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Ontario
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., 9370-2751 QUEBEC INC,
191020 CANADA INC., THE CUT INC., SEARS CONTACT SERVICES INC.,,
INITIUM LOGISTICS SERVICES INC., INITITUM COMMERCE LABS INC,,
INITIUM TRADING AND SOURCING CORP., SEARS FLOOR COVERING
CENTRES INC., 173470 CANADA INC., 2497089 ONTARIO INC., 6988741
CANADA INC,, 10011711 CANADA INC., 1592580 ONTARIO LIMITED,
955041 ALBERTA LTD., 4201531 CANADA INC., 168886 CANADA INC,,
AND 3339611 CANADA INC.

(the “Applicants”)

AFFIDAVIT OF ERIN EPP
(Sworn on July 13, 2018)

I, Erin Epp, of the City of Toronto, in the Province of Ontario,
MAKE OATH AND SAY:

1. I am an Associate at Ursel Phillips Fellows Hopkinson LLP, Employee Representative
Counsel in the above-captioned matter, and I have assisted in the preparation of this motion. As
such, I have personal knowledge of the matters to which I herein depose, or where my
knowledge is based upon information and belief, I refer to the source of that information, and

believe it to be true.

2. This Affidavit is affirmed in support of a motion by the Representative Counsel to the
court-appointed Representatives of the non-unionized Active Employees and Former Employees
of the Applicants (“Employee Representative Counsel” or “ERC”) seeking an Order
substantially in the form attached to the Motion Record (the “Board of Directors Removal and

Expansion of Monitor’s Powers Order”). The Board of Directors Removal and Expansion of
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Monitor’s Powers Order seeks, among other things, an order removing the directors of Sears
Canada Inc. (“Sears Canada”) and replacing the Directors with an expanded role of FTI

Consulting Canada Inc. in its capacity as monitor in these proceedings (the “Monitor”).
Background

3. As of April 29, 2017, Sears Canada Inc. (“Sears Canada”) had 161 owned and leased
stores, distribution centres and warehouses, and employed approximately 17,000 individuals in
Canada. In its Pre-Filing Report, the Monitor stated that Sears Canada and associated entities
“incurred consistent losses and experienced negative operating cash flow for the past several
years.”' In that time, Sears Canada undertook significant restructuring efforts in an attempt to

recover, to no avail 2

4. Sears Canada and its various subsidiaries, (the “Applicants”) were granted protection
from their creditors under the CCAA pursuant to the Initial Order of the Ontario Superior Court
of Justice (Commercial List) dated June 22, 2017, as amended and restated (the “Initial

Order”).

5. Following the Initial Order, the Applicants, with the assistance of BMO Nesbitt Burns
Inc. (the “Sale Advisor”), engaged third party liquidators to assist the Applicants in the
liquidation of the inventory and furniture, fixtures and equipment (“FF&E”) at 45 retail store
locations that were identified for closure at the outset of the CCAA proceedings (the “Initial
Liquidation”). The Initial Liquidation was approved by the Court on July 18, 2017.

6. On July 13, 2017, the Court approved a sale process (the “SISP”) in which the Sale
Advisor on behalf of Sears Canada under the supervision of the Special Committee of the Board
of Directors and the Monitor sought bids and proposals for a range of transactions, including for

a going concern transaction for Sears Canada.

7. Although the Sears Canada subsidiaries Corbeil Electrique Inc. and S.L.H. Transport Inc.
were each sold in transactions approved by the Court on October 4, 2017, attempts at executing a

going concern transaction for the remainder of the Sears Canada enterprise were unsuccessful.

! Pre-Filing Report of FTI Consulting Canada Inc., as Proposed Monitor (June 22, 2017), at para. 36.
g Pre-Filing Report of FTI Consulting Canada Inc., as Proposed Monitor (June 22, 2017), at para. 48.
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8. As a result, on October 13, 2017, the Court issued an order approving an agreement and
process for the liquidation of the inventory and FF&E at all remaining Sears Canada retail

locations (the “Second Liquidation™).

9. The liquidation of assets at Sears Canada’s retail locations is now completed, all retail
locations are closed, and leases in respect of such locations have been disclaimed or otherwise
dealt with in the CCAA Proceedings. The Applicants’ remaining assets that are yet to be realized
upon are the Remaining Real Estate Assets (as defined in the Nineteenth Report of the Monitor).>

10. A general claims process for the identification, determination and adjudication of claims
of creditors against the Applicants was approved and endorsed by the Court on December 8,
2017 (the “Claims Procedure Order”). In addition, the Court issued an Employee and Retiree
Claims Procedure Order (the “E&R Claims Procedure Order”), which approved a process for
the identification, determination and adjudication of claims of employees and retirees of the

Applicants.

11. Both claims procedures are well underway with all claims bar dates already passed. The
Monitor is currently in the process of approving or disallowing claims and must provide all

Notices of Revision or Disallowance by July 31, 2018.

12. On May 9, 2018, the Court approved an order (the “Mediation Order”) that provided an
outline for the mediation of significant outstanding issues in these CCAA proceedings (the
“Mediation”). The Mediation took place on June 13 and 14, 2018 before the Honourable

Regional Senior Justice Morawetz.

13.  The goal of the Mediation is to achieve consensus on preliminary proceeds allocation
issues necessary to allow the Applicants, in consultation with the Monitor, to pursue a proposed
CCAA plan for the purpose of dividing and distributing estate proceeds as efficiently and quickly

as possible. The Mediation process has not formally concluded.

14. Overall, Sears Canada has effectively wound up its business operations. The only
remaining task is to reach a plan of compromise under the CCAA through the Mediation, or

another means if the Mediation is unsuccessful.

* Nineteenth Report of FTI Consulting Canada Inc., as Monitor (June 1, 2018), at para. 8.



The Sears Canada Board of Directors

15.  The following individuals currently serve as directors of Sears Canada (Collectively

referred to herein as the “Directors”™):

Director Date Director
commenced service

R. Raja Khanna October of 2007
Deborah E. Rosati April of 2007
Graham Savage April of 2015

Heywood Wilansky  June of 2016

16. A copy of the Sears Canada Inc. Annual Information Form dated April 26, 2017,
outlining the start date and biographical information about the Directors, is attached hereto as

Exhibit “A”.

17. T have been advised by the Monitor that the Directors are prepared to reduce their fees to
$5,000 per month per Director and reduce the number of board meetings. However, this does
not address their fees paid to the legal and financial advisors. It also does not address the fees
incurred by the Monitor, its counsel, and other professionals in dealing with the Directors.
Lastly, it does not deal with the potential conflict of interest certain Directors may have, as

detailed below.

18.  In addition, legal counsel and financial advisors to the Directors are paid from the
proceeds of the estate. According to the Eleventh Report of the Monitor, of January 6, 2018
(issued over six months ago), the Directors’ legal counsel had been paid $783,000 from the
estate and the Directors’ financial advisor had been paid $326,000 from the estate. The Monitor
has advised, and I verily believe, that total professional fees in service of Board of Directors paid

from the estate since January 6, 2018 are $629,000.

Sears Canada can operate effectively without the Directors

19.  Sears Canada has now completed both the Initial Liquidation and the Second Liquidation.
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20. Sears Canada has also significantly reduced its staff. I have been advised by the Monitor,
and verily believe, that as of June 1, 2018, there were approximately 35 employees employed by

the Applicants.

21. Sears Canada is in the process of selling remaining real estate and residuval assets. As of
the date of swearing this affidavit, there were only eight remaining real estate properties (the

“Remaining Real Estate”).

22.  Further, the Monitor has been reviewing all real estate and residual asset transactions
with the assistance of the Owned Real Estate Consultation Parties (as defined in the Nineteenth

Report of the Monitor).”
23. In the affidavit of Billy Wong, sworn June 22, 2017, Mr. Wong swears the following:

204. The Sears Canada Group has recently taken steps to engage a number of
parties to assist in formulating and executing on potential restructuring strategies,
including: (i) Osler, Hoskin & Harcourt LLP (“Osler”), counsel to the Sears
Canada Group; (ii) FTI Consulting Canada Inc. (“FTI”), as prospective CCAA
Monitor (in such capacity and if so appointed by the Court, the “Monitor”); (iii)
Bennett Jones LLP (“Bennett Jones™), as independent counsel to Sears Canada’s
board of directors and the Special Committee of Sears Canada’s board of
directors, described below; and (iv) BMO Capital Markets, as investment banker

and financial advisor (the “Financial Advisor”).

205. Additionally, the board of directors of Sears Canada recently constituted a
special committee of independent directors (the “Special Committee”) to consider
various strategic alternatives, including obtaining sources of capital, the
recapitalization or restructuring of the Sears Canada Group or the sale of material
assets or all of its business, or any alternatives to the aforementioned transactions,

which may include insolvency-related proceedings.

24. As of the date of this affidavit, restructuring strategies have been executed. Further, there

is no further need for the “Special Committee” referred to by Mr. Wong at paragraph 205 of his

* Nineteenth Report of FTI Consulting Canada Inc., as Monitor (June 1, 2018), at para. 25.
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affidavit. Sears Canada is no longer seeking to recapitalize. Further, as detailed above, the
liquidation of assets of Sears Canada is virtually complete. Mr. Wong’s tasks outlined for the
Board of Directors and their counsel are therefore no longer in issue, and as a result Sears
Canada does not require a Board of Directors to manage governance and operations, as it did

previously.

25.  In fact, to continue remunerating Directors and their advisors is a drain on the remaining
assets of Sears Canada, as the cost of paying the Directors and their legal representatives is

disproportionately high as compared to their function.

26. I have been advised by the Monitor and verily believe that the Directors are primarily

required for the following reasons at this stage of the CCAA proceedings:
(a) To oversee the sale of the remaining real estate and residual assets; and

(b) To participate in developing and approving a plan of arrangement under the

CCAA.

27.  Both of the foregoing tasks may be easily completed by the Monitor under its expanded
powers as outlined in the Board of Directors Removal and Expansion of Monitor’s Powers

Order.

28. The Monitor has advised me and I verily believe that they already undertake due
diligence procedures and act in the best interests of the estate when overseeing real estate
transactions. The Directors have become unnecessary to approve these transactions; they add a

layer of oversight that is not needed at this late stage, and only serve to add cost.

29. The Monitor has also advised me and I verily believe that it does not anticipate incurring

material additional costs as a result of the proposed expansion of the Monitor’s powers.
The disproportionate and excessive cost of the Directors to the Sears Canada Estate

30.  The Directors’ remuneration and associated professional fees are a significant and
excessive drain on the estate. Specifically, the Monitor has advised me, and I verily believe, that

the Directors have incurred the following costs since January of 2018 alone:



<& -
(a) At least $629,000.00 in professional fees; and

(b) At least $627,496 in Directors remuneration.

31.  In its Eighteenth Report, the Monitor published the balance of the estate as $126.2
million as of April 28, 2018. This is a modest amount relative to the amount of outstanding
creditor claims against the estate, including claims submitted by ERC on behalf of Active and
Former employees of Sears Canada. A copy of the Eighteenth Report of the Monitor is attached
hereto as Exhibit “B”.

32. In its Thirteenth Report dated February 18, 2018, the Monitor estimated general
unsecured creditors, including Active and Former Employees, could receive from 0% to 10% of
the face value of their claims. A copy of the Thirteenth Report of the Monitor is attached hereto
as Exhibit “C”.

33.  The Directors are no longer necessary for the operation of Sears Canada, as detailed
above, and further, they are a significant financial drain on the estate. In order to prevent the
unfortunate occurrence of unsecured creditors, including Active and Former Employees,
receiving 0% of their claim against the estate, it is necessary for the estate to avoid any
unnecessary expense. The continued cost of the Directors is an unnecessary expense to the estate

and as such the Directors should be removed.
Potential litigation against the Directors

34. On Friday, March 2, 2018, the Court issued an Order appointing Lax O’Sullivan Lisus
Gottlieb LLP as Litigation Investigator (the “Litigation Investigator Order”). A copy of the
Litigation Investigator Order is attached hereto as Exhibit “D”.

35.  The Litigation Investigator was appointed for the benefit of the estates of the Sears
Canada Entities and its creditors. The purpose of the Litigation Investigator is to investigate,
consider, and report to the Creditors’ Committee (as defined in the Litigation Investigator Order)
regarding any rights or claims, whether legal, equitable, statutory, or otherwise, that the Sears
Canada Entities and/or any creditors of the Sears Canada Entities may have against any parties,

including, but not limited to, current and former directors, officers, shareholders and advisors of
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any of the Sears Canada Entities. Claims pursued by the Litigation Investigator may include

claims related to the actions of the Directors prior to Sears Canada filing for CCAA protection.
36. In the Eleventh Report of the Monitor, the Monitor stated:

Reviewable Transactions

50. The Monitor is carrying out a review (the “Review”) of certain material
transactions, payments and dividends entered into, made or declared by the Sears
Canada Entities in the period prior to their filing for protection under the CCAA.
The Review is focused primarily on potential reviewable transactions and
transfers at undervalue pursuant to sections 95 and 96 of the Bankruptcy and
Insolvency Act (Canada) and section 36.1(1) of the CCAA.

51. To date, the Monitor has identified the following potential transactions of
interest (the “Transactions of Interest”):

(a) the dividend paid to certain Sears Canada shareholders on December
31, 2012 in the amount of approximately $102 million (the *“2012
Dividend”);

(b) the dividend paid to certain Sears Canada shareholders on December 6,
2013 in the amount of approximately $509 million (the “2013 Dividend”);
and

(¢) the surrender by Sears Canada of its exclusive right to use the
Craftsman trademark in Canada in connection with the sale by Sears
Holdings Corporation of the Craftsman business to Stanley Black &
Decker in March 2017.

52. As part of the Review, the Monitor has obtained and reviewed documents and
information from Sears Canada. The Monitor has obtained access to a large
database of potentially relevant documents from the electronic records of Sears
Canada and has identified a subset of the documents for comprehensive review
based on their prima facie relevance to the Transactions of Interest.

53. Based on the Monitor’s preliminary findings, the Monitor is of the view that
further review of the Transactions of Interest is appropriate. The Monitor is
undertaking appropriate steps to gather and review additional relevant
information, including engaging with certain independent directors and senior
Sears Canada management personnel, who had direct involvement in all or some
of the Transactions of Interest.

54. The Monitor has not completed its review of material transactions and will
report to the Court if other potentially reviewable material transactions are
identified.

A copy of the Eleventh Report of the Monitor is attached hereto as Exhibit “E”.
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37. If the Directors are not removed from their positions with Sears Canada, they will be in a
conflict of interest position. The Directors owe a fiduciary duty to Sears Canada to operate in the
company’s best interests. However, the Directors may be under investigation by the Litigation

Investigator and/or subject to litigation regarding the impugned transactions at the same time.

38.  Further, if the Directors remain in place they may have access to key information about
any litigation that names them as defendants. This position may allow the Directors to use this
information to protect themselves, rather than act in the best interests of Sears Canada, which

will seriously prejudice the creditors and impede the work of the Litigation Investigator.
The Monitor is able to perform an expanded role

39.  The Board of Directors Removal and Expansion of Monitor’s Powers Order would
provide the Monitor with enhanced powers. Specifically, the Monitor would be empowered to
oversee the remaining operations, management and wind-down of the Sears Canada Entities, and
would be authorized and empowered to exercise any powers which may be properly exercised by

a board of directors of any of the Sears Canada Entities.

40.  The expansion of the Monitor’s powers is limited to conduct the limited tasks that remain

to be carried out to wind-down the estate and complete the proceedings.

41.  The Monitor has a thorough understanding of the Applicants’ estate and the remaining
tasks of the Directors. The Monitor has been involved in the liquidation of the estate as well as in
the sales of real estate assets. As such, the Monitor is well-positioned to make business and
governance decisions as the Applicants wind-down, without incurring excessive costs that may
be associated with an outside party learning the intricacies of the CCAA proceedings and the

estate.
Conclusion

42. In summary, based on the information contained herein, it is in the best interests of the

creditors, and of Sears Canada, that the Directors are removed from their positions.
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43. I affirm this affidavit in support of the Applicants’ motion for approval of the Board of

Directors Removal and Expansion of Monitor’s Powers Order and for no other or improper

purpose.

AFFIRMED BEFORE ME at the City of Toronto,

this 13" day of July, 2018. OW M
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This is Exhibit “A” referred to
in the Affidavit of Erin Epp

Sworn this !/gdaw, 2018
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ANNUAL INFORMATION FORM
SEARS CANADA INC.

References in this Annual Information Form (“AlIF”) to “Sears”, “Sears Canada” or “the
Company” are to Sears Canada Inc. and its subsidiaries, unless the context requires
otherwise.

Unless otherwise indicated herein, the information set out in this AIF is current to January 28,
2017, being the end of the Company’s most recently completed financial year (“Fiscal 2016”).

Certain sections of the Company’'s 2016 Annual Management's Discussion and Analysis
(“2016 MD&A") are incorporated by reference in this AIF. The Company’s 2016 MD&A and
Management Proxy Circular for the 2017 annual meeting of shareholders (*“MPC”") are
available on the System for Electronic Document Analysis and Retrieval (“SEDAR”) at
sedar.com and the U.S. Securities and Exchange Commission’s (“SEC”) website at sec.qov.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Certain information in this AIF is forward-looking and is subject to important risks and
uncertainties. Forward-looking information concerns, among other things, the Company’s
future financial performance, business strategy, plans, expectations, goals and objectives,
and includes statements concerning possible or assumed future resuits. Often, but not
always, forward-looking information can be identified by the use of words such as “plans®,
“expects” or “does not expect”, “is expected”, “scheduled”, “estimates”, “intends”, “anticipates”
or “does not anticipate” or “believes”, or variations of such words and phrases, or statements
that certain actions, events or results “may”, “could”, “would”, “might” or “will" be taken, occur
or be achieved. Although the Company believes that the estimates reflected in such forward-
looking information are reasonable, such forward-looking information involves known and
unknown risks, uncertainties and other factors which may cause actual results, performance
or achievements to be materially different from any future results, performance or
achievements expressed or implied by the forward-looking information, and undue reliance
should not be placed on such information.

Factors which could cause actual results to differ materially from current expectations include,
but are not limited to: the Company’s ability to compete effectively in the highly competitive
retail industry; the ability of the Company to successfully implement its strategic initiatives; the
ability of the Company to enhance its financial flexibility and liquidity, including to improve its
cash position; weaker business performance in the fourth quarter, traditionally the Company’s
strongest quarter; seasonal weather patterns; customer preferences and changes in
consumer spending; ability to achieve productivity improvements and cost savings; ability to
retain senior management and key personnel; ability of the Company to successfully manage
its inventory levels; ability of the Company to secure an agreement with a financial institution
for the management of the Company's credit and financial services operations; ability to
implement and continue the Company’s new consumer financing program; the ability of the
Company's new loyalty program to attract and retain customers; ability to successfully
implement the Company’s new digital e-commerce platform nation-wide; ability of the
Company to migrate sufficient catalogue customers and business to online; disruptions to the
Company’s computer systems; economic, social, and political instability in jurisdictions where
suppliers are located; fire damage to and/or, structural integrity and fire safety of, foreign
factories; increased shipping costs, potential transportation delays and interruptions; damage



to the reputations of the brands the Company sells; changes in the Company’s relationship
with its suppliers; the Company’s reliance on third parties in outsourcing arrangements, and
their ability to perform the arrangements for which they have been engaged; the credit
worthiness and financial stability of the Company’'s licensees and business partners;
willingness of the Company’s vendors to provide acceptable payment terms; the outcome of
product liability claims; loss of reputation resulting from security or data breaches or loss of
customer information; failure of the Company’s IT systems; fraud or theft resulting from
weaknesses in the Company’s payment systems; effect of long-term leases on the
Company’s ability to respond to changing demographics; failure to comply with operating
covenants in the Company’s leases; changes in laws, rules and regulations applicable to the
Company; loss of the Company's status as a foreign private issuer; compliance costs
associated with environmental laws and regulations; the outcome of pending legal
proceedings; maintaining adequate insurance coverage; changes to customer spending
patterns due to domestic or international events outside the Company’s control; ability to
make, integrate and maintain acquisitions and investments; general economic conditions;
liquidity risk and failure to fulfill financial obligations; limits on the Company's access to
financing sources; fluctuations in foreign currency exchange rates; failure of counterparties to
meet their payment obligations to the Company; the possibility of negative investment returns
in the Company’s pension plan or an increase to the defined benefit obligation including the
potentially restrictive impact such an increase might have on credit availability; interest rate
fluctuations and other changes in funding costs and investment income; the impairment of
intangible and other long lived assets; the possible future termination of certain intellectual
property rights associated with the “Sears” name and brand names if Sears Holdings
Corporation (“Sears Holdings”) reduces its interest in the Company to less than 10%;
potential conflict of interest of some of the directors and executive officers of the Company
owing to their ownership of Sears Holdings’ common stock; possible changes in the
Company's ownership by Edward S. Lampert, ESL Investments, Inc. ("ESL") and other
significant shareholders; price and volume volatility of the Company’s common shares; new
accounting pronouncements, or changes to existing pronouncements, that impact the
methods the Company uses to report our financial position and results from operations; and
uncertainties associated with critical accounting assumptions and estimates. Information
about these factors, other material factors that could cause actual results to differ materially
from expectations and about material factors or assumptions applied in preparing forward-
looking information, may be found in this AlF, and elsewhere in the Company’s filings with
securities regulators. The forward-looking information in this AlF is, unless otherwise
indicated, stated as of the date hereof and is presented for the purpose of assisting investors
and others in understanding the Company’s financial position and results of operations as
well as the Company’s objectives and strategic priorities, and may not be appropriate for
other purposes. The Company does not undertake any obligation to update publicly or to
revise any forward-looking information, whether as a result of new information, future events
or otherwise, except as required by law.



