} "~,ancdIoa-d C~aire~" means any Claim, including any D&O Clain, of a Landlord;

(ply) "La~ecilord Clairtz~tit" means a La7idlord asserting a Landloi-d Claitz~;

(qq} "Laasdl~rd C~aszr~s I3ar l~~~e" izieans, zz1 respect of a Landlord Clain, the later of

(i) 5:00 p_m. on the date that is 45 days after the date on u~hicl~ the Monitor- sends a
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General Credilo~- Claims Pacl:~.ige with respt:c~ ~o a Landlord Cl~~im and (ii) 5:O0

p.n~. orl April 2, 2018;

('rr) "li~eetiag" inedtzs any ii~eeCin~ of~ the creditors ot~ tl~e Seers Cazlada Entities c~~il~ed

for tkie purpose of considei~ng aid ~~otir~g in respect of a Plan;

(ss) "10~o~aator CtaiitA" z~~eans a C;lairi~, including a Z~&.O Claim and ~n.y elainl pursued

i.n accordance wit11 section 3(i. 7 cif the CCAA, ~lzat I~ay he asses-feel by tli~ Mozlitor;

(tt) "1Ylo~itoz-'s Websit.e" mea~~s tittp://efcanada.f:~ticonsulting.corn/seaz-scariadai;

(uu) "I~~Ao~itor~'s ~zater~tsYnp~~~y C'laizaas k~epoa-t" sha11 have tl~e meaning set out Ln

paragraph 60 herein;

(w) "1\~otiiee of Coiistruetic~n C'~ai~z~" r~lcazzs tl~e zlotice, substantially in the form

attached as Scl.~eclule "K" l~cretc~, advising each Cozlst~-uction Contractor of zts

Cozzstitiiction Claim (which sli~ll, foz- greater certainty, be deemed to ii~cll~de the

Construction Claims oI- all Construction Sub-Contractors ~vho provided materials

aixd/or services under az1 agrEenzeut with the C;onstzzictic>n Contractor- or another

Coz~strllction Sub-~;ontraLtoz- of any level in coru7ection wills tl~e improvemezlt) as

vall.ied by the Sears Canada Entities with the assistazicc of the Monitor based on the

books arld records of the Sears Canada Ezltities;

(~vw} "IlTot~ce of dispute of Constx-Q~etiom C'-l.aAztn" tne~ns tl~e notice, substantiall_y in the

fozxn attached as Schedule "L" hereto, which nay be delivered to the Molzi~or by a

Constniction Contractor or, wIiei~e appropz~iate, by a Construction Stab-Contractor

dzsp~iting a Notice of Construction Clait2~, wit~~ reasons for its dispu[e;
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(xx) "Notice to Ue~ieral Creditor Claii~ia~~ts" mcaris the notice for ~ublie.ation by t~hf;

Monitor, substantially in the fog-m ateached as Sc}:~~dU1e "~" herero, which sl1~~1

include, wirl~ot.it li»~itation: (i} a tzotice to all Clairnaz~ts (that are not Sears

Suppliers) witl~i potential General Creditor CtaiXns bclow $1,000 that such

Claimanls~ ~wiIl iiot lie }~z°ov~iciacl: with rl Ge~ileral Creditor C'lairzls Package and s(~i~l~ild~

obtain a copy ~rotn tk~e Monitor's w<;bsite or request a cope fz~ozz~ the Monitor; (ii)

a notice to folders of Wan~anCies statizig that no Proo#~s of Claim ire required to be

filed in coiuiectio~ ti~~ith any potential Warranty C1Elirn because all I'ro~fs of C1ain1

with respect to potential Waz-rant_y Claims will be cteeined to be properly submitted

by tlae Sears Canada Entities, based on tie Sears ~'az~ada I~ntities' books and

r2CO2'tIS, OT1 ~Je~la~~ Of eHC~l ~2I~1"d11~~% ilOiC~~i~ c1i1C1 ~lti~ c`1 ilOiiCc itii0i~i7i.t'A~ uO~C~~iS Oi

gift cards and Sears Loyalty 1'oint~s that all gift cards and Sears Lo~~alty Points will

no longer be accepted by the Sears Caz~~da Czitities after 7anu~ry 21, 2018;

(yy) "1~€~ti~:e of X7is~~ai#:e s~f I~e~s~ision ~r ~isa~Iowaa~cE:" means tl.~e form substantially in

the form at~tael~ed as Schedule "F" I~ereto;

(zz) "N~t~ce of revision or Disa9l~~~v~az~ce" means tlae form substantially in the £corm

attacl3ed as Schedule "G" hereto;

(aaa} "~3ff~cex" rrzeans anyone w~~o is or was or i~ia.y be deemed to be o~ have been,

whether by statute, operation of law or otherwise, an officer or' cue facto officer of

any of ttie Sears Canada Entitzes, ire such capacity;

{bbb) "order" means tk~is Claims Procedure Oz-tier;
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(ccc) ~`~ther E~n~pto}ree Lettex-" means the fearer from the I~~onitor to be disserninatect

by the M~oz~itot-; in consllltatiori ~vi[h the Seals Ca~zada l~ntities, t~> Err~ploy~;es G of

represented by Employee Represciatativr; Counsel (~~rovided that w}iere such

Employees are subject t:o uz~.ion rep~-esen.ta.[ion, the Monitor shall only be requu-ed

to semi sL~ch~ ~Ictter to the u~ni~ns represei~t~ing t'he tinior~ized ~En1p1c~5~ecs) ad~vi~s~ing;

~iz~ong other things, that their Bzz~ployee Claims will Ise dealt wiCh through

separate ~it~ployce Glaii~~~~s Process, w}licll le.t~t:c~~ shall be s~~bstant~ially in tt~e f~oi7a1

attached hereto as Schedule "H";

(ddd) "Otl~ee- ~'ensaoxaer" means arty t~etirce and azly cuzTeilt or former einplo5~ee of 11ie

Sea~~s Canada Entities with (i) ez~(:ii;leznezlts under ttze Supplemental Plan, and any

otl~~r pensiozl or retirez~ient plan of the Sears Canada ~ntzties {not including the

Sears Pension Plan), anc]/or (ii) otiaergost-employment: benefits ez~tztiemeilts;

{eee) "C~t}aer ~erasyoea~t- Ctaim" means a C?aizn, iz~cludirzg a D&O Claiuz, that niay be

asserted by or ozl behalf of~ Sul Other Pe~.lsioner, arzd shalt include any Other

Pensioner Claizn arising tilz~ough subz-ogation;

(ff~ "~'etasionez-" means any Sears Pensioner or Other Pez~sioi~er;

{ggg) "Fe~si~c~et~ C;lairn" means any Seaa~s Pension Claim oz Other Pensiozier Claim;

{hhh) "Pensio~aer Claiza~s Pz~oeess" means a claims process to be approved pursuant to a

fizrther Order of this Coiu-t that s11a11, az~~oug other things, set forth the procedure

for the solicitation and assertion of l.'ensioz~er Claims againsC the Sears Canada

Entities and/or the Directors and Officers;
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iii) "Pensioner Letter" means 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 Seers Pension

Plan) and tlzc Monitor, to all Pensioner's advising, among other things, that their

Pensiozler Claims will be dealt with through a separate Pensioner Claims Process,

~~hieh letter shall be substantially in the foam attached hereto as Schedule "J~';~

(jjj) "Pea~sion Plan Adrr~inistr~tofl~" means Morneau Shepell Ltd. in its capacity as

administrator of the Sears Pension Plan;

(kki<) "Pension Plan Adnninistrator ~VVebsit~" means

https://www.pensionwindups,morneaushepell.com/~z-ivate/select~lan.asp?DUR

L=len/plan info/snp/plan_info.asp;

(111) "Peaasioa~ ~teprese~ta6ive Cou~asei" means Koslcie Miz~sJ<y LLP;

(mmm}"P~nsioB~ I2e~resentative Cou~asel's ~~ebsite" means

https:/,/kmIaw.ca/cases/sears-Canada/;

(nrul) "Pensioner R.epe-esent.atives" mea~~s Bill Turner, Iten Eady and Larry Moore;

(000) "Perso~i°' z~aeans any individual, firm, corpoz-ation, limited or unlimited liability

cc~znpany; beneral or limited partnership, association, trust (including a real estate

investment trust), uuincorporatei~i organization, joint venture, gov~z-nment or any

agency or' instrLunentality thez~cof or any other entity;

(ppp) "flan" means, as fiirther defizied in the Initial Order, azly proposed plan of

compz-o~~aise or an-angement that may be filed in respect of any or all of tl~ie Sears
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C~u~iada Entities pursuant to the L'C`An as the same, may be amended, su~~plcmeii.tec

or resta(c;d from tiii~ie to Cime in accoi-d~u~~ce t1~e te~zns tkiereof~;

(qqc~) "1Pre-l~'ilin~; I'eriod'~ means the period prior to tE~c Piling Date;

(rzz~) "Pr; oaf of C'laixr►" means t11e prooF of claim to Ue filed by C.reneral Creditoz

Claizz~ants in respect of~ Pre-Filing Claatns, Post-Filing Claims and Restt~cturil7g

Period C1ailxis, substantially in th.e foi-~~i attached as SclleduIe "C" hereto; aild for

gi~eatez~ cc.rtainry, a "Proof of Chun" shah izzelt~de a Proof of C,lail~l filed oz~lir~e

thr~tigll the ~'Vlozlitor's website;

{sss} ~`P~~oof of Cdaiz~~a ~nstz-uctian Letter" means ~t~e letter containira~ instructions foz-

cornpletizlg tl~e Proof of Claziz~ form, substantially in tl~e form attached as

Schedule "~" hereto;

(alt) "&'~-o~~irici~l ~,ie~i Le~~siatzon" zne~ns the C'onstrz~ctiora Lien Act, R.S.O., 1990, c.

C.3C~, tlic; l3~i+ilders' Lien flct, R.SA. 2000, c. B-~, the Builders' Lier7~ ,4ct,

R.S.N.S. 1989, c. 277, tl~e Mechanics' lien Act, RS.I\T.B. 1973, c. M-6, 77~~e

f~'trilders' I~ie1~~,s Act, C.C.S.M. c. 891, the 1~'a~ilders lien Act, S.B.C. 1997; c. 45,

and any other similar pz~ovinczal rslechanics, buziders or construction lien legislation

iz~ Can~~da;

~tiLIU~ "Resti-~icturang ~'et~iad" zneatzs the period orl or after the Filing Date;

(vvv} "Seers i.oyai4y ~'oints" rnear~s any points issued and outstanding under the Sears

Club Reward Program;
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(v,~~~~w)'`Sears 1'ei~sion C:[ain~~" rne<.ins a C(aim> including a D~~O Clairrz> tli~1~ iT~~~y be

asserted by car on Liehalf oEa Scars Pensioner, Pension Re~~~i~esentative Cou~lsel, t(ze;

Superinter~derit or the Pension Ilan Adrl~inistraCc~~~, and sfzall include any Se~ir-s

Fe»si.o❑ C(ain~ arising thz-ot.igh. sub~~ogat~ion;

(xxx) "Sears ~'~~~asiozz I'iar~" means the Sears Canada Iric. Registered Retii~zment Plan

(Red. # 36(1O6.5}, a pez~.sion plan re~;istez-ed under the Ontario Pcr~.sion Be~refrt,c Aci,

R.S.O. 1990_ c. P_8 ~.~nd Irzcurne 1'ca~ Acl, R.S.C. 19 5, c. 1 {Stl~ Su~~p.} with a defined

benefit componenC aid a defiized conf~:ibuiion conz~~onent;

{yyy) "Sears l'edasa~tber" z~ieaus a~zy retu~ee and an5~ cuzYent oz~ former erz~ployee of the

Sears Canada Er~~tities with ei~titleinents under the Seat's Pension Plan;

(zzz) "Sears Supptier" ~zcans any Pez~son ~vho lias stcpplica goods ot- seiviees to arly

Scars Canada Fntrty,

(aaaaj "S«pc~-4ntez.iclent" ii~eans the Ontario Super-intez~dent of Fizz~z~cial Sez~~ic~s as

admi~~istrator of the I'erlsioi~ Bei.~ef.iis Guarantee FLizid;

(bbbb) "~az~3~a6eaaiecata~ ~'I~za" ineazls tl~ie Sears Canada Tnc. Sup~~lementary hetirement

Plan, a riozi-z~cgistered supplemental pensiozl plan maintained to pro~~ide benefits to

eligible participants iu tl~e defined ~ene~t component of the Seams Pension Plan;

{ccec} "Vacated or discharged ~,iens" means the bt~ilclers' or construction ]leas

pre~~io~isly registered agai~lst Title to auy real property that has beezi or is owned or

leased by az~y <>f the Sears Canada Entities under appIic~ble F'rovii~cial Lien

Lefrisiation and ttzat tlavc been vacated pursuant to previous court orders or

discharged pu~-suai~t to agre~rxients with appficabte Constructiozl Cl~imarlts, ial each
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case in <~lccordan~:e ~~~ilh Chc requiren~enCs u~~de~ ap~iicablc ~'rovineial L,ic.n

I,cgisla[ion; a~~d

(dddd) "Warr~inty" means a custoincr warranty pro~~ide.d by azty one of tl~e Sears Canada

Entities, inclUdizzg airy Scars Pz~oCcctio~7 A;z-een~cnt but excluding ac~y

rna~~ufactiuer's «~arrant~~.

4. THCS COtIIZ'T ORDERS that ~~11 ~~cferenccs as to tzme l~ez~cizi shall mead loc~I tine iz~

Toronto, Ontario, Canada, and ari}~ z~eference to an event occurrii~ig oil a Business D~iy sha11 mean

prior to 5:00 p.m. oz~ su~l7 BLisiness Day unless other~~ise indicated heY-eizl, atld any reference to

an. event occurring on a day that is Izot a. Business Day shalt mean the next following day that is a

?3usiness Day.

5. THIS COURT ORD~,RS tklai all ref~ei-euces to tie word "including" shall mean "irlcludirig

without limitatio~i", all references to the su~gt~lai- llez~eiz~ inePude ~I~e plaral, the Aural include the

sing~.ilar, and ally gender includes ~I1 g~r~dcrs.

EsE~N~~I~~.L ~'~2~'V~S~~NS

6. "THIS COUKT QRDI,RS tl~ia~ any Cl~ii~z~ denc~mznated in a foreigzl cuzrency s~zall be

converted to Canadian dol.Sars at f:~~e Batilc of~Cliaacla exellange rate zn effect at the Filing Date. For

refercra.ce, the exchange rate that will be applied to Claims denominated in U.S. dollars is 1.3241

CAD~'USD.

7. THIS COURT C)RllE1z.S that. notyvitllstaz~ding any atl~er provisions of this Order-, tine

solicitatio~a b5~ lt~ie Maz~itor of Proofs of Claim and D&O Proofs of Claim, the. delivery ~y the

Monitor of Notices of Constiuctioz~z CIairn, and the filing or deemed submission by any Claiznant

of~a~ly Piaof of Claim or D&O }'i'oofof Claim shall not, for thy[ reason only, grac~t any Per-sou any
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rights, inc(i.~dir~}~ ~.vithout lir»i~atiot~l, in aspect of tltc nature, gtianR~n~i ru1d priority o[~ its Claims or

ils staildirl~ iil lfle CC/~A Proceeditlgs, except as speciE`ically sct out i.ri [his Order.

8. 'I~IZtS COI~KT ORI}ERS ghat the Mo»itf?r, iil ~onsiiltatioi~ with 1~1e Sears Canada Entities

and the ap~~lica6le Directors rind Offze.ers in respect of any D&O Claim, i~ hereb}~ auCl~orized to

use reasozlabic discretion as co EI~e ~~ldegi~acy of coG~~pliaticc ~~it~k~ aespeet to the in~uu~er i~~ whic}~

any fort~~is dciivered hez-eunder are completed and executed ~~~d t~~e tune in ~v}lich the}~ are

si.il,~i77itled, and may, where ltic Monitor, in consultation with the Sears Can~ida Entities and the

aj~plieable I.~ir~ectors az~ci Ofiieei-s in respect of an}~ ll&O Claim, is satis:fiecl that a Claim lzas beezl

aclegtiately proven; wive strict con~pliarice tui~.h tike regizircn-~e~1ts of this Order, including in

respect of tl~~e conZpletiozi, execution and time of delive:-y of suc~i fonx~s; provided t}zat it is

recognized axzd understood that certaii.~ Ciauns «~tll be cozitingent iii i~ahiz~e and thel-efoz-e will not

coritai.n particl~ilars of such Claims that arc zlot yet Icno~~n as at the time they are filed.

9. "1H)~S COURT ORDERS t}gat amounts claimed i~1 Assessrz~et~ts shall be subject to this

Order and there shill he zoo prestii.n.~ation of validity or deerz~irzg of the amount due in respect of the

Clair~z set out is1 az~y Assessment

10. ~'~IIS COURT C?RD~RS that the A~~plicants shall r-ettiizz to Court to seek approval of an

~inployee Claims Process and a Pe~~sionei- Claims Process, ~vhicli snail be developed in

consultation with Ln~ployee Representati~~e Corznsel, Pensiozi Representative CottrlseL the Petzsioll

Flan Adri~iilisn-ator, tl~c Superi~itei~c3ent, and the Monitor, ~s appropriat:e.

I~~ON~T'(?i.Z'S I20L~

11. THIS COURT ORDERS that, in actditiou to its prescribed izghts, duties, responsibilities

and obligations under the CCf1.A, the l~nitial Order and airy other orders of the Court in the CCAA

Procccdizigs, the Monitor is hereby directed az~ci empowered to implement the Claims Process set
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oul. herei~z and to C~ike such other ac:l~ions and Ci~ICil( such other iolcs as ar<: autl~iorirecl by this Order

or incidental thereto.

12. "I~[~-TIS COliIZT OJ.ZDERS that the M<>nit~or (i) shall have all oC Che ~~~rotections given to it by

the C;CAA, the Initzal C~rde~~, arly other orders oC tkie Court in the CCl~1~ Proceediz~~s, and this

Order, or as an c~f~cer of~ the C:o~lz-t, i.r~cluding il~e st~a}~ of proce~diugs in its favo~.ir; (ii) s1~a11 incar

~~o liabilit~~ or oblibatiozz as a rest~lt of !kie can:}~irig o:~t of tl~e provisi~..s oC tl~iis Order, i~~chiding i~:

respect of ils exercise of discretion as to the coi~~~~letion, execu~iorz or tirnc of delivery of any

docl.lr~~e~~its to he dclive~-ed he~-czinder-, oti~er tl~ian iiz respect of~ i.ts gross neg[igeizcc or wilfiii

nzisconduet; (iii) skull be eiztiticd to rely ot~ the bool<s and zecords of the Scars Canada Entities and

any infoz-znation provid~c~ by the Sears Canada. Entities, all without independent invest~igatioii,

provided that Intercompany Clairz~s arc subject t~> independent investibation by the I~~Ionitor as

provided in paragra~~ti 60 herein; and (iv) si~~all not be liable for any claims or damages resulting

from an}~ ez7~ors or omissions in sY~cl~ books, records or inloizz~ati~z~.

13. ~l`IIIS COURT OR_L~ER.S that (a) t~ac Sears C~uada Entities, C~f~`icers, Diz-ectoz~s,

}=~,rnployces, a~ez~ts aid represexzt~atives shall full}~ cooperate with the Monitoz in ttic exercise of its

powers aiicl discllar~;e of its dufiies ~z1d obligations undez- this Oz~de7-, acid (l~~) ~.ny credit irlsul-ez~s and

factors that have: (i} offez-ed services tc~ vendors oi~ the Sears Canada Entities; (ii) have ae~uireci

pa.yables of the Sears Ca~~zada Entities to s~.lcl~z vendor-s; and/or (iii} hive dra«~u ~n letters ~f credit

issued by any of tl:~e Scars C~inada Entities iz~ their favour to satisfy ~~endoz claiz~~s as a t~esult of

any rion-payxxzez~t by a~1y~ of the Sears Canada Etztitie~, shall frilly cooperate with tt~e Nloiv for and

the Spars Canada Entities by providing ir~fonnation to assist iii tt~e assessment of tl~~ quazitum and

validity of Claims.
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r~;,~~1>r,~~~~r;c iz~t,z~zz~~:s~~iv~~r,a~r~vr cor~~~sl~:~_,ss ~it~~,t~~

i4. TH1S COUFZ~I' ORDLIt.S that all r;rnpioyees hired I.~y the ~pplic~n~s during t1~e

IZcstructurir~g Pcriocl s11a11 be repr~sen(ed by ~~.rn~~loyee IZ~;pti-escntatit~c Co~.inscl ~l~rsu~rit to the

Employee Representative Cou~isel Order dated July 13, 2017 r~r~~~ic fro feanc, sinless such

~m~~lc~y~ees s~~~eci~cally notify En~p(oyce Rc.pi-e~cnlative Go.uz~scl tfzcit sitc}~ f~rnplo_yees ~~~ish to opt-

out of representation by the Lix~~~loyeE Re~~resenlatives ai~ci I:m~>loyce Re,~~>resenla(ive Counsel.

15. "I'H.[S COURT C)RDEIZS shat Darrin W~1~ii[riey shall z~eplace Sara Sav,~yer as ail Ezzzployee.

Represcrlt~.itive in tk~ese CCAA Proceedings, and that E;niployee Rc~>resentaEive Counsel stall

hereby be authorized to a~~oiz~.t arty additioc~at H:zr~ploycc Rcpresezltatives as it deezzls zlecessary

or dcsir~lble tr~onl tune to time.

16. THIS COUR"~ ORDI~RS that, in addition to tl1i; i-ig~~ts, duties, responsibilities and

obligations granted ?v it under tl~~e L;mployee Re~~~~esei.Eative Coc7z,se] Orde.- d~te~ July 13, 2U17

~~~,ld any other oz~ders of the CoLlrt iii tP~e CC'!lA I'roceedin€rs, Enlploycc~~ Re~~resetltative Counsel is

tzereby directed and empo~.~ered to assist in t ae estat~lishriient a~~d impterrient<ition of aza Employee

Claims I'z-ocess and the deternlirlatioi~ of il~ie gt.aailt~i~z~ azi~i ~~alidiry of ~ri~plo;~ec Claims f.~~i-

Et~i~~l~yees i-epreseuted by E1z~ployee IZeptesentative C:~unscl, in cozijuzlctiozi wif11 the Sears

Catlada Entities and the M:o3:zitox, azid to take stu;h other actions and fulfilt such otl~cr roles as are

authorized by tk~is Qrdcr oz~ incidental tkzereto.

17. THiS COURT C)RD_E~:KS that Employee Representative Cot~uset, tl7e Ezn~lo~~ee

Representatives az~cl any Advisors retaulecl by ~~nployee. Representative Couzlsel (i) shah h<:lve no

peisoz~al liability or obligations as a resi.il[ of the performance of its eJuties in carrying out the

provisions of this Order, save and except for Liability ar-isiilg out of gross ne~ligencc or wilful

i~ziscozzduct; (ii) shall be entitled to rely or1 The boc~ics and records of tl~e Sea1~s Canada Bnti~ics and
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az~iy irl(~~~rrr~atiot~ providc~l by the Sears Caitacla Lnt~ities, ali wi!~hout indcpeu~lent ir~~~cstigaCion; anci

(iii) shall nog be liable, for any claims or da~na~;es resulting fz-om any errors or otrzissions in st.ich

bool<:s, records or infoz-rn~~tion.

18. THIS C,OUR"l C>RDEIZS th~~l ~}le Sears Canad~~ T;~ltitics and the Monitor shall cooperate

with E~~.~ployee Representative Co~insel in the exercise of its ~~x:>wers and ciiscl~argc o(~ its duties

and obligriion.s ~-indc:r this E)ldez

I'Y~;~'S1(.)':V ~ZEI'RL;SI?N`T.~'~I'~'I+~ C'C~~~iNSi~L'S YZC~i_,1;

14. T1~~IS ~'OI_lR'[' ORDEI.ZS that, in Eidd,ition to the tights, d.~.ities, responsibilities and

ot~ligations ~r~nted to ii iinciei~ t~lie Pension Representative Counsel Order dated Ju15~ 13, 2O17 ~i~d

ally other orders of tkle Court in the ~C!~A .Proceedings, Pension FZepzeseutative Counsel is hereby

directed and eznpowercd to assist in the establisl~zi~eni axed im~~lemetitation of a l'ensiorze~- Claims

~'z-ocess az~d the detez~minati~n of tlzc c}u~rltuta'i end :%alidity of Pensione.~ ~~lain:s in coujui~ction

wilt the Sears Canada Entities, the Monitor, the Pension Plan Administrator and the

Supelzntelldcnt, anct to talcc such caller actions and fi~lfill such other roles as are ~trtl~ioizzed by t.hi.s

Order or incidezital thereto.

20. THIS ~'OI.JRT C)RDERS th~it Penszon Re~presezita2ive C;ounsei, i~I~c Pez7sioner

Represerztafi~~es atld any Advisors ret<:~ined. by Pension Represeiatative Counsel (i) shall have no

personal liability or obligations as a result o~f tt~e performance of its duties in can-yiug out the

provisio~ls of tins Order, save and except for liability wising out of gz-oss negligence or r~~iIful

n~~isco,nduct; (ii) shall be entitled to rely on t~~e books and recc.~rcls of the, Sears Canada Entities and

any i~i£ormation provided by the Sears Can~~cla L•;ntities, all with~~ut indepei~dellt investigation; and

(iii) shall i~ot be liable for aiay claims or dan~~ages resulting frq~il any erf~ors or omissions in such

hooks, records or information.
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21. ~l-'F1IS CC~UFZ"T UR.[~f:RS Cha( ~lzE Sear; C~oad<~ }?~~(i(ies tend the ~~Ionilorshall co~~eraic

wiC}~i Pension Rcpresealative Counsel in the exercise of~ i(s powers and disc:l.~a~gc oCiCs duties and

obligations uiidez t~l~~is Order and with ~~l~e Pcn~ion Ilan Admi.t~istrator arici Sul~eriaztei~clent in

carrying out its duties anti oi~ligation5.

NCB"I'1C~1 ~}~ ('L,~~T!~~S AND CL~~I10~l:S ~R~CI~~SS

22. THIS CC)URT ORDERS t11at as soon as p~~actic~~l~le, but no liter Tl1an 5:00 p.m. on

t~ece~nber~ 2.0; 2U 17; t}~e Monitor shall cause a Construction Clai~~zs Pact<~~c to be sent to all Ialo~~~r~

Constr~ucl.ioa Clain~~ai~ts ~vho are Constr~.iction Co~~tractors, as evidenced by the hooks and records

of the Seaa:s C;anacla Tntities and at the respective last I~z~owzl addx-esses as recorded in tllc Scars

Canada .~:~~tities' hooks and recoi-cis or ii1 the coz~stniction lien documelztatiozz reg~istcrcd oil title to

any real pro~E~erty that teas bcez7 or is o~~z~ed or leased by any of the Sears Canada Entities, as

deezne~ appz-opri~ite by tl.ze Monitor tiG~ith the assistance of t~~~e Sears Can~~da Entities. ~'hc Monitor

azld floc Seals Ca,uada Entities sha.11 specify in the Notice of Constzziction Clairn izleilzded in the

C;ons(_rrictior~ Clain~~s ~'acka~e tl.~e Coilsti-uction Coni:z-aetor's Coiistructioil Cl~~-im as valued by tl~e

Seers Ca~~ada I:z:ziztie , in consultation with the Monitor, based c~r1 the l~ooics and recoz~ds of the

Sears Canada L;zztiTies.

23. THIS COURT ORDERS tl3at the Notice of Construction Claim provided to cael~

Construction Contractor shall be deen.~ed to izzeIude the Constn~ctic~~i Claims of all Construction

~t1~7-~,01]rI"BCfOI"S 1711C~er ~1I7 i1P,~7-eeI118i1t {WI~1~~~21 OI' Of~l~ W11~1 t~'le ~.OIISZI11CtlOi1 ~.OIltl-r~C~OC OI" clII0~~1~I'

Con.sti-~cti~i~ Sub-Co~ltracto~~ of an; Ievel_ i11 connection wzth tkie in~prove~nent to ar~y real ~z~o~elty

that leas been or is o~n~ned or leased by any of the Seaz-s Canada Entities. F~ch Constz-uction

Contractor and Constzuciion Sub-C'o~~tractor is hereb}~ directed to fore-ard forthwith a copy of the

appropriate Notice of Coz7sti-tietion Claim and tlae Constriction Sub-Contractor Instruction better
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to eacl~l G~?nsir~~ci-ion Sub-C'onlrac~ur u~i.th which it has a c3ircct coi~tr~lctiia( a~;reert~ent or

en~agemeiat in connection «pith tl~~e rc.leva~it irrzp~~o~~ec~1e~.1t, Any dispute re~;ardin~; a Const~tiiction

Claim oi~a C:.o~Zstc-uction Sub-Contractoz- is t~o be ~ubrzliCted throligtl tt~e C`o~~stn~ction Coni~ractor's

Notice of Dis~~uEe ot~ Cozasti-ueli~~n Claim. For grEatcr certainty, no Goilstiziclion Sub-Contraeior

stial~l 1>~ r~:e~tiir~d to sti~~triit a sepai~at~e No~ic,e of I~is~putc of~ Constiz~ctivn Clain~l i.z~ respect oC its

Construction Ciai171 to the extent l~hat such Coi~stnzctio.z~ Sub-Contractor's Construction Clain~i is

ca~~~tureci l~}~ its Consti-~zctioz~ Contractor's Nonce of Constz-uction Claiizi or Notit;e of L)ispute oC

Cozistniction C11in~. The Constri.~ctiot~ Sub-Contr~acior IiisCrucCion Letter sha(1 direct alI

Construction Stab-Cont7~actors to contack ti~eir Cons(xuctic~n Cor~tz~~~tor directly to review anti

subi~~it az~y dis~au[es with z-espect t:o t:l~eir Construction Claims.

24. "I~Z.IIS COURT ORDERS that as soon as practicable, but no later i~liazl 5:00 p.m. on

Decenabez~ 20; 2017, the M~Jzutoi- shall cal.ise a General Creditor Ciaizns 1'acicage to be sczli to:

(a) each paz-ty that appears on t1~c Service List or fias regt.icsC~d u. General Creditor

Claims Packa~,e; az~d

(b) any Pers~u known to the Scars Canada Entities as potenti~ill.5~ assertizz~ a General

C;reditc~r Ctailr~ against ar.1y of tlae Sears Canad~l Entr.ties (excluding any potential

General Creditor Claimant wztiz a ~~otential General Creditor Claim below $1,000

azzd that .is not a Sears Supplier), ~s evidezzced by and fo the respective last Ic~1ow~

address rccorcied in the books ai d records of t11c Seams Canada Entities.

25. 1 T-IIS COURT ORDTRS that the Monitor shall cause t17e Notice To General Creditor

Claimants to be published at least tIu-ee (3) tines in 7't~e Globe rind Mail (National Edition) aild

L~ Presse, a~~d in su.cti otkier international publications ai d ~~itti such fregt~ie~ncy as is derern~lined

by t1~e Moz~itoi iii c;onstiltation ~~itl~ the Sears C~~i~ada E~ltities.
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2G. 'I~HIS CC>CJR~I~ ORD}~~IZS t~ha[ (i1c Monitor s1~a1; c~ui~e ~~tie Noticc ~o Gcncral Creditor

Ciairnants, ll~~e; Eiz~playee Letter, tf~e Other Lri~p(oyce I,c[tei, tl~e Pensioner Letter ;~n~l tf~~e Gcr~cral

Creditor Claizz~s Package to be ~~osted to [k~e Monitor's ~~/ebsite by ~~o later t11~in 5:(~0 ~~.~n. on

December 13, 2017.

27. THIS COURT O~~ZDERS that [he M~iaitor s!iall: (i) c,ause the Ernploy~e Letter to be sent

to all Ernplo_yees rep7-esez~ted by Ls~nployee Representative Counsel, and (ii) c~lusc the Other

~r~iployee Letter to be sent: to ~m~~loyees not represczitcd by ~rnployec Represental~ive Counsel

(provided that where sucl:i Fz~~ployees are subjei;t to iirziozl repr-esentaiiozl; tree Morator shall ozlly

send suer fetter t~ tkle unions repz~esea7tizig thi u~~ion..ized Ezzlployees), as soo.a as pz~acticable but

no later t'l~aa~ 5:00 p.~zz. on Decerzaber 2~, 2OI7.

28. THIS COURT ORDERS that tF~e Appiica~lts shall cause the Employee Letter, the {32llez-

Employee Lettea~ a~1d tie Pel~sione~- Letter to be ~~osted to ~hc my.sears.ca po~taI, as soon as

~~z-actical~te but Rio latex- t13an 5:00 ~~.z1~. on Decez~~ber 20, 2U 17.

29. THIS COLTIZT C~RI~ERS t1~at Emplo}gee Representative Counsel s}ia11 pause the E~n~loyee

Letter to ~e posted to Employee Rc~resez~tative. Counsel's Vdebsite, as soon as practicable bi t no

later ~hazi 5:00 p.rn. on Decei~~ber 20, 2017.

3U. "I~HIS COURT C)RDFRS that Pension Representative Co~msel shall (i} cjusc the Pensioner

Lctt:ez- to be sent to ail Peiisione~-s, and (ii.) cause the Pensioner Letter to be posted tv Pension

Representative Couzasel's V~Iel~site, as soon as practicable but no later tilazz 5:00 p.m. on 'L~eccinber

20, 2017.
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31. THIS COt1IZT ORDERS that the Perisioil Pl~ln ~~diTii<<i~irator s<«~~I1 cause I(~e 1'er~sion<;r

Letter to be; pc~sicd to the PensioG~ k'ian Adrnin~s~raCor Websit~c, a~ soon as ~:;rac~icable bud no later

thin x:00 p.zxi. oil Deceiz~bez~ 2U, 2017

32. "I,I-IIS COURT ORDERS ttzat to the exten( any Claima~lt requests docunle~,lts o~-

information relating to the Clai~~ns P~~ocess I~rioi~ to the General Creditor Clai~us Sai~ Date, the

Gene~~al Ct~cditoz~ ~'ost-Filing C;lait~ls ~3ar Date, the Gez,~ral Creditor R~structt~~-irzg Ue~~iod ~"laims

Bar Date, or 'Che Landlord Ctainzs F3ar Date, as applicable, t is ~~I~~nitor s11a11 forth~vit.h send such

Claim~iY~t a Creneral. CrediCoz~ Maims Package, and shall direct such C:laiin~:~rl~ to the docun~en(s

posted on the Mozlitor's VJebsite or otherwise, res~ozad to tlac request for documents or u~fozz~iation

as the MoniYoz', in consultation wittl tl~ie Seas-s Canada Entities, may consider appro~~nate in C11e

circumstances. If t~~e Seax•s Canada Ez:~tities or 2]ie Monitoz- become aware of azly further General

Cz~editor Claims a$er the ~naiiing conte~azZ~lated iz~ paz-a~z-aplz 24, tl,ie Monitor shall foz~t}~iwith send

such potential General Creditor C'lazm~~nt a Gezleral Creditor Claiix~s Package or r11ay direet such

potetltial ~l~imaa~t to the documents posted oz~ the Monitor's Website.

33. THIS CURT OIZllERS That to the extent an_y Co~~stri.iction Clairnazit requests clocuznents

or information relating to t ie Claims Process pz~ior to tl~ie Cox~str~iction Claii~zs Bar Date, or if~ the

Sears Canada Entities car the Monitor become a~~are of any furtl~let~ Construction Claims, tl~e

1vloz~itor shall respond to t1~e request fo3~ docuznenis or inforn~ation as the Monitor, ixi consultation

with ~I~e Sears Canada Entities, ~~~y conside~~ appropriate in the circumstances, and/or; if

a~propri~te, shall send such Claimant a Consu~iction Claims Package_

34. TINS COURT OFZDERS that any notzces of disciaiincr or resiliaCioi~ clelivcred after the

date of tl~lis Order to potential General Creditor Claimani~s iz1 eonnectioz~ ~~~ith any action takezl by

the Seals Czuada Entities to restructure, disc3.~in~, resiliatc:; tenz~inate or breac:l~ any contract, lease
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or ot~;~.r ~:f;rf_crricr:~, ~.vl~c[I~cr wriltc:n or oral, p~.i:st.~nt to tl~~c; te;~~~~ of tl~c friili<~1 Order, ~ha1i 1~;;

<iccon~p<~nieci by a General Creditor t.;faims 1~'acl<are.

35. TIiIS COURT OR_D~.IZS lliat tl~ic Claims Process and CIIe forms of Notice I:o Genera!

Creditor Giairna~.~~.s, I'z~o<~f of Claim Instruction Letter, D&U Claim Instruction Letter, Employee

Letter, Otilei ~;rnployce 7 ctter, Pensionet~ T1e[ter, Proof of Clauri, D&O Prof of Claim, Notice of

IZFvisio~~ or Disallc~~x~ance, Notice of I~ispule ~f 1Zevision or Disallowance, Notice of Construction

Clain; Notice of Dispute oI~ Co~~st~uctiou Claim, Construction Contzactoz~ InstnictioFi I.,etter; az~d

Construction Sub-Contrac(.or~ Ii7stn.tction Letter 2~c hereby appz~oved, subject to any iziinor i~ion-

subst~n[ive changes to tl~e foi7ns as the Monitor and the Sears Canada Entities may coi~sidcr

rLecessary or desirable to be made fi-on7 tinge to time.

36. THIS COLIIZ`T ORDERS tk~at t1:~e sending of the Construction Claims Pacicagc, the

~ozlsttuctic~n Sub-C`ozitract.or ~nsfzuctiou Letter, the Employee Letter, the Other ~mp~oyee Letter,

the F.'ensioz~er Letter, acid the Cenei~zl Creditor Claims Package to the applicable Persons as

descz~ibed ~~bove, and the publication of tl~e Notice to General C;r-editor Claunants, zn accord~z~ce

with this f~rdet-, shelf constitute good and. su~ficiezzt service as~d. delivery of n.otzce of this Order;

ttie Cotlstruction Claims Bar Date, the General Creditor Claims Bar Date, the General Creditor

Post-Fiti.rig Cl~irns ~3ar Date, the General Creditor Restructuring 1'enod Ciainis Bar Date end the

Landlord Claims Bar Date on all I'e~sons ~~ho maybe entitled to receive notice and rho an y wish

to assert a Claim, and no other notice or scz-vice need tie given oz~ made and no otter docui~aez~t oz~

material need be sent to or served upon an}~ Person in respect of this Order.
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1~[~,~iVG CI' I'R00[~S OCR ('C,fe~IVC

(A) Pre-Filing C:lairris

37. `THIS COURT ORDLiRS that any General Creditor Claimant, cx.cludin~ any Lan~~lor~

Claimant, tk~at ii~teilds to asset-~ a Pre-Tiling C1ai~1~ or L)&O Claim relatir~b to ttie Pre-Fili~lg Period

s11a11 file a Prool'_o.f Glaizra o~~ D&O Proo.f~t~L~C.1aim, as applical?Ie, ~~~itl~ the M~ziit~c~ o~~ ~~r be[c~re

~~1G ~J(:RC-;Cdi CI~ECI1`LOi ~.~c~Aii1~ ~d~ ~itiE. ~~iiy' vEIi~i~l ~iY'.G~1t0{ ~~2.if.22~2L1~ t21$~' f~1~e c
 ~I"OC~ C{~ L~~ZITI

or D&O Proof of C;1aii~1 throl.lgl~ tlxe oliliiie portal on ttie Monitor's website, alld sucl~~ P~oof~ of

C~Iailn or L>8c0 Proof of Claim shat[ }~e deeCl~cd to have been received by the Monitor as of the

time it is sl.ibmitted oz~ flee Monitors website. For the avoidance of doubt, a Proof of Claim or

D&O ~'z~oof of Claim, as applicable, must bE hied by every such Genezat Creditor Claimant in

res~~ect of evciy such P=~e-F71i~g Cl~ii~n or ~h'~O C?ai~ ~~~lating to tL1e Pry-Filing Pez~o~, regardless

of whet~ier or n.ot a le;al proceeding in respect of such Pre-Filizzg Claiz~u or D&O Claim bas Veen

previously commenced.

38. 'PHIS COURT OIZD~R:S that any General Creditors Claimant, excluding any ]~ai~.dloz~d

Claimant, that does not file a Proof of Claim oz D&O Proof o~C Ciain~l, as appiieable, so that such.

Pr-oof~ of Clau~~ vi' D&O Pz'oof of Claim is received by tie Monitor on or before the Gcnez~al

Creditoz~ Ctaiins Bar Date, or suci~ later date as tiie I~~ot~itor tray agree izl wrzting or the Court nzay

otherwise direct:

(a) be and is hereby forever barred, eslopped and erijoincd fr-ou1 asserting or enforcing

ap7y such Pre-Filing Claim or any such D&O Ctaisr~ relating to the Pre-Filing Period

a~zd all suc11 Pre-Filzng Claims or D&O Claims shall be fore~~er extizlguished;

(b} will z~ot be permitted to vote ~t any Meeting on account of such Pre-Tiling Claims)

or D&O Claizz~(s) relating to the Pz-e-Fi.lin~ Period;
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(c) will n~~t be cnl[Ied to re;,ei~e f~~_~rCfte~r i1c~Iic<; ~~~ith ~espec~ ~o tte C'~,urn> ('~~_x.css or

Ehese ~~mceedin~;s unless the Mo~~itor andlor r~~~e Sears Canad~~ t. ririt~ies 1.>ecc~n~~e

a~~~are llzat such Gcne;r~l t`rcditor Clairn< itit hay a,~~ay other Claim; a~1d

(d) will not 1~e pennztted to patrticipate in. arty distrit>utioiz antler an}~ Plan on accoi.int

of such Pre-l.~iling Claiin(s) or I~&O Claim(s).

{l3) k'ost-l+iling Claris

39. Tl-TIS COURT ORDERS thaC after the date of this Ordc;r, ~t~~o~~. beco~~?i~~~ aware ot~

potential Post-T~ilizlg C(aiz~~, t~l~e Monitor shall send a Geziei-~l Creditor Claims Package to the

General Creditor Claimant in respect of such Post-Filuig Claim in tl~e mazlner provided for 1lerein

or znay direct such potential Claimant ro tl~e docuzx~ents posted on Mlle Monitor's ~tebsite.

4~0. ?`rTIS CO~TRT ORDERS that any Gere~-~I Creditor- Clairzxant, excluding any Landlord

Claimant, that intends to assert aPost-FiIi.ng Claim shall file a Proof of Claim witI1 t1~.e n~Iozutor on

or before the Geizeral Creditor Post-Tiling Claiz~ls Bar Date. Any General Creditoz~ Claimant,

excluding any L,ai~dloi-d C1ain~zaz~t, inay file a Proof of Claim through tl~e online portal on Tl~e

Monitor's wel~si.te, and such Proof of Clai.zxi shalt be dee~i~ed to have been received by die Monitoi-

as of the tuzle it is stzhmitted nn the Monitor's website.

41. THIS COURT ORDERS that any General Ct-editor Claimant, excluding any Landlord

Claimant, that does not file a Pz-oof of Claim in respect of a Post-Fziing Clazm so that such Proof

of Clairzl is received by the Monitor- on or before the General Creditor Post-}; ili.ng Claims Bar Date,

o~- such later date as the Monitor may agree izi «~riting or the CourT may otherwise direct:
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(~i) be; and is hei~e~>~~ Co revcr bpi-reii, Fs[o,~C~ed ~~n~l e:njoined Cr~>in ~iss~itiri~ or enCorci~~f,

any such Post-Filii:lb C~ain~~ and all such Post-k^ilin~ Ctairns shah lie Iore:vcr

extin 4,uisfted:

{',~} ~viIi not be perrn~tted to vote at any Meeting tin account of such ~'ost-Filing

Claim(s);

(c) will z~ot be er2titled to receive fiirlher no[ice witl~~ respect to tl~e Claims Process or

t}~tes~ prc~ceeciings unless tl~e T~~Ioni~_or andior tlzc Sears Canaria Entities become

a«pare that such General Credit«r C,t~.~in~<.urt has azly other Clain; ar~d

(d) will not be permitted to participate in any dist~-ibuti.on under any Plan on account

of such Post-Filing Claiz~(s).

(C;) IZestz~t~ctidrizag .~'e~-ioc~ C'laians

~~2. THIS COURT ~RI~EKS that after the date of this Orden, upon becominb aware of a

c:ircurrlstance giving rise to ~ potential Rest~il~ct~iring Period Clairn, the Monitoz shall send a

Gezzeral Credztoi' Claizz~s P~lcl<age to the G~ei~eral Ci editor Clainiax~t izz respect of such Restrz~cturing

Period Claim in the manner provided for herein or may direct such potential Claimant to the

documents posted ot1 the 1~~1az~itor's Website.

43. THIS COU7~T ORDERS that any General Crcditox- Claimant, excluding any Landlord

Claunaz~t, that intends ~o assert a Restzucrunn~ Peziod Clai~r~ or I~&O Claim relatizlg to the

I.zestz-ucturiiig Period small fiIE a Proof of Clairr~ or D&U Proof of Claizu, as applicable, «pith the

Monitor on. or before the Gei~erai Creditor FZestr-uch~riilg Yenod Clai_zz~s Bar Date. Az~y General

Cz~editor Claimant, excl~iding any Landlord Claimant, may file a Proof ~f Claim or D&O Proof of~

Claim through the online portal ot~ t1~e Monitor's websiie, and. sLzch Proof of Claim or D&O Proof
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o(~~CI<iirrl ~hr:ill be c~ce~ricd ~r~ have f:~ee~l i ~cei~~ed by the i~loni[or as oC file tin~~e it is st.~b~ni~tc~:d on

[he Maili~or's t~ebsi(e. I~or tl~e av<~id<irlce of~doubt, ~ Proof.~of~C'laim or D&O Prool~of Claire must

be filed by every suc}7 G~,rlc:ral C;reclilor (:;l<iii»arlt iri respect ol~ever~y sucf~i 1ZestrucCurinf; Period

Claim car L~&O C1ain-~ relating to size Rcstr~ic~.ua,ing Period, regaz-dless oC whether oz~ not a If;~al

C~~~oeeeclir~i~~ in r~cspect of such ]Zc~>tri.~ci~irinr Period C:l~~icn t,r D~ScU C:.1ai~~a -I-zt~s tieen previol.tsl5~

commezlced.

44. TI-I.IS COURT ORDFIZ.S that any General C;~~editor ClaEn~ant, exciuding any landlord

Claimant, that does not ~.Ie a Proof of Cla.izn or D~4c0 I'rooCof Clai~~n, as applicable, so tk~a[ such

'roof of Claim or' D~,O Pz-oof of Claim is i-cceivecl vy the Monitor can oa, before the General

Creditor Restz~uctirring Period Cl.airns l3at- Date, oz' such later date as the Monitor may agree ir.

writing or t}ae Court nay othezl~ise dizect:

(a) be and is hereby forever baz~z-ed, estoppel and er,ijoizied froze asserting or enforcing

ar~y such Restruc~iring Pez~od Clai~~n or any such DSO Ciaim relatiz~~; to tl~e

Restz-tictirr~ing Pc:z~ivci and all such ~Zestruct~il-ing .Period CIaims oi- DSO Claims

s1iall tie forever extinguished;

(b} will i~ot be pez~nitted to vole at au~~ Meeting on account of such Restr-tictut~ng

Period Cl~uu(s) or D&O Claim{sl;

{c) will not lie entitled to receive further notice witi~ z~esgect to the CIaiins Process or

these proceedings unless the Monitor a~id/or the Sears Canada ~ntzties become

aware that such General Creditor C'lain~ant has a~ly other Claim; and

(d) will not be pei-znitted to participate izi any distribution under any Plan on account

of such Restrtrcturil~g Period Claims) or D&O C3ain1(s).
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(l~) ~,~~n~iford C:[airus

45. C(-f IS COUIZ~1~ O[Z~~[~.E~S ~ha~t any C,~~ncl(orci C(aiinant that iri~ends to assert a Landlord

Claim sha11 file a Pr~~~f t~f C(aii~ or ]_)<S'c0 Pz~oof of Clam; a.s a~~plicat~le, with thc: Monitor on or

before the L,anctlo~~d C1ain~s Bar llate. /lily Lan~llf.~r~l Claiznanl ~~nay ale a ~Proof~olClaim vi D&.n

Proof of~ C'I~iin~i (hough the oillir~e C~~.ortal c>n t:kie Moni.t<r~'s ~.~"bsite, and suc}~ 2'roof of Gl~lirrl. ~~r

I~&O Proof cif Claim hail (~e deezlzeci to }cave been received by the M~~iil~r as oz the iiAne iC is

sul~nuttecl. on the. Monitor's we.bsi~e. for the avoida~~~ce of doiabl; ~~ Proolof Cl~in~ or D~~ I'~ooP

of Clairri, as a1~~.~licable, rzlust ~e filed k~y~ every t,~ndlorcl C[ai.~izant i.z~ respect of every I,ancllord

Clain, r~egaz Bless of whether or not a )egal ~roceedirig ire respect of such Claim h~~s been pz~eviously

con~rz~enced.

46. Z~'HIS COUR~i' ORL>ERS that: at~y Landlord Clai~~ant that does zaot~ ~1e a Proof of Claim or

ll&~ Proof of Claim, as applicable, so that such Proof of Claizn. or D&O Proaf cif Ciaia.~~ is received

by the Monitor oil oz~ before the Landlord Claims Bar T_3~te, or such Inter date as the Mozutor n~aay

agree in u~nliiir; or Eire Court may otl~c:z~~ise direct:

(al be and is tleret>y forever barred, e;Co~~ped and ezljeir.~ed Crozn asserting or enforcing

~in~~ such. "Landlord Ctai~~ and a1~ suc;h Landlord Cla.iins shall be forever

extinguished;

(b) ~~ill not be pern~itted to vote at any ivleeting on account of such Landlord Claian(s);

(c) ~~i11 not be e~~titled to receive fizrther notice «itti z~espect to the Claims Process oz'

these proceedings unless the Moniror ancUor th.e Sears Canaria Entities become

au~ai-e that such La~ldloi-d Clazrn~zit teas any other Claim; aizd
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(dj ,,,ill no! be perrt~i((ec( to p~i~~ticipi~e in any ~li~(~~ib~~~iir,ri uru~cr ~uiy Plan ~~n aci;oun[

of s~-ieh Landlord C:(ain:i(s).

47. TH:I'S COL~kZT ORDERS tl~f3t the provisions of ~~aragr~~~~}zs 37; 38, 40, 41, and 4~ co 46

herein shalt not aF~ply t~c> Zntercotnp~zny Claims or any Claims with respect to Warranties. Proofs

of Claim for ~~ll Clair~~ls ~~itk1 respect to Wat~rantics shall be deezlle~j to have bee~i propi~rly submitted

pis I're-Filing Clain~.s o~~ Restructuring Pez~iocl Claizx~s, as ap~>lica~le, ire ~iccorciance ~~~iCh t1,7e.

applicable requirements of this Di~der.

~l~J~~J9»CATI(3?~~ OF ~I ~~I~!IS C~7~HER'~'~~N IN ~'1?R~C~.N[~'AN~Y C'LA€1~~[S

48. THJS CQUR`I' ORDERS that, for greater certaiiit~~, the procedures outIiz~ed iz~

paragra~~~s 49 to 59 herein shall z~ot apply to tl~e adjudication of InierconiX~any Claims.

C:onstt•zicti~n ~Yaifns

44. TH.~S GOUIZT ORDERS that if a Construetiozi Cl~~izziant d.isputcs t}~~e amount of the Cl~iirn,

i~.~cludirlg any D&O Claizz~, as set out in th.e Notice of Clonstn~ciion C,'iaizi~l, such C:.oz~stz-ucEion

Claimai~lt stall ensure, tki~t the Constz~i~etioi~ Contractor wkzo received sttcll Nvtice of Construction

Chun sh~~il delivez~ to the Monitor a l~rotice of Disptiite of Constzuctiozl Claii~z. A.II Notices of

Dispute of Coz.stniction Claixn must be z-eceived by the I~2onitoi~ bs~ no late~~ than the C~nstniction

Clauns 13ar l~at'e.

50. THIS COURT ~IZDEIZS that, ii1 the event thai a dispute razsed ii~~ a I~ro~ice~ of Dispute of

Constniction Claim is z~ot settled within a time peizod ar in a zxiam~ei- satisfactory to t}7c Monitor,

in consultation ~~ith the Seers Canada Entities ar~d the applicable Directors az~d Officers in res~~ect

of any D~ScO C1au~z included in a Notice of Dis~~ute; of 6",onstnirtion Ciain7, tl~e JV(onitor shall refer

the dispute raised in the Notice of Dispute cif Cozastruction Clazm to a Cl~i~~1s Officer or the Court

for adjudication at its electioz~z. For g~reatez certaitzty, any party may file additional e~~idcncc,



~ ~

CjOCllI1lt;~l~il~lC)fl, 1C',~)C)CI~ OC ll1~OCl~t1c1~.lOCI OIlcLli}/ f7C8[IIi~T, lO [~~SO~VE ~~lE ~S~U(,~ f<ll:~t;~ tI1. 1 IJ:)~ICC 0~

I~is~~iitc of C~ons[nicti~~n Claim and rto E~~arty ~~~ill ol~jec~~ t~o the C~I.in~; o[~such adc{ition~.ii cvi~icnc:c~

on tf~e basis that sucf:~ c:videnc:c, ciocument~zC~orl, report or info nation was not included iz1 the initial

Notice of Constnictiou C:lairr~ or Notice of Dispute of Construclio~i Clairxl.

5 (. PHIS COURT ORL~~ R.S that if a C~~rzstructiozi Colit~ac(or does ziot deliver [v the Ivlon~tor

a con~~~lete~ Notice oE~ l~isputt; of~ Constniction Clairi~i, ar~d no otter Notices of Dispute of

Co~~siruction Claii~~ 1~iave ~~eez~z z-eceived by the Mo~zitor Eiom any C'onstiti~ctic>~~ Sub-C'~.~ntrz~ctors in

respect of such C1ai~T~i, by Che Cc~tlstruetion C~ai~71s Liar Datc dzsputir~g the Constn~cEion Clai~~~ a

set orzi in a Notice of Constnic~ion Claim, t.iien a1.1 Coi~strEiction Clain~ia.nts associated u~itli s~ic;l~

Notice of Construction C~.laiz~z shall. be deexzied t~ gave accepted the Constx-uctio.z Contractor's

Con.stz~uction Chun and no such Construction Clar.anaz~t sl~alI knave arty further rig}it to dispute

same.

52. T7-I.IS COUR"J' ORDL;IZS that il~e Monitor s~~ali rn~ike reasonable eflc~rts to ~~~ro~n~at~y deliver

a copy cif a~zy Notice of Displ~tc of Cos~st:ruclion Clain that asserts a Coi~sti~.ic[ioi~ Claim against

az~y of the L~i~ectors and Ol~tieez~s to suelz named llirectoz~s and Officers.

£~'et~ec:dPcxl ~:`yeditor I't~e~ofs of~~'lair~~z

53. THIS COU~FZT ORll~RS that the Monito.r~, i.n cozlsultatiozi «ith tl~c Sears Caz~lada Eiz~itics,

sha11 re~~ie~v eaca.i Proof of C,'laizz~i submitted ire accordance with t1~is ~~~de~~ and received on or' before

the General Creditor Claims Bar Date, the Gezieral Creditor- Post-Filing Claims 13az~ Date, the

General Creditor Restnictuz-ing .Period Claims Bar Date, or the Landlord C1ainls Bar Date, as

applicable, azid sha11 accept; revise or reject: each Claim set forth in each sLic1~ Proof of Ciai~n.

54. THIS C;~tJRT UIZI3EP~S that the Monitor sha11 Ir~a1<e reasonable efforts to promptlydetive.r

a copy of any L)&t~ Proofs of Claiir~, Notices of klevision or Disallo~.vance with res~~ect to aziy
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L~&.O C1ai~.~~, and N~~~ficcs oi~liis~>ute oClZevisio~~ or ~)isa~lo~v-ince ~.vilh res~_~ect tia any D<~C) C;I<!~tti;

to the applicable I}ire~ctors and Officers i~~med therein.

.55. THIS COUF~.T OIZll~F;RS trial t~tie Mo~7it~~r, iri const~iltatioza ~vitkl Ehe Sca,~s Canada f iit~i~ies

i~r~d tl~ze a~plicavle Dzz-ectors a~~c~ Of~~ee~ s ~~.amerl ;ii <;irzy D~LC} F>~oof of Ct~in~,, altd any counsel far

such I~il-ectors and Officers, sl~~all re,~~iew each .C)c~,0 1'rooCof Claim ;ubrnittec( i~~ aecord~lnce with

tl~iis Order azxt recei.~~ed o~~i yr before the Gel~er-a1 Creditor- Clai~z~s Bar D1te, t(le Cieriera.l Creditor

Resnziet~.~.nrig Period Claims I3ar I~at~ or the Landlord Claims Bar Date, as applic~lble. Tile

Monitoz- sl~lal] accept, z-evise or reject each Claim set Corth in each such D~cO Proof of Claizr~z,

proviclec~ that th.e Monitor shall not accept or revise ~ziy portion of a D&O C1ain~ absent cozlsent

of tl~e applicable Directors az~d Officers oz fiaz-ther Order of tkle Court.

56. THIS COURT ORDERS that the Vtouitor s~lall notiFy tt~e Gene~~a; Creditor Gt~ii~z~~nt who

has delivered suc1~ Proof of Claim or D&O Proof of Claim, as applicable; t.lzat sucks C1aini has b~eu

revised or rejected azid the z-easotls thereft~r, by sez~dizzg a Notice oz z2evisioi~ or l~isallo~a~ance by

no later tl~a.n .Tu.Iy 31., 2U 18 or such Inter date as ordered by the Court ou application by the IVlonitoi:.

57. THSS CC?tJIZT C)RDERS that ally General Creditor Claimant w1~io intezlds to dzs~~ute a

Notice of Revision or~ llzsailo~~az~ee hereof shall:

(a) deliver a con~~~Ietcd Notice of Dis~~ute of Ke~~isioil or Disallo«~nce, along with tlae

z-easo~as for the dis~~ute, tc~ the Monitor by no later ili~tn thirty (30) days after the

date on which the Geaiera.l Creditor Claimant zs deemed to receive the Notice of

revision or Dis~lilowance, or such other date as may be agreed to by the Monitor

zn wz~ting (provided that any General Creditoz- Cltiirnant znuy file such Notice of

Dispute of Re~~isio~.2 or Disalto~~ance thrvubh t11e online portal ~n the MoniCor's

wet~site, acid such Notice of dispute of Revision or Disallo~~~ance sisal! be deemed
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(b) in the event that a dispute r<.~i~e~ci in a Nonce of Dispute c~1.~IZe~~ision or Disallo~~~aiace

is not settled within a tir7ie period or in a u~aiu~ler satisfactory to the Moi~itoz, in

coi~s~.~itati~n with. e}.Ze Sears Cal~acfa F:nlities and tt~e ~~pplicable lli~~ectors ~tnd

Of.~f~cers in i es~~ect~ of aiay ll&.(7 Ci~izn, the Monitor shall re~~c~~ the dispute raised in

the Notice n.{' L)ispute of~~~.evision or Di.sall~wance to a Ctai~ns Officer oz- tt7e Court

for adjudication aC its election. For ~rreate~ cert~~ir~ty, any party may file additio~iai

evidence, doctin~ent~tion, z-eports or iuCornza~ion on any .fearing to resolve tk~e

issues raised in a Nc~ticc; of Dispute of 12evisio~~ or EJisallowauce arld no pa~2y will

object to tl~e ~ftling of such additio~lal evidence on the baszs that s«ch evidence,

documeiztatiort, report or iz~fonnation was ziot izicluded zn tl~ie initial Proof~of Claim,

Dc4c0 goof cif Claim or N<>tiee of Revision or Disailowal~ce.

58. THIS COUK"I' ORDERS that where a G~zleral Creditor CE~i~n~.int tizar receives a I~rotice of~

Revision or Disallowane~ does not 1i1e ~~ c;~n~~ipleted Notice of.~I~isputc of Revision or Disallowal~ce

by tkze time set out in ~aragrapli 57(r~ j, such General ~,reditor Claizna~It's Clairi~ or D&C ~'laim

rel.atulg to such Claim shall ~e deemed eo be as sc;t Qut in tk~e Notice of Revision or Disaliow~nce

and such Genez-al Creditor Claimant s11a11 Dave uo fiirther right to dispute smile.

59. THIS COU1Z1 ORDERS that tl~e Molutor, in cotisultatzon with the Sears Canada Entitze~

and the a~pIicable I?irectocs and Officers in r-espcet of azly DRrO Claim, i~~a~r refer any Claizxl to a

Claims Officer or the Coiiri for adjudic~fioz~ at its election by sending written notice C.o the

applicable parties at any time.
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60. "I'I~~IS C;OUR.T ORDLIZS th<<t [kle; Monitor shall prepare ~ rcp~a~t to be served on tk~c S~«~icc

fist a~~d filed with the Court for the Co~~ri tt~ consider; detailing its rcvic;w of all I,~tercor~lpan}~

Claims and assessing in de.Cail ~~~iCh reasc~z~~ably suCficiet~t particulars and analysis the validity and

gilalitliri~ of such Claiz~~s (the "Mnnitt~~-'s Ir~[ep-cornp~a~~y Cl<iiri~s TZep~z~t"). The Moz~i.toz~'s

rn;ercc~r.paxzy C!aitns ??~;poz~ stalk be served ~>n or be(~ore the (ren~r<i1 CreciitorClain~s Bai~Date;

unless vtl~erwise ordered by phis Cvl.irt oi~ €ip~lication by tl~ie IVl~nitor ~ncl sha11 contain a

recor~~mez~dation «~itl~ respect to tf1~ i~ex[ steps ro be taken, i1~az~_y, wiC1i respect to the detei~nii~iatioia

aild a~ji.~dic~tion of Intercompany Glaims. for greai:ea- certaint}~, not}zing in the ~Vlozlitor's

liltercoi~~pany C.laizns Report shall bizid the Court u~ii:h respect to its detern?iilation of tl~zc

I~lierco~z~paziy Ci~~ms as t~Ze court sees ~it~, ine~r~cl~na w~tl,out limitation, tie vaI~dity, prioril:y o,-

c~uantuz~~ of such Iz~terconl~any Claims.

6~I. THIS COURT ORDERS tl~cit eac}z Intez~coinpany Ciaiz~n idenl:ifzed in the Monitor's

Intez~compaziy Claims Report shall be deen~lecl to have been pro~?erly subrz~itted t1u-ough a Proof of

GIaim in respect of such Intereorz~~~any Claziz~ ley the 1«tercor~~~any Cla.inlarit as if such Claim was

a PIe-filing Claim or Restr~retux-in~ Period Claii7~, a~ applica6Ic; i1~~ accor~dazlce with tl~e

z~egtlireinents of this Orden, and any Int~er~cofzipany Claims not included in the Monitor's

Iz~tez~eoinpany Claitzis Repozrt shall be deemed to be. a general Creditor C;l~~iin barred ~~ursuant to

~~azagrapl~ 38 of this Oz-der.

~~.AI1Y~S ~~FICETt

62. THIS COURfI" C~T~b~;RS chat the Hon. Mr. lames I,ar-Iey, Q.C., and such other Persons as

tnay ~e appointed by t1'~e Court from time to tizxie on application of the Mc~z~itor; in cozzsultation

with the Sears Canada Entities, be ai-~d are hereby appointed as Claims Ofizcers for the Ciain~s

Process. The Monitor, zn eoz~sultatioi2 v~~ith tl~e Sears Canada entities, is hereby peF-n~iitted to seek
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~i~e C::~~.irt~s referral of~a disputed Constru~iiori C'~aii1~ to ~~ ('~n~truction Lies: M:~ster, who 
;hill ~>~~~~

a~~pointed as a Claims Of~~cer her~;t.i~~der, in accordance with ~i~~plicable I'rovineial Lien

Le~;is[ation.

63. 4~x1IS COURT O£ZDERS t1~at a ~lairns Officer s}zalt dcte~mine the validity aE~d amount 
of

dispulc;d Claims i~z accordance wit11 this Order az~d to the extez~.t i~eccssary cnay cletei~niri
e w~~letl~r;r

any Claim or part thereof constitutes an Excluded Claim and shall provide wnt(cn reasons. 
A

Claims O~ficF;r sh111 deterrnit~e all procedural matters ~~~izich n~~ay arise in respect of his 
or f~cr

de,Cem~uzatioil of these matters, incitiding the uzanner i.n which any evidence may be ad
di.lced. A

Claims Officer sha11 have the diseretiou to detenn.ine by whom and to what t.xtent t:he costs 
of airy

Dearing befoz~e a Claians C~f~cer sha11 be paid.

64. THIS COURT ORT~~RS t11at the Monitor, the Genez~ll Creditor C1ain~ant, the Sea
s

Canada Entities and the applicable Directors aid C)ffcers in z~espect of any l~<~O Claim 
n1ay,