1. CORPORATE STRUCTURE
(a) Incorporation and Head Office

The registered and head office address of the Company is 290 Yonge Street, Suite 700,
Toronto, Ontario, Canada, M5B 2C3.

Sears Canada was incorporated under the laws of Canada by letters patent dated September
17, 1952 and was continued under the Canada Business Corporations Act by articles of
continuance effective May 15, 1980. By articles of amendment effective May 31, 1984, the
Company changed its name from Simpsons-Sears Limited to Sears Canada Inc. By articles
of amalgamation dated January 1, 1994, December 29, 1996 and December 30, 1999, Sears
Canada was amalgamated with various wholly-owned subsidiaries.

(b) Intercorporate Relationships
The Company has numerous subsidiaries:

(i none of which has total assets exceeding 10 percent of the
consolidated assets of the Company, or sales and operating revenues
in excess of 10 percent of the consolidated sales and operating
revenues of the Company; and

(i) which taken together, do not have assets exceeding 20 percent of the
consolidated assets of the Company, or sales and operating revenues
exceeding 20 percent of the consolidated sales and operating revenues
of the Company.

2. GENERAL DEVELOPMENT OF THE BUSINESS

Set out below is a discussion of the general development of the business of the Company
over the last three years up until the date of the AlF.

(a) Secondary Rights Offering of Common Shares

In October 2014, Sears Holdings announced the commencement of a rights offering for
40,000,000 common shares of the Company (the “Rights Offering”). Each holder of Sears
Holdings’ common stock received one subscription right for each share of Sears Holdings’
common stock held as of the close of business on October 16, 2014. Each subscription right
entitled the holder to purchase their pro rata portion of the Company’s common shares being
sold by Sears Holdings in the rights offering at a price of $10.60 per share. In connection with
the Rights Offering, the Company listed its common shares on the NASDAQ where the rights
were also listed. The subscription rights expired at the close of business on November 7,
2014. ESL exercised its pro rata portion of the rights in full prior to November 1, 2014. The
rights offering is further described in a prospectus filed with securities regulators in Canada
and the United States on October 15, 2014, and can be accessed through the SEDAR
website at sedar.com, and on the SEC website at sec.gov.

Based on information available to the Company, as at April 26, 2017, ESL was the beneficial
holder of 46,162,515 or 45.3% of the common shares of the Company, Sears Holdings was
the beneficial holder of 11,962,391 or 11.7% of the common shares of the Company and



Fairholme Capital Management, LLC (“Fairholme”) was the beneficial holder of 20,375,533 or
20% of the common shares of the Company.

(b) Operational Reorganizations

In January 2017, the Company announced further changes to the leadership structure of its
full-line department stores. Separating these stores into (i) Apparel and Accessories and (ii)
Home and Hardlines, with a leader for each, enables the leaders to manage smaller areas of
the store with greater expertise, and to be more effective and efficient. In some formats, the
General Manager oversees the store’'s entire operations, with a new layer to assist the
General Manager in creating the same division in focus between the commodity areas. These
changes not only improve efficiency, but enable quicker execution of strategy and the
Company'’s ability to coach our associates to deliver top customer service.

In January 2016, the Company announced changes to its leadership structure and associate
roles in its full-line department stores. These changes allow for a more direct connection
between leaders, associates and customers.

In January 2014, the Company announced the modification of its store structure to improve
efficiency and increase the effectiveness of the chain of communication between management
and the store associate teams within its retail stores. The Company primarily eliminated a
mid-tier level of leads within its full-line stores, resulting in an average reduction of five
associates per store. There was also be a re-alignment of the regional and head office
structures to reflect the new store model, and also to improve efficiency in the Company’s
other formats and to align with the size of the business.

The Company also announced in January 2014 that it initiated a reorganization and
simplification of its logistics organization intended to drive optimal performance by leveraging
tools and technology that will streamline business processes.

(c) Outsourcing Arrangements

In the second quarter of 2016, the Company announced that it had entered into an agreement
with third party vendor CGI Group Inc. (“CGI”) to outsource some of the work performed by
internal Sears resources in the Information Technology (“IT”) group, in order to support the
Company’s strategy to re-engineer its technology platforms. CGI will streamline and update
the Company’s current technology infrastructure and mainframe applications with the goal of
reducing costs and improving efficiency. The rationalization of these operations will also
enable the Company to decommission systems concurrent to standing up a modernized core
technology stack. CGl will also protect the Company’s technology environments with
advanced cybersecurity solutions, and partner with the Company on elements of its new
technology architecture.

In the third quarter of 2016, the Company terminated its agreement (previously announced in
January 2014) with third party vendor Concentrix Corporation (“Concentrix”), a wholly owned
subsidiary of SYNNEX Corporation, which acquired IBM Canada Limited’s worldwide
customer care business process outsourcing services business. At the time, the move to a
third party enabled the Company to realize significant capability upgrades which resulted in
better processes, controls and tracking and an overall improvement in the customer
experience. The transfer of responsibility took place during Fiscal 2014. During Fiscal 2016,



the Company announced the opening of two new business centres, one in Edmundston, New
Brunswick and one in Saint John, New Brunswick.

In April 2014, the Company announced the outsourcing of its internal audit functions such as
store audits, corporate audits, IT audits, and the support of the Company’s Sarbanes Oxley
Act program, to Ernst and Young LLP (“EY”), a global accounting and advisory firm.

(d) Organizational Capability Initiative

Throughout Fiscal 2016, the Company continued to recruit and promote executive talent,
including the appointment of an Executive Vice-President and Chief Operating Officer, an
Executive Vice-President and Chief Financial Officer, and an Executive Vice-President, Real
Estate and Strategic Opportunities. The Company continued with its strategy to organize the
right talent by making changes to its management and senior leadership team.

(e) Sustainability Efforts

The Company conducts its operations with a commitment to achieving success on economic,
social and environmental levels. The Company continues to build upon the following three-
point plan for environmental sustainability:

1. Enable customers to “Live Green”, reduce their energy bills and create a healthy home;

2. Reduce the environmental impact of Sears Canada’s operations; and

3. Nurture a culture of sustainability among the Company’s employees, customers and the
communities in which the Company operates.

During Fiscal 2016, the Company continued to reduce its electricity consumption through the
re-commissioning of existing building automation systems, retrofitting exterior signs with LED
modules and replacing selected HVAC units nationally. These efforts helped drive electricity
consumption savings of 17.0 million kWh or 7.2% from January 2016 to December 2016 as
compared to the same period in 2015, including the effect of store closures

During Fiscal 2015, the Company reduced electricity consumption through the re-
commissioning of existing building automation systems, retrofitting exterior signs with LED
light bulbs and replacing selected HVAC units nationally. These efforts helped drive electricity
consumption savings of 14.1 million kWh or 6.3% from February 2015 to December 2015, as
compared to the same period in 2014 including the effect of store closures.

During Fiscal 2014, the Company’s recycling partner, GreenSpace Waste Solutions
(“GreenSpace”), began handling the Company’'s recycling activities. GreenSpace was
selected for its ability to maximize the value of recycled materials and for its expertise in
driving waste diversion activities. Even as commodity markets weakened and there were
several store closures in Fiscal 2016, total rebates for recyclables remained flat as compared
to Fiscal 2015 at over $697,000. GreenSpace has also improved reporting capabilities, which
helps the Company track progress towards its long-term waste diversion goals. As of the end
of 2016, the Company’s NLCs were diverting approximately 90% of their waste from landfills
and the Company reduced its waste sent to landfills by over 700 metric tons compared to
2015.

The ENERGY STAR® program changed its requirement for certified refrigeration products to
be 9% more energy efficient than the federal minimum standard for energy efficiency. The



number of ENERGY STAR® qualified stock keeping units increased by over 40% from 2015 to
2016. This has helped promote innovation as well as creating more energy efficient products
for our customers.

() Health and Wellness of Associates

During Fiscal 2014, Fiscal 2015 and Fiscal 2016, Sears Canada provided programs designed
to enhance the health, wellness and quality of life of its associates. The programs included
discounts on fitness facilities across Canada, spa facilities, weight loss services, home and
auto insurance, tax preparation services, transportation and vehicle discounts as well as
discounts on a wide range of entertainment and attractions, sporting events, magazine
subscriptions and more.

(g) Strategic Initiatives’

During Fiscal 2016, the Company focused on re-engineering the business for long-term
growth. The Company's five primary workstreams are intended to drive the Company's
business goals of increasing revenue and maintaining a strong balance sheet. The five
primary workstreams for the year were:

1. Sears 2.0. The Company continued to focus on its new format by converting two more
stores to the Sears 2.0 concept for a total of four converted stores.

2. Initium. An updated sears.ca website launched across Canada in November 2016.

3. Real Estate. During the fourth quarter of this year, the Company closed transactions
with proceeds of $62.9 milion and 30.9 million (previously announced as $31.3
million). On March 1, 2017, the Company announced the closing of a previously
announced transaction for proceeds of $50.0 million for its logistics centre located in
Ville St. Laurent, Quebec. In addition, a transaction for proceeds of $7.0 million,
(originally announced as $8.0 million), closed during the first quarter of 2017. None of
these transactions resulted in store closures.

4. Cost Reductions. The Company achieved annualized cost reductions of $159.6
million for 2016, which exceeded the upper range of its targeted annualized costs
savings of $155.0 million. The Company will reinvest some of these cost savings in
new businesses and categories, such as Initium and a new off-price business
(discussed below), intended to drive growth.

5. New Off-Price Business and Sears Label Essentials. Two key merchandising
strategies have recently been introduced that demonstrate Sears’ leadership as a
retailer of high quality products at sharp price-points. During the second half of 2016,
the Company soft launched an off-price business with a dedicated merchandising team
to bring outstanding deals on designer products to our customers. In early 2017, the
Company formally launched this business as “The Cut @ Sears”, with structured
online and in-store experiences and marketing support. In March 2017, the Company
also began rebranding its private label businesses with the introduction of a new line of
everyday favourites on the Sears Label — key essentials for women, men, kids and the
home. Sears Label essentials are positioned at elevated quality with prices designed
to turn the inventory quickly.

! See "Cautionary Statements Regarding Forward Looking Information”.
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In the past the Company focused on three strategic initiatives, which formed the basis of the
Company’s approach to being successful; they were designed to improve financial and
operational results, utilize the Company’s valuable cross-country footprint and enhance the
shopping experience for Canadian consumers in an increasingly competitive retail landscape.

The three strategic initiatives were as follows:

1. Increase revenue - Actions intended to increase top-line revenue, with the primary
focus on building partnerships with vendors that include a commitment to a shop-in-
shop concept where the vendors’ expertise in product development matched with the
Company’s extensive distribution capability, will connect great products with Canadian
families coast to coast. For additional information related to this initiative for Fiscal
2015 and Fiscal 2014, see the Company's 2015 MD&A and 2014 MD&A, Section 1 —
“Company Performance”, subsection (c) — “Strategic Initiatives”, which are
incorporated by reference.

2. Operate profitably - Actions to reduce inefficient spend in the Company, intended to
provide for quarter-over-quarter and year-over-year improvements in EBITDA by
aligning costs with the revenue generated by the business. For additional information
related to this initiative for Fiscal 2015 and Fiscal 2014, see the Company’s 2015
MD&A and 2014 MD&A, Section 1 — “Company Performance”, subsection (c) —
“Strategic Initiatives”, which are incorporated by reference.

3. Maintain a strong balance sheet - Actions that work to strengthen the Company’s
balance sheet with cash to create a runway for improved earnings and financial
stability to ensure Sears is able to maintain its financial flexibility and liquidity. Real
estate transactions may form a portion of this area of focus, however Sears is
committed to maintaining a significant presence across Canada in locations that are
important to its retail business. For additional information related to this initiative for
Fiscal 2015 and Fiscal 2014, see the Company's 2015 MD&A and 2014 MD&A,
Section 1 — “Company Performance”, subsection (c) — “Strategic Initiatives”, which are
incorporated by reference.

(h) Real Estate
() Real Estate Joint Arrangement Operations

During Fiscal 2016, the Company announced the opening of two new business centres, one in
Edmundston, New Brunswick and one in Saint John, New Brunswick, and aims to create 530
new jobs over these two locations. The jobs at the centres will include business services
agents, team leads, information technology support, human resources personnel,
administrative support and managers.

During Fiscal 2015, the Company closed the sale and leaseback transactions with Concord
Pacific (“Concord”) which it announced on March 11, 2015 for $130.0 million. The sale and
leaseback transactions included the Company’s stores and surrounding area located at the
North Hill Shopping Centre in Calgary, Alberta, Metropolis at Metrotown in Burnaby, British
Columbia and Cottonwood Mall in Chillwack, British Columbia. The Company has entered
into long-term leases for each property, with early termination options available to both the
Company and Concord, and the Company will continue to operate stores located at these



shopping centres under the leases with no impact to customers or employees at these
locations.

During the third quarter of Fiscal 2014, the Company sold its 15% joint arrangement in Les
Galeries de Hull shopping centre that it co-owned with Ivanhoé Cambridge, to Fonds de
placement immobilier Cominar for total proceeds of $10.5 million. Following the sale, the
Company continues to operate its store in the shopping centre on the terms and conditions
unchanged from those before the sale.

During the third quarter of Fiscal 2014, the Company sold its 20% joint arrangement interest in
Kildonan Place Shopping Centre that it co-owned with lvanhoé, to H&H Real Estate
Investment Trust for total proceeds of $27 million. Following the sale, the Company continues
to operate its store in the shopping centre on the terms and conditions unchanged from those
before the sale.

(i) Real Estate Holdings

On March 27, 2017, the Company completed the sale and leaseback of its Sears Home store
location in Regina, Saskatchewan for net proceeds of $7 million. Following the sale, the
Company continues to operate its store.

On March 1, 2017, the Company completed the sale of its national logistics centre located in
Ville St. Laurent, Quebec for proceeds of $50.0 million, less customary closing adjustments.

During the fourth quarter of Fiscal 2016, the Company completed a real estate transaction, as
previously announced on December 9, 2016, for net proceeds of $62.1 million. The
transaction mainly consisted of a sale and leaseback of a retail store located in Kitchener,
Ontario, and a lease termination of the office floors of the Toronto Eaton Centre, located in
Toronto, Ontario.

During the fourth quarter of Fiscal 2016, the Company completed the sale and leaseback of its
logistics centre located in Port Coquitlam, British Columbia, for net proceeds of $22.4 million.
The Company will continue to operate the logistics centre under a long-term lease.

During the third quarter of Fiscal 2016, the Company completed a sale of a logistics centre for
net proceeds of $18.1 million. The previously announced agreement for the sale and
leaseback of a non-mall based store property for $10.0 million was not completed.

During the first quarter of Fiscal 2016, the Company completed a sale and leaseback of its
logistics centre located in Calgary, Alberta, for net proceeds of $83.9 million. The Company
will continue to operate the logistics centre under a long-term lease.

During the first quarter of Fiscal 2016, the Company completed a sale and leaseback of its
logistics centre located in Vaughan, Ontario, to Tamworth Properties Inc. for total net proceeds
of $100.0 million. The Company will continue to operate the logistics centre under a long-term
lease.

On December 3, 2015, the Company announced that it had reached an agreement to sell a
vacant warehouse for $8.5 million. The transaction closed during the fourth quarter of Fiscal
2016.



In Fiscal 2016, the Company closed 16 Sears Home stores, 9 Outlet stores, 55 Hometown
stores, 1 Corbeil corporate store, 22 Sears Travel offices and 467 catalogue and online
merchandise pick-up locations. The Company opened 84 catalogue and online merchandise
pick-up locations.

In Fiscal 2015, the Company closed 2 full-line department stores, 6 Sears Home stores, 4
outlet stores, 1 Appliances and Mattresses store, 76 Hometown stores, 2 Corbeil corporate
stores, 12 Sears Travel offices and 131 catalogue and online merchandise pick-up locations.
The Company opened 9 catalogue and online merchandise pick-up locations.

In Fiscal 2014, the Company closed 5 full-line department stores, 1 Sears Home store, 3
Appliances and Mattresses stores, 34 Hometown stores, 1 Sears Travel office and 142
catalogue merchandise pick-up locations. The Company also opened one Hometown store,
one Corbeil franchise store and 31 catalogue merchandise pick-up locations.

3. DESCRIPTION OF THE BUSINESS
(a) Company Overview

Sears is a multi-format retailer and, as of April 26, 2017, had a network that includes
95 full-line department stores, 141 specialty stores (including 26 Sears Home stores, 14 Outlet
stores, 69 Hometown stores primarily operated under independent local ownership and 32
Corbeil stores), 62 Sears Travel offices and over 800 merchandise pick-up locations for orders
placed through the catalogue or online at sears.ca.

(b) Business Overview

The Company’s operations are focused on merchandising and include the sale of goods and
services through the Company’s Retail channels, which includes its full-line department,
Sears Home, Sears Hometown, Outlet, Corbeil Electrique Inc. (“Corbeil”) stores and its Direct
(catalogue/internet) channel. It also includes service revenue related primarily to logistics
services provided through the Company's wholly-owned subsidiary S.L.H. Transport Inc.
(“SLH") and product repair. Commission revenue includes travel, home improvement
services, insurance, wireless and long distance plans. Licensee fee revenue is comprised of
payments received from licensees that operate within the Company’s stores.

For a more detailed description of the Company’s business operations and performance, see
Section 1 - “Company Performance” of the Company’'s 2016 MD&A. Please also refer to
Section 9 - “Risks and Uncertainties” of the Company’s 2016 MD&A for a discussion of certain
of the risks and uncertainties inherent in the Company'’s business.

(c) Competitive Conditions

The Canadian retail market remains highly competitive as key players and new entrants
compete for market share. Certain international retailers continue to expand into Canada
while existing competitors enhance their product offerings and become direct competitors.
The Company’s competitors include traditional full-line department stores, discount
department stores, wholesale clubs, "big-box" retailers, internet retailers and specialty stores
offering alternative retail formats. Failure to develop and implement appropriate competitive



strategies and the performance of our competitors could have a material adverse effect on
our business, results of operations and financial condition. In addition, the Company’s
program agreement with JPMorgan Chase expired on November 15, 2015 and the Company
has not entered into a new credit card program agreement. The Company announced in
Fiscal 2016 that it had entered into an agreement with easyfinancial Services Ltd. to provide
point of sale financing to the Company’s customers.

On January 15, 2015, Target Corporation announced that it would cease operations in
Canada, its only presence outside of the US, and focus its efforts on its domestic business.
This impacted 17,600 Target employees working in 133 Canadian stores, as well as in their
head office and support locations.

Furthermore, the weakening of the Canadian dollar presents additional challenges for
Canadian retailers as this generally leads to higher costs for the Company as many goods are
purchased with US dollars.

For a discussion of the other competitive conditions faced by the Company, see Section 9 —
“Risks and Uncertainties” of the Company’'s 2016 MD&A.