~~~itl~in ten {l 0) days of such party receivinb r~otice o~~a Claims 0lfieex's detez-inination of 
t1~e vrlue

oCa General Cz~editor Claim~.nt's Claim, appeal such detcrnliz~~tion ox az~y ol.I~zer ztlatter d
etermined

by the Claims Officer in accordance with paragraph. 63 ar othez-~~~ise to the Coui-t b_y f=iling ~ notice

of a}peal; and the appeal. s1~a11 be initially ref~rziable for scheduling p~rz-~~~oses within [en
 (10) days

of ~~ling such notice of appeal.

b5. THIS COUR"T ORI3ERS that the Monitor, any Cons~-~iction Clairi~ant, including a

Construction Sub-Cozltractor, tkie Sears Canada Entities and the applicable Di.reci:ors arz
d. Officez~s

in respect of an}~ D&O Ciair~7 relating to a Construction Maim may, within ten (10
) days of such

party r-ecei~~ing notzce cif a Clazms Officez-'s detEz-nlinaCion of the value of a Constnzct
ion

Contractor's Constnx;tion Claim, appeal such determination or any other matter determi
ned by the

Claims O[~ficer in accordance with paragrap~i E3 or otherwise to tide Court by di
ng a nof~ice of
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ap~~eal; and ff~e <iE>p~ai ~}iafi ;>e i« l'i~~l~~ r~Iu~riable f'or s~~l~~~~i~~~in~; ptiipo:,c~ ~~~ifliin ten (10) 7~y~ Ui~

filing; suci~ notice oCappe<li-

66. TH.I~S CC)LJK"I~ C>1'ZDERS Chat., if no party ap~~eals t1~e dcte~xnin~ltior~ of value o[~a C1aiu~i by

a Claims Officer in. accorda_«ce, wit11 the requiren~cnt:s seC o«t in pa7-ag~~phs 64 and 65 above, tkie

decision of Che Claims Officer in detcrmii~izag the value of tI~e Claizn shall be final and b[ndi_ng

upon the Seam Canada Entities, the Monitor, tt~e applicable I~iz~ector-s arlci officers in respect of a

D&.C) Claim ai d the Clai.inant, and there shall be no furtl~.ez~ right of aUpeal.; review or z~ecoucse to

the Court from the Cairns O£~f.ccer's final detei~~zination of a Claizxi.

67. TI-IIS COIJ~Z:I' ORDERS rhaC t:l~~e pz-ovisions of paragi-aptzs 62 to 6h tzereizi s1ia11 riot ripply

to Is~tercon~~anv Claims

lY~ A R~Ai 'ly l~ d A\..t-A.1~Sd'.L~1\R.~Ai~

68. THIS COURT' ORDERS that, fi~o~zi the date of this Oi-der uzztzi seven (7} days ~»~or to the

date fixe~~ b_y the Court for any distributioiz in t17e CCAA Proceedings oz~ aizy othc~~ ~~roceedin~,

includizig a b~i~lcruptcy, leave is l~~er.~eby gz-anted to penz~it a Cl~i~nant t~? provide to the Mf~nitor

notice of assigr._ment or transfe~~ of a Claim to any third party, and that i10 ~ssign~x~ent or transfer

of a partial Claim shall be permined.

b9. THIS COURT ORDERS t11at, subject to tlae terms of any subsequent Order of this Court,

if, after t:he Filing mate, the holder of a Claim transfers or assi~~s the whole of_ such Claim to

another Person, neither the Monitor nor the Sears Canada Entities sha11 be obligated to dive notice

to or othez-wise deal with the transferee or assignee of such Claim in respect thereof unless and

until actual notice of transfer ar assigiunent; tobether u~itt~ satisfactory evidence of such transfer

oz- assignment, shalt tzave been received and acicnov~~lectged by the Mozutor in writing and t:t~ere~f~er

such transferee or assignee sl~aIi, for the puzposes hereof, eorlstitute t1~e "Claimant" ii1 respect of
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the ~-vhole of~suci~ C:laiiu. ~1~1y s~.ich traGls(erc:e or assignee of <:~ Claim shall be l~~c~u«r_1 icy any nn[ices

~~ive;n car steps tal<e1~ i~1 respect of such Claim in accordance ~vitlz tl~lis Order E~rior to receipt and

ac1<s~~owledgernerlt by th.e Ntor~itor of~ satisfactory cvicter~ce oC slicl~ transfer or assi~?nme~~t. A

ti-ansferee or assignee of a Claim takes the Claifii subject to any ri~l~ts oCset-off to wl~icki [l~ic Sears

CEinaela Entities ~~crzc~/Ur the a~pi~ieable J~i~rcctors acid C~ffi.cers znay he entitlr:d witki resE~cct l~ sl~iah

Claizz~. Por g~rea~er certairit_y, a t~-ansfcree or assignee of a Cfairn is not elllitied to set-oi(; ap~~l-y,

merge, cc~zzsolidate or combine any Ciaiin assigned or transferz~ed t~c~ it against' or o.n account or in

reduction of any amouzzts owing Icy such Perso~z to the Se~:irs Canada F.ntiCies or tk~c applicable

Directors end Officers.

5~~2.'6~~CE AN~2 N~`~'I.C~

70. T~IIS COURT ORDERS that the Nlozlitor Fnay, unless otherwise speczfied by this Order,

serve anct d.elivex~ or cat.ise to be served end delivered tt~.e Co7:istrLictzon Claims Facl<age, the

Employee Letter, tl.~e C3ttler Employee Letter and the Cieiaerai Creditor Clain.~s Package, ~ltld any

letters, ziotices or other docuiz~en~s, to the 1p~~z~opriate Claimants, Eiziployees, Pezzsi.oi~ers, unions,

or- otYier- interested Persons l~v forv✓ai-diz~g tnze copies thereof by prepaid ordinary nail; courier,

personal delivery, faesiu~ile transmission. or emit to such ~'ersons at the pl~ysic~I or elcctroFlic

~~ddress, as appliea~ble, last s~zown on the boc~lcs and reeorcis of tine Sears Canada Entities or, ~~~here

ap~iicable, asset out in such ~lairnarit's Proof of Claiin or ~)&O Pz-oof of~ C(aizzi.

71. THIS COURT ORDERS that Pension Representative Counsel znay, ut~Iess othe~~wise

specified by this Order, serve and deliver or cause to lie sere~ed and delivered the Pensioner Letter,

anct any letters, notices or other docunZents, To tie Pensioners by for~vardii~g true copies thereof by

prepaid ordinary mail, courier, personal delivery, facsimile ir~nsalissic~n or email to such Persons
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rat the phy~ieal or ~Eec.tro~uc ~cdclrt:.~~, as a~~plicabfc, last sfic,~.vn on she hoofs an~.i rc:cc.~r<Is ~~(. !i~c

Sears C'aniida (;rltiEie

72. THIS COURT C~RDt~RS that such service and delivery of~ any documents in connecuoxz

~.vitt~ tlizs Clai.zns P~~cess shah be deezx~ed to have been received: (i) if seat by ordinary mail, on

t(~c. third Blasiness Day after mailing to an addt~ess within Ontario, tie fit~tl7 Business Da}~ ~~#ter

mailing [o an address wit~iizl Canada (other t1~an within ~nCai-io); anct tk~e tenth Business Day after

mailizlg io an ad.c~ress intezxiationa.Ily; {ii) i~ sent by couz-ier oz' personal detivcry, on the next

Business Day f<>llowing dispatch; acid (iii) if delivered by f~csimi.le tra~isrnission or en~~il by 5.00

p.m. on a Business L ay, ozz such Business Day and if delivered after S:OU ~~.m. or other than on a

Rt.zsizless Day, on the following ~3usiness Da_y.

73. THIS COUl2'I' ORT3ERS that any ziotice ox coznt~~t~nicatzon rEquired to be }~z-ovic~ed oi-

delivez~ed. icy a Clait~iant to tie Monitor under this Order s1~a11, un.iess otherurise. spcciEiecl in this

C)rdei-, be in writizzg its substaufially the form, if any, provided for in t1~.is Order and wi11 be

stiflxcicntly givers ozily if delivered by ~z~epaid ordinary mail, registered snail, courier, persoia~l

de}ivory; facsimile tzansz~~issiou or email addressed to:

FTI Consulting Canada Iz~c., Sears Canada Monitor

TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Sox 104

Toronto, ON MSK IG8

1lttex~tion: Sears Canada Claims Process

Email: searscanada@fticonsulting.coixi

Fax: 416-649-8102

Subject to para~rapl~s 37, 43 and 57(a} t~ez-eto, airy such notice or cotx~nunication delivered b}~ a

Claimant sllali be deemed recei~red upon actual receipt by the Monitor thereof during norniai
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7~}. Cf IIS COLJIZ."T~ ORDERS that rf, during any ~~eriod cturin~ wtzick~ notices or othe~~

cor~imtinicaliozls <;Er~e being given purstiaant to this Order, a postal strike or postal work stoppage of

general application should occur, such notices or other cotnrnuxzicatioris senC by ordina~~y or

i egistere:d ir~zail aricl there zlot ~~eceived shall not, absent further C)rder of~ t~zis CoLlri., he effective a~~.d

notices arLd other c:.on~inui~ications given hei-eundex~ duz-i1~g t ie couz-sc oCa~~y sue11 postal st~il<e or

work stoppage of general ap}~licatiotl shall oiz]y be effective if given by courier, ~~crsonal delivery,

facsizz~ile transmission or et~zaii in accordance with this Order.

1~SC"~~..I AN~~CTS

75. THIS COLIIZT ORDERS that t}~e Sears C'~tnada entities, the Ivlonitoz-, ~mploye~

KepreSentative ~;ounsel, ~'ez~szon Representative Couz~se~, the Pension Plan Adniizustrator acid the

Su~~erint~;ndent znay from time to time apply to this Court to extend tlae time for any action «~l~ich

the Sears C:anacla Entities, the Mozzitor, employee Representative C'oui7sel, Pension Repz-eseriCative

Coit.rasel, the Pensic~z~ Plan Adi~~irustrator or the Superintezident is regLiired to tike if~ reasonably

required to carry out its duties and o(~tigatiotzs plzrsuant to this Order- and for adv ice az~ci direct~ioi~s

concer7ung the discharge of its powez~s and duties under this Orden- oz~ t}ze inl:erprctation or

application of this Oz~der.

76. T~-IFS LOUR"F ORI7EKS that nothing in this Oz-der shall prejudice Ctze rights and remedies

of any llirectars oz' Officers oi- other Persons under the Du~ectors' Prioizty Ctzarge, the Directors'

Subardir~ated Charge or' any applicable insurance policy or prevent or bar any Person from seeking

recourse a~airist or' payz~lent fi~oin the Sears Cazzada Entities' insurance or any Director's ot~

Officer's iiabitit_y ins~zz-azlce policy or polleies that exist to protect or inderrir~ify the llirectors or
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Officers ox other Persons, whether such recourse or payment zs 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. oz 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 Directar or Officer as

applicable.

r~ 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 snake 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, oz' to assist the Sears Canada Entities and the Monitor and their respective

agents in caz-rying out the terms of this Order.

tiV'I"ridED f~T ~NSCR;T A ~GRCNTO
ON / l30UK ~JO:
G / pANS LE REGISTRE NQ.

~~~ 0 8 20~~

PER 1 PAR:
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NOTICE YD CREa1TORS AND OTHERS OF FILING OF CLAfMS AGAINST THE

SEARS CANADA ENTITIES AND/OR THEIR DIRECTORS AND OFFICERS

RE: NOTICE ~F CLAIMS PROCESS AND CLAIMS BAR DATE IN COMPANIES'

CREDITORS ARRANGEMENT ACT PROCEEQlNGS OF SEARS CANADA INC.,

C~RBEIL ELECTRIQUE INC., S.L.H. TRANSPORT INC., THE CUT fNC., SEARS

CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES INC., {NITIUM

COMMERCE LAE3S INC., lNITIUM TRADING AND SOURCING COF2P., SEAS

FC(70R=CCOVERING=GEfVTRES ING:; 173470 CANADA ING; 2497089 ONTARIO INC.,

6988741 CANADA INC., X0011711 CANADA INC., 1592580 ONi'ARIO LIMfTED,

955041 AL~ER~'R L~'D., 42Q1731 CAt~A~P I~1G_, 1F8~86 CANADA INC., 3339611

CANADA INC. and SEARSCONNEC7 (COLLECTIVELY, THE "SEARS CANADA

ENTITIES")

PLEASE TAKE NOTICE that on [December BJ, 2017, the Ontario Superior Court of Justice

(Commercial List) issued an order (the °Claims Procedure Order") in the Companies' Creditors

Arrangement Act proceedings ofi the Sears Canada Eriti~ies, c~~rr~i7~~:nciru.l <3 ~:I~iirns ~~rc~t;c;cure

(fhe "Claims Process") for the purpose of identifying t:nc1 cief.errniriincj t~~il Ci<;~~r~~s ~;c~~=~ii~~t fhe

Sears Canada Entities and their respective Directors rand ~~fficE;rs {inrlu~iin<~ forn~~er ciir c,(ors

and officers). Capitalized terms used but not defined her~:in h~~v~ thc, m~~3ninc~s ~asc~ri!?c~;:J to

them in the Giaims Procedure Order. Please review the Claims Procedure Order for the

complete definitions of "~i~snn" „tire-~iiinc~ ~iaira~" "R~~~ruc~~aring ~~riod ~Paim„ "ros~-

Filing Claim", "Construction Claim", "Landlord Claim" and "D&O Claim" to which tfie 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 Prtac~f of Claim or D&O Proof of Claim, as applicable, with FTI Consultinq_C_~n_~cia Inc: in its

can~cifV ~~ t~1~~nitor of l.h~ Sears Grenada L.+~tilir_>s_(the "Monitor" on o~ b~ric~re 5:00 ~~.n~~__. _~ . _ __
(Toronto ~ir~3e) on. March_2._2013_~o.r_(i) in the_case of a Restructuring Period Claim. on or b~f~re

the applicable Restructuring Period Claims Bar Date. ii) in the c;~7sc~ of aPest=Filing Claim; on

or before A ri1 2. 2078. arc! i~~l in the case of a Landlord Claim, an or before the <~3~ralicable

Landlord Claims Bar Datel.

Certain Claimants are exempted from the requirement to file a Proof of Claim or D&O Proof of

Claim, as applicable, at fihis 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) wi11 be contacted by the Monitor in

respect of such Construction Claims; and (c) 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 Genera! 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 Ganada Entities, and
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m respect of the Pre-Filing Period (r. e., Ciaims arising prior to June 22, 2017), must be

completed and filed with the Monitor on or before the General Creditor Claims [3~~r Dale

The General Creditor Restructuring Period Claims Bar Date is 5:00 pm (~I oronto timc;) on

the date that is the lafer of (i) 45 days after the date on which the Monitor sends ~ General

Creditor Claims Package with respect to a Restructuring Period Claire 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 fhe Monitor on or before the General Creditor

t~estructurirrg T'eriocl Claims E3ar Date.

The General Creditor Post-Filing Claims Bar Date is 5:00 ~.m. (Toronto time) on April 2,

201 ~3. 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 flee General Creditor Post-Filing Claims Bar Date.

Tl~e Landlord Claims Sar Date is 5:OQ pm (~oronto 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 Landlord Claim and (ii) April 2, 2018. Proofs of Claim and D&O Proofs of Claim in res{~ect of

Landlord Claims must be completed and filed with the Monitor on or before the Landlord Claims

Sar Date.

Only Proofs of Clairn and D&O Proofs of Claim actuafly received by the Monitor or; er before

5:00 p.m. (Toronto time) on Nlarch 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 aPost-Filing Claim, on or

before the General Creditor Post-Filing Claims Bar Date, or (iii} in the case of a Landlord Claim,

on or before the Landlord Claims Bar Date) will be considered filed on time.

FAILUFZE TO FaLE A PROOF OF GL.AIM OR D&CD PROOF OF CLAIM SD !T IS RECEIVED

BY THE APPLICABLE CLAIMS BAR DATE WILL RESl9LT IN YOUR CLAIM BE(NG

BARRED AND EXTfNGUESHED 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 Claire and D&O Proof of Claim forms), and other public information concerning these

CCAA Proceedings may also be found at the Monifor's website aE

cfcanada.fticonsultinq.cos~/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.

Claiman#s requiring further information or claim documentation, or who wish to subm(t a

Proof of Claim or D&O Proof of Clairn to the Monitor, may contact the Monitor at the following

address:

FT! Consulting Canada Inc., Sears Canada Monitor

This sentence to be deleted from all forms of Notice included in a General Creditor Claims Package
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TD ̀v'Vaternouse Tower
79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1 G8

Attention: Sears Canada Claims Process

7e1.: 416-649-113

7olf Free: 1-855-6~9-8113

Fax Flo:: - 416-64J-81 ~1 _.

Err~ail: se~rscanac~a c~(ficonsulting_co_m

DATED this day of December, 2017.

FTI Consulting Canada Inc.,
in its capacity as Court-appointed Monitor

of the Sears Canada Entities

3
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CLAIMANT'S GUIDE TO COMPLETING THE PROOF OF CLAM FORM FOR

CLAIMS AGAINST THE SEARS CANADA ENTfTiES'

This Guide Peas been prepared to assist Claimants in filling out the Proof of Claim form for

Claims against the Sears Canada Entities. If you have any additional questions regarding

completion of the Proof of Claim form, please consult the Monitor's ~vebsite ~l

cfcan~da.fticons~altint~.com/se~rscan~da or contact the Monitor, whose contact inforrnafion is

shown below.

Please note that this is a guide only, and that in the event of any inconsistency betU✓een the
terns of this guide at~d she terms cf the Claims Procedure Order made on [Decem~aes &;: 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 Gaims Procedure Order and additional copies of tine Proof of Claim form may be

found at the Monitor's website. Claimants can, and are in fact strongly encourageci t~; submit

their Proof of Claim at the Monitor s website_at cfcanada.fticonsultina com/searsc~nada.

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 he addressed in a future claims process being developed by the

Sears Canada Entities and the Monitor, warl<ing in conjunction with Employee

Representative Counsel, Pension Representative Counsel, the Pension

Administrator and the Superintendent;

(b) holders of Construction Claims, as Construction Contactors (as defined in the

Claims Procedure Order) will be contacted by the Monitor- in respect of such

Construe#ion Claims; and

(c) holders of any customer warranty provided by a Sears Canada Entity, as the

Sears Canada Entities wil! he deemed to have already filed Proofs of Claim on

behalf of each warranty holder for the purposes of this Claims Process.

SECTiO~ 1 — DEBTOR(S)

2 The ful! name of each Sears Canada Entity against which the Claim is asserted must be

listed (see footnote 1 for complete fist of Sears Canada Entities). If there ire insufficient

lines to record each such name, attach a separate schedule indicating the required

information.

~ The "Sears Canada Entities" are Sears Canada Inc., Corbeii Electrique Inc., S.L Fi. iranspo,~( Inc., The Cul Inc., Sears Con[act

Services Inc., Initium Logistics Services Inc., Initiuin Commerce Labs Inc., Initium Logistics Services Inc., Initium Ca7imerce t abs

lnc., initium Trading and Sourcing Corp., Sears Floor Covering Cen[res Inc., ~7347Q Gar~ada Inc., 2497089 Ontario Inc., 6 88741

Canada Inc., 10011711 Canada Inc., 15925II0 Ontario Lirruted, 955041 Albeila ~;d , :2Q1731 Canada lnc., 1688F36 Canada Inc.,

3339611 Canada Inc., and SearsConnect.

1
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1 n sep~~rate Proof of Cf~im must be filed by each legal entity or person asserting a Claim

~c~~3insl the Sears Canada Entities, or any of fhem.

2 1 he C(~im~jnt shall incl«de any and ail Claims it asserts against the Sears Canaria

Entities; or any of them, in a single Proof of Claim.

3 The full legal name of the Clai«~ant must he provided.

~; If the Clairnanf operates under a diNerent name or names, Tease indicate this in

Sf,'~1r3t~iG' SC',~lBCiU~c ifi thg S:.'~.`t'?L~;`~lnC~ C~OCUf??2!?tat;0!1.

> If the Claim has been acquired via assignment or other transfer from mother party,

Section 2(b} must Viso be completed.

6 Unless the Claim is assigned ar Transferred, all future correspondence, notices, etc.

regarding tf~e Claim will be directed to the Claimant at the address indicated in this

section.

SECTfON 2(b) — PARTiGULARS OF ORIGI~fAL GLAEM:GN~' ~PZOM WHOM YOtJ ACQUlRECD

CLAM, IF APPLfCABLE

1 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 mus# be attached.

2 The full legal name of the original holder of the Claim must be provided.

3 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.

5~C~4(~[~ 3 — AMC3Ut~T ~4ND TYPE OF CLAIM

Amount

If the Claim is aPre-Filing Claim within the meaning of the Claims Procedure Order, then

indicate the amount that each appropriate Sears Canada Entity was and stilt is indebted

to the Claimant in the space reserved for Pre-Filing Claims in the "Amount of Claim"

co{umn, including interest up fo and including June 22, 2017.

2 If the Claim is a Restructuring Period CEaim 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,

2
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Person prising nn or after June 22, 2017, including wifh~ut limitation rigl~fs ;>r claims with
respecf to the restructuring, disdaim~r, resiliation, termination or breach by such Sears
Canada Entity on or after June 22, 2017 of any contract, lease or other agreement
whether written or oral, but exclt.ading any Post-Filing Claim.

3 If the C1~3im is aPost-Filing Claim within tine meaning of tf~e Gaims Procedure Order,
then indicate the Cfaim amount that each appropriate Sears Canada Entity was ar~d still
is indebted to the Claimant in the space reserved for Posf-Filinc3 Claims in the "/lmount

- o€ Claim" column (which is below the space reserved for Restructuring Perioel Claims}.

For reference "Post-Filing Claim" means any right or claim of any Sears Supplier
against any of the Sears Canada Entities in connection with any non-paymenf kiy any
stash Sears Canada Entity fo such Sears S~.ipplier for goods or sen~ices supplied to such
Sears Canada Entity on or after June 22, 2017.

4 ff 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.

5 !f there are insufficient lines to record each Claim amount, attach a separate schedule
indicating the required information.

Currency

7 The amounf of the Claim must he provided in the currency in which it prose.

2 Indicate the appropriate currency in the °Currency" column.

3 If the Claim is denominated in multiple currencies, use a separate line to indicate the
Claim amount in each such currency. ff 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 ~Ciaims Procedure Urder.

Whether Claim is Secured and Ualue of Security

1 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.

2 If the Claim is secured, on a separate schedule provide #ull 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 end the basis for such valuation and attach a copy of
the security documents evidencing the security.
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Attach to the Proof of Claim form all particulars of the Claim and supporliny
documentation: including amount, and description ofi ti~ansaction(s) or agreement(s), or

legal br:;ach(es) giving rise to the Claim, any claim assignment/transfer agreement or

similar document, if applicable, the name of any guarantors) which has guaranteed the

Claim, the amount of invoices, particulars of all credits, discounts, etc. claimed, as well

~s a description of the security, if any, granted by the affected Sears Can~~da Entity to

the Claimant and the estimated value of such security.

SECTION 5 - CERTiFICATlON

The person signing the Proof of Claim should:

(a) he the Claimant or authorized representative of the Claimant;

(b) have knowledge of all the circumstances connected with t}pis Claim;

(c} assert the Claim against the Debtors} as set out in the Proof of Cfaim 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 - FILlNG OF CLAIM

It your Claim is aPre-Filing Claim within the meaning of the Claims Procedure Order

(excluding, for greater certainty, any Pre-Filing Cfaim that may be asserted by a
Landlord), tl~e Proof of Claim MUST be returned to and received by the Monitor- on or
before 5:00 n.m. (Toronto time) on March 2. 2018 lthe "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 certa'snty, any Restructuring Period Giaim chat «gay

be asserted by a landlord), the Proof of Claim MUST be returned to and received by the
Moni~c~r by S:C~t~ p.r7~. (Tc~ra7~to tii~n~) on f.r~~ dafe {~i~~e "Gcn~ral Cr~ditar ~estrcictG~ri~~~i~

Period C17ims Sir C3a4e"~ ti~at is th~~ I~ i~r of (i~ lf~~ cl~,l~ ih~i i~, ~fC~ d<yys ~flc:r th~~ ~i<7tr~ can

which the Monitor sends a General Creditor Claims Package wi#h reject to- - -- ..
Restructuring Period Claim and (ii) the General Creditor Claims Bar Date.

If your Claim is aPost-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 asserfed by a
Landlord}, the Proof of Claim MUST be returned to and received by the Monitor on or
before 5:00 p. m. Loronto time) on April 2. 2018 (the "General_Creditor Post-Filing

Claims Bar Date").

0
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if your Claim is a ~andiord ~;1~3im within the meaning of the Cl~,irt~s Procedure Orcic:r~

(including, fc~r greater certainly, any Pre-Filir~~y Clt~im, Post-Filing Claim or Reshucturinq

Period Claim of ~ Landlord), the Proof of Claim MUtiT be returned to <~nd i~~~;~ i~.~crl !~y

lhr: Monitor t~~5~.0~ t-~~.m (~(r,7rc~nto time on tl~e date (Il~~e; "Lancllaid C'lair~~s Bar bake"~_ _ _ _-
- .~ _ i ~Ir~ li~at i_ 45 da~~,a ai`t~r ti~~ ci~~fe ran wiiir;.f~~ the Monitor 5E ~irl_~ alhal is the later of i thE~ c

General Credi(t~r Claims Packa e with r~~~<~t;l to a Landlord Claim and (ii1 A~~rif 2 201.8.

Claimants are strongly encouraged to complete and submit their Proof of Claire nn the

Monitor's online claims submission portal which can be fot.md at

cfcanada.fticonsultinq.com/searscanada: If not su~mitiecl ~t the online portal, ~raofs vi

Claim must be delivered to the Monitor by prepaid ordinary mail, registered mail, courier,

personal d~Gvery, 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 1 G£3

Attention: Sears Canada Claims Process

Fax No.: 416-649-8101
Email; searscanadaCa~fficonsuitinq.com

Failure to file your Proof of Claim sa that it as actually received by the Monitor on or

before 5:00 p.m. (Toronto fires) on the Genera9 Creditor Claims far Da#e, the General

Creditor Restructuring Period Claims Bar Date, the General Creditor Post-Filing Claims

Bar Date or the Landlord Claims Bar Date, as applicable, WELL result in your Claim being

forever barred and you will be prevented from r►~aking 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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PROOF OF CLAlM FORM
FOR CLAIMS AGAINST THE SEARS CANADA ENTITIES'

Note: Claimants are strongly encouraged fa con~K~lete and suE.~mit their Proof of Claim on
the Monitor's online claims subn~iission portal which can be found ~~t
cfcanada.fticonsultirio.com/searscanada.

1 PJAME OF' SEARS Cl~,fVADA ENTITY OR ENTBTIES (ENE "DEBTOR{S)") TFiE C~,4lM
IS B~1(VG ti~ADE AGAINST:

Debtor(s):

2 (A) PARTICULARS O~ CLA[MANT

Full Legal Name of Claimant:

Full Mailing Address of Claimant:

Telephone Number of Claimant:

facsimile Number of Claimant:

E-mail Address of Cl~imanf:

Attention (Contact Person):

~ The "Sears CanacJa Entities" are Sears Canada Inc., Corbeil Llectrique Inc., S.L.fi. Transport Inc., the Gut Inc., Sears Con[act

Services Inc., Initium Logistics Services Inc., Initium Commerce Labs Inc., initium Logistics Services Inc., initium Commerce Labs

Inc., Initium Trading and Sourcing Corp., Sears Hoar Covering Centres Inc., Y73470 Canada lnc., 2.49708? Ontario Inc., 6988741

Canada Inc., 1001'1711 Canada Inc., 1592580 Ontario Lirniled, 955041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada lnc.,
3339511 Canada Inc., and SearsConnecl

0
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(8) r'ARTICULAt~a yr Oi-ciGi~vAL ii~Aii~AP~aT ~=a=cviVi 'v'liH~i~ Ytiii i-~~C.ti11~Ev

CLAfM, IF APPLICABLE

(i) Has the Claimant acquired Phis Claire by assigr~rnenl? Yes ❑ Nn ❑

(ii) If yes, attach docur~ients evidencing assignment and provide full particulars of

the original Claimant from whom tree Claim was acquired from:

Fi.ill Legal Name of original Claimant:

FuII Mailing Address vi original
Clair7~ant:

Telephone Number of original Claimant:

facsimile Number of original Claimar3t:

~-mail ,yddress of original Claimant:

Attention (Contact Person):

3 AMOUNT ANi3 TI~PE OF CLAIM

Tt~e Debtor was and still is indebtecJ to the Cfaim~nt as follows:

C~.irrency: Amount of Pre-Filing Claim Whether Claim is Value of Security Heid,
(including int~;rest up to and Secured: if any3:
including June 2c, 2017)2:

Yes ❑ No

Yes ❑ No ❑

Yes ❑ No ❑

z interest accruing from the Piling Date (June 22, 2017) shall not be included in any Claim.

~ IF the C12int is secured, provide full particulars of the security, including the date on which the security 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 security documents

evidencing tltie security. This inForrnation may be provided in a separate schedule, if necessary.

2
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__.. __
Currency: Amo~ml of ReStiur I.iring_l erioci j 'v"vne~~i~~~~ i~i~im is V~(uc of Securi(y iieid,

Claim: ~ i Secured i(any:

—_ _ __ _ Yes [.~ No ❑ __

- - _-

Yes [~ No C

Yes [~ No ❑

Currency: ~ Amount of Post-Filin Claim

4 DOCIPMENTATION

Provide ali particulars of the Claim and supporting documentation, including amount, and

description of transactions) or agreement(s), or legal bre~ch(es) giving rise to the Claim,

including any claims assignment/transfer agreement or similar document, it applicable, and

amount of invoices, partic~al~rs of all credits, discounts, etc. claimed, descri{~tion of fhe security,

if any, granted by the affected Debtor to the Claimant and estimated value of such security.

5 CERTIFICATION

i hereby certify That:

{a) i am tf~e Claimant or authorized representative of the Claimant.

(b) !have knowledge of al! the circumstances connected with this Claim.

(c) The Ciairnant asserts this Claim against the Uebtor(s) as set out above.

(d) Complete documentation in support of Phis Claim is attached.

Signature: V!'itness
(signature)

Narne: __

(print)
l itie:

Dated at this day of ___-_.—__,--, 20 ._._..-

3
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6 FILING OF CLA1M AND APPLICABLE DEADLINES

For Pre-Filinc7_Claims (except Pre-Filing Claims that may be asserted !~y a Landlord), tl~~is Proof

of Claim must be returned to and received by the Monitor by .5:00 p.rn. (Toronto time) on f~~arch

2, 2018 (the "General Creditor Claims Bar Date").

For Restructurir~c~_Period Claims (except Restructuring Period Claims that may be asserted by a-- __ —
Landlord), Phis Proof of Claim must be returned to and received by the Monitor by 5:00 p.rn.

(Toronto time) on .the later of (i} th.e date that is 45 d~~ys after tt~e date can wf~ic:h the Monitor

sends a Generel Creditor Claims Package with respect to a Restructiirii~g Period ~;laim and (ii)

the Genera! Creditor Claims Bar Date (the "General Greditor Restructuring Period Claims

far date''}.

For Post _F lin Claims (except Post-Filing Claims that may be asserted by a Landlord), this

Proof of Claim must be refiurr~ed to and received by the Mo~~itor by 5:00 p.m. {Toronto time) on

April 2, 2018 (the "General Creditor Post-Filing C(aims Bar Date").

For Landlord Claims (including, for greater certainty, any Pre-Filing Claim, Post-Filing Clairn or

Restructuring 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 after the

date on which the IVlonitor sends a General Creditor Claims Package with respect to a Landlord

Claim and (ii) April 2, ?018 (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 fnc., 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.: 476-649-8107
Email: searscanada(a~fticonsuitinq.com

Alfiernativeiy, Claimants can, and in fact are strongly encouraged to, complete and submit tf~eir

Proof of Claim on the Monitor's online claims submission portal which can be found a#

cfcanada.iticonsultinq.com/searscanada.

Failure to fife your Proof of Claim so that it is actually received by the Monitor on or

before 5:00 p.m. (Toronto #irne) on the General Creditor Claims Bar DaEe, the General

Creditor Restructuring Period Claims Bar Date, the General Creditor Post-Filing Claims

Bar Date or the Landlord Claims Bar e}aYe, as applicable, WILL result in your Claim being

forever barred and you will be prevenged from making or enforcing your Claim against

the Sears Canada Entities. !n 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.

0
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SCHEDULE D
CLAIMANT'S GUIDE TO COMPLETING THE Q&D 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 C~nac~a Entities.

If you have.any additional questions regarding compfeCion-of.:tli~: D.&O Proof of_:C;laim; please

consult the Monitor's website at cfcan~ada.fticonsultinq.com/searscanada or contact the Monitor,

wr~ose contact information is shoe✓n below.

I-~c _C~<~O Proof of Clairn term is Inr ~~I;;~im~3nts asserting_ ~: Cl~irr~ ~}gair~~;E ~~ Dirt-~clr,rs arn~lor_. , _ _.
Officers of the SPa~:s C~n~ada Entities. _a_nd NOT_for C'I~imS ag~inst_the Sears Canada Fntifi~s-- -- _ _..
themselves_ For Claims against the Sears Canada Entities, please use the form titled "Proof of

Claim Form for Ciairns against the Sears Canada Entities", which is available on the Monitor's

website at cfcanada.fficonsultinq.comJsearscanada_

Please note that this is a guide only, and that in the event of any inconsistency between the

terms of this guide and the #erms of the Claims Procedure Order made on [December 8], 2077

(the "C(aims Procedure Order"), the terms of fihe Claims Procedure Order will govern. Unless

otherwise defined, all capitalized terms used herein have the meanings given to t`r~em in tine

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 stronply cric:uG~racfeci to. submit their D&O Prnc~fs of Claim at the

Monitor's website at cfcanada.fticonsultinq.com/searscanada.

SECTION 1 — DEBTOR(S)

The full name of ail tl~e Directors and/or Officers (present and former) of the Sears

Canada Entities against whom the Claim is asserted must be listed. If there are

insufficief~t lines to record each such name, attach a separate sci~edule indicating the

required information.

SECTION 2(a) —ORIGINAL CLAMANT

A separate D&O Proof of Claim must be filed by each legal entity or person asserting a

Claim ag~,insf the Sears Canada Entities' Directors or Officers.

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.

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 Cul 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 Corp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 Ontario Inc., 6988741

Canada Inc., 10011711 Carrada (nc., 1592580 Ontario Limited, 955041 Alberta Ltd., 4201737 Canada Inc., 168886 Canada Inc.,

3339E11 Canada Inc., and SearsConnecl.
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4 If the Cf~~im~~nt operates une~er a different n~~rnc or names, phase indicate this in c,

separate sd~~,dule in the supF~~orling documentation.

5 If the D&O Claim hay been <,cquired from another ~~arty, Section 2(b) must also be

completed.

6 Unless the D&O Claim is assigned or transferred, all f~~ture correspondence, notices,

etc. regarding the Claim will be directed to the address and contact indic~atE:d in this

section.

SECTIC)N 2{b) —PARTICULARS OF ORIGINAL CLAIMANT FROM WHOM YOU ACQUIRED

CLAIM, i~ APPLlCd-ABLE

1 If the Claimant acquired its U&O Ciaim by assignment or ofher transfer, then Section

2(b) must be completed.

2 The full (egai nai~~e of the original holder of the D&O Claim must be provided.

3 ff the original holder of the D&O Ciaim operates under a difFerent name or names,

please indicate this in a separate schedule in the supporting documentation.