(d) Intangible Properties

The Company has a license from Sears, Roebuck and Co., pursuant to a royalty-free license
agreement, to use the name “Sears” as part of its corporate name, as well as a license to use
other brand names, such as Kenmore® and DieHard®. The license agreement was amended
in October 2014 and again in March 2017, and will continue to apply for so long as Sears
Holdings continues to own at least 10% of the voting shares of the Company (the previous
license terminated if Sears Holdings’ ownership fell below 25%), subject to the Company
having the continued right to use the trademarks on a royalty-free basis in the event of
termination for a further five years (previously three years). If, prior to the completion of the
five-year period, the Company reasonably determines that a longer transition period is
necessary, Sears Holdings will extend the agreement for a further transition period not to
exceed four years, at a royalty rate to be agreed equal to the lesser of a fair market rate based
on the value of the trademarks or the lowest rate which will provide a reasonable incentive to
induce the Company to phase out the use of the trademarks. The termination provisions under
the agreement can be triggered if Sears Holdings reduces its ownership interest. The
Company has established procedures to register and otherwise vigorously protect its
intellectual property, including the protection of the Sears Roebuck trademarks used by the
Company in Canada.

In January 2017, Sears Holdings agreed to sell the Craftsman® brand to Stanley, Black &
Decker, Inc. and to use its reasonable best efforts to either obtain from the Company a waiver
of its exclusivity in Canada for the Craftsman brand name or reduce the Sears Holdings'
ownership interest in the Company below 10% and therefore trigger the termination of the
Company’s license of the Craftsman® brand name and the other trademarks governed by the
existing agreement (including the Sears name and other brand names such as Kenmore® and
DieHard®). The March 2017 amendment removed the Craftsman® brand name from the
licence agreement with Sears Roebuck. The Company subsequently entered into a Licence
Agreement in March 2017 with Stanley, Black & Decker, Inc. for a non-exclusive license (the
first 15 years of which are royalty-free) to use the Craftsman® brand name in Canada.
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One of the Company’s most important strengths is the recognition and reputation of the
Company’s private brands and exclusive relationships with many non-proprietary national
brands. The Company's private brands, which are available in Canada, include Jessica®,
Jess™ Nevada®, WholeHome®, Boulevard Club®, Tradition®, Protocol®, Alpinetek®, Pure NRG
Athletics®, N°. 99 Wayne Gretzky Collection, Attitude® and Distinction®. The Company believes
that the trademarks owned or licensed to it enjoy considerable brand awareness in the
Canadian market. The Company also owns a number of domain names which are used in its
online business.

(e) Cycles — Seasonality of Business

The Company'’s operations are seasonal in nature with respect to results of operations and in
products and services offered. Merchandise and service revenues vary by quarter based
upon consumer spending behaviour. Historically, our revenues and earnings have been
higher in the fourth quarter due to the holiday season and we have reported a
disproportionate level of earnings in that quarter. As a result, our fourth quarter results of
operations significantly impact our annual results of operations. Our fourth quarter results of
operations may fluctuate significantly, based on many factors, including holiday spending
patterns and weather conditions. In addition, we offer many seasonal goods and services. We
set budgeted inventory levels and promotional activity to be in accordance with our strategic
initiatives and expected consumer demand. Retail businesses, such as the Company, that
generate revenue from the sale of seasonal merchandise and services are subject to the risk
of changes in consumer spending behavior as a result of unseasonable weather patterns.

il Economic Dependence

The Company relies on its right, under a royalty-free license agreement with Sears Roebuck,
to use the “Sears” name, including as part of the Company’s corporate and commercial name,
which the Company considers a significant and valuable aspect of the business. See Section
3 — “Description of the Business”, subsection (d) — “Intangible Properties”.

(9) Environmental Protection

The Company is currently remediating various locations throughout Canada where it operated
gas bars, auto centres and a logistics facility. The extent of this remediation and the cost
thereof has been estimated by third party consultants specifically where environmental
standards have changed. Costs have also been determined, in some cases, where contracts
are in place. Sears continues to monitor the cost of remediation and appropriately provides
for this cost in its reserves.

For a discussion of the effects of environmental protection requirements on the Company, see
Section 9 — “Risks and Uncertainties” of the Company’s 2016 MD&A.

(h) Associates
Sears associates are a critical asset to the Company. The Company works to inspire its
associates to enrich the lives of Canadians by providing products of high quality at

outstanding prices, excellent customer service, meaningful experience and opportunities to
participate in community involvement.
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The Company had an average of approximately 5,600 full-time and approximately 10,183
part-time associates for a total average of approximately 15,783 associates at the end of
Fiscal 2016.

(i) Social or Environmental Policies

The Company has established the following policies and procedures for the well-being of its
associates, customers, visitors and contractors.

(i) Health and Safety Policy

The Company has established its Health and Safety Policy (“H&S Policy”) which sets out the
guiding principles that all leaders, associates, contractors and vendors are required to follow
in order to provide leaders, associates, contractors, vendors and customers with a safe and
healthy work and shopping environment. Specifically, the H&S Policy states that leaders,
associates, contractors and vendors must adhere to the applicable laws and regulations that
apply to their work and that health and safety is everyone's responsibility under the Internal
Responsibility System. The Company reviews the H&S Policy on an annual basis.

(i) Employment Equity and Non-Discrimination

The Company’s Employment Equity and Non-Discrimination policy is designed to ensure that
the Company’s employment policies, practices and procedures support its commitment to
employment equity, non-discrimination and an inclusive work environment. Sears Canada’s
commitment to employment equity aligns with its commitment to quality and is built into the
Company'’s recruitment, hiring and advancement practices. The Company believes that having
the best candidate in every position, regardless of race, gender, ethnic or national origin,
sexual orientation, religion, marital or family status, or other factors unrelated to a candidate’s
ability to carry out his/her responsibilities, allows the Company to attract and retain the best
associates from all segments of the population.

The Company has developed a number of policies and programs which are designed to
identify and address hazards in the workplace thereby creating a safer environment for
associates and customers. The Company’s zero tolerance approach and Respect in the
Workplace and Violence Prevention policies are embedded in the Sears Canada Code of
Business Conduct (the “Code”) and are examples of its commitment to maintaining a safe
working and shopping environment for its customers and its associates.

(iii) Codes of Conduct

The Code applies to every officer and associate. The Code provides guidelines and sets out
expectations regarding interactions with: customers, investors, governmental authorities, and
suppliers of merchandise and services, and among associates. It also sets out the ethical
values and standards of behaviour that apply to all of the Company’'s business activities,
including such matters as fair dealing, conduct in the workplace, conflicts of interest, corporate
property and records and compliance with the laws of all jurisdictions in which the Company
conducts business.

The Directors of the Company are expected to abide by the Code of Conduct for the Board of
Directors of the Company (the “Director Code”). The Director Code sets forth the general
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expectations of the Company for its Board of Directors, and describes standards of ethical
behavior that each Director is expected to uphold.

(iv) Global Compliance Program Requirements

Sears is committed to conducting its business in Canada and abroad with a high standard of
business ethics, in compliance with all applicable laws, and with regard for human rights and
workplace standards. Sears expects its vendors to do the same, and has developed the
Global Compliance Program Requirements (the “Compliance Program”), contractual
requirements, and social compliance procedures intended to maximize vendor compliance
with Sears requirements. The Compliance Program is in accordance with the Retail Council
of Canada’s “Responsible Trading Guidelines” which focus on sourcing products and services
in a fair and equitable manner both locally and internationally. The Compliance Program
outlines the standards to which all Sears vendors, both domestic and foreign, as well as the
subcontractors employed by those vendors, are required to adhere as a condition of doing
business with Sears. The Compliance Program is printed in 26 languages and must be posted
in the factories of the Company’s vendors, ensuring that the individuals it seeks to protect are
able to read and understand it.

As part of the Compliance Program, the Company reviews the manufacturing facilities that
produce both its private label products as well as third party branded products in the context of
three criteria: (i) anticipated volume, (ii) brand and (iii) location. The probability of a vendor
audit increases with increases in anticipated volume. Many third party brands already have
established compliance programs and conduct regular audits on their factories, and the
Company requests that those brands provide details of their respective programs to ensure
that they meet the minimum requirements of the Compliance Program. Vendors unable to
provide audit program details are subject to the Company’s Compliance Program. The
Company annually conducts an average of 600 audits. The audits are performed by various
independent third parties contracted to Sears Canada. The Company reviews all audits
performed by the third party companies.

(v) Ethics Hotline

The Sears Canada Ethics Hotline (the “Hotline”) was established to facilitate the confidential
and anonymous reporting of suspected breaches of internal accounting controls, or other
financial reporting matters, as well as actual or suspected violations of the Code. The Hotline,
which is managed by an independent service provider, enables individuals to make reports
anonymously, by telephone using the toll-free number 1-877-987-3277 or by reporting a
concern electronically at clearviewconnects.com, in English or French, 24 hours a day, seven
days a week. The Audit Committee of the Board of Directors is provided with a summary of
the reports submitted to the Hotline on a quarterly basis.

(vi) Environmental Awareness

Sears recognizes that minimizing the adverse effects on the environment is both a corporate
and business responsibility. Sears is committed to identifying opportunities for improvement
with respect to the environment throughout all of its business channels. The Corporate
Sustainability department assists all areas of the business to evaluate, create and modify
business practices and assists Sears in maintaining environmental compliance with Federal
and Provincial regulatory standards.

13



(vii) Sears in the Community — Charitable Initiatives

Being a responsible member of the communities in which the Company does business is
important to Sears Canada. Working with its customers and associates across Canada, the
Company raises funds and invests in partnerships with local and national charitable
organizations that help better Canadian communities.

For over sixty years, the Company has been supporting both national and local community-
based initiatives through its investment in non-profit organizations. The Company has two
main mandates for which funds are raised: children's education (with an emphasis on after-
school programs) and children's health (with an emphasis on the fight against childhood
cancer).

After-School Programs

After-school programs include relationships with organizations that have a positive
impact on children outside of school hours. Sears Canada has partnerships with
organizations such as the Boys and Girls Clubs of Canada, Scouts Canada and Girl
Guides of Canada which help children develop and reach their full potential. In
addition, initiatives such as the Sears Drama Festival and the Sears Canadian High
School Design Competition also contribute to the healthy development of Canadian
youth.

Childhood Cancer

Children’s cancer fundraising provides for much needed research, support for families
and community awareness about the primary cause of non-accidental death among
children in Canada. Sears works with children's hospitals across the country and
helps to raise funds to provide the special care required for children living with cancer
as well as much needed research in the field of pediatric oncology. As an example, the
Sears Canada Charitable Foundation provides funding for the Sears Cancer Clinic at
the Hospital for Sick Children in Toronto. Since 2008, the Company has sponsored the
Sears National Kids Cancer Ride where cyclists travel over 7,000 km from Vancouver
to Halifax, being welcomed by Canadians as they stop at Sears Canada locations
along the way. The ride is conducted by the Coast to Coast Against Cancer
Foundation. In Québec, the Company enjoys a special relationship with Opération
Enfant Soleil, an organization which raises funds for the province's four pediatric
hospitals.

G) Purchasing and Distribution
(i) Purchase of Merchandise

The sourcing and purchase of goods sold by the Company is conducted at its head office in
Toronto, Ontario, by the merchandise buying and corporate procurement teams. The
Company purchases its merchandise from approximately 3,350 domestic and international
suppliers, many of which have long-standing relationships with the Company. Sears works
closely with its suppliers in marketing, research, design and development, production
standards and production planning.
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For the majority of its merchandise purchased on a direct import basis, Sears Canada utilizes
the international merchandise purchasing services of Sears Holdings (complimented by
Connor buying group). Sears Holdings may provide assistance to the Company with respect
to monitoring and facilitating the production and inspection of imported goods, as well as the
co-ordination of shipments and the payment to suppliers.

Although the Company’'s business is not substantially dependent on any one supplier, its
relationship with certain suppliers is of significance to the Company’s merchandising strategy,
including attracting customers to its locations, cross segment sales and image. The Company
is dependent upon a significant amount of products that originate from non-Canadian markets.

The majority of the Company’s merchandise bought on a direct import basis is purchased in
U.S. currency. As a result, exchange rate fluctuations between the Canadian and U.S. dollars
may pose a risk to the Company’s expected Canadian equivalent cost of U.S. dollars. in order
to minimize the cost of its U.S. dollar requirements, the Company may use foreign currency
forward or option contracts to hedge the exchange rate risk.

(ii) Distribution

Sears operates five logistics centres strategically located across the country. The logistic
centres are comprised of one owned and four leased warehouse facilities which serve all
channels of the business. The total floor area of these logistics centres was 5.1 million square
feet at the end of Fiscal 2016, of which 4.4 million square feet is devoted to warehouse and
logistics operations. The remainder of the space is utilized for other Sears operations,
including call centre services.

All merchandise sold through the Retail channels (full-line department, Sears Home, Sears
Hometown and Outlet) and Direct (catalogue and internet) channels are distributed from the
Company’s five logistics centres. The Company’s logistics centres are located in Montreal,
Québec, Vaughan and Belleville, Ontario, Calgary, Alberta and Port Coquitlam, British
Columbia.

The Company’s wholly-owned subsidiary, SLH, transports merchandise to stores and
catalogue and online merchandise pick-up locations. SLH is responsible for providing logistics
services for the Company’'s merchandising operations by operating a fleet of tractors and
trailers to provide carrier services for Sears and contract carrier services to commercial
customers who are unrelated to Sears. The arrangements with third parties increase SLH's
fleet utilization and improve the efficiency of its operations. SLH has developed a nationwide
distribution network to provide better and more consistent service to its customers.

(i) Services

Home Improvements — Operating under the Sears Home Improvements brand, the Company
offers a broad range of home services, including carpet and duct cleaning, installation and
assembly of heating and cooling equipment, custom window coverings, windows and doors,
and other products purchased at Sears stores.

Product Repair Services — Includes servicing of items covered under a Sears Protection

Plan, cash calls (paid labour for any appliance), as well as in-warranty service for select
Kenmore®, Craftsman®and national brand products.
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Protection Agreements — Includes single or multi-year coverage on major appliances,
electronics, vacuums, lawn and garden, fitness, and heating, ventilating and air conditioning
as well as accident protection for furniture and mattresses.

(iv} Risks

The Company’s performance may be adversely impacted by the risks that are associated with
the sourcing and delivery of merchandise including potential economic, social and political
instability in jurisdictions where suppliers are located, increased shipping costs, potential
transportation delays and interruptions, adverse foreign currency fluctuations, changes in
international laws, rules and regulations pertaining to the importation of products, quotas, and
the imposition and collection of taxes and duties.

(k) Risk Factors

For a discussion of the risks relating to the Company, see Section 9 - “Risks and
Uncertainties” of the Company’s 2016 MD&A.

4. DIVIDENDS

In 2006, Sears Canada announced that it would discontinue the practice of paying quarterly
dividends.

The Company regularly monitors its sources and uses of cash and its level of cash on hand,
and considers the most effective use of cash on hand including, among other options, the
payment of dividends.

5. GENERAL DESCRIPTION OF CAPITAL STRUCTURE
(a) Authorized Capital

The authorized common share capital of the Company consists of an unlimited number of
common shares without nominal or par value and an unlimited number of class 1 preferred
shares, issuable in one or more series (the “Class 1 Preferred Shares”).

(b) Common Shares

As at April 26, 2017, Sears had 101,877,662 common shares issued and outstanding, which
are listed for trading on the Toronto Stock Exchange (“TSX”) and on the NASDAQ Stock
Market ("“NASDAQ").

The holders of common shares are entitled to vote at all meetings of the shareholders of the
Company, except meetings at which only holders of a specified class or series of shares are
entitled to vote. The holders of common shares are entitled to receive dividends as and when
declared by the Board, subject to the dividend entitlements of the holders of the Class 1
Preferred Shares of the Company, if any. After payment to the holders of the Class 1 Preferred
Shares of the Company of the amount to which they may be entitled, and after payment of all
outstanding debts, the holders of common shares are entitled to receive the remaining
property of the Company upon the liquidation, dissolution or winding-up thereof.
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(c) Class 1 Preferred Shares

There are currently no Class 1 Preferred Shares outstanding.

For a detailed description of the rights, privileges, restrictions and conditions of the Class 1
Preferred Shares, please refer to the Articles of Amalgamation of the Company dated
December 30, 1999, which are filed on SEDAR at sedar.com and the SEC website at sec.gov.

6. MARKET FOR SECURITIES

(a) Trading Price and Volume
The outstanding common shares of the Company are listed on the TSX under the trading
symbol “SCC” and on the NASDAQ under the trading symbol “SRSC”". The following tables

set forth, for the periods indicated, the high and low closing prices of the common shares and
the number of shares traded on the TSX and NASDAQ for Fiscal 2016:

TSX

Calendar Month High($) Low($) Volume traded

February 2016 5.98 3.49 615,016
March 2016 3.67 3.07 1,037,863
April 2016 4.90 3.44 301,060
May 2016 4.85 4.04 997,646
June 2016 4.04 3.44 298,590
July 2016 4.05 3.50 160,993
August 2016 3.75 3.30 167,123
September 2016 3.63 3.21 423,530
October 2016 3.18 2.61 140,319
November 2016 2.64 2.19 777,744
December 2016 2.35 2.18 300,716
January 2017 2.29 1.86 367,160
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NASDAQ

Calendar Month High($) Low($) Volume traded

February 2016 4.27 2.61 386,518
March 2016 2.81 2.36 3,306,530
April 2016 3.90 2.63 763,081
May 2016 3.76 2.81 1,052,113
June 2016 3.14 2.64 369,751
July 2016 3.12 2.66 191,925
August 2016 2.88 2.55 662,614
September 2016 2.73 2.42 690,158
October 2016 2.40 1.95 794,592
November 2016 1.95 1.60 457,883
December 2016 1.75 1.60 1,273,721
January 2017 1.75 1.40 546,712

7. DIRECTORS AND EXECUTIVE OFFICERS

(a) Board of Directors

Directors are elected at each annual meeting of shareholders and hold office until the
Company’s next annual meeting of shareholders or until their successors are duly elected or
appointed. The Board of Directors has four Committees: Audit, Human Resources and
Compensation, Nominating and Corporate Governance, and Investment. As at the date
hereof, the names, province or state and country of residence of the directors of the Company,
their respective principal occupations and the year in which they were each elected as
directors are set out in the following table.
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DIRECTORS

Name, Province or State,
and Country of Residence

Principal Occupation

Director Since

Shahir Guindi Managing Partner December 2016
Quebec. Canada Osler, Hoskin & Harcourt LLP
’ (law firm)

R. Raja Khanna"“* Chief Executive Officer October 2007
Ontario’ Canada Blue Ant Media |nC.

(media-related company)
Deborah E. Rosati"* Corporate Director and Advisor April 2007
Ontario, Canada
Anand A. Samuel “* Analyst April 2015
Florida. U.S.A. ESL Investments, Inc.

’ (private investment firm)

Graham Savage™?* Corporate Director April 2015
Ontario, Canada
S. Jeffrey Stollenwerck® President, Sears Real Estate April 2014
lllinois, U.S.A. Business

Sears Holdings Corporation

(retail business)
Brandon Stranzl® Executive Chairman April 2015
Ontario, Canada Sears Canada Inc.
Chairman (retail business)
Heywood Wilansky? President and Chief Executive June 2016

California, U.S.A.

Officer

Strategic Management Resources

LLC

(consulting services)

' Member of the Audit Committee

2 Member of the Human Resources and Compensation Committee
3 Member of the Investment Committee
4 Member of the Nominating and Corporate Governance Committee

The following is a summary of the principal occupations, for at least the last five years, of the
directors of the Company:

1 Shahir Guindi is the managing partner of Osler, Hoskin & Harcourt LLP's Montréal
office, and formerly a member of the firm's Executive Committee. He acts for many
private equity funds in their portfolio investments and divestitures and for corporations
and investment banks in connection with corporate finance transactions. Mr. Guindi
has extensive expertise in cross-border M&A and private equity fund formation. He is a
director of the Business Development Bank of Canada. He recently joined the board of
Sears Canada Inc. and the board of the Chamber of Commerce of Metropolitan
Montreal. He sits on the boards of several other companies and was Co-Chair of
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Réseau Capital between 2010 and 2013. He is co-Chair of the 2017 Daffodil Ball
benefiting the Canadian Cancer Society.