~~~7'[ORI 3 — A~t~U~T ~lt~p TYPE O~ D&O CLAIM OF CLAIMANT AGAINST DEBTOR(S~

1 If the D&O Claim arose in respect of the period prior to June 22, 2017, then indicate the

amount fF~e Director{s} and/or Of€icer(s} was/were and still is/are indebted to tl~e

Claimanf 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

tl~e amount the Directors) and/or Officers) 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 arose.

2 Indicate the appropriate currency in the Currency column.

3 If the D&O Claim is denominated in multiple currencies, use a separafe line to indicate

the Claim amount in each such currency. If there are insu~cient 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 Interest accruing frorYi the filing Date (.June 22, 2017)shall not be included in arty Claim.

2
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~~CTiGi~ 4 — vi~i~iiivi~i~1TI~ i iOrU

AttUch to the Q&O Proof of Claim form III p~ar~ticulars of the Claim and supporting

documentation, including a~~~ount and description of transactions) or agreemer~t(s), and

fhe legal basis ror the D&O Claim against the s~~ecific Directors or Officers at issue.

SECTION 5 — CERTIFICATiUN

The person signing the D&Q Prof of Claim should:

(a) be the Claimant cr aufhorized representative of the Claimant;

(b) have knowledge of a(I the circumstances connected with this D&O Ci~im;

(c) assert the Claim against the Debtors) as set out in the D&O Proof of Claim and

certify ~~II supporting documentation es attached; and

(d) have a v✓fitness to its certification.

2 8y signing ar~d submitting the D&O Proof of Claim, the Claimant is asserting the Claim

against the Debtors) named in the D&O Proof of Claim.

j~~ 0 If.J@V b -- ~SLOtV~ t~~ l,Lf-11~V1 HP707 %1F'J~L6l:.HtiL.0 CJ~~$3LBS~C~

7 AI( D&O Proofs of Claim in respect ofi D&O Claims arising prior to June 22, 2077 (except

D&O Claims that may be asserted by a Landlord) MUST be received by the Monitor on

or before 5:OO~.m. Toronto time) on March 2, 2018 (the "General Creditor Claims Bar

Date").

2 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 received by the

Monitor by J_00 ya.m~ Toronto tune) on the daie_(the "General Creditor Restructuring- -----
Period Maims Bx~r D~af~")_If~i~,i is the (~~ier ~;,f ail it~~:~d<:tlE~ th~~l is ~~? days ~~(i~; flee clat~ ark

which the Monitor sends a Gen~.ral Creditor Claims Packane with rest:~ec;l to a

(~e:slri.icf~irinc Period C17in~~ar~d (fill the (-~e;ner~.~l ~rc:di[or CI~ir17s L-'ar D~~tr .

3 Alf D&O Proofs of Claitr~ 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 d~~i~: (if~i~ ~~L~~nc7lorcl C1.3irz7s Bar Da2~E"~ {i-~~s! i4 the I~[er ~;1f ~~ tl3c cfti~~ that is ,~5 days

after thc~ clafr:,s on wl~~ich tfie Monifc~r scr~~ds a Gcn~r~31 C~~e~i(r~r ~;I~~irns Pac,~aci~, wilf7

resaect to a Landlord Claim and (ii Agril 2. 2018.

4 Claimants are strongly encouraged to complete and submit their D&O Proof of Claim on

the Monitor's online claims submission portal ~.~~hich 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 Consulting Canada Inc., Sears Canada Monitor

TD Waterriouse Tower

3
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79 We;lington Street West

Suite 2010, P.O. E3ox 104

Toronto, Ontario M5K 1 G8

Attention: Sears Canada Claims Process

Fax No.: 416-649-8101

Email: searscanada~flicc~n~ulUnq.c~rn

Failure to file your D&O Proof of Ciaim so that it is actually received by the Monitor on or

befo. re 5:0.0'. p.m (Toro_.nto time) on the_ General .creditor Claims Bar Date;-the Genera!

Creditor' Restruc#uring Period Claims Bar Date or the Landlord Claims Bar .Date, as

applicable, WILL result in your Cfaim being barred and you will be prevented from

making or enforcing your Claim against the Directors and Officers of the Sears Canada

Entities. 9n addition, you shall not be entitled to further notice of and sha(I not be entitled

to participate as a creditor in the Sears Canada Entities' CCAA proceedings.

4
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D&O PROOF OF CLAIM FORM

FOR CLAIMS AGAINST DIRECTORS OR OFFICERS OF THE SEARS CANADA

ENTITIES'

Tf~i~> («rnj__is to be used ~~nly C~~ Clairnan[s ~~~ser'lu~~c~ ~ C1~3im ~:~c ~ir7sl <:~r~y Directors an~llor.. ,. --
OfFic~rs of the Sears Canada Entities and_ NOT for Claims against the Sears Canada Entities_~ _— - -
tf~en~selvcs. For Claims against the Sears Canada Entities, please use the form titled °Proof of

Claim Form for C>l~ims against the Seers Canada Entihies";-which is available on ih2 Monitor's

website at cfcanada.fticonsulting_com/searscar~ada.

NAMES) OF OFFICERS) AND/OR DIRECTORS) {THE "DEBTOR{S}") THE CLAIM

IS BEING MADE AGAfNST:

Debtors}: ___

(A) PARTICULARS OF CLAIMANT

Full Legal Name of Claimant:

dull Mailing iaddress or` Claimani:

Telephone Number of Claimant:

Facsimile Number of Claimant:

E-mail Address of Claimant:

Atfenfion (Contact Person):

~ The Sears Canada Entities" are Sears Canada Inc., Corbeil Gfectrique Inc., S.L.H. Transport Inc., The Cut Inc., Sears Contact

Services Inc., Initium Logistics Services (nc., Initium Commerce Labs Inc., Initiurn 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., 166F3IIG Canada Inc ,

3339611 Canada Inc., and SearsConnect.
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(B) ~f~R I ~CULHI~J l~F GRIt~~~~~1L 1. L!-1~lViH(\ITI rnOP~ itdri0i~ l'OU ,~iC~viR~v

CLAIM, IF APPLICABLE

(i) His the Claim~nl acquired this Claim by Assiynrnent? 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 Claimanf:

Telephone Number of original Claimant:

Facsimile Number of original Claimant:

~-mail Address or"original Claimant:

Attention (Contact Person):

K • • , ~' 
.

The Debtors) was/were end still is/are indebted to the Claimanf as follows:

Names) of Currency Amount of D&O Claim in Amount of D&O Claim in

Directors) and/or respect of the Pre-Filing respect of the Restructurliq

Officers Period (including interest up Period

to and including June 22,

2017)

2
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v~ivMci~tTi-~ifviv

Provide all particulars of tl~~e D&O Claim and supporting documentation, including any CIcairn

assignmendtransfer agree+~nent or similar documentation, if applicable, and including ~~rnount

and description of transactions) or agreements}, and the legal basis for the G&O Cl~iirn ~gainsl

the specific Directors or Officers at issue.

CERTIFICATION

herek~y ~er-tify-that:

(a} ! am the Claimant or author.zed rc;presentative of the Claim~ar;t.

(b) I have knowledge of all the circur~istances connected with this Claim.

(c) The Claimant asserts this Claim against the Debtors) as set aut above.

(d) Complete documentation in support of this Ciaim is attached.

,~I! D&O 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 he received by the Monitor on or before 5:00

~_~-Toronto tir~~c:~ on March 2. ?~)~1i3 (the "General Creditor Claims far Date").

A!I D&O Proofs of Claim in respect of D&O Claims arising on or after June 22, 2017 (exce~~t

D&O Claims that may be asserted by a Landlord} MUST be ret~u-ned to and received by the

f~nor~ikc~r by 5:00 ~.m. ~i-c~r<~nlo tune) nn thr later of (i) lh~ c1~kc: th~~t i,~ 1~~ tJ,s~~_s ~,((e~~r the date ~?r~

which the Monitor sends a General Creditor C::faims Package with respect to a_Restructurinqv ~^__. _ __ _ _.._
Peri~cl C;I~im and {ii) th~:~ C.=~~ riEvr~l Creditor Claims Bar Cj~~te (ti~ir_~ "Gi:nerr7! Creditr~r

Restruct~~rirea Period Clairtis bar Date").

A(I D&O Proofs of Claim that may be asserted by a Landlord, whether arising before or after

June 22, 2017, MUS-~ be rec.LivPd icy the Monitor lay 5:[)0 ~~~.rri. (Tc~r~,~~(~~ i.i«~~:) on thy.; date thc:

"Lan~llor~i Glaims Bar n~#~"1 that is the later of (i) the date that is 45 clays after the date on

which the f~ar~itc~r- sends a General. Creditor Claims_Packaae_with respect to ~~ i_andlord Clairl~

and (ii}April 2, 20'18.

In each case, completed forms must be d~(ivered to the Monitor by prepaid ordinary mail,

registered mail, courier, personal delivery, facsimile transmission or email at the following

address:

FTf Consulting Canada Inc., Sears Canada Monitor

TD Waterhouse Tower
79 Wellington Street West



rte■ c ~

Suite 20 ~ U, I~.tJ. pox 104

Toronto, Ontario M5K 1 GB

ArYenfion: Sears Canada Claims Process:

Fax No.: 416-649-F3101

Email: searscanada~fticonsultinU: com

Alternatively, Claimants can, end in F~~ct ~i-e strongly encouraged fo, complete end submit their

D&O Proof of Claim on the Monitor's online claims seibmission portal which can be found ~t

cfcanada.fticonsultin~.com/sFM~rscanad~.

Failure to file your D&O Proof of Claim so that it is actually received by the Monitor on o
r

before 5:00 p.m. (Toronto time) on the General Creditor C{aims Bar Date, the General

Creditor Restructuring Period Claims Bar Date or the Landlord Claims Bar Date, as

applicable, WELL 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 sha11 not be entitled to further notice of and shall not be entitle
d

to participate as a creditor in the Sears Canada Entities' CCAA proceedings.

0
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S~I,~D~~~ r

NOTICE ~F DISPUTE OF REVISION OR DISALLOWANCE REGARDING A CLAIM

AGAINST THE SEARS CANADA ENTITIES OR THEIR DIRECTOR OR OFFICERS'

Capitalized terms used but not defined in this Notice of Dispute of Revision or nisallowance

shill have the meanings ascribed to them in tfie Order of the Ontario Superior Court of .fustice

(Commercial List) in the CCAf~ proceedings of the Sears Canada Entities dated [December 8],

2077 (the "Claims Procedure Order"}. You can obtain a copy of the Claims Procedure Order

on the Monitor's website at cfcanada.fticonsullinc~.com/searscanada

1 PARTICULARS OF CLAIMANT

Claim Reference Number:
(as indicated rn Notice of Revision or
Disallowance) _— _— --
Full Legaf 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 WHAM YOU ACQl11RED THE

CLAtM, IF APPLICABLE

(i) Have you acquired this Claim by Assignment? Yes ❑ No ❑

(If yes, attach documents evrdencrng assignment)

(ii) Full legal name of original Ciaim~nk: , ,

~ 'The "Sears Canada Entities" are Sears Canada Inc., Corbeil Electrique It~c., S.L.H. Transport Inc., The Cut Inc., Se
ars Contact

Services Inc., Initium Logistics Services (nc., 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., 24970£39 
Ontario Inc., 6988741

Canada Inc.. 10017711 Canada Inc., 1592580 Ontario Limited, 955041 Fliberta ~(d., 4201731 Canada Inc., 16F3F386 
Canada Inc.,

3339611 Canada Inc ,and SearsConnect.

Z
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3 ~iiSPv~~ Cir= i=c~'v`i~iCi~i GF~ DiSA's..i~vWAi~i,E V~ I.LHIlVI:

TI~e CI<~imant hereby disagrees with the value of its Claim, as set out in the Notice of

Revi~:ion or Disallowance dated ,and assents a Claim as fo(laws:

type of Claim ~ An~uzunt allowed by Amount allowed by Amount claimed by (Arnount claimed by

Monilar as Monitor as secured Claimant ~s Ciairnant as sc;cured

unsecured (Nofice of (Notice v( Revision ~ unsecured

Revision or or Dis~311owancc)

~ISH~~OVd~lIIC(4~

A Pre Filing C;I~~~rn 9~ _ ~ ~ ~ $ ~ $

B Restr x.hirinq $; s; ~ $ 1 4;
i

Period C~arr~ i

C. Post-filing Chem ~ ,v

D. U&O Uaim in 5
respect of Pre-Filing
Period

- — - — ---- --
~ [~&O Claim in 9~ _ $ I $
m5pc ci of
R~Structunnq P;:riod

F Total Claim $ $ ~

(Inserf particulars of your Claim per the Notrce of Revision or Disallowance, and the value of

your Claim as asserted by you).

4 REASONS FOR DISPUTE

(Provide full particulars of SNhy you dispute the Monitor's revision or disallowance of your

Clain as set out in the Notice of Revision or Disallowance, and provrcfe all suppati~~g

documentation; including ai7~ount, description of transactions) or agreemenf(s) giving

rise to the Ct~~irn, name of any guarantors) which has guaranteed the Claim, and

amount of Claim ~!locafed thereto, date and number of a!I invoices, parficulars of all

credits, discounts, etc. claimed. The particulars provided must support the value of the

Claim as stated by you in item 3, above.)

2
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DATED this da of __ ~_, 20__ _.__ _ Y _. ---

(Print name of Claimant, or, if fhe ClaFinant is a
corporation, the name of fhe Claimant and file
name of the authorized sigi7ing officer of fhe
corporation that is executing this Notice of
Dispute of Revision or Disallowance.)

(Signature of Ci~rmanf, or, if the Clairnani is a
corporation, the signature of the autha~ized
signing officer of the corporation that is executing

this Notice of Dispute of Revision or
Disallowance.)

TI7i:~ Ncatice of k~i~f7ut~_of i~f~vision car [?is~Uc~v~~~r:ce MUST be subri~itt~d ~0 1'Iic ~c>nitos at th~~

below address try no later than 5:00 n.m. (Toronto #ime) on the da_v that is ihirty l30) days after

this Notice of Revision or Disallowance is deemed to have been received by you (in accordance~__T
with paragraph 72~ of the Claims Procedure Order, a cony of which can be found nn the

Monitor's website at cfcanada.fticonsultincl.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

3
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encouraged to, submit Ineir Noficc; ~ of Disp~.~te ~~f Revision or Disaliowanr.,e online ~y st~c~7

deadline at the MoniEor's website al cfcanada.fti~onsulling.cone/se~~rscanacJa.

FTI Consulting Canada Inc., Sears Canada Monitor

TD Waterhouse Tower

79 Wellington Street West

Sul#e 2010, P.O. Box 104

Toronto, Ontario M5K 1 G~i

Attention: Sears Canada Glairns Process

Fax No.: 416-649-8101

Email: searscanada fticonsulting.com

In accordance with the CIai~7~s Procedure Orcfer, except in the case of forms submitted ~t fhe

(vlonitor's online claims portal v~hich are deemed received at the time they are submitted,

notices shall he deer~ied to b~ received by the Monitor upon actual _recei~ thereof try the

Monitor during norrrial business hours on a Business Day, or if delivered outside of nori7»(

business hours, nn the next Business Day.

6F YC)tl FAIL 1"U FILE /~ N0T6G~ OF DISPUTE OF FZEV[SIO~! OR DIS~OLLC)WANCE WITN(N

Tt-~E S'F2ESCRI~ED TIME PER90D, YOUR CLAIM AS SET OUT iN THE NOTICE OF

R~iO~~[Oh~ CDR ~aSRZLt~°J'YA~v~~ 1f~'~L~ ~E v9t~~it~~ !lP~3"J ;'~~l.

4
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~L~CUVLC~

N0710E OF REVISION DR 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 "Ciaimarit")

FROM: FTI Consulting C<~nada Inc., in its capacity as Court-appointed Monifor of the

Scars Cana- da Entities {the "Monitor")

RE: Claim Reference Number:

Capitalized terms used but 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 CC,~A proceedings of the Seers Canada Entities dated [December 8], 2017 (the

"Claims Procedure Order''). You carp obtain a copy of the Claims Procedure Order on the

Monitor's wek~site at c{c~nada.fticonsultinq.com/searscanada.

Pursuant to the Claims Procedure Order, the Monitor hereby gives you notice that it has

reviewed your Proof of Claim or D&O Proof of Claim and has revised or disallowed al( or part 
of

your purported Claim. Subject to further dispute by you in accordance with the Claims

Pioceciure Order, your Claim will be as follows:

Type of Claim Amounk as submitted Amount !Amount Amount
allowed by allowed as allowed as
Monitor secured unsecured

Original
Currency_

A. Pre-Filing C(~im ~ $ $ ~ u $

____ _ --
E3. Restructuring ~ ~ $ ~ $ $

Period Claim

C. Post-Filing ~ ~ ~ ~ ~ $

Claim

D. D&U Claim in $ ~

respect of Pre-
Filing Period

E. D&O Claim in $ $

respect of
Restructuring
Period i

~ 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., Indium Commerce Lahs Inc.,
 lnitium Logistics Services Inc., Initium Commerce Labs

Inc., Initium Trading and Sourcing Corp., Sears Flvor Covering 
Centres Inc., 173470 Canada Inc., 2497089 Ontario Inc., 6938741

Canada Inc., 10011711 Canada Inc., 1592530 Ontario Limited, 355
041 AlUerta Ltd., 4201731 Canada inc., 16E3F3E36 Canada Inc.

3339611 Canada Inc. and SearsConnect.

1
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_--T~ _ _ ,_; _ _ .,
~- , ~~~i ~,~~„~„ .s ~_ ~.

I __ ______ ----~1- _ - ___ _ . _.

Reasons for Revision or Disallowance:

!~ you intend to ctssp~te this ~lotice of Revision or DisaHo~nr~nce, 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, courser, personal delivery, facsimile

transmission or email) at the address listed be3ow. Claimants can also, end are in fact strongly

encouraged to, submit their Notices of Dispute of Revision or Disallowance forms on(inc~ by such

deadline at tf~e Monitor's website at cfcanada.fticonsulting.com/searscanada.

if you do not dispute ti~is Notice of Revision or Disallowance in the prescribed manner and

within the aforesaid time period, your Claim shall be deerrted to be as set ouf herein.

It you agree with this Notice of Revision or Disallowance, there is no need to file anything

further with the Monitor.

Tlie address of the Monitor is set out below:

FT! Consulting Canada Inc., Sears Canada Monitor

TD Waterhouse Tower
79 Wellington Street Wes#

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1 G8

Attention: Sears Canada Claims Process

Fax No.: 416-649-8107

Email: searscanada(c~fticonsultina.com

fn accordance with the Claims Procedure Order, except in the case of forms submitted at the

Monitor's online claims porial which are deemed received at the time they are submitted,

notices shall be deemed to be received by the Monitor upon actual receipt thereof by the

Monifor during normal business hours on a E3usiness 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.fticonsultinq.tom/searscanada.

2
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it YOU FAiL TC ~1LE A NG i i~E OF DlSRU~~ OF R~Vi~It~N 02 ~~~A~LQ'v'1fAtJC~ 1IVIT~SN

THE PRESCRIBED TIME PERIOD, THIS NOTICE OF REV(S(ON OR DISALLOWANCE WILL

BE BINDfNG UPON YOU.

QATED this day of __ , 2Q

FTI Consulting Canada Inc.

3
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J~t1El~U~L~ I~1

OTHER EMPLOYEE LETTER

(LET (-ERHEAD OF THE MONt TOR)

s, 2017

TO: Active and former er~iployees of the Sears Canada Entities represented by

lnternationai Brotherhood of Electrical Workers, Local 213

c/o McMahon, Morrison, Watis

Box 314, 4346 Colonel T~Ibot Road

London, Ontario N6P 1 P9

At(enfion: J. Craig Morrison

AND TO: Active and former employees of the Sears Canada Entities represented by UNIFOR

c!o UNlFOR
Unifor Legal Department, Local 1000

2015 Placer Court
Toronto Ontario M2H 3f-19

Attention: Anthony Dale

.~if~D Tt3: fictive and r`ormer employees ofi the Sears ianac9a En4i~ies represerl4ed by

Le Syndicat des Metallos

c!o Le Syndicat des Metailos, Local 9153

565, boulevard Cremazie Est, Bureau 510Q

Montreal, Quebec H2M 7.V8

Attention: •

AND TO: 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 Claire

against any of the Sears Canada Entities or their respective Directors or Officers

AND TO: Ernptoyees wt~o have opted out of representation by Ursel Phillips Fellows

Hopkinson LLP ("Employee Representative Counsel")

AND TO: Former employees who were terminated for cause and wl~o the Monitor and the

Sears Ganada 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 Rio. GV-'1 7-1 7 846-OOCL~

Recently, on [December B], 2017, the Ontario Superior Court of Justice (Commercial List)

issued an order (the "Claims Procedure Order") in the Companies' Creditors Arrangement Act



227

proceedings ofi Sears Canad~~ Inc. <~nd certain ~~f its subsidiaries ar~d aFfili<:~les' (collectively, the
''Sears Canada Enti#ies"), con~rr~encing a cl~:jims procedure (if~e "Claims Process") (or tf~~e

purpose of identifying and determining al! Cl~irns ~~gainsf the Scars C~anad~ Entities and their

respective rurrenf and former dire ctors ~:~nd officers.

Notwithstanding the comrrtiencernenf of the Claims Process, certain classes of persons are
currently c~xempfed from the req~.iiremcni in file any proofs of claim. You are receiving this leiler

becai.ise you fall into one of the categories of such exempted persons, which includes any:

(i) active or inactive union or non-union employee of any one of the Sears Canada
Entities on or after June 22, 2017, including an employee of any any of the Sears

Canada Entities who rec;~ived notice of termination of emplcymc:r~t daf2d on or
after June 22, 2017; and

(ii) former employee of any one of the Seers Can~~da Entities who was t~rr7~inafed
for ca~~se at any time or wf~~o received notice of c~ssatior~ of ferrninafion or
severance payments d~t~d on or after June ?_2 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 ircE~d~s a;ay vlaa;~s ~~U ,~~ay have ~gai~~t ~~e d~r~ctars ~~d af~ic~rs a€au

any claims not related to your compensation.

1'o be clear, there is 6~0 need at th;s tir;~e for you to ~ak~ action in connection with this

Claims Process, or fife any proof of claim in respect of any cBaim you may have against

any of the Sears Canada Entities or their respective current and former directors and

affi cars.

FTI Consulting Canada Inc., as Court-appointed Monitor {the "Monitor"} and the SFars Canada

Entities are at present working to develop a future claims process (the "Employee Claims

Process") to address a(I claims {of any type) of Employee Claimants. A similar process is also

being developed in respect of claims relating to pension entitlernenis end other post-
empfoyment benefits.

In developing this separate Employee Clair7~s Process, the Monitor 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 (antf who, for greater clarity, does not represe~f the interests of persons listed as

recipients to this letter}; (6} 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., Cort>ei( Flectrique Inc., S.L.FL Transport Inc., The Cut Inc., Sears Contact

Services 1nc., Ini[ium Logistics Services Inc., Initium Commerce Labs Inc, Initium Logistics Services Inc., Initium Cor3imerce Labs

Inc., Initium Trading and Sourcing Corp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 Ontario Inc., 69£t8741

Canada Inc., 10011791 Canada Inc., 1592530 Ontario Limited, 955041 Alberta Ltd., 4201731 Canada Inc., 168886 Canada Inc.,

3339611 Canada {nc.. and SearsConnect.
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Guarantee F~md; and (dj Morneau Si~epell Inc., as administrator of tl~e Sears Canada Inc.

Registered Rr;tiremenf Plan.

Additional information will be made available to you as tf~is process continues. For now, the only

action you may need to take is to advise the Monitor of a change of address.

Once the Employee Ciaims Process has been established, the Monitor will provide information

regarding tP~e process and any claims forms to be filed thereunder to you. This information will

also be available on the Monitor's website at cfcanada.fticonsultir~q.com/searscanada/. We

+mould recommend checking the Monitors website periodically/monthly.

!f you I~a~~e q~~estions 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 M5K 1G8

Attention: Sears Canada Claims Process

TeL: 416-649-8113
Toll Frew: 1855-649-8? 13
Fax No.: 416-649-8101
Email: searscanada cnr fticonsultinq.com

Yours truly,

Fl-I Consulting Canada Inc., in its capacity as

Court-appointed Monitor of the
Sears Canada Entities

3
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sC~c~~~Ct

EMPLOYEE LETTER

(LETT~RKEAD OF EMPLOYEE RCPRESENTATIVE 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-OOCL)

As you know, Sears Canada Inc. and certain of its subsidiaries and affiliates (collectively, 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") .

fn connection with the Sears Canada Entities' CCAA proceedings, Ursel Phillips Fellows

Hopkinson LLf' ("~rr~pboyee €2e~prese~tat~ve ~au~~scl"} was appointed to r2pr~sent 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

f~ttta:.~lwww.u~,>ft~~law.cal~r~as-of-r~r~cfi~.:;1s,~G~~rs->>~n~Eia-ern~~fo.yt t 5-<3n~i ic~r~n~iF~r-t.mr~l ~yc ~;;-

The purpose of this letter is to inform you that on [December 8], ?_Q17, 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 anon-unionized Active

Employee or Former Employee of one of the Sears Canada Entities (an °Employee°), you fat!

into one of the categories of such exempted persons.

Pease be advised that the current Claims Process does nat include claims of Employees.

Employee claims wilt be dealt with through a se arate Em to ee Claims Process (as

described below). That i~ciudes any claims you may have against the directors and officers and

claims no# related to your compensation.

To be clear, fliere 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 Dave against

the Sears Canada Entities or their respective current and former directors and officers.
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Emc~iovee ~iairns rrocess

Employee Representative Counsel is currently working with the Sears C~3nada Entities and [he

Monitor, among others, to develop ~ separate claims procEss (the °Employee Claims

Process"), to address all cl~irns (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 ~ntitlemer~ts and other post-employment benefits. Any claims against the directors

and/or officers of fhe Sears Canada Entities that you may have as an Employee will also be part

of the Empi~yee Claims Process. Ire addition, if you have a claim against the Sears Canada

Fntitic:,s for a rr~after not related to your compensation, that claim will also be dealt with througf~

the Employee Claims Process. ~

Additional information wil! be made a~~ailable to you as this process continues. For now, the only

action you rn~3y need to take is to advise the Monitor and/or Employee Representative Counsel

ofi a change of address.

Once the Employee Claims Process has been established, the Monitor will provide information

regarding the process and any dairr~s forms to be filed thereunder to you. This inforrr~atior~ will

also be available on the Monitor's website at cfcanada.fticonsultinq.corn/searscanada/. At

present, it is difificult to estimate when the Employee Claims Process will be estak~lished but it

should be over the course of the next two to three months. We would also recommend checking

the Monitor's website (cfcanada.fticonsultinq.com/searscanada/} periodically/monthly.

If you have any questions with respect to any of the above information, please contact us at our

toll-free number at 1-844-B55-II352 or our email at SearsCanadaEm to ees u fp hlaw.ca.

Yours truly,

Cirsel Phillips Fellows Hopkinson LLP

Susan Urse!

2
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PEN510NER LETTER

Deccrnber ~, 2017

Via Regular Mail

Dear Sir/Madam:

Andrew J. Hatnay
ahatnay@kmlaw.ca

Ite: Sears Canada Inc. and ce~-tai❑ of its subsidiaries and af~fifiates {c~l~ectively, "Sears Ca~~ada
")

Represenlatiox~ of Noi~-Union L~nployees azid Retirees with Pension acid O~'~I3
 Et►titlements in

Sears C'anada's proceedi►~hs (the "CCAA ~'roccedit~bs") uncjer fhe Co»~panies~' Creditors

Arrangei~netzt Act, R.S.C., 1985, c. C-3G (lhc "CCAA")

Out- File No. 17/1312

We are the Representative Counsel to Ken Eady, Larry Moore, and Wiliam
 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 benefiks and o
ther post-employment benefits such

as health beneTits, life insurance; and supplemental pension {collectively, "t~P~~s") in the CCA,q Proceedings.

For the purposes of this letter, the non-union employees and retirees sha
ll be collectively referred to as the

"Pensioners".

We are writing further to our letter dated July 26, 2017 to provide informat
ion on the claims process (the

`CPaims Process") that Sears Canada established and the Court recen
tly approved. The purpose of this

Claims Process is to identify and determine claims from creditors for amounts 
owing to ti~em by Sears Canada

an~i/or Sears Canada's current and farmer officers and directors.

Sfafus of the Sears Canada CCAA proceedings

On June 22, 2017, Sears Canada obtained Couri protection from its creditor
s under the CCAA. At the same

time, the Cou~~t appointed FTI Consulting Canada (nc. as the Monifor. Gener
ally, the Monitor's role is to monitor

and regularly report to the Court and stakeholders on Sears Canada's ac
tivities 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. Sear
s Canada is not restructuring to

continue as a viable company. Instead, on October 13, 20'17, Sears CaT~ada brought a motion before t~
~e

Court for approval that it liquidate its remaining inventory. The Court appr
oved the liquidation. Sears Canada

has begun tf~e process of liquidating the inventory in all of the remaining s
tores and selling all of its other

assets. Sears Canada is continuing with the store liquidation process through Janu
ary, 2018.

(other than senior management of Sears Canada and any person who opted out 
of representation by Kos!<ie Minsky

LLP)
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7:he General C/airx~s Process

During the Gaims Process, the Monitor will accept Bairns from creditors (subject io certain e
xernptions) for

amounts they claim to be owing by Sears Canada and/or Their current and former directors e
nd 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 cla
im has either been

accepted or revised or disallowed in whole or in part. The claims of creditors tf~af have been revised or

disallowed will have the opportunity to respond further, after which the Monitor and Sears Ca
nada may re-

consider the claim or attempt to settle the claims} with tt~e creditor. If a resolution cannot he reached, the

dispute may be referred for adjudication try a Claims Officer who will decide the issues 
in dispute and render a

decision. A creditor may appeal a decision of a Clairrzs Officer. The process is intended to ciete
rr~~ine the tota{

amount of debts owed by Sears Canada to its creditors.

7"he ferture Pensionter Claims Process

The Claims Process that is currently underway is for general creditors of Sears Canada and 
does__not inc:l~ade

claims for amounts owing to pension plans or to Pensioners in relation to pension bene~its
 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 OPF_Bs. Koskie Minsky LLP as Representative Counsel will work with its actuarial

advisors and other parties to ensure that these claims are appropriately valued and submitt
ed in the Pensioner

Claims Process. We will provide further information about the Pensioner Claims Process onc
e that process

has been finalized and commenced. A similar process is also being developed in respect 
of ernnloyee-relate

claims.

As a Pensioner, you do not need to make individual claims related to your pension benefits or
 QPEBs at this

time. In addition, any claims you may have against the directors end officers, or claims yo
u may have that are

not related to your pension or OPEB entitlements, will be Beall with in the separate Pension
er Claims Process.

At this time, there is no need for you to take any action in connection with the current Gaims 
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

uvww.kmlaw.ca/searsrepcounsel for information.

If you have any questions or concerns, call cur toll-free hotline at 1-800-244-7120, or e-mail us at

searsrepcounsel@kmfaw.ca.

We trust the above is helpful. We wish you the best for the holiday season

Yours truly,

KOSKlE MttVSKY LLP

Andrew J. Hatnay

AJH:vdl

cc. Client Committee
Amy Tang, Barbara Walancik, Natercia McLellan (Cor~imunications Manager), Koskie Minsky t.LP
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sCHE~U~EK

NOTICE OF CONSTRUCTIQN CLAM

FOR CLAIMS AGAINST THE SEARS CANADA ENTITIES ANDIOR THEIR

DIRECTORS AND OFFICERS

TO: [INSERT NAME AND ADDRESS OF CONSTRUCTION CONTRACTOR AND/OR ITS

COUNSEL}

f~
Claim Reference Number:

General Description of

improvement including Project /

Store Location:

df applicable, Preservation and

Perfection Dates (with
registration nos.):

If applicable, Amount of ~ien(s)

registered on title:

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 the"sr respective

Directors and Officers, which was approved by the Order of the Ontario Superior Court o
f

Justice (Commercial List) in the Companies' Creditors Arrangement Act proceedings of the

Sears Canada Entities nn [December 8], 2017 (the "Claims Procedure Order"). Capitalized

terms not defined herein have the meanings ascribed to them in the CEaims Procedure Order. A

copy of the Claims Procedure Order can be obtained from the website of FT1 Consulting

Canada lnc., the Court-appointed Monitor of the Sears Canada Entities (the "Monitor"), a
t

cfcanada.fticonsuftinq.com/searscanacla/.

Ae:e:~rding 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

Consfruction 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 Cfaim"

also includes any D&O Claims) relating thereto.

The "Sears Canada Entities" are Sears Canada Inc., Gorbeil Elec[rique Inc., S.L.N
. Transport fnc., The Cuf Inc., Sears Contact

Services Inc., Initiuni Logistics Services Inc., Initium Commerce Labs Inc., I
nitium Logistics Services Inc., Indium Commerce Labs

Inc., fnitium Trading and Sourcing Corp., Sears Fioor Covering Centres Inc., 
17347G Canada Inc., 2497059 Ontario Inc., 6988741

Canada lne., 100'i 1771 Canada Inc., 159?_5F30 Qntario Limited, 955041 f~lb
erta Ltd., 4201731 Canada Inc., 168EtF;6 Canada Inc.,

3339611 Canada Inc ,and SearsConnecl.
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Speci~ic Amount

Debtor

i

~$

~g

Total: ~ $

Against a
Canada
under
provisions
applicable
Provincial

Legislation

Sears
Entity
ir'ust

of

Lien

Type of ~orzstruciio~~ Clairrr

Against a
Director Or
Officer under
trust provisions
of applicable
Provincial Lien
Legislation

Secured by
registration of a
builders' or
construction Tien,
or by any
sec«rity held in

connection with

a Vacated or
Discharged Lien

Unsecured
portion of

Construction

Claim

" Amount is in Canadian Dollars. All Construction Claims in an original cun~ency other than Canadian

Dollars are converted to Canadian Dollars using the Bank of Canada exchange rate on Jung 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 Claims) relating thereto), you are not required to respond to this Notice of Construction

Claim. !f there is disagreement with the determination of the Construction Claim as set out

f~Prein, yc~~s rniast rom~lete tf~e enclo~ect t~!oticL of Dis~~~ti of Cersst~~l~~tie~n Claim ueic~

deliver such executed Notice of Dispute of Construction Giaim to the Monitor such that it

is received by the Monitor by 5:00 p.tn. (Toronto time) on February 15z 2U'i8 (the

"Construction Claims Sar 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 ora3} 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. you are to dis~~.~te the above

Construction Claim on behalf of yourself and any Conn~eted Si.ab-Contractor wiil~ res~~ect to any--- - —_
disputed amount_t~y submitting a Notice of Dispute of Cons#ruction Claim. For greater certainty,

no Connected Sub-Contractor shalt 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 s~ibmitted by the Construction Contractor.

As a result of the co-ordination ti~at will ae required between the Construction Contractor and

the Connected Sub-Contractors, the Claims Procedure Order reauires you, as the

Construction Contractor, to send as soon as possible a copy of both your Notice of

Construction Claim and tf~e enclosed Construction Sub-Contractor Instruction Letter to all

Construction Sub-Contractors ire a direct contractual agreement or engagement with you in

connection with the relevant improvement and ensure that every Consta~~ictior~ SuEa-

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.



235

!f a ~o„~pl~te~ ~7ot~ce o; flispute ~f Co~~structia~~ ;;lai~~ ~r respect of the Carostruetiar

Claim set out in the Notice of Construction Claim is ~~ot received by ttie Monitor by 
the

Construction Claims Bar Date, then both you and aU Connected Sub-Contractors
 in

connection with the relevant improvement s}iall be deemed to have accepted the

Construction Claim set out therein, and no such Construction Claimant shall have 
any

further right to dispute tl~e 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 Cons
truction

Claim on behalf of yourself and all Connected Sub-Contractors, it is your responsibilit
y, as the

Construction Contractor, Co dive each Connected Sub-Contractor the opportunity to determine

and negotiate with you, any rights they m~~y have with respect to the Construction Claim 
and

incorporate it into t~~e Notice of Dispute of Construction Claire.

IF A NOTICE OF DISPUTE OF CONSTRUCTION CLAIM IS NOT RECEIVED BY 
THE

MON(T~R WlTHfN THE PRESCRIBED TIME PERIOD, THE CONS7RUCYION CLAIM 
AS

SET OUT fN THE NOTICE OF CONSTRUCTION CLAIM WILL BE BINDING ON YOU A
ND

ALL CO~INEGTED 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 Cfaim, you must include your whole Construction Cfai
m in the

~!otice of Disp~.ite of Construction Claim. ff yon! (or any other Person, including any Connec
ted

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.

~arastruction ~ontracfors requiring further information or claim documentation, or mho w
ish

to submit a Notice of Dispute of Construction Claim to the Monitor, may contact the 
Monitor at

the following address:

FTl Consulting Canada Inc., Sears Canada Monitor

TD Wat~rtiouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1 G8

Attention: Sears Canada Claims Process

Tel.: 416-649-8113

Toll Free: 1-855-649-8113

Fax No.: 416-649-8101

Email: seal-scanada(a~fkiconsultinq.com

DATED at Toronto, this day of December, 2017.
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SCNEDULEL

NOTICE OF DISPUTE OF CONSTRUCTION CLAIM

FOR CONSTRUCTION CLAIMS AGAINST THE SEARS CANADA ENTITtES~

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], ?_017 (the "Claims Procedure Order") or the Notice of

Construction Cfair7i. A copy of the Claims Procedure Order can be founc! on the Monitor's

website of cfcanada.fticonsultinc~.comisearscanada/_

{A) P~4RTIC[JLAR5 OF CONS~'RUCTIC~~V CONTRACTOR

~uli Legal Name of Consir~fction
Contractor:

Full Mailing Address of Construction
Contractor:

Telephone Number of Construckion
Contractor.

Facsimile Number of Construction
Contractor:

E-mail Address of Construction
Contractor:

Attention (Contact Person}:

(B) PARTICULARS OF CONSTRUCTION SUB-CONTRACTOR, IF APPLICABLE

(i) Does a Canstrucfion Sub-Contractor at any 3evel in connection with the relevant

improvement dispute the Construction Claim as set out in the Notice of

Construction Claim? Yes ❑ No ❑

{ii) If yes, attach documents evidencing (a} such Construction Sub-Contractor's

refationshi{~ fo 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., CorUeil Electrique Inc., S.LH. Transport Inc., The Cut Inc., S
ear, Contact

Services Inc., Initiiim Logistics Services Inc., Initium Commerce Lads Inc., INtium Logistics Services Inc., Init
ium Cornrnerce Labs

Inc., Inilium Tradir~a and Sourcing Corp., Sears Floor Covering Centres Inc., 173470 Canada Inc., 2497089 O
ntario fnc., 6988741

Canada Inc., 10011711 Canada Inc., 15925£0 Ontario Limited, 955041 Alberta Lld., 4201731 Canada Inc., 1
68886 Canada Inc.,

3339611 Canada Inc_, and SearsConnect
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ronnecfion 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 tf~e Constfuction COntl-~C~Of". I~ there is

insufficient space below for such particulars, inci~ade them in a separate

attached schedule.

Full Legaf Name of Construction Sub-

C;ontractor:

Fuil Mailing Address of Construction

Sub-Contractor: _ _ ___---- _ ._._..-__

Telephone Number of Construction Sub-

Confractor:

Facsimile Number of Construction Sub-

Contractor:

E-mat! Address of Construction Sub-

Contractor:

Attention (Contact Person):

2 DiSPU7E (~F CLAtM AS SET OUT (N NOTICE OF C~t~S7RUCTiON CLAIM

The Construction Contractor on behalf of itself and all Connected Sub-Contractors

hereby disagrees with the value of the Construction Claim as set o~.if in the Notice of

Construction Claim dated end asserts the following

Construction Claim as set out in the following table:

(insert particulars of your Claim as per the Notice of Construction Claim, and tine value of your

Construction Claim(sJ as asserted by you}

Type of Construction Name of Specific Debtor Amount set out in Notice of Amount claimed by

Claim Claimed Against Construction Gl~im Construction Contractor on

behalf of itself and all
Connected Sub-Contractors

A. Against a Sears $ $

Canada Entity under trust

provisions of applicable
Provincial lien Legislation

B. Against a Director or $ $

Officer under trust
provisions of applicable
Provincial Lien Legisiakion



Iii ~

C `ecured by reg~slralion
of ~3 i~uilders' or
cons(ruclion lien, or by
any security Held in
Cc~r'1nc;C(iOn with 2 VaGalcd
or D+scharoe~d Lien

D. Unsecured por?ion of
Construction Claim

E. T~f~l Cl~~irri

REAS(~~iS FOR D1SPfJTE

(Provide full p~rticulai , below as to the r~aso~a why the Consfrucfion Con!ractvr on behalf of
itself and all Connected Sub-Contr~cto~:s dispute., tt~e assessmen! of ifs Cor~str~rction Giaim(s)
~s sei out in the Notice of Construction Claim, and provide all supporting doc~unenlation. Thrs

includes, without limitation, amounts, description of trans~ction(s) or agreements) giving rise to
tine Construction Claim(s), name of any guarantors) which has guaranteed the payrnen( of
Construction C/aim(s), and any amount allocated ff~ereto, the date and number of ill invoices
and supporting documentation, partic~.rlars of all credits, disco~.in(s, etc. chime«`, the fulf
particulars of each person for whom the services or rnaterials were provided to by a green
Construction C(armant related to the Cor~strucfion Clairn, a brief description of (he services or
materials supp(ind by each Construction Clairnanf, each contract price er subconhact price, the
date of each Construction Claimant's date of (asf supply, copies of each contract/subcontract at
issue including any change orders, amendments; and purchase orders or other re/afed
documents. The particulars provided must stippat the value of the Ca~struction Clairn(s) as
stated by you rr~ section 2, above.)
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DATED this day of ___ , 2~_

(Print name of Construction Conlr~ctor, or, if (he
Construction Contractor is a corporation, the
name of the Construction Contractor a~~d the
name of the authorized signrnc~ officer o(the
corporaflon that is exea~ling this No(ice of
Dispute of Construcfion Claim.)

(Signature of Construction Contractor, o,~ if the
Construction Contractor is a corporation; the
signature o(the authorized signing of(rcer of the
corporation that is executing this Notice of
Dispute of Constructio~~ Claim.)

i l.is Nc~ti_:=~:_c~f C~is~~u~~. c;f Gans~ti~~~e_.ii~n Ci~im MUS i b~ s~ihmittr~d try th~~ fVlor7it~r at if~~r-; bnlcaw

~~ci~r:lress t:~y r~o later than 5:U0 ~.E71. (Toronto ti~t7e) ran February 95, 201$. Delivery to tf~e

fvlonitor may be made by ordinary prepaid mail, registered mail, courier, personal delivery,

facsimile transmission or email to the address below.

FT( Cansufting Canada Inc., Sears Canada Monitor

TD Waterhouse Tower
79 Wellington Street West
Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1 G8

Attention: Sears Canada Claims Process

Fax No.: 416-649-8101
Email: searscanada(a~fticonsultinq.com

In accordance with the Glaims Procedure Order, notices shall be deemed to he received by

the Monitor upon actual receipt thereof by the Monitor during normal business hours on a

Business Day, or if de4ivered outside of normal business hours, on the next Business Day.

IF A Na i ICE OF DISP~J"fE OF CONS~RUC`~IOtV CLAIM IS NOT RECEIVED BY THE

MONITOR WITHIN THE PRESCRIBED TPME PERlQD, THE CONSTRUCTION CLAtM AS

SET OUT IN THE NOTICE OF CONSTRUCTION Cl..A1M V1t1LL BE BINDING ON YOU AND

ALL CONNECTED SUB-CONTRACTORS.

7
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SCHEDULE M

fNSTRUC710N 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 Cou~1 of Justice (Commercial List) (the "Court"
)

issued ~n order (the "Claims Procedure Order") in the Canpanies' Creditors Arrangem
ent

Act proceedings of the Sears Canada Entities, commencing a claims procedure (khe "Gfaims

Process") for the purpose of identifying and determining, among other things, afl Construction

Claims against the Sears Canada Entities and/or their respective Directors and Officers.

Reference should be made to tl~e 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 tf~e holdback under

such legislation;

(b) Claims secured in whole or in part by the registration of a builders' lien or

consiruction lies u~,dei suci~ legislation against any real property that teas 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 terns not defined herein Dave the meanings ascribed to them in the Cl
aims

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 Seers Canada Entities, at

cfranada.fticonsultinq.com/searsca~~ada/.

You have received this letter because, as indicated by the enclosed Notice of Construc
tion

Claim, you have been identified as a Construction Contractor with a Construction Claim.
 This

letter provides general infori7~ation about the Claims Process as related to Construction

Claims, the obligations of Construction Contractors thereunder, and instructions for 
completing

a Notice of Dispute of Construction Claim form.

CLAIMS PROCESS, OBLIGATIi7NS, AND INSTRUCTIONS TO CONSTRLJCTfON

COIRTRAGT~F~~

If you, as the Construction Contractor an behalf of yourself and all Connected Sub-

Contt-actors, disagree with the assessmen# of the Construction Claim as stated in a Noti
ce of

Construction Claim, You must com fete the Notice of Dispute of Construction Claim in

accorcl~~nc~ ~~~iti~ the' ~7uici~;lines hc;rein and df;liver the ~xecukec:l Nn[icr~ oaf C)i ,~u~ to of

TYie "Sears Canada Enli[ies" are Sears Can~cf~ Inc., C:orl~e~il ir:le~:IrquF: Ine.,
 S.L.H. Tl~ns~>or4 Inr_. ~i-i~e t:,ut Ina, Sears Contact

Sen~ices Inc., Initium Logistics Services Inc., lruliu~u ~:;uri7r~,:~~rrr-. L~ibs Iran, infti~.ini l.r~ris~
ir,.s S=~n~icrs inr.., Initium Commerce Labs

Inc., Initium Trading and Sourcing Corp., Sc~~r~ (~I~~o~ Gc v~,
rirsc~ C;(:ntre~; Inc., 1 r 3<I70 Gasnada I ~c. `'491[~~?<~ Ontario (nc., 6988741

Car2ad~ Inc., 100'117 9 Canada Inc., 159?_5~3C~ t_;rn _grin L.im~1. c1, !~; .>Od~l ~;Ih~,u 
tis: 1_t~(.. ~12D i %?1 r „~,:,~~, Inc., 16II8F36 Canada Inc.,

3339611 Canada Inc., and 5earsConncct.
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Construction Claim to 1i~e Monitor such that it is received by no later than 5:00~_m. (Toronto

time) on February 15. 2018 (ihe "Construction Claims Bar Qafe")

Please note that a Construction Contractor's Construction Claim in relation to a given

improverneni is deemed to include the Construction Claims of the Construction Contractor and

Ali Construction Claims of any and all Construction Sub-Contractors under an agreement

(written or oral} or otherwise engaged by the Construction Contractor or any other

Construction Sub-Contractor at any level in connection 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.

/~s a result of the co-ordination that will be required between the Construction Contractor and
the Connected Su~~-Contractors, the Claims Procedure Order requires you, as the

Cons#ruction Contractor to send as soon as possible a copy of both your Notice of

Construction Claim and the enclosed Construction Sub-Contractor Instruction Letter #o all

Construction Sub-Contractors in a direct contractual agreement or engagement with you in

connection with the relevant improvement and take steps to ensure tha# every Construction

Sub-Contractor sends as soon as possible a copy of both your Notice of Construction Claim

and a construction Sub-Contractor irstruction Letter to all Construction Sub-Contractors with

whom they are in a direct contractual agreement or engagement with in connection with the
relevant improvernent.

If a completed Notice of Dispute of Construction Claim in respect of the Construction Cfaim 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 andlor ttleir 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 Connected Sub-Contractor the oppo~~funity to

determine and negotiate with you, any rights ii~ey may have with respect to the Construction

Claim and incorporate it into the Notice of Dispute of Construction Claim.

IF A NOTBCE OF DISPUTE OF CONSTRUCTION CLAIM IS NOT RECEIVED BY THE

MOfVETOR WITHIN THE PRESCRIBED TIME PERIOD, THE CONSTRUCTION CLAfM AS
SET (~t~T IN TI-I~ N~1"I~E OF ~~?~ISTRUCTI~N CLAIM WILL BE BINDING ON YOU AND

r^~LL ~~3~i+l~CT~Ci ~vI3-~`~iv r RAC i a c~.

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 7 G8

Attention: Sears Canada Claims Process
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Tel.: 416-649-817 3

Toll Free: 1-355-649-8113

Fax No.: 41 G-649-8101

Email: searscanada~a?fticonsultin~.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 fo the headings of the Nolice of Dispute of Construction Claim.

SECTION 7 (A) —PARTICULARS OF CONSTRUCTION CONTRACTOR

Enter the reference numaer of the Construction Claim as indicated at the top of t(~e

Notice of Construction Claim.

The ful! legal name of the Construction Contractor and its current particulars must be

provided.

3 !f the Construction Contractor operates under a different name or names, please

indicate this in a separate schedule in the supporting documentation.

SECTIC)N 1(B) — PARTICULARS OF CONSTRUCTION SUB-CONTRACTOR, fF

APPLECABL.E

!f a Construction S~!b-Contractor at any level in connection with the relevant

improvement rJisputes 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 fuN contact particulars in the table below of such

Construction Sub-Contractor and each other Construction Sub-Contractor in the

co~~tractua! "chairs° beEween 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 nar7ie of each relevant Construction Sub-Contractor and its current

particulars must be provided.

If 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.

SECI"BON 2 — D1SPtJTE OF CLAIM AS DETERMINED IN ~IUTICE OF CONSTRUCTION

C LA1 M

Indicate both the amo~mt set out in the Notice of Construction Claim and the amount

asserted by you, as the Construcfion Contractor and on behalf of all Connected Sub-

Contractors, for each Construction Claim: (i) Ugainst a Sears Canada Entity under trust

provisions of applicable Provincial Lien Legislation, (ii) against a Director or Officer

under trust provisions of applicable Provincial Lien Legislation, (iii) secured by

registration of a builders' lien ar construction lien, or secured by any security held in

connection with a Vacated or Discharged Lien, and (iv} to ff~e extent applicable, any

unsecured portion of such Construction Claim.