R. Raja Khanna is currently the Chief Executive Officer of Blue Ant Media Inc. and
assumed this position in February 2008. Mr. Khanna co-founded QuickPlay Media Inc.,
a mobile video company, and served as its Chief Marketing Officer from 2004 until
2007. Previous to that position, Mr. Khanna founded Snap Media Corp., a dot com
start-up company, and held the office of Chief Executive Officer from 1995 to 2004.
Mr. Khanna is a member of the board of governors of OCAD University and a member
of the board of directors of Blue Ant Media Inc.

Deborah E. Rosati, FCPA, FCA, ICD.D is a Corporate Director and Advisor focused on
corporate governance, corporate strategy and board diversity. Ms. Rosati is the
President of her own management consulting firm, Deborah Rosati (formerly
RosatiNet). Ms. Rosati has over 30 years' experience in financial, operational and
strategic management with senior finance roles in both public and private corporations,
as well as a general partner with a national venture capital firm. Ms. Rosati is currently
on the Board of Directors of NexJ Systems Inc. Ms. Rosati is also the Co-founder and
CEO of Women Get on Board Inc.

Anand A. Samuel is currently an Analyst at ESL and assumed this position in May
2007. Prior to this, Mr. Samuel was an Associate Attorney in the Tax group at Sullivan
& Cromwell LLP from September 2005 to May 2007.

Graham Savage is a Corporate Director and currently serves on the board of Postmedia
Canada Corp. and Cott Corporation. From August 1999 to July 2008, Mr. Savage was
Founding Partner of Callisto Capital LP, and its predecessor Savage Walker Capital Inc.,
both private equity firms. Mr. Savage was Chief Financial Officer and Director of Rogers
Communications Inc. from March 1989 to November 1996. Mr. Savage has served as a
Director of Canadian Tire Corporation, Alias Corp., FMC Financial Models Limited, Leitch
Technology Corporation, Lions Gate Entertainment Corp., MDC Corp., Microcell Inc.,
Royal Group Technologies Limited, Sun Media Corp., Sun Times Media Group, Inc. and
Vitran Corporation, among others.

S. Jeffrey Stollenwerck is the President, Real Estate Business Unit at Sears Holdings
and assumed this position in February 2008. Mr. Stollenwerck has also served as the
Senior Vice President, Real Estate for Sears Holdings from March 2005 to February
2008 and the Vice President, Real Estate for Kmart Corporation from May 2003 to
March 2005. Prior to joining Sears Holdings, Mr. Stollenwerck was the Vice-President,
Research for ESL. Mr. Stollenwerck will not be standing for reelection in 2017.

Brandon G. Stranzl is the Executive Chairman of the Company and has held this
position since his appointment on July 2, 2015. Previously, Mr. Stranzl served as the
Company’s Chairman beginning April 23, 2015. Mr. Stranzl is also the General Partner
of Beaconfire Capital LP, a position he has held since April 2015. From April 2012 to
April 2015, Mr. Stranzl was the Senior Vice-President for First Pacific Advisors LLC,
managing value-oriented investments. Prior to this, he was Managing Member of BGS
Investments LLC (May 2011 to March 2012), Portfolio Manager and Head of Value
Equity and Distressed Credit at C12 Capital Management LLC (May 2010 to April
2011) and Investment Analyst for ESL (May 2008 to April 2010). This was preceded
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with various positions in the investment industry, including positions with Third Avenue
Management LLC, Morgan Stanley Asset Management and Fidelity Investments.

Heywood Wilansky has been President and CEO of Strategic Management
Resources, LLC since 2010. From 2004 to 2009, he was President and CEO of Retail
Ventures Inc., a leading off-price U.S.-based retailer operating various banners,
including Value City, Designer Shoe Warehouse, and Filene’s Basement, of which Mr.
Wilansky was President and CEO from 2003 to 2004. He was also President and CEO
of Bon-Ton Stores Inc., Foley's and Filene’s Department Stores, and held senior
executive positions with Lord & Taylor and Hecht Company. He spent his early retail
years in buying positions at Gertz and Abraham & Straus. Mr. Wilansky is a director of
Swan Products, LLC. He has also been a director of DSW Inc., Retail Ventures Inc.,
Bertucci's Corp., Steve Madden Ltd., Bon-Ton Stores and First Washington Realty
Trust, Inc., and is currently a volunteer member of The Genesis Fund.

(b) Executive Officers

As at the date hereof, the names, province or state and country of residence of the senior
leaders of the Company, and their respective principal occupations are set out in the following

table.

Name, Province or State, and Country of
Residence

Title

Lori Bailey'
Ontario, Canada

Senior Vice-President, Retail Stores

Raffi Bedikan?
Ontario, Canada

Senior Vice-President, Global Sourcing

Stephen Champion®
Ontario, Canada

Executive Vice-President, Real Estate and
Strategic Opportunities

Michael Geddes*
Ontario, Canada

Senior Vice-President, Planning and Operations

Neeraj Ghai’®
Ontario, Canada

Senior Vice-President, Ecommerce Operations

Janet Lee Mirkovich®
Ontario, Canada

Senior Vice-President, Fashion, Trend and
Private Brands

Becky Penrice’
Ontario, Canada

Executive Vice-President and Chief Operating
Officer

Jennifer Pierce®
Ontario, Canada

Senior Vice-President, Human Resources

Brandon G. Stranzl®
Ontario, Canada

Executive Chairman

Billy Wong'"®
Ontario, Canada

Executive Vice-President and Chief Financial
Officer

The following is a summary of the principal occupations, for at least the last five years, of the

senior leaders of the Company.
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Lori Bailey is the Senior Vice-President, Store Operations, a position she assumed in
September 2016. Prior to this, Ms. Bailey served as the Chief Customer and In-Store
Experience Officer from May 2014 to September 2016. Ms. Bailey previously held the
position of Vice-President Retail & E-Commerce at Nine West Canada. Prior to that,
she held various positions at Jones Apparel Group and GAP Inc.

Raffi Bedikian is the Senior Vice-President, Global Sourcing and Import Logistics, a
position to which he was appointed in September 2016. Mr. Bedikian joined the
Company in January 2012 as Vice-President, Global Sourcing and Import Logistics.
Mr. Bedikian also serves as the Chairman of the Canadian Retailers Shipping
Association.

Stephen Champion is the Executive Vice-President, Real Estate and Strategic
Opportunities, a position to which he was appointed in June 2016. Prior to this, Mr.
Champion served as the Company’s Senior Vice President, Real Estate. He was
appointed to this role in September 2015 after serving as interim Senior Vice-
President, Real Estate, a position he held from July 2014. Mr. Champion previously
served as the Company's Vice-President, Real Estate from December 2012 to June
2014 after joining the Company in 2011 as the Divisional Vice-President, Real Estate.
Prior to joining Sears, Mr. Champion was the Managing Director, Corporate
Development for Colliers International from 2007 to 2011. Mr. Champion received his
B.A. from the University of Washington in International Relations, and holds an MBA
from the University of British Columbia. He has continued his executive education at
Harvard University Business School.

Michael Geddes is the Senior Vice-President, Merchandise Planning & Operations and
was appointed to this position in August 2015. Prior to this appointment, Mr. Geddes
held the position of Interim President at Jones Apparel Group Canada from April 2015
to August 2015. Previous to this role and from 2011 to 2015, Mr. Geddes was the
Senior Vice-President, Merchandise Planning, Operations — Supply Chain at Jones
Apparel Group Canada. From 2000 to 2011, Mr. Geddes held various senior roles at
the Hudson’s Bay Company in planning, replenishment, sourcing and processes.

Neeraj Ghai is the Senior Vice-President, E-Commerce Operations, a position to which
he was appointed effective March 2017. Prior to this Mr. Ghai served as the
Company's Vice President, Services and Support Operations. Mr. Ghai joined the
Company in March 2009. Prior to this, Mr. Ghai held increasingly senior positions at
HSBC and Citigroup.

Janet Lee Mirkovich is the Senior Vice-President, Merchandising (Fashion & Trend,
Design, A&A, Soft Home and The Cut), a role she assumed in March 2017. Prior to
this, Ms. Lee Mirkovich served as the Company’'s Senior Vice-President, Fashion,
Trend & Private Brands from October 2016 to March 2017. Ms. Lee Mirkovich
Previously, Ms. Lee Mirkovich had served as the Vice President, Private Brands from
May 2016 to October 2016.

Becky Penrice is the Executive Vice-President and Chief Operating Officer, having
been appointed to this role in April 2016. Prior to this, Ms. Penrice served as the
Company’s Senior Vice-President and Interim Chief Operating Officer from February
2016 to April 2016. Ms. Penrice held the role of Senior Vice-President, Human
Resources and Information Technology from September 2015 to February 2016. Prior
to this appointment, Ms. Penrice served as the Senior Vice-President, Human
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Resources from September 2013 to February 2015. Prior to joining the Company, Ms.
Penrice held various senior roles at The Hudson’s Bay Company, including Senior
Vice-President, Human Resources Corporate and Talent Management, Vice-President,
Human Resources Corporate, General Manager, HR Merchandising, Marketing and
Global Sourcing, Director, HR Merchandising and Marketing, National Manager,
Human Resources, Supply Chain and Logistics, and Human Resources Programs
Manager, Managed Services.

8. Jennifer Pierce is the Senior Vice-President, Human Resources, having been
appointed to this role in April, 2016. Prior to this, Ms. Pierce served as the Interim
Senior Vice-President, Human Resources. Ms. Pierce joined the Company in February
2015, leading Talent Management & Organizational Change Management as well as
assuming the broader HR scope across the organization. Ms. Pierce has a breadth of
experience working with major retailers and human capital consultancies, including
HBC, Optimum Talent and KPMG.

9. Refer to Section 7(a)(7).

10. Billy Wong is the Executive Vice-President and Chief Financial Officer, having been
appointed to this role in December 2016. Prior to this, Mr. Wong served as the
Company’s Interim Chief Financial Officer, a position to which he was appointed in July
of 2016. Mr. Wong was previously the Senior Vice-President, Corporate Financial
Planning from February 2016 to July 2016. Prior to this, Mr. Wong held the role of
Vice-President, Corporate Financial Planning from March 2015 to February 2016.
From June 2013 to March 2014, Mr. Wong was the Divisional Vice-President,
Forecasting Planning and Analysis. In addition to his experience at Sears Canada, Mr.
Wong has held various roles in Continuous Improvement and Audit at major
corporations, including The Shopping Channel, TD Bank, and Foresters.

(c) Ownership of Common Shares by Directors and Executive Officers

As at April 26, 2017, the directors and executive officers of the Company, as a group,
beneficially owned, directly or indirectly, or exercised control or direction over 5,220 common
shares, representing less than 1% of the Company’s issued and outstanding common shares.

(d) Cease Trade Orders, Bankruptcies, Penalties or Sanctions

To the knowledge of the Company, except as hereinafter described, no director or executive
officer of the Company is, has or has been, within ten years before the date hereof, (a) a
director, chief executive officer or chief financial officer of any company, including Sears
Canada or any personal holding company, that (i) was subject to a cease trade order, an order
similar to a cease trade order or an order that denied the relevant company access to any
exemption under securities legislation, that was in effect for a period of more than 30
consecutive days, that was issued while that person was acting in that capacity, or (ii) was
subject to a cease trade order, an order similar to a cease trade order or an order that denied
the relevant company access to any exemption under securities legislation, that was in effect
for a period of more than 30 consecutive days, that was issued after the director or executive
officer ceased to be a director, chief executive officer or chief financial officer and which
resulted from an event that occurred while that person was acting in the capacity as director,
chief executive officer or chief financial officer or (b) a director or executive officer of any
company, including Sears Canada or any personal holding company, that, while that person
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was acting in that capacity, or within a year of that person ceasing to act in that capacity,
became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency
or was subject to or instituted any proceedings, arrangement or compromise with creditors or
had a receiver, receiver manager or trustee appointed to hold its assets; or (c) become
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or
become subject to or instituted any proceedings, arrangement or compromise with creditors or
had a receiver, receiver manager, or trustee appointed to hold the assets of the director or
executive officer.

Graham Savage was a director of Microcell Inc. when it filed for protection under the
Companies' Creditors Arrangement Act (Canada) in January 2003. From July 2003 until
November 30, 2009, Mr. Savage was a director of Sun-Times Media Group, Inc., a successor
entity of Hollinger International Inc. ("Hollinger"). On June 1, 2004, the Ontario Securities
Commission issued a permanent management cease trade order (the "Ontario Cease Trade
Order") against the insiders of Hollinger for failing to file its interim financial statements and
interim management's discussion and analysis for the three-month period ended March 31,
2004 and its annual financial statements, management's discussion and analysis, and the
annual information form for the year ended December 31, 2003. In addition, the British
Columbia Securities Commission issued a cease trade order against insiders of Hollinger
resident in British Columbia on May 21, 2004, as updated on May 31, 2004 (the "BC Cease
Trade Order"). The Ontario Cease Trade Order was allowed to expire on January 9, 2006 and
is no longer in effect. The BC Cease Trade Order was revoked on February 10, 2006 and is
no longer in effect.

(e) Conflicts of Interest

To the knowledge of Sears, no director or executive officer of the Company has an existing or
potential material conflict of interest with Sears or any of its subsidiaries.

8. LEGAL PROCEEDINGS

For a description of the legal proceedings, see Section 9 - “Risks and Uncertainties” of the
Company’s 2016 MD&A.

9. INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Other than as set out below, to the knowledge of Sears, (i) no director or executive officer of
the Company, (ii) ESL, (iii) Sears Holdings, (iv) Fairholme or any other person or company that
beneficially owns, or controls or directs, directly or indirectly, more than 10% of any class or
series of the outstanding voting securities of the Company and, (v) any of their respective
associates or affiliates has or had any material interest, directly or indirectly, in any transaction
within the three most recently completed financial years, or during the current financial year, or
in any proposed transaction, that has materially affected or will or would materially affect
Sears.

In October 2014, Sears Holdings announced the commencement of a rights offering for
40,000,000 common shares of the Company (the “Rights Offering”). Each holder of Sears
Holdings’ common stock received one subscription right for each share of Sears Holdings’
common stock held as of the close of business on October 16, 2014. Each subscription right
entitled the holder to purchase their pro rata portion of the Company’s common shares being
sold by Sears Holdings in the rights offering at a price of $10.60 per share. In connection with
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the Rights Offering, the Company listed its common shares on the NASDAQ where the rights
were also listed. The subscription rights expired at the close of business on November 7,
2014. ESL exercised its pro rata portion of the rights in full prior to November 1, 2014. The
rights offering is further described in a prospectus filed with securities regulators in Canada
and the United States on October 15, 2014, and can be accessed through the SEDAR
website at sedar.com, and on the SEC website at sec.gov.

In connection with the rights offering announced by Sears Holdings, the Company and Sears
Holdings agreed to extend the agreement pursuant to which the Company licenses the right to
use the “Sears” name and certain other brand names associated with a number of its major
product lines. See Section 3 — “Description of the Business”, subsection (d) — “Intangible
Properties”.

10. TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for Sears is CST Trust Company, with offices in Toronto,
Ontario and Montreal, Québec and American Stock Transfer & Trust Company, LLC with
offices located in New York.

CST Trust Company
Answerline:  (416) 682-3860
1-800-387-0825

Website: canstockta.com
Email: inquiries@canstockta.com

American Stock Transfer & Trust Company, LLC
Answerline:  1-800-937-5449

Website: amstock.com
E-Mail: info@amstock.com

1. MATERIAL CONTRACTS

The following contracts are considered to be material to the Company. Those contracts that
were entered into in the ordinary course of business and which do not satisfy the requirements
for disclosure have not been included below:

(a) Revolving Credit Agreement. The Credit Agreement, dated September 10,
2010, made between Sears Canada and a syndicate of lenders, amended in
August 2012, amended and extended in May 2014 and amended in August
2015 but not materially.

(b) Term Credit Agreement. The Credit Agreement, dated March 20, 2017, made
between Sears Canada and a syndicate of lenders.

(c) Licenses. The Company has a royalty-free license from Sears Roebuck to use
the name “Sears” as part of its corporate name, as well as a royalty-free
license to use other brand names, such as Kenmore® and DieHard®. The
royalty-free license agreement was amended in October 2014 and in March
2017. See Section 3 — “Description of the Business”, subsection (d) —
“Intangible Properties”.
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Except as disclosed immediately above, contracts that were entered into by the Company
before January 1, 2002 are not disclosed.

The above agreements are available on SEDAR at sedar.com and the SEC website at
sec.gov.

12. EXPERTS

The Company's consolidated financial statements for the years ended January 28, 2017 and
January 30, 2016 have been audited by Deloitte LLP. Deloitte LLP is independent of the
Company within the meaning of the Rules of Professional Conduct of the Chartered
Professional Accountants of Ontario.

13.  AUDIT COMMITTEE INFORMATION

(a) Audit Committee Charter
Please see Appendix A for the complete text of the Audit Committee Charter.
(b) Composition of the Audit Committee

As of the date hereof, the three members of the Audit Committee are as follows: Graham
Savage (Chair), R. Raja Khanna and Deborah E. Rosati.

Each member of the Audit Committee is independent and financially literate as required by
National Instrument 52-110 - Audit Committees, as amended, of the Canadian Securities
Administrators (“NI 52-110"). In assessing financial literacy, the Board refers to the definition
contained in NI 52-110.

The Board believes that the composition of the Audit Committee reflects a high level of
financial literacy. The following is a description of the education and experience of each
member of the Audit Committee that is relevant to the performance of his or her
responsibilities as a member of the Committee.

Graham Savage holds a Bachelor of Arts degree in Business from Queen’s University and an
MBA from Queen’s University. Mr. Savage has 40 years of experience in the finance and
investment industry, including seven years as Chief Financial Officer of Rogers
Communications Inc. Mr. Savage currently serves on the board of Postmedia Network
Canada Corp. and Cott Corporation. Mr. Savage has been a member of many board audit
committees, a number of which he has chaired.

R. Raja Khanna holds a Bachelor of Laws degree from Osgoode Hall Law School and a
Bachelor of Science degree in Philosophy and Genetics from the University of Toronto. Mr.
Khanna is currently the Chief Executive Officer of Blue Ant Media Inc. Mr. Khanna is also the
co-founder of QuickPlay Media Inc., a mobile video company, of which he served as Chief
Marketing Officer from 2004 until 2007.

Deborah E. Rosati holds an Honours Bachelor's degree in Business Administration from
Brock University and is a Fellow Chartered Professional Accountant and certified Director,
ICD.D (2008). Ms. Rosati is the President of her own management consulting firm, Deborah
Rosati (formerly RosatiNet). Ms. Rosati has over 30 years’ experience in financial, operational
and strategic management with senior finance roles in both public and private corporations.
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Previously, Ms. Rosati was a general partner of the venture capital firm Celtic House. Ms.
Rosati was also the Chief Financial Officer of TimeStep Corporation. Ms Rosati is currently on
the Board of Directors of NexJ Systems Inc. Ms. Rosati is also the Co-founder and CEO of
Women Get On Board Inc. Ms. Rosati is a member of the Chartered Professional Accountants
of Canada, Chartered Professional Accountants of Ontario and the Institute of Corporate
Directors.

(c) Pre-Approval Policies and Procedures

The Audit Committee has adopted a policy for the approval of all services rendered by the
external auditors of the Company. As part of its mandate, the Audit Committee regularly
examines the scope of all of the services provided by Deloitte LLP. This policy outlines the
services which are audit and audit related, non-audit related and prohibited. Under this policy,
the aggregate fees for non-audit related services rendered by the external auditors shall not
exceed 50% of the total audit and audit related fees per annum without the pre-approval of the
Audit Committee.

(d) Auditors’ Service Fees

Fees paid to Deloitte LLP in Fiscal 2016 and Fiscal 2015 were as follows:

External Auditor Service Fees Fiscal 2016 Fiscal 2015
Audit Fees' $2,109,505 $2,236,300
Audit-Related Fees” $48,150 $59,920
Total $2,157,655 $2,296,220

! Includes fees for professional services provided in conjunction with the audit of the Corporation’s financial

statements, review of the Corporation’s quarterly financial statements and attestation services normally
provided in connection with statutory and regulatory filings and engagements.

Includes fees for assurance and related professional services primarily related to the audit of associate
benefit plans.

14.  ADDITIONAL INFORMATION

Additional information, including directors’ and officers’ remuneration and indebtedness,
principal holders of the Company’s securities and securities authorized for issuance under the
Company’s equity compensation plans, are contained in the Company's MPC. Additional
financial information is provided in the Company’s consolidated financial statements and 2016
MDG&A for the year ended January 28, 2017.

Copies of these documents are available upon request from the Office of the Secretary of the
Company and may be found on SEDAR at sedar.com and the SEC website at sec.gov.
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APPENDIX A

AUDIT COMMITTEE
OF THE
BOARD OF DIRECTORS
OF
SEARS CANADA INC.

CHARTER
(amended and restated as of November 17, 2014)

DEFINITIONS
In this Charter the following terms have the meaning set out below:

“Affiliate” means the relationship of bodies corporate where one body corporate is the
subsidiary of the other or each of them is a subsidiary of the same body corporate or is
controlled by the same person;

“Board” means the Board of Directors of the Corporation;
“Chair” means the chair of the Committee;

“Chief Executive Officer” or “CEO” means the Chief Executive Officer and/or the
President of the Corporation or the individual holding the highest executive function of
the Corporation appointed by the Board;

“CFO” means the Chief Financial Officer of the Corporation appointed by the Board;
“Committee” means the Audit Committee established by the Board;
“Corporation” means Sears Canada Inc.;

“Director” means an individual elected to the Board by shareholders of the
Corporation, or appointed to and by the Board;

“External Audit Services Policy” means the policy, attached hereto and forming part
of the Charter of the Committee, regarding the services provided by the External
Auditor;

“External Auditor” means the external auditor appointed by the shareholders of the
Corporation;

“Financially Literate” means the requirements of financial literacy as defined in
National Instrument 52-110 Audit Committees, as amended, and includes, without
limitation, the ability to read and understand a set of financial statements that present a
breadth and level of complexity of accounting issues comparable to those that can
reasonably be expected to be raised by the Corporation’s financial statements;

“Independent Director” means a Director who meets the requirements of
independence as defined in National Instrument 52-110 Audit Committees, as
amended, and includes, without limitation, a Director who has no direct or indirect
material relationship with the Corporation or any of its Affiliates, that is, a relationship
which could, in the view of the Board, reasonably interfere with the exercise of the
Director’s independent judgement;

28



“Member” means an Independent Director appointed to the Committee by the Board;
and

“ROC” means the Risk Oversight Committee of the Corporation, whose purpose is to
identify, assess and monitor the principal risks of the Corporation and ensure that
management has a structured process in place for managing, mitigating and
controlling those risks.

PURPOSE
The purpose of the Committee is to assist the Board in its oversight of:
(a) the integrity of the Corporation’s financial reporting;

(b) the independence, qualifications, appointment and performance of the External
Auditor;

(c) the mandate and performance of the Corporation’s internal audit department;
and

(d) management responsibility for reporting on internal controls.

STRUCTURE
(a) The Committee shall be composed of three or more Members.

(b) Members shall hold office from the time of their appointment until the earlier of
their removal or resignation from the Committee and the conclusion of the next
annual general meeting of shareholders of the Corporation.

(c) One of the Members shall be appointed by the Board as the Chair.

(d) Unless otherwise determined by resolution of the Board, the Secretary of the
Board shall be the Secretary of the Committee. The Secretary of the
Committee shall maintain the records of the Committee.

(e) Every Member shall be Financially Literate.

f No Member may accept directly or indirectly any fees from the Corporation or
any of its affiliates other than remuneration for acting as a Member, Director or
a member of any other committee of the Board. For greater certainty, no
Member or the organization of which he or she is an employee, owner or
partner shall accept any consulting, advisory or other compensatory fee from
the Corporation.?

(9) The Committee shall establish its own procedures, including the timing and
place of meetings, as it considers necessary or advisable.

2 For greater certainty, the indirect acceptance by a Member of any fee includes acceptance of a fee by an
immediate family member or a partner, member or executive officer, or a person who occupies a similar position
with an entity that provides accounting, consulting, legal, investment banking or financial advisory services to the
Corporation or any of its Affiliates.

29



ROLE OF THE CHAIR

The main responsibilities of the Chair are as follows:

(a)

Call and chair all meetings of the Committee. If the Chair is unavailable or
unable to attend a meeting of the Committee, then the Chair shall request
another Member to chair the meeting, failing which, the acting Chair shall be
designated by the Members present at the meeting to chair the meeting;

Develop the agenda for meetings of the Committee with or without consulting
management;

Hold the right to cast a vote to resolve any ties on matters that require
Committee approval;

Act as the primary contact between the Committee and the External Auditor
and management;

If required, pre-approve the services of the External Auditor services in
accordance with the External Audit Services Policy;

Report to the Board on all meetings and activities of the Commiittee; and

Assume other responsibilities as this Charter, the Committee or the Board may
specify from time to time.

RESPONSIBILITIES

The Committee shall have the following duties and responsibilities:

A.

Financial Reporting

(1) Review with management and the External Auditor, and approve and/or
recommend for approval by, and report to, the Board, as the case may
be, with respect to:

(i) the annual and quarterly financial statements and the annual
and interim CEO and CFO certificates and press releases
related thereto, as well as accounting policies, accounting
judgements, accruals, estimates, material related party
transactions (and in addition, will now pre-approve all related party
transactions having a value greater than $1 milion) and other
relevant matters;

(i) the annual and interim Management’s Discussion & Analysis;

(iii) the Annual Information Form and Annual Report on Form 40-F;
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(vi)

all financial information which is to be included in any public
disclosure documents, including the Annual Report,
prospectuses, and offering memoranda;

the annual certificate provided by the CEO, the CFO and the
Secretary of the Board confirming, among other things,
compliance with the Code of Business Conduct and the personal
benefits policy and that the Corporation is current with respect to
all withholdings and remittances; and

the status of any material pending litigation.

B. External Auditor

@) Appointment and Review of External Auditor

(iii)

(iv)

(v)

(vi)
(vii)

Recommend to the Board the appointment of the External
Auditor by the shareholders of the Corporation.

Communicate directly with the External Auditor and meet
privately with the External Auditor as frequently as the
Committee determines is appropriate to fulfil its responsibilities.

Obtain annually from the External Auditor a letter of
engagement, audit scope presentation and confidentiality letter
addressed to the Committee.

Obtain annually from the External Auditor confirmation that it is
in good standing with the Canadian Public Accountability Board
and Public Company Accountability Oversight Board.

Pre-approve all services to be provided to the Corporation or its
Affiliates by the External Auditor, the estimated cost thereof and
any change in scope pertaining to an approved service. This
responsibility may be exercised by: (i) management, only with
respect to audit and audit-related services up to a maximum of
$150,000; or (ii) the Chair and, in his or her absence, by any
Member, in circumstances where urgent approval is necessary,
provided, however, that all such approvals granted outside the
regularly scheduled meetings of the Committee shall be ratified
by the Committee as soon as practicable. With respect to (i)
above, once ratified by the Committee, the limit of $150,000 will
be re-established.

Oversee the services rendered by the External Auditor.

Oversee and assist in the reconciliation of differing opinions and
practices between management and the External Auditor
regarding financial and other public disclosure reporting.

Assess compliance by the External Auditor and management
with the External Audit Services Policy.

Recommend to the Board for its approval the fees and
disbursements for services rendered by the External Auditor.
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(x) Review and approve the Corporation’s hiring policies regarding
partners, employees and former partners and employees of the
External Auditor and any former external auditor of the
Corporation.

(2) Independence of External Auditor

1)) Obtain annually from the External Auditor a formal written
independence affirmation disclosing all relationships between
the External Auditor and its related entities and the Corporation
and its Affiliates and engage in a dialogue with the External
Auditor if any disclosed relationship or service may impact its
objectivity and independence.

(i) Confirm that the External Auditor has complied with the rules on
rotation of certain members of the audit engagement team.

C. Internal Audit

The leader of the outsourced internal audit group shall report directly to the
Committee and the Committee shall:

(1) Review with the leader of the outsourced internal audit group, the
External Auditor and management, the mandate and adequacy of
resources of the outsourced internal audit group, as well as the group’s
unfettered access to the Committee and the records of the Corporation
that are relevant to the matters being audited;

(2) Discuss with the leader of the internal audit group whether there are any
restrictions or limitations in the discharge of his/her responsibilities and,
if required, mediate and resolve any outstanding dispute between the
internal audit group and management;

(3) Review, at least quarterly, progress reports of the internal audit group
with respect to its activities;

(4) Review with the External Auditor and management the performance of
the internal audit group; and

(5) Approve any change in the appointment of the leader of the internal
audit group and any change in the reporting structure of the leader of
the internal audit group with respect to where the position reports.

D. Accounting Systems and Internal Controls
Following consultation with the External Auditor and management, determine and report to
the Board on the adequacy of the existing internal control framework and ensure that

adequate procedures are in place for the review of the Corporation’s public disclosure of
financial information and periodically assess the adequacy of those procedures.
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Other

(1 Review compliance with required tax remittances and other deductions
required by applicable law.

(2) Establish procedures for the receipt, retention and treatment of
complaints received by the Corporation regarding accounting, internal
accounting controls, or auditing matters, and the confidential and
anonymous submission of concerns by employees regarding
questionable accounting or auditing matters. In connection with this
responsibility, management will report regularly to the Committee
regarding the operation of the Corporation’s Ethics Hotline.

(3) Oversee the functioning of the Corporation's ROC and its processes.
Notwithstanding the foregoing, the responsibility of establishing and
assessing the principal risks of the Corporation and their parameters
remains with the Board. A senior manager of the Corporation is
responsible for the ROC and provides a presentation, periodically, to the
Committee.

(4)  Monitor, and make recommendations to the Board in connection with,
emerging trends and regulatory initiatives regarding the Committee’s
role and responsibilities.

MEETINGS

(a)

(b)

(c)

(d)

The Committee shall meet at least three times per year and may meet more
often if required.

The Chair of the Board, the CEO and the CFO shall be entitled to attend all
meetings of the Committee unless they are requested by the Committee not to
do so.

The quorum necessary for the transaction of business at Committee meetings
shall be three Members.

The Committee may meet in person or by telephone and may pass resolutions
in lieu of a meeting, provided such resolutions are signed by every Member.

The Committee shall hold an in camera session following each meeting with:

(i) the head of the internal audit department (without management) if
internal audit made a presentation at such meeting;

(i) the External Auditor (without management);

(i) management (without the External Auditor), if deemed appropriate; and

(iv) Members only.

GENERAL

(a)

(b)

The Committee shall have unrestricted access to management and pertinent
information and shall be provided with the necessary resources for that
purpose.

The Committee shall have the authority to engage external advisors, as it
deems appropriate, to assist the Committee in the performance of its duties.
The Committee shall set the compensation for such external advisor and the
Corporation shall cover the costs of such advisors.
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The Committee shall have the authority to delegate, as appropriate, certain of
its responsibilities and activities to one or more Members or to a subcommittee
of the Committee.

The Committee shall review and assess the currency and adequacy of this
Charter and the External Audit Services Policy on an annual basis and
recommend any appropriate changes thereto for approval by the Board.
Notwithstanding the foregoing, the Board has the inherent jurisdiction to initiate
and approve changes to this Charter and the External Audit Services Policy at
any time.

In conjunction with the regular assessment of Board effectiveness, review and
evaluate the Committee’s performance.
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SCHEDULE

External Audit Services Policy forming part of the Charter of the
Audit Committee of the Board of Directors of Sears Canada Inc.
(amended and restated as of February 25, 2014)

DEFINITIONS

“Capitalized” terms used herein shall have the meaning set forth in the Charter unless
otherwise defined herein.

PURPOSE AND APPLICABILITY

The External Auditor provides annual audit and audit-related services and certain non-audit
related services to the Corporation.

The Corporation recognizes the importance of maintaining the independence of its External
Auditor and believes that the independence of the External Auditor, both in appearance and in
fact, is a shared responsibility involving management, the Audit Committee (the “Committee”)
and the External Auditor.

This policy sets out the guidelines and procedures that have been approved by the
Committee.

POLICY STATEMENT

Pre-approval

All services provided by the External Auditor, both audit and non-audit, must be pre-approved
by the Committee, including the cost thereof and any change in scope pertaining to an
approved service. Such pre-approval may be given at any time up to one year in advance of
the commencement of the specified services. The authority to pre-approve any such service
is vested in the Committee and may also be exercised by: (i) management, only with respect
to audit and audit-related services, up to a maximum of $150,000; or (ii) the Chair and, in his
or her absence, by any Member in accordance with Section 5 B(1)(v) of the Charter.
Notwithstanding the foregoing, in no event may the External Auditor provide services on a
contingent fee basis.

Audit and Audit-Related Services

The following audit and audit-related services are provided to the Corporation by the External
Auditor;

Audit of the Corporation’s financial statements

Audit of the Sears Registered Retirement Plan

Audit of the Sears Plan for Sharing Profits with Employees

Review of the Annual Information Form and Annual Report on Form 40-F

Review of the Management Proxy Circular

Review of the Annual Reports of the Corporation

Quarterly Reviews

Accounting consultations and support related to International Financial Reporting

Standards (IFRS) and generally accepted accounting principles (including new accounting

standards, and non-recurring transactions)

o Consent letters, comfort letters, reviews of securities filings and similar services that
incarporate or include the audited financial statements of the Corporation

e An opinion on the internal control over financial reporting of the Corporation
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Non-Audit Related Services

All permissible non-audit related services provided by the External Auditor must be pre-
approved by the Committee. A high proportion of fees for non-audit related services in relation
to the External Auditor’s total annual fees could impair or be perceived to impair the External
Auditor’s independence as the Corporation’s External Auditor. Fees for the non-audit related
services, including but not limited to those listed below, shall not, in the aggregate, exceed fifty
percent (50%) of the External Auditor’s total audit and audit-related fees to the Corporation per
annum without the pre-approval of the Committee. Moreover, management is responsible for
monitoring and reporting to the Committee, periodically, the non-audit related services
rendered by the External Auditor and the costs thereof.

e Tax compliance and planning

¢ Control assurance services

e E-Business application security and controls

e Operational audits (including assessments of system
security and controls and operational and process risks)

e Strategic assessments of internal audit functions

¢ Employee benefit tax consulting

e International assignment services

e Acquisition due diligence (excluding business valuation)

Prohibited Services

The provision by the External Auditor to the Corporation of non-audit services, which could
impair or be perceived to impair the External Auditor's independence as the Corporation's
External Auditor are prohibited. This also includes any services which the Canadian Public
Accountability Board or the Public Company Accounting Oversight Board determines to be
impermissible.

COMMITTEE REVIEW OF SERVICES
Reporting
The Corporation will periodically prepare and the Committee shall review the following:

e Areport summarizing the services, or grouping of related services, provided by the
External Auditor during the current fiscal year, on a year to date basis with
comparatives for the prior year;

o Alisting of newly pre-approved services since the last regularly scheduled meeting;
and

e An updated projection for the current fiscal year of the estimated annual fees to be
paid to the External Auditor, including a listing of anticipated non-audit related
services, if the cost thereof is likely to exceed fifty percent (50%) of the total audit
and audit-related services fees to the Corporation per annum.

In each year, the following documents shall be delivered by the External Auditor to the

Committee:

1. Engagement Letter (addressed jointly to the Committee and the Chief Financial
Officer);

2. Audit Scope Presentations (addressed to the Committee);
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32 Independence Letter (addressed to the Committee); and

4, Confidentiality Letter issued by the Corporation and accepted by the External
Auditor.

Disclosure

All fees paid to the External Auditor shall be disclosed in the Corporation’s annual proxy
statement in accordance with applicable securities laws.

EFFECTIVE DATE
This policy first came into force on April 12, 2002.
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Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. 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
ALBERTALTD., 4201531 CANADA INC., 168886 CANADA INC. AND
3339611 CANADA INC.

APPLICANTS
EIGHTEENTH REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC.,
IN ITS CAPACITY AS MONITOR
A. INTRODUCTION
1. On June 22, 2017, Sears Canada Inc. (“Sears Canada”) and a number of its operating

subsidiaries (collectively, with Sears Canada, the “Applicants”) sought and obtained an
initial order (as amended and restated on July 13, 2017, the “Initial Order”), under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
“CCAA”). The relief granted pursuant to the Initial Order was also extended to Sears
Connect, a partnership forming part of the operations of the Applicants (and together with
the Applicants, the “Sears Canada Entities”). The proceedings commenced under the
CCAA by the Applicants are referred to herein as the “CCAA Proceedings”.

2. The Initial Order, among other things:



@ appointed FTI Consulting Canada Inc. as monitor of the Sears Canada Entities
(the “Monitor”) in the CCAA Proceedings;

(b) granted an initial stay of proceedings against the Sears Canada Entities until July
22, 2017,

(©) authorized the Sears Canada Entities to enter into the DIP Credit Agreements and

access funds available under the facilities provided under these agreements; and
(d) scheduled a comeback motion for July 13, 2017 (the “Comeback Motion”).

Following the Comeback Motion, the Court extended the Stay Period to October 4, 2017.

In addition, the following orders were issued:
@) the amended and restated Initial Order;

(b) an order setting out the terms of the appointment of Ursel Phillips Fellows
Hopkinson LLP as representative counsel for the non-unionized active and former

employees of the Sears Canada Entities (“Employee Representative Counsel”);

(©) an order setting out the terms of the appointment of Koskie Minsky LLP as
representative counsel to the non-unionized retirees and non-unionized active and
former employees of the Sears Canada Entities with respect to pension and post-

employment benefit matters (“Pension Representative Counsel”);

(d) an order authorizing the eventual suspension of special payments under the Sears
Canada Pension Plan, certain payments in connection with supplemental pension
plans and certain payments under post-retirement benefit plans pursuant to a term
sheet agreed to by the Ontario Superintendent of Financial Services, as
Administrator of the Pension Benefits Guarantee Fund (the “Superintendent”),
Employee Representative Counsel, Pension Representative Counsel, each of their
respective representatives, and the Sears Canada Entities; and



(e) an order approving a sale and investor solicitation process (the “SISP”) to solicit
interest in potential transactions, including investment and liquidation proposals,

involving the business, property, assets and/or leases of the Applicants.

On July 18, 2017, the Court issued an order approving an agreement and a process for the
liquidation of inventory and FF&E at certain initial closing Sears Canada locations,

which liquidation process is now completed.

On October 13, 2017, the Court issued, among other orders, an order (a) approving an
agreement and a process (the “Second Liquidation Process”) for the liquidation of the
inventory and FF&E at all remaining Sears Canada retail locations, which liquidation

commenced shortly thereafter and is now completed.

On December 8, 2017, the Court issued an Order (the “Claims Procedure Order”)
approving a claims process for the identification, determination and adjudication of
claims of creditors against the Sears Canada Entities and their Officers and Directors; and
(if) an Omnibus Approval and Vesting Order (the “Omnibus Approval and Vesting
Order”) authorizing the Applicants to complete sales of residual assets (“Residual
Assets”) not exceeding $5 million in any one transaction without seeking further Court
approval, and vesting those residual assets in the applicable purchaser free and clear of

the claims and encumbrances against those assets.

The Claims Procedure Order also directed the Monitor to assess in detail, with reasonably
sufficient particulars and analysis, the validity and quantum of all intercompany claims,
and to serve on the Service List and file with the Court a report detailing the work
performed (the “Intercompany Claims Report”). The Monitor served the Intercompany
Claims Report on the Service List on April 2, 2018 and filed it with the Court.

On February 22, 2018, the Court issued an Employee and Retiree Claims Procedure
Order (the “E&R Claims Procedure Order”) approving a process for the identification,
determination and adjudication of claims of employees and retirees of the Sears Canada

Entities.



10.

11.

12.

13.

On March 2, 2018, the Court issued an Order appointing Lax O’Sullivan Lisus Gottlieb
LLP as Litigation Investigator (the “Litigation Investigator Order”), with a mandate to
identify and report on certain rights and claims that the Sears Canada Entities and/or any
creditors of the Sears Canada Entities may have against any parties.

The liquidation of assets at Sears Canada’s retail locations is now completed, all retail
locations are closed, and leases in respect of such locations have been disclaimed. The
monetization of Residual Assets is now substantially complete. The other major assets of
the Sears Canada Entities that remain to be realized upon are the Applicants’ remaining

real estate assets.

Since the date of the Comeback Motion, the stay period has been extended a number of

times and currently expires on May 11, 2018.