2 Each specific Sears Canada Entity, Director or Officer claimed against must be named

in the appropriate column.

11



3 If tfie ~:~mount claimed is in a currency other than C~.~nadian dollars, please indicate this

in the t~~ble.

4 If necessary, c,«rrency 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 ~s

set out in the Notice of Construction Claim. (f 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

transactions) or agreements} giving rise to the Construction Claim(s), name of any

guarantors) which has guaranteed payment of the Construction Ciaim(s), and any

amount allocated thereto, the date and number of al! invoices and supporting

documentation, particulars of all credits, discounts, etc. claimed, the ful! particulars of

each person for whom the services or materials were provided to by a given

Construe#ion 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 G!aimant's date ~f last sGpply, 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 par-ticufars 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 tl~e Person

submitting the Notice of Dispute of Construction Claim.

FILING C3F NOTICE OF ~6SPUTE OF CC~NSTRUCTlON CLAIM

The Notice of Dispute of Construction Claim MUST be received by the Monitor on or before

5:t)0 p.r~n. { l~~rr~nlo iirn~) vn the C~~nstri.~i;ticsn Ci~iin~s (3ar C~~ite of F=t ?:,ru~~ry 1;~,_?01_~ 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 2070, P.O. Box 104
Toronto, Ontario M5K 1 G8

Attention: Sears Canada Claims Process

Fax No.: 416-649-8701
Email: searscanada(cx~.fticonsultinq.com

PF A NOTICE OF DISPUTE OF CONSTRUCTION CLAIM !S NOT RECEIVED BY THE

MONITOR Wli"f-!{N THE PRESCRIBED TIME PERIOD, THE CONSTRUCTION CLAIM AS

SET OUT fN THE NOTICE OF CONSTRUCTION CLAIM WILL BE 81NDfNG ON YOU AND

ALL CONNECTED SUB-COhlTRAGTORS.

12
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SCNEDULE~

INSTRUCTION LETTER FOR CONSTRUCTION SUB-CONTRACTORS

REGARQING CONSTRUCTfON CLAIMS AGAINST THE SEARS CANADA ENTIT[ES

AND/OR THEIR DIRECTORS AND OFFICERS'

CLAfMS 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 ~ claims procedure (the "Claims

Process") for the purpose oT identifying and Determining, among other things, aif Construction

Claims against tt~e Sears Canada Entities and their respective Directors and Officers.

Reference should be made to the Claims Procedure Order far 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 I~gislation 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 tha# 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 FT1 Consulting Canada

1nc., the Court-appointed Monitor (tfie "Monitor"} of the Sears Canada Entities, at
cfcanada.fticonsultinq.comisearscanada/.

You have received this letter because you have been identified as a Construction Sub-

Contractor who has supplied services or materials or worl~ to an improvement to real property

that has been or is owned or leased by a Sears Canada Entity (the "improvement"), AIVD 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 ik 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 Irr~provement are accounted for in the

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 Ser~~ices Ina, fnitium Commerce Labs

Inc., {nitiurn Trading and Sourcing Corp., Sears Floor Covering Centres Inc., 173 470 Canada Inc., 2497089 Ontario Inc., 6958741

Canada Inc., 100117 i Canada Inc., 1592580 OnLano L_imiled, 955041 Alberta Ltd., 4?01731 Canada Inc., 168886 Canada Inc.,

3339611 Canada Inc., and SearsConnect.
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Construction Claim of tf~~e Constri.iction Confractor (i e., the party whc~ has the direct contractual

relationship with one of fhe Sears Canada Entities) in ref~3tion io that Improvement.

RESPONS181LIT1ES OF CONSTRUCTION SUB-CONTRACTORS IN CLAIMS PROCESS

~s a part of the Claims Process, the Construction Contractor relevant fo the improvement has

rer.,eived a Notice of Construction Ciaim indicating the Construction Claim (including any D&O

Cla+m relating thereto} as valued by the Sears Canada Entities, in consultation with the Monitor.

Please note that, under the Claims Proced~~re 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 Contractor; 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 to

the Monitor such that it must be received by no later fhan 5:00 p.m. (Toronto time) on February

15, 201£3 (tire "Construction Claims Bar Date"). However, it is the Construction Contractor's

res~onsibility (and not you or anv other ~nnnc.r tecl Sub-Contractor) to submit a Notice of

Dispute of Construction Claim to dispute the Construction Claim. For grater certasnty, neither

you nor any other C~nstructian Suva-Contractor is required to submit a separate Notice of

Dispute of Construction Claim in respect of its Construction C(aim 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. Plea~~ ~ortact tf~e

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 Clairal if a Notice of Dispute of Constructioaa Claim is not submitted by the

Construction Contras#or).

If a Notice of Dispute of Construction Claim is not received by the Monitor by the Construction

Gaims Bar Date, then alt 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 res~onsibility as a Construction Sub-Contractor to contact the Constriction

Contractor directly to:

(a) deferrr~in2 and negotia~2 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 Constructio~~ Claim sent to

the Construction Contractor, or in a Notice of Dispute of Construction Claim to be

submitted by the Construction Contractor witf~in the prescribed time period.



Note That the Claims Pracedur~ Order further recauires vou, rig a Constructio~~ ~ub-

Contractor, to send as sr~c?r~ as ~~c><ss~k>l~; a co~~y of the Notice n( 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

Consfiruction Contractor, but may also contact the Monitor at the fallowing address:

FTI Consulting Canada lnc., Sears Canada Monitor

TD Waterhouse Tower
79 Wellington Street West

Suite 2010, P.O. Box 104
Toronto, Ontario M5K i G8

Attention: Sears Canada Claims Process

Tel.: 4 ~ 6-649-8113
Toll Free: 1-855-649-817 3
Fax No.: 416-649-8101
Email: searscanad~ (c~fticonsuiting.com
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Court File No. CV-17-11846-OOCL

ONTARIO

SUPERIOR COURT OF JUSTICE

\o~, c v u R r ~F
~e
~ T H N BLE MR.

EH~ Y

~~r~ v
J'GA ~~;ii77~ Jc'̀\

COMMERCIAL LIST

THURSDAY, THE 22nd

DAY OF FEBRUARY, 2018

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENTACT, R.S.C. 1985, c. C-36, AS AMENDED

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

QUEBEC INC., 191020 CANADA INC., THE CUT INC., SEARS
CONTACT SERVICES 1NC., iNITIUM LOGISTICS SERVICES
TNC., INITII7M COMMERCE LABS TNC., INITILTM TRADING
AND SOURCING CORP., SEARS FLOOR COVERING
CENTRES TNC., 173470 CANADA 1NC., 2497089 ONTARIO
INC., 6988741 CANADA INC., 1001 i 711 CANADA INC.,
1592580 ONTARIO LIMITED, 955041 ALBERTA LTD.,

4201531 CANADA 1NC., 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 the Companies' Creditors

Arrangement Act, R.S.C. 1985, c. 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 SeazsConnect (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 counsel 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

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 ofthis Order the following terms shall have

the following meanings:
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(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;

(c) "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 l4, 2017, and (ii) the Amended and Restated Agency Agreement

between Sears Canada Inc. and the Agent dated October 10, 20l 7;

(d) "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;

(e) ``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-1 7-1 1 846-OOCL;

(g) "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;

(h) "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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(i) "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;

(j) "Claims Officer" means the individuals designated by the Court pursuant to

paragraph 70 of this Order;

(k) "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;

(1) "Claims Procedure Order" means the Claims Procedure Order issued by the

Court on December 8, 2017, as may be amended from time to time;

(m) "Court" means the Ontario Superior Court of Justice (Commercial List);

(n) "CPO Claim" means any General Creditor Claim, Construction Claim or

Intercompany Claim (each as defined in the Claims Procedure Order);

(o) "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 cerCainty, 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);

(p) "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;

(q) "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;

(r) "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;

(s) "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;

(t) "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;

(u) "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;

(v) ``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;

(w) "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;

(x) "Employee Representative Counsel" means Ursel Phillips Fellows Hopkinson

LLP;
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(y) "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;

(z) "Employee Representative Counsel's Website" means

http://www.upfhlaw.ca/areas-of-practice/sears-Canada-employees-and-fortner-

employees/;

(aa) "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;

(bb) "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;

(cc) "ERC Employee' means any Employee represented by Employee Representative

Counsel;

(dd) "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);



257

(ee) "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;

(f~ "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;

(gg) "Filing Date" means June 22, 2017;
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(hh) "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;

(ii) "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;

(jj) "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);

(kk) "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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(ll) "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;

(mm) "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;

(nn) "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. I of the CCAA, that may be asserted by the

Monitor;

(oo) "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;

(pp) "Monitor's Website" means http://cfcanada.fticonsulting.com/searscanada/;

(qq) "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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(rr) "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;

(ss) `'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;

(tt) "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;

(uu) "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);

(vv) "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;

(ww) "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);

(xx) ``Notice of Disallowance" means a Notice of Disallowance (Personal Information)

or Notice of Disallowance (Proof of Claim), as the case may be;

~yy~ "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;

(zz) "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;

(aaa) "Notice of Dispute" means a Notice of Dispute (Personal Information) or a Notice

of Dispute (Proof of Claim), as the case may be;

(bbb) "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;

(ccc) "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 Claitn) 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;

(ddd) ``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;

(eee) "Notice of Proposed Revision Bar Date" means 5:00 p.m. on May 7, 2018;

(fffj ``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;

(ggg) "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;

(hhh) "OPEB Entitlement" means any entitlement to health and dental post-employment

benefits and/or life insurance benefts, each as provided by any ofthe Sears Canada

Entities as apost-employment benefit;

(iii) "Order" means this Employee and Retiree Claims Procedure Order;
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(jjj) "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;

(kkk) "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;

(111) "Pension Ptan 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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(nnn) "Pension Representative Counsel" means Koskie Minsky LLP;

(000) "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;

(ppp) "Pension Representative Counsel's Website" means

https://kmlaw.ca/cases/sears-Canada/;

(qqq) '`Pensioner Representatives" means Bill Turner, Ken Eady and Larry Moore, or

such other representatives asmay beduly appointed by the Court from time to time;

(rrr) "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;

(sss) "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;

(ttt) "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;

(uuu) "PRC Retiree" means any Retiree with OPEB Entitlements who is represented by

Pension Representative Counsel;

(vw) "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) ``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;

(yyy) ``Proof of Claim Bar Date" means 5:00 p.m. on April 9, 2018;

(zzz) "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;

(aaaa) "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;

(bbbb) "Request for Correction" means an Employee Request for Correction or a Retiree

Request for Correction, as applicable;

(cccc) ̀ `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;

(dddd) "Restructuring Period" means the period on or after the Filing Date;

(eeee) "Retiree'" means any Person with any (i) entitlements under the Sears Pension Plan;

(ii) 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;

(fff~ '`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;
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(gggg) "Retiree Benefit Claim Statement" means an individual claim statement,

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

for the calculation of Retiree Benefit Claims, as described in paragraphs 48 to 53

of the Penrice Affidavit and illustrated in Schedule "B" hereto;

(iiii) "Retiree Claim" means each ofthe 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;

(ii) 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;

(jjjj) "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

thins, 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;

(1111) "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 [nc. Registered Retirement Plan

(Reg. #0360065), a pension plan registered under the Ontario Pension Benefits Act,

R.S.O. 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, anon-registered supplemental pension plan maintained to provide enhanced

pension benefits to eligible members ofthe defined benefit component ofthe Sears

Pension Plan that are not provided under the Sears Pension Plan;

(gqqq) "Supplemental Plan Claim" means any right or claim against the Sears Canada

Entities ar 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 entitlements);

(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 ofemployment-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.
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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 proceedinbs, 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.

1 1. 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 behal fl by the Notice of

Proposed Revision Bar Date;

(c) 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

E~~ployee's behal f 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

(d) 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 behal f 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

l 3. THIS COURT ORDERS that the Retiree Benefit Claims Methodology is hereby approved.

14. 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 Counse] 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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(a) the Retiree Benefit Claims Methodology shall be final and binding on all PRC

Retirees;

(b) 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;

(c) 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

(d) 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 shall 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 Lifeti~r~e 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.

l9. 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 al~y 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&O 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

(fl 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) any Supplemental Plan Claims submitted by Pension Representative Counsel shall

be final and binding on all Retirees represented by Pension Representative Counsel

who have entitle~~nents under the Supplemental Plan;

(b) 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 Pian before the Proof of Claim

Bar Date;

(c) no Retiree represented by Pension Representative Counsel shall directly or

indirectly assert, advance, re-assert or re-file any Supplemental Plan Claim; and

(d) 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) enrage 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 ofthe performance oftheir 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. TH[S COURT ORDERS that all unionized Retirees shall be represented by Pension

Representative Counsel pursuant to the Pension Representative Counsel Order none pro tune,

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 nay, 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 SLiperintendent 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.
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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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4l . 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 Information 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. If 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 confined in

all respects, sha11 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 Information 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 Clai~~ 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. TNIS COURT ORDERS that: (a) if a Non-ERC Employee (or a Union Representative on

behalfofa Unionized Employee) disputes the application ofthe 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 deten~ine 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 Clain, Supplemental Plan Claim, Other Employee Claim or Other Retiree

Claim, including any D&O Claim relating to any of the foregoing, shall ale 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. TNIS 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 Claims) or D&O

Claim(s);

(c) 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 Claims) 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.



-42-

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:

(a) 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 ProofofClaim submitted in accordance with this Orderand 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



295
.,

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, ~~ay 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. lames 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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(l0) 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 ofa 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 nay 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 ofthe 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 MSK 1 G8

Attention: Sears Canada Employee and Retiree Claims Process
Email in respect of Employee Claims: SearsEmployeeClaimSite cr,fticonsulting com
Email in respect of Retiree Claims: SearsRetireeClaimSite(a~fticonsultin~ com
Fax: 416-649-81 O1

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 tnay

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

oz 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 oz Officers or other

Persons shall not be recovezable 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 ail 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 aza officer of this Court, as may be

necessary or desirable to give effect to this Ordez, to gz-ant 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 A~IN3'GRIT A TOROt~IT.D
Old /BOOK , 0:
LE / DANS LE PEGISTRE N0:

FEB 7 2 ~~j~g

PER /PAR:



303

____--. ___ _ ___
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~Viiliarr~ 2icha~d N~rk~r, swc,rn ~~fnre m~ at

'~~,'~,--Sfv-~°c'{~'_____, blew .Jersey, United States i

~~fi P.rnerica, can AGae~E~st 1f~, 2098.
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,,_ _,-~- --`` __.__ ~ K~ _ . _ ~-- __...__

(~ Notary Puw~ic in and {o. the Staff of New Jersey?
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Court File No.: CV-17-11846-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE ) THURSDAY, THE 26TH

MR. JUSTICE HAINEY ) DAY OF APRIL, 2018

IN THE MATTER OF THE COMPANIES' CREDITORS
4~ ~. ~ ~ p r of ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

`G

f ~ AND IN THE MATTER OF A PLAN OF COMPROMISE OR
!~~ ~ ARRANGEMENT OF SEARS CANADA INC., 9370-2751
`, ~, sr ' ~. ~ QUEBEC INC., 191020 CANADA INC., THE CUT INC.,
''.: ~~ -'~~ ~ ~ ,~~`~ SEARS CONTACT SERVICES iNC., INITIUM LOGISTICS

,~RtEU~E ~~' 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")

AMENDED LITIGATION INVESTIGATOR ORDER

THIS MOTION, made by Representative Counsel to the court-appointed

Representatives of employees 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 C-36, (the "CCAA") for an order appointing a Litigation

Investigator to identify and report on certain rights and claims of the Applicants and

SearsConnect (collectively, the__"Sears Canada_ En_tities'~ and/or _any credit_o_rs of the Sears

Canada Entities, was heard this day at 330 University Avenue, Toronto, Ontario.
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ON REAllING the Affidavit of William Turner sworn nn February 12, 2018 including

the exhibits thereto, the Affidavit of William Turner sworn nn 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 s~~orn nn 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 RepoX-t 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 Febrttaty 12, 2018:

1. THIS COURT OI2llERS that the time for service of the Notice of Motion and the

Motion Record hez•ein is hereby abridged and validated so that this Motion is properly returnable

today and hereby dispenses with fiu•ther service thereof.

2. THIS COURT OIZDF.,RS 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 Seats 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 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

creditors of any of the Sears Canada Entities may have as against any parties, including but not

limited to current and Cormet• directors, officers, shareholders and advisors of any of the Sears

Canada Entities (the "Mandate"). Far 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 f led pursuant to the Claims Procedure Order and E&R Claims Procedure O7'der

(defined below), however; the Litigation Investigator shall have no role in determining, advising

on, opposing, supporting, ar 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 Eznployce and Retiree Claims Procedure

Order• dated February 22, 2018 (the "E~iI2 Claims Procedure Order") and shall have no role in

the distribution or allocation of estate funds.

Liti~~ctio~z Investz~~rto~ Repo~~tzn~

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' Con~mititee 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 Seats Canada Entities or any creditors of the

Sears Canada Entities that should be pursued (if any); and

(U) 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

paz-ties;

(ii) 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 tights, claims or causes of action.

A confidential brief ng ("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 O.I2llERS that following delivery of a Report to the Creditors'

Committee in accordance with its Mandate, the Litigation Investigator• shall not take any further

steps without a further Order of the Couz-t. 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.
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The Committee

5. 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) landlords; (iv)

Hometown Dealers Class Action plaintiff counsel; (v) Morneau Shepell I,td._ in its capacity as

Administrator for the Sears Canada Inc. Registered Retiz•ement Plan; (vi) the Ontario

Superintendent of Financial Services as Administrator• of the Pension Benefits Gua~•antce Pund;

and (vii) such othe~~ 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.

h. THIS COURT ORDERS that each member of~ the Creditors' Committee (including any

alternates or replacements from the same stakeholder group as may be appoizited by an existing

member) may be a creditor itself or counsel/advisor representing that stakeholder interest, but in

either case each member shall execute a Con~dcntiality 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 infoi7nation

from the Monitor, the Litigation Investigator or any other member of the Creditors' Committee,



309
6

or to receive the Report. "I'he Litigation Investigator will meet with the Creditors' Committee at

least monthly, or such other times as inay 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. TgIIS COUPaT OILERS that the Monitor shall provide to the Litigation Investigator

(and, upon execution of appropriate Confidentiality Agreements; for delivery by the Litigation

Investigator to the Creditors' Committee) a confidential briefing regarding the "Transactions of

Interest" as identified in the Monitor's l lt~' Report to the Court (the "1VIonitor Briefing"). To

the extent that the Litigation Investigator• requests documents or information from the Sears

Canada entities and such requests at•e consistent with the Mandate (the "Additional Company

Informltion"), then, subject to satisfactory resolution of issues of privilege and confidentiality

(including any terms regarding sharing of information with the Creditors' Commrttee), 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 Briefing

pursuant to the teems of this Order shall be subject to common interest pz'ivilege and strict

confidentiality, and the Monitor is protected for so doing pursuant to section 142 of the Courts of

Justice Act (Ontario). The Sears Canada Entities' delivery of the Additional Company

Information pursLiant to the terms of this Order shall be subject to strict confidentiality, and the

Sears Canada Entities and their directors and officers are protected for so doing pursuant to

section 142 of the Courts of Justice net (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 Courl).

Notwithstanding the foregoing, any document provided by the Sears Canada Entities as part of

the Additional Company Information may be submitted by a party in receipt of such document to

the court undez~ seal for the purposes of resolving any dispute over whether such document

should be pz-oduced in litigation.

8. 'I'~IIS COURT ORllFI~S that the Monitor or the Sears Canada Entities, 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 OI2I)L'RS that prior to any production of documents by the Monitor or

the Seaa•s Canada entities to the Litigation Investigator to facilitate the fulfillment of the

Mandate, the Monitor or Sears 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 Seals Holdings Corporation;

(b) documents containing any coininunication by or to the ESL parties and/or Sears

Holdings Corporation and/or any current or former directors or officers of the

Sears Canada Entities (a "Current or Former l)&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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(c) documents containing communications between a law grin 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 Current

or Former D&O, whether alone or• as part of a joint retainer.

Hereafter, items a), b), and c) shall be refereed to collectively as the "Potentially Shared

Privileged Documents"). No waiver of any privilege shall hive occurred by the inadvertent

delivery of documents to the Litigation Investigator 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

intezid to produce any Potentially Shared Privileged Documents to the Litigation Investigator in

facilitation of the fulfillment of the Mandate, the Monitor or the Seats Canada Entities, as the

case may he, shall provide a list of such documents nn 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 patties ox determined by this Cotirt.

11. THIS COURT ORDERS that the Litigation Investigator shall create and maintain a

detailed list (including creation date, sender, recipient and subject) of those doctiment(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 certainly, any right, claim or cause of action

identified by the Litigation Investigator as capable of beiizg 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. TI-IIS COiJRT ORD~12S that the Claims Procedure Order is hereby 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 oi• 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 Entities

or• any Directors and/or Officers, which for• greater certainty shall include any Claiin

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, 20] 8)".

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 Officet•s, 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 def ned in an Order

of the Court dated March 2, 2018)".

Litigation Investigator Costs

15. THIS COURT' OR~~~2S that the Litigation Investigator shall be paid from the funds of

the Applicants its reasonable fees and disbursements, including the fees of airy counsel retained

by the Litigation Iuvestigatoz• iz~ respect of the Mandate, the anloun~ 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 made available to

the Creditors' Committee and, upon request of'the Court and subject to a sealing oz•der to protect

privilege and confidentiality, to the Court. Ix~ the event of any disagreemznt 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 Admii~isti•ative 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 disbuz•scments 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. T~IIS COTII2T 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 Sezvice List in these

CCAA proceedings, unless time for service is otherwise abridged.

19. 1 ~-IIS COURT f9Igi)EIZS 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 Cr-aditiors'

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 nut of gross negligence or wilful misconduct.

20. THIS COURT ORDERS that no action or proceeding 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 banla•uptcy order now or hereafter issued pursuant to the

Baf~kj•uptcy and Insolvency Act (Canada) (the "BIA") in respect of any of the

Applicants and any bankruptcy order issued pursuant to such applications; oi•

(c) any assignment in bankruptcy made in respect of any of the Applicants;



315
12

the provisions of this Order shall be binding on any Investigator in bankruptcy or receiver that

may be appointed in respect of any of the Applicants and any payments of fees and

disbursements made to the Litigation Investigator in accordance with this Order shall not be void

or voidable by creditors of any of the Applicants, nor shall any such payments constitute nor be

deemed to be a fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue,

or any reviewable transaction under the BIA or any other applicable federal or provincial

legislation, nor constitute oppressive or unfairly prejudicial conduct pursuant 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 to this Order and to assist the Litigation Investigator 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 Litigation

Investigator as may be necessary or desirable to give effect to this Order, or to assist the

Litigation Investigator in can~ying out the terms of this Order.

m
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__
This is E~hibi~ "J„ r'ef~rred to in fhe f~ffi~avit of

V~illian~ F~ichar~ Harker, sv~forn b~far~ me at

~, ~ -~ , ~(ew Jersey: United States__:~.~~~'. _ 5 tom.:,_

of America, on August 10, 201 ~,

. __,r ...,~ ~ ._-.-.L,_ ..~ `_., ---~ .. ~ ate._ w _
___ __

(6t ~'ota~y Nublic in end farth~ State of Na~v J~:rs~y}

JcF;tVi~' f=CJ,~'~'~y~;.~'7"~
i`JOTARY FUB~.1C 0~ NcW JERSEY~7~y Commission Fxoires d/27/2022
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From:

To:

Cc: Levine. Natalie; Buttery. Mary I.A.

Subject: Claim by former directors and o~cers of Sears Canada Inc. under XL Catlin D&0 policies issued to Sears

Canada Inc. and Sears Holdings Corporation [IWOV-LEGAL.FI02704142]

Date: Thursday, April O5, 2018 11:10:12 AM

Attachments: Notice of Potential claims (Sears Holdingg. D&0) March 14. 2018.PDF

Notice of Potential Claims FINAL March 8. 2018.PDF

Attachments to Sears Directors Claim Reportzio

Wind u~ order re Sears -March 29. 2018.PDF

Tammy,

Thanks for your call yesterday. I confirm that you are counsel to XL Catlin in its capacity as D&O

insurer of both Sears Holdings Corporation ("SHC") and Sears Canada Inc. ("SCI").

As discussed, please find attached the following items:

(a) 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 containing all of the correspondence and other claims notices that are referred to

in the documents mentioned in para. (a) herein.

Since the ZIP file is very large, please send me a reply email indicating that you received

everything.

Any indemnification that SCI provided to our clients would generally be meaningless because SCI

became insolvent and went into Companies' Creditors Arrangement Act proceedings last summer.

As a protective measure, our firm filed proofs of claim against SCI in those proceedings in respect

of the indemnification obligation but little, if anything, is likely to be recovered. As such, in respect

of the SCI policy, XL Catlin will need to fund defence costs from day 1 because SCI will not provide

funding.