In connection with the CCAA Proceedings, the Monitor has provided seventeen reports
and eight supplemental reports (collectively, the “Prior Reports”), and prior to its
appointment as Monitor, FTI also provided to this Court a pre-filing report of the
proposed Monitor dated June 22, 2017 (the “Pre-Filing Report”). The Pre-Filing Report,
the Prior Reports and other Court-filed documents and notices in these CCAA
Proceedings are available on the Monitor’s website

at cfcanada.fticonsulting.com/searscanada/ (the “Monitor’'s Website”).

PURPOSE

The purpose of this eighteenth report of the Monitor (the “Eighteenth Report™) is to

provide the Court with information regarding:

@) developments in the CCAA Proceedings since the date of the Monitor’s
Seventeenth Report to the Court dated April 11, 2018 (the “Seventeenth
Report”);

(b) the Applicants’ request for an order (the “Stay Extension Order”) extending the
Stay Period to July 31, 2018;


http://cfcanada.fticonsulting.com/searscanada/

14.

15.

16.

17.

(©) the Applicants’ request for an order (the “Mediation Order”) approving an
outline for the mediation of significant outstanding issues in these CCAA

Proceedings; and
(d) the Monitor’s comments and recommendations in connection with the foregoing.

TERMS OF REFERENCE

In preparing this Eighteenth Report, the Monitor has relied upon audited and unaudited
financial information of the Sears Canada Entities, the Sears Canada Entities’ books and
records, certain financial information and forecasts prepared by the Sears Canada Entities
and discussions and correspondence with, among others, the senior management
(“Management”) of, and advisors to, the Sears Canada Entities (collectively, the

“Information”).
Except as otherwise described in this Eighteenth Report:

@) the Monitor has not audited, reviewed or otherwise attempted to verify the
accuracy or completeness of the Information in a manner that would comply with
Generally Accepted Assurance Standards pursuant to the Chartered Professional

Accountants of Canada Handbook; and

(b) the Monitor has not examined or reviewed the financial forecasts or projections
referred to in this Eighteenth Report in a manner that would comply with the
procedures described in the Chartered Professional Accountants of Canada
Handbook.

Future-oriented financial information reported in or relied on in preparing this Eighteenth
Report is based on Management’s assumptions regarding future events. Actual results

will vary from these forecasts and such variations may be material.

The Monitor has prepared this Eighteenth Report in connection with the Applicants’
motions for the Stay Extension Order and the Mediation Order. The Eighteenth Report
should not be relied on for any other purpose.



18.

19.

D

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian Dollars.

Capitalized terms not otherwise defined herein have the meanings ascribed to them in the
following documents filed as part of the CCAA Proceedings: (i) the affidavits of Mr.
Billy Wong, the Chief Financial Officer of Sears Canada; (ii) the affidavit of Ms. Becky
Penrice, Executive Vice-President and Chief Operating Officer of Sears Canada; (iii) the
affidavit of Mr. Philip Mohtadi, General Counsel and Corporate Secretary of Sears
Canada; and (iv) the Prior Reports.

UPDATE ON THE CCAA PROCEEDINGS AND THE ACTIVITIES OF THE

SEARS CANADA ENTITIES AND THE MONITOR

20.

A comprehensive update on the status of the CCAA Proceedings was provided in the
Seventeenth Report. Set out below is a summary of material developments since the date

of the Seventeenth Report.

Claims Process

21.

22,

As noted in the Seventeenth Report, in connection with the Claims Procedure Order, the
Monitor has received in excess of 2000 proofs of claim in amounts totalling not less than
$36 billion. This amount includes a significant number of claims where the claimant has
filed multiple claims for the same amount under different claim types (e.g. Pre-Filing,

Post-Filing, Restructuring and D&O) or against multiple Sears Canada Entities.

Examples of Claimants who have filed, pursuant to the Claims Procedure Order or the
E&R Claims Procedure Order, multiple claims for the same amount include:

@ Pension Representative Counsel, the Superintendent and Morneau Shepell Ltd. (in
its capacity as administrator of the Sears Canada Inc. registered retirement plan
(the “Pension Plan”)) have each filed claims in respect of the estimated $262
million Sears Pension Claim. Ultimately, the pursuit or resolution of these claims

! The amounts noted in this sentence do not include Claims of Employees and Retirees filed, or deemed filed, pursuant to the E&R

Claims Procedure Order.



23.

24,

25.

(b)

(©

(in the context of the Mediation or otherwise) will need to be coordinated as they

all relate to the same amount;

multiple landlords have filed claims against all Sears Canada Entities
notwithstanding that in all cases except for one, the tenant under the applicable

lease was Sears Canada Inc.; and

multiple landlords have asserted unsubstantiated multi-million dollar Pre-Filing,

Post-Filing and Restructuring Period Claims.

The Monitor, in consultation with the Sears Canada Entities, is conducting a summary

review to identify those proofs of claim that:

(@)

(b)

(©)

appear to have been filed against Sears Canada Entities for which no claim could

reasonably be asserted;

contain Claims filed in duplicate or triplicate (for example, where a Claimant
identified the same Claim as a Pre-Filing, Restructuring Period and Post-Filing

Claim); or

have been asserted without substantive supporting documentation or explanation.

As a result of this review so far, the Monitor has identified claims aggregating

approximately $30 billion that the Monitor believes should be disallowed.

The Monitor is in the process of delivering Notices of Revision or Disallowance with

respect to those aspects of a claim that are either filed against an incorrect Sears Canada

Entity or have been asserted without substantive supporting documentation or

explanation while reserving rights to continue to review the remaining aspects of a

creditor’s claim. Those remaining portions of a creditor’s claim may be the subject of a

future Notice of Revision or Disallowance within the timelines specified in the Claims

Procedure Order upon completion of the Monitor’s review.



Litigation Investigator Order

26.

217.

28.

29.

On April 17, 2018, Pension Representative Counsel served a motion returnable April 18,
2018 seeking certain amendments to the Litigation Investigator Order. The amendments
would increase the size of the Creditors’ Committee (as defined in the Litigation
Investigator Order) from seven to eight due to the inclusion of one additional landlord
representative and provide for certain amendments to facilitate the Sears Canada Entities’
disclosure of certain information to the Litigation Investigator in connection with the
Litigation Investigator’s mandate on a confidential basis, while providing the Sears

Canada Entities with certain necessary protections in complying with such order.

Sears Holdings Corporation, ESL Investments Inc. (“ESL”) and certain former directors
of Sears Canada raised concerns regarding the amendment sought based upon, among
other things, their view that the proposed amendment could prejudice any shared
privilege that such parties may be able to claim over information that may be disclosed

by Sears Canada to the Litigation Investigator.

Following extensive discussions, the interested parties agreed on a form of Amended
Litigation Investigator Order that would both facilitate the delivery of information by the
Sears Canada Entities to the Litigation Investigator on a confidential basis so that the
Litigation Investigator can move forward with its mandate and that would provide certain
protections for Sears Holdings Corporation, ESL and the current and former directors of
Sears Canada in relation to Potentially Shared Privileged Documents (as defined in the

Amended Litigation Investigator Order).

A copy of the Amended Litigation Investigator Order is attached hereto as Appendix
“A”.

Construction Lien Matters

30.

In accordance with the Claims Procedure Order, a Construction Claims Package was sent
to all known Construction Claimants who are Construction Contractors (as evidenced by
the books and records of the Sears Canada Entities) in December 2017.



31.

32.

33.

34.

The Construction Claims Package included a Notice of Construction Claim setting out
the Sears Canada Entities” view of the quantum of the Construction Contractors’ claims
(including the claims of all Construction Sub-Contractors claiming under such
Construction Contractors) against the Sears Canada Entities.

Notices of Dispute with respect to the amounts set out in each Notice of Construction

Claim were due by February 15, 2018.
The review of Notices of Dispute relating to Construction Claims is ongoing.

The Sears Canada Entities and the Monitor have prepared a reconciliation of construction
lien claims for which funds have been reserved, paid into court or otherwise held in
escrow, pending determination of the validity of such lien claims in connection with
completed real estate lease surrender or sale transaction. The Monitor and the Applicants
are treating as a priority the distribution of funds to those construction lien holders who

are determined to have valid secured claims.

Key Employee Retention Plan

35.

36.

37.

Previously in these proceedings the Court approved an amended Key Employee
Retention Plan (the “Amended KERP”), which reallocated a portion of the unpaid
amounts under the original key employee retention plan (the “Initial KERP”) to
management and staff employees whose services would be required during the
liquidation process approved in October 2017.

Amounts payable under the Initial KERP became due and were paid in 2017. The
amounts payable under the Amended KERP became due on April 30, 2018 and have now
been paid.

The Applicants, in consultation with the Monitor have identified 8 Sears Canada
employees whose services are, in the Monitor’s view, critical to the efficient completion
of these CCAA Proceedings. These employees perform key accounting, legal, facilities,

human resources and tax functions. Given the institutional and specialized knowledge of

10



38.

these employees and the current status of the Sears Canada Entities, it would not likely be

possible to replace these employees in a cost effective manner at the current time.

The Applicants intend to offer these additional 8 employees retention and incentive
payments in an aggregate amount of approximately $230,000. The Monitor has reviewed
the proposed payments and the contributions and circumstances of the proposed
beneficiaries of these payments. The Monitor supports the payment of these incentive
and retention amounts. The Monitor notes that the Applicants are not seeking to include
these individuals in the key employee retention plan approved by the Court at this time
and are not seeking to have the payments to these employees secured by the Court-

ordered charge established in connection with the key employee retention plan.

Mediation

39.

E.

Please refer to Section H below for an update on the Applicants’ and Monitor’s activities

in relation to the Mediation (as such term is defined below).

RECEIPTS AND DISBURSEMENTS FOR THE FOUR-WEEK PERIOD

ENDING APRIL 28, 2018

40.

The Sears Canada Entities’ actual net cash outflow on a consolidated basis for the four-
week period ended April 28, 2018 was approximately $6.2 million, compared to a
forecast net cash outflow of $8.1 million disclosed in the Monitor’s Eleventh Report
dated January 15, 2018, resulting in a positive variance of approximately $1.9 million as

indicated in the table below:

11



VARIANCE REPORT Actual Forecast Variance

(CAD in Millions) For the 4 Week Period Ending
April 28, 2018
Receipts 1.5 - 1.5
Operating Disbursements
Payroll and Employee Related Costs (3.4) (0.7) (2.7)
Merchandise Vendors 0.5 - 0.5
Non-Merchandise Vendors (0.4) (3.1) 2.7
Rent and Property Taxes (0.2) (0.6) 0.4
IT Costs (0.1) (0.6) 0.5
Total Operating Disbursements (3.6) (5.0) 1.4
Net Operating Cash Inflows / (Outflows) (2.1) (5.0) 2.9
Professional Fees (4.2) (3.1) (1.0)
Net Cash Inflows / (Outflows) (6.2) (8.1) 1.9
Cash
Beginning Balance 132.4 65.8 66.6
Net Cash Inflows / (Outflows) (6.2) (8.1) 1.9
Ending Balance 126.2 57.7 68.5

41. Explanations for the key variances are as follows:

@ the positive variance in the Beginning Balance for cash of $66.6 million is
explained in the Fourteenth Report and Seventeenth Report of the Monitor

respectively;

(b) the positive variance in Receipts of $1.5 million is a permanent difference related
to proceeds from the sale of residual assets which were not included in the

forecast due to uncertainty surrounding the timing and amount of the proceeds;

(©) the negative variance in Payroll and Employee Related Costs of $2.7 million
consists primarily of a timing difference of $2.4 million due to the funding of key
employee retention plan payments prior to April 30™ forecast payment date to

meet the payroll processing cut-off date, combined with a permanent difference of

12



42.

(d)

(€)

()

9)

(h)

$0.3 million due to higher-than-forecast employee headcount and related base

payroll;

the positive variance in Merchandise Vendor disbursements of $0.5 million
consists of a permanent difference due to refunds and collections received from
vendors which were not included in the forecast due to uncertainty of the amounts

and timing of these refunds;

the positive variance in Non-Merchandise Vendor disbursements of $2.7 million
consists of a permanent difference of $1.3 million due to a combination of refunds
received from vendors and lower-than-forecast non-merchandise payments and a
positive timing difference of $1.4 million that is expected to reverse in future

forecast periods;

the positive variance in Rent and Property Taxes of $0.4 million consists of a
permanent difference of $0.2 million due to property tax refunds received
combined with a positive timing difference of $0.2 million due to differences
between actual and forecast property tax payment schedules which are expected

to reverse in future forecast periods;

the positive variance in IT Costs of $0.5 million is a timing difference that is

expected to reverse in future forecast periods; and

the negative variance in Professional Fees of $1.0 million consists primarily of the
reversal of positive timing differences in previous reporting periods.

The Sears Canada Group’s cumulative receipts and disbursements since the

commencement of the CCAA proceedings through the week ended April 28, 2018 are

reflected in the table below:

13



43.

2018

44,

CUMULATIVE RECEIPTS AND DISBURSEMENTS

(CAD in Millions)
For the 45 Week Period Ending
April 28, 2018
Receipts 1,247.0
Operating Disbursements
Payroll and Employee Related Costs (263.4)
Merchandise Vendors (291.9)
Non-Merchandise Vendors (175.2)
Rent and Property Taxes (84.9)
Sales Taxes (71.7)
Pension (14.7)
IT Costs (25.5)
Recovery of Expenses from Agent 83.6
Capital Expenditures (0.8)
Total Operating Disbursements (844.5)
Net Operating Cash Inflows / (Outflows) 402.5
Professional Fees (64.9)
Repayments of Existing Credit Facilities (283.3)
DIP Fees and Interest Paid (19.7)
Net Cash Inflows / (Outflows) 34.6
Cash
Beginning Balance 126.5
Net Cash Inflows / (Outflows) 34.6
DIP Draws / (Repayments) (32.0)
Others incl. FX Valuation (2.9)
Ending Balance 126.2

The Initial Order allowed the Sears Canada Group to continue to utilize their existing
Cash Management System as described in the First Wong Affidavit and the pre-filing
report of the Monitor. After the commencement of the CCAA Proceedings, the Sears
Canada Group has continued to utilize its Cash Management System in a manner

consistent with past practice.

REVISED CASH FLOW FORECAST FOR THE PERIOD ENDING AUGUST 4,

A revised cash flow forecast for the period until August 4, 2018 has been prepared and is

attached to hereto as Appendix “B” (the “Revised Cash Flow Forecast”).

14



45, Pursuant to section 23(1)(b) of the CCAA? and in accordance with the Canadian
Association of Insolvency and Restructuring Professionals Standard of Practice 09-1, the

Monitor hereby reports to the Court as follows:

@) the Monitor has reviewed the Revised Cash Flow Forecast, which was prepared
by Management for the purpose described in notes to the Revised Cash Flow
Forecast (the “Forecast Notes”), using the Probable Assumptions and

Hypothetical Assumptions set out therein;

(b) the review consisted of inquiries, analytical procedures and discussion related to
information provided by certain members of Management and employees of the
Sears Canada Entities. Since Hypothetical Assumptions need not be supported,
the Monitor’s procedures with respect to the Hypothetical Assumptions were
limited to evaluating whether the Hypothetical Assumptions were consistent with
the purpose of the Revised Cash Flow Forecast. The Monitor has also reviewed
the support provided by Management for the Probable Assumptions and the
preparation and presentation of the Revised Cash Flow Forecast;

(©) based on that review, and as at the date of this Eighteenth Report, nothing has

come to the attention of the Monitor that causes it to believe that:

Q) the Hypothetical Assumptions are inconsistent with the purpose of the

Revised Cash Flow Forecast;

(i) the Probable Assumptions are not suitably supported or consistent with the
plans of the Sears Canada Entities or do not provide a reasonable basis for

the Revised Cash Flow Forecast, given the Hypothetical Assumptions; or

(iii)  the Revised Cash Flow Forecast does not reflect the Probable and
Hypothetical Assumptions; and

2 Section 23(1)(b) of the CCAA requires the Monitor to review the Sears Canada Group’s cash-flow statements as to

its reasonableness and file a report with the court on the Monitor’s findings.

15



46.

47.

48.

49.

50.

51.

(d) since the Revised Cash Flow Forecast is based on assumptions regarding future
events, actual results will vary from the forecast even if the Hypothetical
Assumptions occur. Those variations may be material. Accordingly, the Monitor
expresses no assurance as to whether the Revised Cash Flow Forecast will be
achieved. The Monitor also expresses no opinion or other form of assurance with
respect to the accuracy of any financial information presented in this Eighteenth

Report, or relied upon by the Monitor in preparing this Eighteenth Report.

The Revised Cash Flow Forecast has been prepared solely for the purpose described in
the Forecast Notes. The Revised Cash Flow Forecast should not be relied upon for any

other purpose.

The Revised Cash Flow Forecast shows total net operating cash outflows of
approximately $13.9 million, before professional fees of approximately $12.0 million,

such that net cash outflows for the period are forecasted to be $25.9 million.

STAY EXTENSION

The Stay Period currently expires on May 11, 2018.

In the Seventeenth Report, the Monitor advised that the Applicants intended to return to
Court, subject to confirmation of court availability, in early May to provide a further
update to the stakeholders and the Court on the proposed path forward for these
proceedings, and seek an extension to the Stay Period that will reflect such proposed path

forward.

As discussed above, the next step in the proposed path forward is the Mediation,
scheduled for June 13" and 14",

The Applicants are requesting an extension of the Stay Period to July 31, 2018. The
Monitor believes that by July 31, 2018 the results of the Mediation will be known and the
likelihood of resolving these proceedings through a plan of compromise and arrangement
will be clearer. The Monitor does not expect that all matters in these proceedings will be

resolved by July 31%. However, at that point, a further determination can be made as to

16



52.

53.

54,

55.

56.

whether the continuation of these proceedings toward a mediated resolution is warranted

or if an alternative expedited path to distribute remaining estate funds should be pursued.

During the proposed extended Stay Period, the Monitor will continue to facilitate
discussions among stakeholders on a resolution for these proceedings, continue to
evaluate claims that have been filed in the claims process, and continue to oversee steps
to monetize Sears Canada’s remaining owned real property. For all of these purposes, the

continued stability of the stay of proceedings granted in the Initial Order is required.

The Sears Canada Entities no longer have any operations and currently hold cash

balances of approximately $126.2 million.

The Revised Cash Flow Forecasts demonstrate that, subject to the underlying
assumptions, the Applicants will have sufficient liquidity to fund operations during the
proposed extension of the Stay Period.

The Monitor believes that the Applicants have acted and continue to act in good faith and
with due diligence and that circumstances exist that make an extension of the Stay Period

appropriate.

MEDIATION ORDER

As reported in the Seventeenth Report, the Sears Canada Entities believe that the CCAA
Proceedings are currently at a critical juncture. The majority of the asset realizations
have been completed and the most significant claims bar dates have passed. As such,
during the week of March 26, 2018, the Monitor and the Sears Canada Entities met with
counsel representing clients with significant claims in the estate including landlords,
Employee Representative Counsel, Pension Representative Counsel, the Superintendent,
the Plan Administrator, the Hometown Dealers, and their respective advisors to discuss
ways to bring about a timely and efficient conclusion to these CCAA Proceedings.
During the course of these discussions, it became clear that there was support for
considering the potential resolution of significant estate matters in the context of a
mediation (the “Mediation”), and completion of the distributions to the creditors of the

17



57.

58.

59.

60.

61.

62.

Sears Canada Entities through a possible plan of compromise or arrangement pursuant to
the CCAA.

During the week of April 2, 2018, the above-noted parties confirmed to the Monitor that
they wished to participate in a Mediation and, accordingly, the Monitor worked with

counsel to identify a Mediator and dates for the Mediation acceptable to all.
Details regarding the Mediation have now been confirmed as follows:

@ Mediation dates: June 13-14, 2018;

(b) Mediator: The Honourable Regional Senior Justice Morawetz;

(©) Procedure: Procedural matters will be determined by Justice Morawetz.

(d) Confidentiality: All communications at the mediation and the mediator’s notes

and records will be deemed to be confidential and without prejudice.

The Monitor will deliver a mediation brief and preliminary claims and recovery analysis
to all participants in advance of the Mediation. In addition, participants in the Mediation
will have an opportunity to also deliver a short brief setting out matters they believe will

be relevant to the Mediation.

The proposed Mediation will be focused on the most significant issues relevant to

allocation of recoveries in the CCAA Proceedings.

When considering the participation of parties in the Mediation, it is important to balance
the desire to include interested stakeholders with the need to ensure the Mediation
proceeds efficiently, suggesting participation should be limited to only those parties
whose participation is essential to a determination of the preliminary allocation issues

that would be included in a proposed CCAA Plan.

All stakeholders attending the Mediation have entered into confidentiality undertakings
with Sears Canada and have received a copy of a document setting out the framework for

a proposed plan of compromise or arrangement (the “Term Sheet”). These documents
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63.

64.

65.

66.

67.

68.

have been shared on a confidential basis as the proposed Term Sheet structure is at a very
preliminary stage of development and until the proposed Term Sheet is further developed
into a proposed CCAA Plan that has the support of key stakeholder groups on key
threshold issues, there would be no material benefit to sharing this information with

creditors generally.’

The Monitor has notified the parties on the Service List that should they wish to discuss
the Mediation with the Monitor, they can communicate with the Monitor through its
counsel, NRFC.

The Monitor is supportive of the proposed Mediation Order.

The goal of the Mediation is to achieve consensus on preliminary proceeds allocation
issues necessary to allow the Sears Canada Entities, in consultation with the Monitor, to
pursue a proposed CCAA plan for the purpose of dividing and distributing estate

proceeds as efficiently and quickly as possible.

An efficient and expedited distribution process is essential in the current proceedings
where the Monitor expects recoveries from the sales of the Sears Canada assets will be
very low relative to the claims filed against Sears Canada.

Absent an outcome that allows a proposed CCAA plan to proceed quickly and without
material objection, the Monitor believes the Applicants will need to move to an expedited

alternative process, such as bankruptcy, to salvage remaining recoveries for creditors.

The Mediation Order will facilitate the mediation process and provides for timelines that
the Monitor believes are appropriate in the circumstances while reasonably deferring
procedural matters in connection with the mediation to the discretion of The Honourable
Regional Senior Justice Morawetz. Justice Morawetz has extensive experience in the
matters of interest in the Mediation and, in the Monitor’s view, a flexible approach to the

® Each creditor in possession of such confidential information, with the exception of the employee representatives

and pension representatives, where such issues are unlikely to be a material concern, have confirmed that they will

not trade their claims while such information remains confidential.
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Mediation that defers to the judgment and experience of Justice Morawetz is appropriate

in the circumstances.

69.  The Monitor notes that the proposed Mediation may not resolve all material issues
associated with the development of a CCAA plan for the Sears Canada Entities. There
may be subsequent issues requiring additional mediation. However, the initial proposed
Mediation should be sufficient to determine if sufficient stakeholder support can be
achieved on key threshold issues for any CCAA plan that could be implemented in the

circumstances.
The Monitor respectfully submits to the Court this, its Eighteenth Report.
Dated this 7th day of May, 2018.

FTI Consulting Canada Inc.
in its capacity as Monitor of
the Sears Canada Entities

/) "
/
i C\_-Q gt‘%w /’j.f
Paul Bishop Greg Watson
Senior Managing Director Senior Managing Director
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Appendix “A”



Court File No.: CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) THURSDAY, THE 26TH
)
MR. JUSTICE HAINEY ) DAY OF APRIL, 2018

|
IN THE MATTER OF THE COMPANIES® CREDITORS

ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR

AR | ARRANGEMENT OF SEARS CANADA INC., 9370-2751

QUEBEC INC., 191020 CANADA INC., THE CUT INC,
SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., INITITUM COMMERCE LABS INC., INITIUM
TRADING AND SOURCING CORP., SEARS FLOOR
COVERING CENTRES INC., 173470 CANADA INC., 2497089
ONTARIO INC., 6988741 CANADA INC., 10011711 CANADA
INC., 1592580 ONTARIO LIMITED, 955041 ALBERTA LTD.,
4201531 CANADA INC., 168886 CANADA INC., AND 3339611
CANADA INC.

(each, an “Applicant”, and collectively, the “Applicants”)

AMENDED 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-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 Entities) and/or any creditors of the Sears

Canada Entities, was heard this day at 330 University Avenue, Toronto, Ontario.



VON READING the Affidavit of William Turner sworn on February 12, 2018 including
the exhibits thereto, the Affidavit of William Turner sworn on August 11, 2017, including the
exhibits thereto, the Affidavit of William Turner sworn on February 14, 2018 including the
exhibits thereto, the Affidavit of Jules Monteyne sworn on February 14, 2018 including the
exhibits thereto, the Affidavit of Leanne M. Williams sworn on February 14, 2018 including the
exhibits annexed thereto, the Monitor’s Fourteenth Report to the Court dated March 1, 2018, and
on hearing the submissions of Retiree Representative Counsel, Representative Counsel for the
employees of the Sears Canada Entities (“Employee Representative Counsel”), counsel for the
Appliéahts; counsel for the Monitor, and such other éounsel for various creditors and
stakeholders as were present, no one else appearing although duly served as appears from the

Affidavit of Service of Veronica de Leoz, sworn February 12, 2018:

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record herein is hereby abridged and validated so that this Motion is properly returnable

today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that Lax O’Sullivan Lisus Gottli_eb LLP is hereby appointed as
Litigation Investigator (the “Litigation Investigator”) in these CCAA proceedings_for‘ the
benefit of the estates of the Sears Canada Entities and its creditors. The Litigation Investigator
shall be an officer of this Court, and is appointed for the purpose of investigating, considering,
and repoﬁing to the Creditors” Committee (defined below), regarding any rights or claims,
whether Iegél, equitable, statutory or otherwise, that the Séars 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 former directors, officers, shareholders and advisors of any of the Sears

Canada Entities (the “Mandate”). For greater certainty, 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 and E&R Claims Procedure Order
(defined below), however, the Litigation Investigator shall have no role in determining, advising
on, opposing, supporting, or articulating any claim of any creditor or stakeholder in the Claims
Process, as defined in the Order of this Court dated December 8, 2017 as amended by Order
dated February 22, 20’18 or as further amended by Order of the Court (as amended, the “Claims
Procedure Order”) or any Claim as defined in the Employee and Retiree Claims Procedure
Order dated February 22, 2018 (the “E&R Claims Procedure Order”) and shall have no role in

the distribution or allocation of estate funds.

Litigation Investigator Reporting

3. THIS COURT ORDERS that the Litigation Investigator’s Mandate shall include
reporting to the Creditors’ Committee with such details as the Litigation Investigator considers
ad\}isable (all such reporting being Collectively defined herein as the “Report”), taking into
account any concerns of privilege and confidentiality. All Reports by the Litigation Investigator
and all communications among the Creditors’ Committee members and the Litigation
Investlgator shall be subject to common interest privilege. A Report by the Litigation
Investigator will include recommendations regarding a proposed litigation plan that includes, but

is not limited to:

(a) those potential rights or claims of the Sears Canada Entities or any creditors of the

Sears Canada Entities that should be pursued (if any); and

(b) describing how and by whom such rights or claims (if any) can best be pursued or

continued, including, but not limited to:



(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

parties;

(i) 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 acéordance wi.th the
terms of this Order) for the purpose of providing input to the Litigation
Investigator in the prosecution of such rights, claims or causes of action;

and

(iii) consideration as to the various options available for funding the

prosecution of such rights, claims or causes of action.

A confidential briefing ("Investigator Briefing") regarding all Reports prepared by the
Litigation Investigator shall be given to the Monitor;- provided that such Investigator Briefing

shall be kept confidential by the Monitor and shall remain subject to privilege.

4. THIS COURT ORDERS that following delivery of a Report to the Creditors’
Committee in accordance with its Mandate, the Litigation Investigator shall not take any further
steps without a further Order of the Court. For greater certainty, nothing herein shall prevent the
Litigation Investigator from seeking an Order of the Court authorizing it to pursue any claims

identified pursuant to the Mandate.



The Committee

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 ﬁme
appointed by, or on behalf of the following creditor groups of the Sears Canada Entities: (i)
Retiree Representative Counsel; (ii)) Employee Representative Counsel; (iii) landlofds; (iv)
Hometown Dealers Class Action plaintiff counsel; (v) Morneau Shepell Ltd. in its Capacity as
Administrator for the Sears Canada Inc. Registered Retirement Plan; (vi) the Ontario
Superintendent of Financial Services as Administrator of the Pension Benefits Guarantee Fund;
and (vii) such other unsecured creditors of the Sears Canada Entities not reprééented in (1)
through (vi) above as the majority of the Creditors’ Committee may agree Be included, in
consultation with the Monitor, or as may be directed by the Court. The Creditors’ Committee
and the Litigation Investigator shall cooperate with the Monitor, and the Monitor shall cooperate
with the Litigation Investigator and the Creditors’ Committee in connection with the Mandate.
The Creditors’ Committee shall consult with and provide input to the Litigation Investigator with

respect to the Mandate.

6. THIS COURT ORDERS that each member of the Creditors’ Committee (including any
alternates or replacements from the same stakeholder group as may be appointed by an existing
member) may be a creditor itself or counsel/advisor representing that stakeholder interest, but in
either case each member shall execute a Confidentiality Agreement in a form acceptable to the
Litigation Investigator, the Sears Canada Entities and the Monitor prior to being.entitled to
participate in any discussions or meetings of the Creditors’ Committee, receive any information

from the Monitor, the Litigation Investigator or any other member of the Creditors’ Committee,



or to receive the Report. The Litigation Investigator will meet with the Creditors’ Committee at
least monthly, or such other times as may be agreed by the Litigation Investigator and the
Creditors’ Committee. Meetings will only be conducted in person, to ensure the confidentiality

of all discussions.

7. THIS COURT ORDERS that the Monitor shall provide to the Litigation Investigator-.
(and, upon execution of appropriate Confidentiality Agreements, for delivery by the Litigation
Investigator to the Creditors’ Committee) a confidential briefing regarding the “Transaétions of
Interest” as identified in the Monitor’s 11" Report to the Court (the “Monitor Briefing”). To
the extent that the Litigation Investigator requests documents or information from the Sears
Canada Entities and such requests are consistent with the Mandate (the "Additional Company
Information"), then, subject to satisfactory resolution of issues of privilege and confidentiality
(including any terms regarding sharing of information with the Credifors' Committee), the Sears
Canada Entities shall cooperate with the Monitor to provide the Additional Company
Information to the Litigation Investigator. The Monitor’s delivery of the Monitor Briefing
pursuant to the terms of this Order shall be subject to common interest privilege and strict
confidentiality, and the Monitor is protected for so doing pursuant to section 142 of the Courts of
Justicé Act (Ontario). The Sears Canada Entities' delivery of the Additional Compény
Information pursuant 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 Act (Ontario). In the event of any concerns being raised
regarding the delivery by the ‘Monitor of any particular aspect of the Monitor Briefing that
cannot be resolved without breaching the underlying basis for the concern, such concerns shall

be resolved following a review by an independent party appointed by the Monitor and the



Litigation Investigator (or, absent agreement on the identity of such party, by the Court).
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 under seal for the purposes of resolving any dispute over whether such document

should be produced in litigation.

8. THIS COURT ORDERS that the Monitor or the 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 ORDERS that prior to any production of documents by the Monitor or
the Sears Canada Entities to the Litigation Investigator to facilitate the fulfillment of the
Mandate, the Monitor or 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 Sears Holdings Corporation;

(b) documents containing any communication by or to the ESL parties and/or Sears
Holdings Corporation and/or any current or former directors or officers of the
Searé Canada Entities (a “Current or Former D&O”) created on or after
November 26, 2013 and related to the 1291079 Ontario Ltd and Sears Canada Inc.
et. al. class action of November 6, 2015 (Ontario Superior Court of Justice) File

No. 4114/15); and



() documents containing communications between a law firm and a Current or
Former D&O for which privilege could reasonably be asserted, or documents that
reflect legal advice or litigation work product prepared for the benefit of a Current

or Former D&O, whether alone or as part of a joint retainer.

Hereafter,v items a), b), and c) shall be referred to collectively as the “Potentially Shared
Privileged Documents”). No waiver of any privilege shall have occurred by the inadvertent
delivery of documents to the Litigation 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
intend to produce any Potentially Shared Privileged Documents to the Litigation Invg:stigator in
facilitation of the. fulfillment of the Mandate, the Monitor or the Sears Canada Entities, as the
case may be, shall provide a list of such documents on reasonable notice, which shall be no less
than seven days, to the ESL parties, Sears Holdings Corporation and/or the Current or Former
D&Os to the extent that such parties may be able to assert privilege over the documents, so that

any issue regarding privilege may be resolved by the parties or determined by this Court.

11.  THIS COURT ORDERS that the Litigation Investigator shall create and maintain a
detailed list (including creation date, sender, recipient and subject) of those document(s) received
from the Sears Canada Entities (either directly or through the Monitor) that it provides to the

Creditors” Committee or their counsel or agents.



12. THIS COURT ORDERS that, for greater certainty, any right, claim or cause of action
identified by the Litigation Investigator as capable of being advanced and that is advanced with
approval of the Court, whether by the Litigation Investigator or otherwise, may be removed from

the claims process established under the Claims Procedure Order or the E&R Claims Procedure

Order.

13. THIS COURT ORDERS that the Claims Procedure Order is 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 or that

are advanced by the‘Litigation Investigator or any creditors, in each case, as may be

permitted or directed by further Order of the Court, against the Sears Canada Entities

or any Directors and/or Officers, which for greater certainty shall include any Claim
that may be identified, reviewed or investigated as part of the Litigation

Investigator’s Mandate (as defined in an Order of the Court dated March 2, 2018)”.

14. THIS COURT ORDERS that the E&R Claims Procedure Order is hereby amended as

follows:

(i) the definition of “Excluded Claim” is hereby amended to add a ne§v 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 Ofﬁcérs, which for

greater certainty shall include any Claim that may be identified, reviewed or
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investigated as part of the Litigation Investigator’s Mandate (as defined in an Order

of the Court dated March 2, 2018)”.

Litigation Investigator Costs

15. THIS COURT ORDERS that the Litigation Investigator shall be paid from the funds of
the Applicants its reasonable fees and disbursements, including the fees of any counsel retained
by the Litigation Investigator in respect of the Mandate, the amount of which is not vtorexceed 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 sﬁall be made. available to
the Creditors’ Committee and, upon request of the Court and subject to a sealing order to protect
privilege and confidentiality, to the Court. In the event of any disagreement with respéct to a
proposed budget, any requested increased to such budget, or any accounts rendered by the

Litigation Investigator, such disagreement may be remitted to this Court for determination.

16. THIS COURT ORDERS that the Litigation Investigator shall be entitled to the benefit
of the Administrative Charge, as defined in the Initial Order issued by the Court dated June 22,
2017 as amended, for the Litigation Investigator's costs, as security for its professional fees,

taxes, and disbursements reasonably incurred.

17. THIS COURT ORDERS that the Litigation Investigator is hereby authorized to take all
appropriate steps and do all appropriate acts necessary or desirable to carry out its Mandate in

accordance with the terms of this Order.
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18. = THIS COURT ORDERS that the Litigation Investigator shall be at liberty, and is
hereby authorized; at any time, to apply to this Court for advice and directions in respeét of its
Mandate or any variation or expansion of the powers and duties of the Litigation Investigator, |
which shall be brought on at least seven (7) business days' notice to the Service List in these

'CCAA proceedings, unless time for service is otherwise abridged.

19. THIS COURT ORDERS that the Litigation Investigator shall have no personal liability
as a result of the performance of its duties in carrying out the provisions of this Order; save and
except for liability arising out of gross negligence or wilful misconduct. The Creditors’
Committee members shall have no liability as a result of their participation on the Creditors’
Committee or in providing input to the Litigation Investigator, save and except for liability

arising out of gross negligence or wilful misconduct.

20. THIS COURT ORDERS that no action or 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 bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) (the “BIA”) in respect of any of the

Applicants and any bankruptcy order issued pursuant to such applications; or

(o) any assignment in bankruptcy made in respect of any of the Applicants;»
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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 carrying out the terms of this Order.
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Appendix “B”



Sears Canada Group
CCAA Cash Flow Forecast

(CAD in thousands)

Week Ending (Saturday) 5-May-18 12-May-18 19-May-18 26-May-18 2-Jun-18 9-Jun-18 16-Jun-18 23-Jun-18 30-Jun-18 7-Jul-18 14-Jul-18 21-Jul-18 28-Jul-18 4-Aug-18 Total
CCAA Filing Week 46 47 48 49 50 51 52 53 54 55 56 57 58 59 Total

Total Receiptsm - - - - - - - - - - - . - . -

Operating Disbursements

Payroll and Employee Related Costs® (15) (22) (15) (1,314) (9) (14) (9) (376) (9) (16) (11) (16) (513) 9) (2,349)
Non-Merchandise Vendors' (390) (390) (390) (390) (298) (298) (298) (298) (298) (440) (440) (440) (440) (292) (5,104)
Rent and Property Taxes'” (244) - (92) - (244) - (92) - - (467) - (92) - (467) (1,697)
IT Costs'® (44) - - - (2,135) - - - - (2,235) - - - (354) (4,766)
Total Operating Disbursements (693) (412) (497) (1,704) (2,685) (312) (398) (674) (307) (3,158) (451) (548) (954) (1,122) (13,916)
Net Operating Cash Inflows / (Outflows) (693) (412) (497) (1,704) (2,685) (312) (398) (674) (307) (3,158) (451) (548) (954) (1,122) (13,916)
Professional Fees!” (2,162) (1,480) (793) (1,674) (395) (395) (395) (395) (1,276) (424) (424) (424) (1,305) (434) (11,976)
Net Cash Inflows / (Outflows) (2,854) (1,892) (1,290) (3,379) (3,080) (707) (793) (1,069) (1,583) (3,582) (875) (972) (2,259) (1,556) (25,892)
Cash
Beginning Balance 126,176 123,321 121,429 120,139 116,760 113,680 112,973 112,180 111,111 109,528 105,946 105,071 104,099 101,840 126,176
Net Cash Inflows / (Outflows) (2,854) (1,892) (1,290) (3,379) (3,080) (707) (793) (1,069) (1,583) (3,582) (875) (972) (2,259) (1,556) (25,892)
Ending Cash Balance 123,321 121,429 120,139 116,760 113,680 112,973 112,180 111,111 109,528 105,946 105,071 104,099 101,840 100,284 100,284
Notes:

[1] The purpose of this cash flow forecast is to estimate the liquidity requirements of the Sears Canada Group during the forecast period.

[2] Forecast Total Receipts does not include the proceeds from the sale of any owned real estate properties.

[3] Forecast Payroll and Employee Related Costs are based on recent payroll amounts and reflect future forecasted headcount reductions.

[4] Forecast Non-Merchandise Vendor disbursements include selling, general, and administrative costs excluding rent, property taxes, sales taxes, pension costs, and some IT costs which are captured separately in the CCAA Cash Flow Forecast.
[5] Forecast Rent and Property Taxes includes lease, common-area maintenance, and property tax payments in respect of leased and owned real property.

[6] Forecast IT Costs reflect disbursements made to certain IT-related vendors based on existing terms and conditions of the contract.

[7] Forecast Professional Fees include legal and financial advisor fees associated with the CCAA proceedings. The amounts are based on estimates provided by the advisors.
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Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. 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.

APPLICANTS
THIRTEENTH REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC.,
IN ITS CAPACITY AS MONITOR
A. INTRODUCTION
1. On June 22, 2017, Sears Canada Inc. (“Sears Canada”) and a number of its operating

subsidiaries (collectively, with Sears Canada, the “Applicants”) sought and obtained an
initial order (as amended and restated on July 13, 2017, the “Initial Order”), under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
“CCAA”). The relief granted pursuant to the Initial Order was also extended to Sears
Connect, a partnership forming part of the operations of the Applicants (and together with
the Applicants, the “Sears Canada Entities”). The proceedings commenced under the
CCAA by the Applicants are referred to herein as the “CCAA Proceedings”.



Pursuant to the Initial Order, FTI Consulting Canada Inc. was appointed as Monitor of
the Sears Canada Entities (the “Monitor”) in the CCAA Proceedings.