In respect of SHC, we have asked SHC to advise whether it agreed to indemnify any of the Sears

Canada directors that we represent. Once we have an answer to this, it will determine the extent

to which the SHC policy will need to respond to fund defence costs from day 1. I think that, at best,

only a small number of our clients would have been indemnified by SHC for sitting on the SCI

board. But we will need to check this for sure and let you know.

It is likely that both policies will respond to the claims in issue. The SCI policy carries an exclusion

for claims based on events occurring before October 15, 2014. The SHC policy does not contain

such an exclusion. As discussed yesterday, SCI was a "Subsidiary" of SHC up to October 16, 2014.

This means that coverage for events occurring up to that date would be covered by the SHC policy.

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 least some of the claims, it is possible that SCI 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 plan. 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 (only 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 CAD$80,000 excluding tax. 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 I mentioned to you, I will be over in the UK from this afternoon until next Tuesday evening.

However, feel free to contact me on my cell phone while I am away at (416) 844-4998 or by email.

— - - - _ ---
John Birch
Direct: +1 416 860 5225 •Fax: +1 416 640 3057 • )birch@casselsbrock.com
2100 Scotia Plaza; 40 King Street West, Toronto. Ontario; M5H 3C2
~cvww. casselsbrock. com
Services provided through a Professional Corporation
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From:

To:

Cc:

Subject:

Date:

Attachments:

Birch. John

tvuenCalskamnski.com; co urleyC~kbrlaw.com; william.clarkeCalbeazley.com; reg~ o Co~apcs.allianz.com;
rachel simon(a~swissre.com; Nara.AzarC~cna.com; soaekC~lvlclaims.com; chris.mooreCnlhiscox.com;
tony.kriesel(~hiscox.com; marina.IlataCalaxisca~ital.com; m.reeveslottimoreColargolimited com;
Michael.EhiozeediaeC~aig.com; mcarnevCaloldreoubiicoro.com; sweiszCnlbtriaw.ca
Levine. Natalie; Buttery. Mary I.A.; Heath. Anaele

Update to Director & O~cer Insurers of Sears Holdings Corporation
Tuesday, May O1, 2018 12:25:39 PM

imaae001.aif

Our firm is counsel to the following former officers and directors of Sears Canada Inc.:
Klaudio Leshnjani, William (Bill) C. Crowley, William (Bill) 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 out of their 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 the relevant insurance companies with respect to this
matter.

First, the initial claims notice that we sent to each insurer referred to supporting
documents/notices (the "Supporting Documents") that provided further particulars of the
13 different categories of claim referred to in 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.
Several 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, andlor 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 73 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.

Documents to be Sent

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 Angele Heath of our firm that comes from
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the TitanFile site. That email will contact a link that will take you to the Titan File 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 folder.

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
downloaded.

If you have any trouble receiving the documents through TitanFile, please contact Angele
Heath of our firm at (416) 869-5390 or sheath@casselsbrock.com

Conclusion

If any of you has any questions regarding this matter, let me know

John Birch

Gi~ect +1 416 86C 5225 • F2x +1 416 64U 3057 • jbirch@casselsbrock com
210E Scoha Plaza. 40 Kinc Street 1Nesi. Toronto. Ontario M5H 3C2
v~ww.casselsbrock com
Services pro~~ided through ~ professional Corporation
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From: Yuen, Tammv

To: Birch. John

Cc: Paul.SteinCa~aowlingwig.com; McBradv. Kenneth M.; Bain. Belinda (Belinda.BainCo~gowlingwlg.com)

Subject: Sears Canada

Date: Friday, May 04, 2018 10:55:30 AM

Attachments: image003.pna

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 1St, the

letters do not address those materials.

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. I am copying XLC's

Canadian counsel, Paul Stein of the Cowling 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.']'75'] I P 212.820.'7700 I F 212.820.']'740

tvuen cr skarz~mski.com ~ v rd ~ View Bio

One Battery Park Plaza, 32nd Floor
New York, NY i0004
skarzvnski.com

The information contained in this message may be privileged and/or confidential and is intended only for the use of the individual
recipient identified above. If the reader of this message is not the intended recipient, you are hereby notified that any use. distribution
or copying of this communication is strictly prohibited. If you have received this communication in error, please notify us immediately
by telephone, fax or e-mail and delete this message. Thank you.

Disclaimer Required by IRS Rules of Practice: Any discussion of tax matters contained herein is not intended or written to be used;
and cannot be used, for the purpose of avoiding any penalties that may be imposed under Federal tax laws.
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May 4, 2018

~/ia email: jbirch@cass~lsbrock,com

John Birch
Cassels Brock
Suite 2100, Scotia Plaza
4d Kng Street West
Toronto, ON
N1SH 3C2 Canada

Dear Mr. Birch:

R~: fnsur~t~: Sears Canada Inc.
{nsurer: XL Specialty Insurance Company
Policy Na.; ELEJ1464~43-16 {Primary A-Sidi)
F~olicv period: October 15 20~i6 to October 15 20 7

Paul J. S4ein, Q.C.
PaRner

Direct +1 403 298 1084
Direct Fax +1 403 695 3484
Assistant +1 403 298 1882
paul.stein@gowlingwig.com

Fiie No.; A158299

Cowling 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 Managemen# Liability Policy (the "A-Side Policy"} issued to Sears Canada Inc. ("Sears Canada").

This letter acknowledges receipt of your letters dated March 8, 20.8 and March 14, 2018,
providing notice of the following matters (collectively; the "Noticed Matters"} on behalf of {i) Klaudio
Leshnjani: (ii) Wiliiam C. Crowley; (iii} William R. Harker; (iv) James R.G. McBurney; (v} Ephraim J. Bird;
(vi) Calvin McDonald; (vii) Danita Stevenson; (viii) Ronald Bflire; (ix} Timothy Earl Flemming; (x) Sam
Jeffrey Stollenwerck; (xi) Deidra Cheeks Merriwether; (xii) Donald C. Ross; and (xiii) Douglas Campbell
(collectively, the "Former Directors"):

0 1291079 Ontario Limited (letter da#ed February 9, 2018);
e Representa#ive Counsel far pensions and Post-Retirement Benefits (letter dated

February 9, 2018);
a 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 ManagemenfLtd. (four letters dated
February 23, 2018)

• 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)
• R~SSCLAIR Contractors Inc. (letter dated July 26, 2017}

Gowting WLG (Canada) LLP
Suite 1600, 421 7th Avenue SW
Calgary A6 T2P 4K9 Canada

T ~1 403 298 1000
F +1 403 263 9193 Gowliny 10.~LG (Canada) LLP is a member of Gowiir~ WLG, an in~ornatlo~al law firm

vihich consls~s o` indep~ntlanl and autonomous enlilios providing sorvices aroundgowlingwlg.com the world. Our structure is explained in more delai: ac gp_vlingylq.com/lega .

CA~_LAW\ 3002602\1
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Environmental Claimants (various Sears Canada letters regarding environmen#al issues
at 40 Alliance Blvd., Barrie; ON; 500 Wilfred Hamel Bivd., 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 IetYers dated February 9, 2018)
m Oxford Properties Group and OPGI Management Limited Partnership (four letters dated

February 9: 2D18}
• Employee Representative Counsel (four lefiters dated February 9, 2Q18)

We are writing to you based an our understanding that you are the appropriate representative of
the dormer Directors for purpose of communications concerning potential coverage under fhe A-Side
Policy, In the event that our unders#anding 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 XLG must conduct an investigation in
this respect. The ongoing investigation by XLC shall in noway be construed as a waiver in any form by
X~C of its rights under the A-Side Policy. Further, the actions ofi XLC in respect of these investigations
are nat to be construed as confirming any right to a defence nor to any form ofi 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; (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) 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 #his letter as this letter does not modify the terms of the A-Side
Policy.

As you know, Section 1. 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 indemnifiication or
advancement from any source. In the event that Loss is not paid by such other
insurance or as indemnifiication 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 ll(I) defines Insured Person to mean:

Page 2
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(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 incarparated outside the United States;

Section !I(C) defines Clairn to mean:

{1) a written demand for mone4ary or non-monefary 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 II(Q) defines "Wrongful Act" to include;

(1) any actual or alleged act, error, or omission, misstatement, misleading
statement, neglect, ar 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 Cflmpany 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;

Endorsement No. 4 provides:

ENDORSEMENT NO. 4: PENDING AND/OR PRIOR LITIGAT!(~N
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: PRIOR ACTS EXCLUSION

In consiaeration 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 Acfs
occurring on or after October 15, 2014 and prior to the end of the Policy period
and o4herwise 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.

It appears as though only two of the noticed matters currently consfi4ute Claims. Specifically,
your letters dated March 8, 2018 and March 14, 2018 provide notice of (i} a class action in Quebec
arising out of alleged misrepresentations in the sale of extended ~n~arranty plans (the "Tremblay Action");
and {ii) a "Statement of Claim" alleging "oppressive conduct" under the Canada Business Corporations
Act (the "129 Ontario Action").

It is, however, our understanding that none of the dormer Directors are currently named as
defendants in the Tremblay Action, and as such the Tremblay Action is not currenfily 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 complain#, and XLC
will reconsider its analysis. In the meantime, XLC will proceed under a ful{ reservation of rights as to
potential coverage for the Tremblay Action including, bu# not limited to whether the Former Directors are
Insured Persons under the A-Side Policy.

With respect to the 129 Ontario Action, that action tames as defendants (s) Sears Canada; (ii)
Sears Canada 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, 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 a Claim pursuant to Sec#ian II{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 laves#meats are not Insured Persons, the A-Side Policy only
potentiaEly 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 mafiters do not appear to fall within the definition of Claim as quoted above.
Instead, the letters indicate that purporked 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 Circurr~stances pursuant to Section IV(D) of the A-Side Policy.

XLC invites you to please provide any information #hat you believe is relevant to its coverage
analysis. )n the meantime, XLG is continuing to proceed under a full reservation of rights under the A-
Side Policy, in law and equity, including with respec# to any other de#eases 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 andlprior 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 lefit~r, please feel free to contact me.

Yours truly,

Gowning WLG (Canada) Ltd.

~' ~-~," f
,,.~.

F'aul J. Stein

cc: Rebecca Pidlak (XLC} (Via Email: rebecca.pidlak@xlcatlin.com)
Kenneth NlcBrady (Via Email: kmcbrady@skarzynski} and Tammy Yuen (Via Email:
tyuen@skarZynski) (5karzynski Black)
Kelly Lang) (Fil1B International) (Via Email: Kelly.lanp~hubinternational.com)

Page 5
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SI<arzynski Black Skarzynski BlackLLC
One Battery Park Plaza, 32nd Floor

New York, New York 10004
P 212.820.7700 ~ F 212.820.7740

skarzynski.com

Tammy Yuen, Esq.
Direct No.: (212) 820-7757

tvuen@skarzynski.com

May 4, 2018

VIA PDF EMAIL

John such
Cassels Brock
Suite 2100, Scotia Plaza
40 King Street West
Toronto, ON MSH 3C2
Canada
ibirchQcasselsbrock.com

Re: Various Matters Inz~olz~ing Sears Cnn~rda
Insured: Sears Holdings Corporation
Insurer: XL Specialty Insurance Company
Policy No.: ELU149912-17 (Primary A-Side)
Policy Period: May 15, 2017 to May 15, 207.8
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 Liability 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 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; (ii) 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; (xii) Donald C. Ross; and (xiii) Douglas
Campbell (collectively, the "Former Directors"):
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• 129"1079 Ontario Limited (letter dated February 9, 2018);

• Representative Counsel for Pensions and Post-Retirement Benefits (letter
dated February 9, 20"7.8);

• Morneau Shepell Ltd. (letter dated February 8, 2018)

• RioCan Real Estate Investment Trust (letter dated February 9, ?018)

• Bentall Kennedy (Canada) LP/QuadReal Property Group, Pri~xtaris
Management Inc., First Capital Asset Management ULC, VJestcliff
Management Ltd. (four letters dated February 23, 2018)

• Cadillac Fairvie~n~ Corporation Limited (four letters dated February 9, ?018)

• ESL Partners L.P., RBS Partners, L.P., ESL ImTestments, Inc. axed Edwaz~d S.
Lampert (letter dated July 10, 2017)

• ROSSCLAIR Contractors Inc. (letter dated July 26, 20"17)

• 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, Calbary~, AB)

• Karine Tremblay (Quebec class action)

• Crombie REIT, Morguard InvestnZents Limited, Cushman Wakefield Asset
Services, Ivanhoe Cambrid e and Cominar REIT (four letters dated
February 9, 201.8)

• Oxford Properties Group and OPGI Management Limited Partnership (four
letters dated February 9, 2018)

• Employee Representative Counsel (£our letters dated February 9, 20"18)

We are writing to you based on our understanding that you are the appropriate
representative of the former directors for purpose o£ communications concerning
potential coverage under the A-Side Policy. In the e~-~ent 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 foxnler
Sears Canada e~lZployees and other employee-related liabilities, (ii) potential pension
claims by former Sears Canada employees; (iii) alleged breach o£ 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, 201.8. 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 Claiin 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 advancenZent 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 Jere
primary, subject to all of its terms, conditions (including, but
not Iiz~itecl to, CONDITION (B)) and limitations and
without prejudice to t11e Insurer's excess position.

Section II(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
Compan~~ and any person servinb in a functionally
equivalent role for the Parent Company ox any
Subsidiary operating or incorporated outside the
United States; . .

Section II(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 II(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)(l), while acting in his or her capacity
as a director, officer, general counsel, or member of
the Board of ?Vlanabers of the Corn~~any or a
functionally equivalent x•ole 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, 201.8 and March 14, 2018 provide notice of (i) a
class action in Quebec 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 I'rez~zblay Action such that the Tremblay Action is not
curxent a Claim against any of the Former Directors and the A-Side Policv is not
implicated. If you disagree with this position, we ask that you please provide a copy of
an En ;lish translation of the operative complaint, and XLC ~nTill reconsider its analysis.
In the meantime, XLC ~n~ill proceed under a full reservation of rights as to potential
coverage for the Ti•enlblay Actiozl including, but not limited to whether the Pornzer
Directors are Insured Persons under the A-Side Policv.

With respect to the 129 Ontario Action, that action names as defendants (i) Sears
Canada; (ii) Sears Holdin~,s 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 McBuxney; 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 anc~ ESL Investments at the expense of the plaintiff Class.

XLC acknowledges that the 129 Ontario Action is a Claim pursuant to Section
II(C). Because the A-Side Policy only provides coverage for Insured Person, and Sears
Canada, Seaxs 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 formes• 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
alle~,ed to have acted in their capacity with Scars Canada.

Sears Canada is not included in the definitions of, and does not otherv~~ise 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 allenes that the Individual Defendants acted solely in
their capacity with Sears Canada and the definitions of insured Persons and V~'ronbful
Acts do not include coverage for actions taken by the Individual Defendants in their
capacity with Sears Canada, the !~-Side Policy does not provide co~~erage for the 129
Ontario Action.

None of the remaining Noticed. Matters ~~resently appear to constitute Claims
under the A-Side Policy because those matters do not a~~ear to fall within the
definition of Claiin 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, ive understand that all lawsuits are stayed under the CCAA Proceedings.
'Thus, on behalf of XLC, we acknotn7led~e the Noticed Matters, other than Tremblay
Action and the 1.29 Ontario Action, as Notice of Circumstances pursuant to Section
IV(D), as amended by' Endorsement Nos. 7.7 and 35.

XLC invites ~~ou 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, ~~hether the amounts sought constitute Loss,
whither indeznz~ification is available from any other source ar~d date of Claiz~~.
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Shou)d 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 Slack)

4818-0422-2563. v.2
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From. Birch. John
To: Paul.Stein(~gowlinawla.com; tvuenCalskarnnski.com; kmcbradyCalskarnnski.com; sweiszColbtzlaw.ca;

I~urence.gevryfortierCalaio.com; david.aillCaleverestcanada.com; warren.cooneyCa~axiscaoital.com;
roh it.trived i Calaxisca oital.com

Cc: Bu~tgry. Mary I.A.; Levine. Natalie; HQath, AnQele; Ashmeade. Taschina
Subject: Update to Director &Officer Insurers of Sears Canada lnc. regarding additional claims received on May 3, 2018
Date: Monday, May 07, 2018 8:42:27 AM
Attachments: image001.gif

dears - D&O Claims -Letter from Norton Rose dated May 3 2018.PDF

Jntroduction

Our firm is counsel to the following former officers and directors of Sears Canada Inc.:
Klaudio Leshnjani, William (Bill) C. Crowley, William (Bill) 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 8, 2018, we provided notice in writing of actual or 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 information about information that we received 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.

4s~ditional Claims Received on Mav 3, 2018

On May 3, 2018, the Monitor of Sears Canada sent to us a letter advising that it had
received additional claims against the directors and officers of Sears Canada Inc. A copy
of this letter is attached. This letter also includes a detailed chart summarizing 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 chart 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 ip

i i n 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 claims and provides them to us, we will in turn provide them to the insurers.
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Because the Additional Claim Documents are voluminous, they are not attached to this
email. 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 Angele 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 Additional Claim Documents. Please keep
an eye out for this subsequent email and, if necessary, check your spam folder.

After you click the link in 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 our firm at (416) 869-5390 or sheath@casselsbrock.com

Conclusion

If any of you has any questions regarding this matter, let me know

John Birch

Direct -~ X16 85C 5225 •Fax. +1 4':5 64G 3051 •birch@casselsb;~cb ce^
2100 SCotie Plezo 4C Kma Street West. Toro^to On~ar~o '~~5~ 3C2
ww~nr.casselsbrock.com
5en~ices prov~dec through z Profess~onai Corporation
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From: Birch. John
To: tvuen(a~skarcynski.com; Paul.SteinCo)~ingwig com
Cc: Levine. Natalie; Buttery. Mary I.A.

Subject: Follow-up consideration of coverage under D&O policies relating to Sears Holdings Corporation and Sears
Canada Inc. [IWOV-LEGAL.FID2704142]

Date: Monday, May 28, 2018 10:05:01 AM

Dear Counsel,

am writing to you in your respective capacities as counsel to XL Insurance 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 into 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. In 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.

John Birch
Direct: +1 416 860 5225 •Fax: +1 416 640 3057 • jbirch@casselsbrock.com
2100 Scotia Plaza. 40 King Street West, Toronto, Ontario. M5H 3C2
www. casselsbrock.com
Services provided through a Professional Corporation



343

'his is ~xhit~it "P" r~ferr~:d to in the 
f~ff~~davit of

William ~icharc~ I~ar~~r, s~n~om before rr.e Safi
,;_ _.~'~,`,~ ~-s,,~,~~~_ ,New Jersey, UniteG Sty e~

caf America, ~n ,~,ugusl 10, 2018.

,,~ o-_,~~ ___. ..~ ,y,,~ .. Y.__i'' `..-~` ...-

(,~ Notary Public in and for the State of Ne~~rd 
Jersey)

,i~~~t~/iY FOR'3"~NA ~ J
NOT~,RY PUBLIC OF N~YV J~r~ ;EYMy Commission ~xpir~s ~127%ZU2~
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June 18; 2018

i/ia ErraaiL jl~ircha~}cass~lsbrack.corrti

John Birch
Cassels Brock
Suite 2100, Scotia Plaza
40 King Street West
Toronto: UN
MSFi 3C2 Canada

Dear Mr. Birch:

Rte: Insureei: Sears Ga~ada Irtc.
Insurer: Xl. Specialty Insurance Company
Policy ado.: ELU14G4~s3-'i6 (Primary ~,-Side)
PolicvF'sriod: €~ctnber '6 5 2016 to F~bruary 12 20'f ~

Paui J. Stein, Q,C.
Partner

Direct +1 403 298 108A
Direct Fax +1 403 695 3484
Assistant +1 403 298 1882
paul.stein@gowlingwlg.com

File No.: A158299

As you know, Cowling 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 {fhe "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
Matfers as set out in your letters of March 8; 2018 and March 14, 2018.

This letter acknowledges your email of May 2$, 2018; requesting that XLC also provide its initial
coverage position in respect of additional noticed matters, as refiecfed in further documentation provided
by your office on May 1 and 7; 2018 (the "Further Documentation"). We no#e that there is over4ap
between the Noticed Matters addressed in our May 4, 2018 correspondence, and the matters to which
the Further Documentation relates. Additional No#iced 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) construcfion liens; (ii) alleged bad faith in accelerated
construction schedules; {iii) potential claims to be identified by Litigation Investigator; and (iv) indemnity
claims.

X~C requires further information to de#ermine if your clients are entitled to coverage under fhe 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.

XLC issued fo Sears Canada a ~.irnit of Liabili#y for covered Claims first made
against an Ensured during the Policy Period of October 15, 2016 to October 15, 2017. The A-Side Policy
is in run-off, ar~d the pfllicy period was extended to run from October 15, 2017 to February 12, 2020.

Cowling WLG (Canada) LLP T +1 403 298 1000
Suife 1600, 421 7fh AV2fiu6 SVd F -rl 403 263 9193 CiO4i1i~'S ~~`~~ ~' ~~ana:laj I.;.P is a mem~er ui GovAiog bNLG an intemaliona! lave t;rm

which consists of indapendent and a~tcno~nous on6tios preeidiou services aroun;fCalgary AB T2P 4K9 Canada gowlingwlg.com Ih^ work. Dur sL uclure is explained in mora tlecaii al no+.vlinnvdr cnm~legal,

CAL_LAtM 3037749/1
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The A-Side Policy should be reviewed fiagether with this letter as this letter does not modify the terms of
fhe 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 tf~e Insured Persons during fhe Policy Period or, if applicable, the Optional
Extension Period, for a Wrongful Act, except to fhe extent that such Loss is paid by any
other Insurance Program or as indemnification or advancement from any source. in the
evenf thaf Loss is no4 paid by such other insurance or as indemnification or advancemerif,
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, CORDITION (B)) and limitations
and wi4hout prejudice to the Insurer's excess position.

Section 11(i) defines Insured Person to mean:

(1) any past; ~resen#, 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 rote for the Parent Company or any Subsidiary operating or
incorporated outside the United States;

Section il(C) defines Claim to mean:

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

{2) any civil or criminal judicia{ 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 II(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 {!){3},
while acting in his ar 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 ar 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, ar member of the Board of Managers
of the Company;

Page 2

CAL LAW1303774911
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Section IV. (D) provides as follows:

{1) As a condition precedent to any right to paymenf under this policy with respect to
any Claim, the Insured Persons or the Company shall give +n~ritten notice to the
Insurer of any Claim as soon as practicable after it is first made.

(2) !f, during the Policy Period, the Insured Persons firs# 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 resulfed or may resulf therefrom (including but not
limi#ed to actual or potential damages), the identifies of the potentiaM 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 wil! 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 EXCLUSIQI~

Inconsideration of the premium charged, no coverage will be available under Phis
Policy for Claims based upon; arising ouf of, directly or indirectly resulting from,
in consequence of, or in any tray involving any fact; circumstance, si#uation,
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; PRIOR ACTS EXGLUSION

In consideration of the premium charged, na 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 an or after October 15, 2014 and prior to fihe 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 IRIC. CONVERT TO RUN-OFF
ENQORSEMENT

(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 delefed in its entirety.

Endorsement No. 37 provides (in part):

ENDORSEMENT NO. 37: AMENDED POLICY PERIOD ENDORSEME~lT

(1) Item 2 of the Reclarations is amended to read as failows:

Item 2. Policy Period: From October 15, 2096
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 Glaim as set aut above.

As set out above, the A-Side Policy is in run off, and as of February 12, 2018, Section IV Condition
(D)(2) of the Policy is deleted in its entirety. As a resuif; for any of the Additional Noticed Matters in
cannectian with which notice was first provided to XLC after February 12, 2018, XLC cannot accept such
Additional Noticed Matters as no#ice 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 fuii reservation of rights under khe A-Side Policy,
in law and equity, including with respect to any other defenses #o 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 applicatifln 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,

Gpwling WLG (Canada} Ltd.

,~ ~
t L ' ~~ ~ +i ;~

. ~~ ~ ~ :' f

Paul J. Stein

cc: Rebecca Pidiak (XLC} (Via Email: rebecca.pidiak@xlcatl'm.com}
Kenneth McBrady (Via Email: Icmcbrady@skarzynski.cam) and Tammy Yuen (Via Email:
tyuen@skarzynski.com) (Skarzynski Black)

Page 5
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This is .xhibit "Q" referred to in the Affidavit o
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Court File No. CV-17-11846-OOCL

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE MR. ) TUESDAY, THE 24TH

JUSTICE HAINEY ~ DAY OF JULY, 2018
---__

~ P ~OUHT 0~

~ .~, ~

n
m

~ w
:._ ~ ,

~r 5s~

\~P~EURE a~" ~

1N THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND 1N THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., 9370-2751
QUEBEC INC., 191020 CANADA INC., THE CUT 1NC., SEARS
CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES
INC., INITNM 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; (ii) 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 December 8, 2017 and the Employee and Retiree Claims 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.
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ON READING the Notice of Motion of the Applicants, the Affidavit of Philip Mohtadi

affirmed July 17, 2618 (the "1Vlohtadi 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, 201 S, 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, 201.8. Further, the Application Period set out in the Employee Hardship

Fund "1 erin Sheet, approved by the Court on August 18, 2017, shall also be extended until and

including December 18, 2Q18.

EXTENSION OF DTADLINE 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 courts, 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 to 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 out the terms of this

Order.
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