On July 13, 2017, the Court issued the following Orders:

(@)

(b)

(©)

an Order setting out the terms of the appointment of Ursel Phillips Fellows
Hopkinson LLP as representative counsel for the non-unionized active and former

employees of the Sears Canada Entities (“Employee Representative Counsel”);

an Order setting out the terms of the appointment of Koskie Minsky LLP as
representative counsel to the non-unionized retirees and non-unionized active and
former employees of the Sears Canada Entities with respect to pension and post-
employment benefit matters (“Pension Representative Counsel”, and together

with Employee Representative Counsel, “Representative Counsel”); and

an Order (i) authorizing the eventual suspension of special payments under the
defined benefit component (the “DB Component”) of the Sears Canada Inc.
Registered Retirement Plan (the “Sears Pension Plan”); and (ii) approving the
suspension of certain payments with respect to the Sears Canada Inc.
Supplementary Retirement Plan (the “Supplemental Plan”) and to life insurance,
medical and dental benefits provided to eligible retirees under the post-retirement
benefit plan, all pursuant to a term sheet agreed to by the Ontario Superintendent
of Financial Services, as Administrator of the Pension Benefits Guarantee Fund
(the “Superintendent”), Representative Counsel, each of their respective

representatives, and the Sears Canada Entities, all as effective October 1, 2017.

On December 8, 2017, the Court issued an Order (the *“ General Claims Procedure

Order”) approving a claims process (the “General Claims Process”) for the

identification, determination and adjudication of claims of creditors against the Sears

Canada Entities and their current and former officers and directors (collectively, the

“Directors and Officers”), except for certain claims, including all claims of Employees

and Retirees that are now subject to the employee and retiree claims process (the “Claims

Process”) described in this thirteenth report (the “Thirteenth Report”) of the Monitor.



The General Claims Procedure Order also expanded the mandates of Representative
Counsel to permit them to assist in the establishment and implementation of the Claims

Process.

In connection with the CCAA Proceedings, the Monitor has provided twelve reports and
five supplemental reports (collectively, the “Prior Reports”), and prior to its
appointment as Monitor, FTI also provided to this Court a pre-filing report of the
proposed Monitor dated June 22, 2017 (the “Pre-Filing Report”). The Pre-Filing Report,
the Prior Reports and other Court-filed documents and notices in these CCAA
Proceedings are available on the Monitor’s website at

cfcanada.fticonsulting.com/searscanada/ (the “Monitor's Website”).

PURPOSE

The purpose of this Thirteenth Report is to provide the Court with information regarding
the Claims Process as well as the reasons for the Monitor’s support for the proposed

Employee and Retiree Claims Procedure Order? (the “Proposed Order”).

TERMS OF REFERENCE

In preparing this Thirteenth Report, the Monitor has relied upon audited and unaudited
financial information of the Sears Canada Entities, the Sears Canada Entities’ books and
records, certain financial information and forecasts prepared by the Sears Canada Entities
and discussions and correspondence with, among others, the senior management
(“Management”) of, and advisors to, the Sears Canada Entities (collectively, the

“Information”).
Except as otherwise described in this Thirteenth Report:

@) the Monitor has not audited, reviewed or otherwise attempted to verify the

accuracy or completeness of the Information in a manner that would comply with

1 A draft copy of the Proposed Order sought by the Applicants can be found at Tab 3 of the Applicants’ Motion

Record.


http://cfcanada.fticonsulting.com/searscanada/

10.

11.

12.

13.

14.

Generally Accepted Assurance Standards pursuant to the Chartered Professional

Accountants of Canada Handbook; and

(b) the Monitor has not examined or reviewed the financial forecasts or projections
referred to in this Thirteenth Report in a manner that would comply with the
procedures described in the Chartered Professional Accountants of Canada
Handbook.

Future-oriented financial information reported in or relied on in preparing this Thirteenth
Report is based on Management’s assumptions regarding future events. Actual results

will vary from these forecasts and such variations may be material.

The Monitor has prepared this Thirteenth Report in connection with the Applicants’
motion for the Proposed Order and should not be relied on for any other purpose.

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian Dollars.

Capitalized terms not otherwise defined herein have the meanings ascribed to them in the
affidavits of Mr. Billy Wong, the Chief Financial Officer of Sears Canada, sworn on June
22, 2017, and Ms. Becky Penrice, Executive Vice President and Chief Operating Officer
of Sears Canada, affirmed February 16, 2018 (the “Penrice Affidavit”), and the Prior

Reports of the Monitor in these proceedings.

OVERVIEW

Approximately 40,000 current and former employees, pensioners and retirees (and
persons claiming through them) may have claims against the Sears Canada Entities and
their current and former directors and officers (“Directors and Officers”) relating to the
loss of employment, pension and other benefits.

Calculating individual claims related to the loss of employment and benefits would be
complex, time-consuming and costly. In some cases, actuarial valuations would also be
required. The determination of individual termination claims would require a detailed

review of each employee’s circumstances, including, among other factors, age, length of



15.

16.

17.

18.

19.

service, level, whether the employee had signed a contract (and if so, the terms of the

contract), and whether the employee has found other employment.

Individualized calculations for the claims of tens of thousands of retirees and employees
across the country would involve the recovery from multiple locations, and review, of
employment records spanning decades, the application of varying compensation and
benefit programs that changed regularly over time, as well as varying forms of
employment contracts and multiple applicable legal regimes. It is therefore simply not
feasible given the time and resources available to the Monitor and the Applicants to

calculate individual claims for each retiree and employee.

The Applicants and the Monitor are also cognisant of the fact that employees and retirees
may not be in a position to accurately identify, calculate and value their claims as they
may not have the benefit of actuarial and other advice, and other necessary information.

Historically, the Sears Canada Entities’ cost for providing their retirees with group life
insurance, medical and dental benefits was in excess of $1 million per month. It should
be noted that the cost of securing the same benefits on an individual basis is
substantially higher.

For the reasons described in this Thirteenth Report, the Monitor believes that it is
appropriate and in the interest of all stakeholders of the Sears Canada Entities to calculate
the vast majority of employment-related claims using Court-approved methodologies
(being the Termination Claims Methodology, the Retiree Benefit Claims Methodology,
the Sears Pension Claim Methodology and Lifetime Discount Claims Methodology
discussed below, collectively the “Methodologies™) and to use a streamlined process for

identifying and determining such claims.

The Claims Process, the Proposed Order and the Methodologies described in the Penrice
Affidavit and included in the Proposed Order are the result of extensive discussions and
negotiations involving the Sears Canada Entities and their counsel, the Monitor and its
counsel, Representative Counsel, the Superintendent and its counsel, Morneau Shepell
Ltd., administrator of the Sears Pension Plan (the “Plan Administrator”) and its counsel,



20.

Ernst & Young Inc. (“EY”) as financial advisor to the Employee Representatives and

Pensioner Representatives (each as defined below), and The Segal Group, Inc. (“Segal”)

as actuarial advisor to the Pensioner Representatives (collectively, the “E&R Process

Participants™).

The Proposed Order provides, among other things, that:

(@)

(b)

the Monitor will provide Claimants? (including by way of an online claims portal)
individual Termination Claim Statements and Retiree Benefit Claim Statements
(together, the “Claim Statements”) identifying the Termination Claim or Retiree
Benefit Claim of each Claimant, calculated in accordance with the applicable
Methodology as well as the Claimant’s personal information (such as age, service
and position) used in such calculation. As described in the Penrice Affidavit and
in greater detail below, Claimants will have an opportunity to review and correct
personal information if such information is inaccurate. The small number of
Employees and Retirees who are not represented by Representative Counsel
(being Unionized Employees, Opt-Out Employees, Senior Management
Employees and Non-PRC Retirees (each as defined below)) will also have the
opportunity to object to the methodology used to calculate their claims and

provide an alternative methodology for consideration;

only the Plan Administrator, Pension Representative Counsel and the
Superintendent may file a Claim against the Sears Canada Entities or any
Directors and/or Officers in respect of the wind-up deficit under the DB
Component of the Sears Pension Plan (referred to in the Proposed Order as the
“Sears Pension Claim”), to be calculated in accordance with the Sears Pension
Claim Methodology;®

2 Limited exceptions will apply and are discussed later in this Report.

¥ The Proposed Order provides that the Applicants and Monitor shall attempt to resolve all duplicate Claims with the

applicable Claimants, however, they are also entitled at any time to seek direction from the Court with respect to the

process and procedures for resolving such duplicate Claims.
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22,

(©

(d)

(€)

only Pension Representative Counsel may file a Claim against the Sears Canada

Entities or any Directors and/or Officers in respect of the Supplemental Plan;*

the claims of Employees and Retirees (i) with entitlements to a lifetime discount
with respect to the purchase of merchandise at Sears Canada stores (referred to in
the Proposed Order as the “Lifetime Discount”), and (ii) who have purchased any
customer Warranties, will be deemed to have been properly filed by the Sears

Canada Entities on behalf of such Claimants without any other formality; and

any Employee or Retiree who believes he or she has a claim against the Sears
Canada Entities that is different from the claims in (a), (b), (c) or (d) above and/or
who believes he or she has a claim against the Directors and/or Officers (such
claims being referred to in the Proposed Order as an “Other Employee Claim” or
“Other Retiree Claim", depending on the identity of the Claimant) will have the
opportunity to submit such claim for determination by filing a Proof of Claim or
D&O Proof of Claim, as applicable, with the Monitor by no later than April 9,
2018.

For the reasons described in this Thirteenth Report, the Monitor is of the view that the

Claims Process constitutes a fair, reasonable and efficient process for the calculation of

and determination of Employee and Retiree claims against the Sears Canada Entities. The

Monitor believes that the Claims Process balances the interests of the Applicants’

stakeholders and represents an important step towards the identification and

determination of significant claims against the Applicants and the Directors and Officers

with a view to eventually making distributions to creditors.

The Claims Process is intended to identify, and in certain cases, calculate and determine,

all Employee and Retiree Claims against the Applicants and the Directors and Officers.

However, in the same manner as Claims determined under the General Claims Process,

* There are currently three individuals not represented by Pension Representative Counsel who have entitlements

under the Supplemental Plan. The Proposed Order provides that these individuals are permitted to also submit their

own Supplemental Plan Claim should they so wish.
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24,

25.

26.

Claimants should be aware that the determination of Claims pursuant to the Claims
Process will not result in the payment to Claimants of 100% of the value of proven

claims.

Only once all of the Applicants’ assets are monetized and the total value of all claims is
determined, can the recoveries against the face value of proven claims be determined
with certainty. Preliminary analyses prepared by the Monitor based on numerous
estimates and assumptions, which could differ significantly from actual results, indicate
that potential claim recoveries for general unsecured creditors from the monetization of
the Applicants’ assets® could range from 0% to 10% of the face value of claims,

depending on the priority treatment of certain claims.

DEVELOPMENT OF THE CLAIMS PROCESS
The Claims Process is the result of a collaborative process amongst the E&R Process

Participants.

Representative Counsel and the employee and pensioner representatives (respectively, the
“Employee Representatives” and “Pensioner Representatives”) appointed by the

Court, act on behalf of almost all Claimants with Employee Claims or Retiree Claims.
The only Employees or Retirees not represented by Representative Counsel are:
@ 8 Employees who opted-out of such representation (the “Opt-Out Employees™);

(b) approximately 350 Employees who are represented by a union in connection with

their employment with Sears Canada (the “Unionized Employees”);

(©) a limited number of Employees who are or were members of senior management
(at the level of vice-president and above) of a Sears Canada Entity (the “Senior
Management Employees”);

> Excluding any potential recoveries from the pursuit of Monitor Claims ( as defined in the Proposed Order).



(d)

(€)

a limited number of former Employees who were terminated prior to June 22,
2017 (the “Filing Date) and had an outstanding action, claim or complaint as of

such date; and

Retirees (i) who were represented by a union®, (ii) who were members of senior
management of a Sears Canada Entity; or (iii) who opted out of such

representation (collectively, “Non-PRC Retirees”).

27. The terms of the Proposed Order were also discussed with the applicable union

representatives and counsel to certain landlords in advance of the Proposed Order being
distributed to the Service List.

28. In developing the Claims Process, the Sears Canada Entities, with the assistance of the

Monitor and counsel:

(@)

(b)

(©)

(d)

reviewed the records of the Sears Canada Entities to identify those Employees
who negotiated enhanced termination entitlements in their employment

agreements;

reviewed and considered the Sears Canada Entities’ employment policies and
collective bargaining agreements, and the relevant practices and procedures of the

Applicants;

identified, and discussed with other E&R Process Participants, potential
Employee Claims and Retiree Claims as well as proposed methodologies and
approaches for the calculation and determination of those claims;

provided Representative Counsel, the Plan Administrator, EY and Segal with
substantial documentation and information concerning the Employees and

Retirees;

® The terms of the Proposed Order contemplates that, for the purpose of calculating any Retiree Benefit Claim,

Pension Representative Counsel will represent these Retirees, unless the Retiree chooses to opt-out of such

representation.
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29.

30.

31.

(€)

considered:

() aggregated demographic and other data with respect to Employees and
Retirees available to the Applicants;

(i) the nature and quantum of the potential Employee and Retiree Claims;

(iii)  the strength of the legal basis of potential Employee and Retiree Claims;

(iv)  the current circumstances of the Applicants, including the preliminary
estimated distributions to creditors; and

(v) the limited resources anticipated to be available to the Applicants,

including key personnel and information technology systems, to

administer the Claims Process.

For their part, Representative Counsel, the Plan Administrator, and their respective

advisors, also identified potential Employee and Retiree Claims and presented proposals

and counter-proposals for the Claims Process and the Methodologies, which the Sears

Canada Entities with the assistance of the Monitor and counsel carefully considered.

Discussions and negotiations among the E&R Process Participants took place over a

period of nearly three months and culminated in an agreement on the guiding principles

of the Claims Process and the Proposed Order, including the Methodologies.

In developing the Claims Process, the Sears Canada Entities, the Monitor and their

respective counsel, considered the practical elements of implementing a claims process

for Employee and Retiree Claims, including:

(@)

(b)

the number of potential Claimants, which is currently estimated at approximately

40,000 (comprised of approximately 22,000 Employees and 17,000 Retirees);

the variety of legal frameworks, including across multiple Canadian jurisdictions,

applicable to the claims that may be asserted,;
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32.

(©

(d)

(€)

()

(9)

(h)

the number of fact-specific determinations to be made and the availability (or, in

some cases, lack thereof) of all data necessary to make such determinations;

the number of possible claim permutations given the different benefits offered and
utilised, and the changing employment arrangements and policies used by the

Sears Canada Entities over decades of operation;

the fact that most Employees and Retirees may require assistance in calculating

their Employee and Retiree Claims;

the fact that leaving the task of calculating these amounts to individual Employees
and Retirees would likely lead to non-standardized and divergent methods of
calculating claims that would make fair and consistent treatments of such claims

nearly impossible;

the need to contain the costs associated with such processes, including the time

spent determining and adjudicating claims; and

the importance of a process that is fair and equitable to the Employees and

Retirees and appropriately balances the interests of other creditors in the estate.

TYPES OF CLAIMANTS AND CLAIMS GOVERNED

The Proposed Order applies to the following Claimants:

(@)

Employees: (i) active and inactive union and non-union employees of any one of
the Sears Canada Entities on or after the Filing Date, including employees of any
one of the Sears Canada Entities who received notice of termination of
employment dated on or after the Filing Date or who resigned or otherwise ceased
employment on or after such date; and (ii) former employees of any one of the
Sears Canada Entities, including 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 action, claim or complaint as of the
Filing Date. This group includes Employees represented by Employee
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33.

(b)

Representative Counsel (“ERC Employees”) as well as Opt-Out Employees,

Senior Management Employees and Unionized Employees; and

Retirees: all persons with entitlements to or under (i) the Sears Pension Plan; (ii)
the Supplemental Plan; (iii) other post-employment benefits, namely medical,
dental or life insurance coverage (collectively, “OPEBs”); (iv) the Lifetime
Discount (including, for this purpose, current and former Employees who qualify
for the Lifetime Discount) or (v) any other pension or retirement plan of the Sears
Canada Entities. This group includes both Retirees represented by Pension

Representative Counsel (“PRC Retirees”) and Non-PRC Retirees.

The Proposed Order addresses the following types of claims:

(@)

()

(©)

(d)

Termination Claims: any right or claim of an Employee against any of the Sears
Canada Entities in respect of the termination of the Employee’s employment
whether under contract, common law, statute or otherwise, including for
termination and severance pay and for damages for loss of employment-related
perquisites and benefits (including employee purchase discounts) during their
notice period,;

Warranty Claims: any claim of a Retiree or Employee against any of the Sears

Canada Entities with respect to customer Warranties;

Other Employee Claims: meaning any other right or claim of any Employee
against any of the Sears Canada Entities or any right or claim of any Employee
against any of the Directors and/or Officers, including in connection with any
indebtedness, liability or obligation of any kind whatsoever of any such Sears
Canada Entity and/or Director and Officer to such Employee arising before, on or
after the Filing Date, for amounts owing to such Employee (and together with

Termination Claims, and Warranty Claims, “Employee Claims”);

Sears Pension Claims: any claim against the Sears Canada Entities or their
Directors and/or Officers with respect to the wind-up deficit under the DB

Component of the Sears Pension Plan;
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34.

(€)

()

9)

(h)

(i)

Supplemental Plan Claims: any claim against the Sears Canada Entities or their
Directors and/or Officers with respect to entitlements of a Retiree under the

Supplemental Plan;

Retiree Benefit Claims: any right or claim of a Retiree against any of the Sears

Canada Entities with respect to the loss of OPEB entitlements;

Lifetime Discount Claims: any claim of a Retiree (including, for this purpose,
current and former Employees who qualify for the Lifetime Discount) against the
Sears Canada Entities with respect to a Lifetime Discount;

Other Retiree Claims: any other rights or claims of a Retiree against any of the
Sears Canada Entities or any right or claim of any Retiree against any Directors
and/or Officers, including in connection with any indebtedness, liability or
obligation of any kind whatsoever of any such Sears Canada Entity or Directors
and/or Officers to such Retiree, arising before, on or after the Filing Date, for
amounts owing to such Retiree (collectively, with the Retiree Benefit Claims,
Supplemental Plan Claims, Lifetime Discount Claims, Warranty Claims, and the
Sears Pension Claims, the “Retiree Claims”); and

D&O Claim: any Sears Pension Claim, Supplemental Plan Claim, Other
Employee Claim or Other Retiree Claim that is asserted against a Director or
Officer under the Proposed Order (including any D&O Claim in respect of
termination and severance pay, damages for loss of employment-related

perquisites and benefits and damages for loss of OPEB entitlements).

METHODOLOGIES

The Penrice Affidavit sets out detailed information with respect to the Termination

Claims Methodology, Retiree Benefit Claims Methodology, Lifetime Discount Claims

Methodology, and the Sears Pension Claim Methodology. This Thirteenth Report

provides a summary of the Methodologies and the Monitor’s recommendation thereon.
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(a)

Termination Claims Methodology

35.

36.

37.

The Penrice Affidavit contains detailed information regarding the Sears Canada Entities’
Employees, the Pre-2016 Sears Policies, the Post-2016 Sears Policies and the events that
led to the relevant E&R Process Participants agreeing to the Termination Claims

Methodology.

As described in the Penrice Affidavit, the terms of employment, the circumstances of
termination of employment, the statutory regimes and the common law and contractual
notice requirements for each Employee with a Termination Claim vary widely. In
addition, Termination Claims will differ depending on several Employee-specific factors,
including salary, length of service and the benefit programs in which the Employee
participated.

As such, the Termination Claims Methodology provides that each Employee’s

Termination Claim will be determined by:

@ deeming each Employee’s notice period to be the greater of the Employee’s
entitlement under (i) statute, (ii) Sears Canada policies in effect from time to time,
and (iii) a common law severance formula (the “Common Law Severance
Formula”) developed by the Applicants, with the advice of counsel, and with
input from, the Monitor, its counsel, Employee Representative Counsel and EY.
The Common Law Severance Formula is attached as Appendix “A” to this
Report. Notably, the Common Law Severance Formula adopts an averaging or
smoothing approach. Given the variety of factors inherent in common law notices
periods, and variability in damages ranges (including from province to province)
the intention of the Common Law Severance Formula is to generate a result that is
fair to employees while at the same time benefiting other creditors by eliminating

potentially wide variations in notice periods;

(b) reducing the notice period as calculated above by the notice actually received by
the Employee to arrive at the Employee’s “Severance Pay Period”;

(©) calculating the Employee’s Termination Claim to be the aggregate of:
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(d)

(€)

()

(i)

(i)

(iii)

the Employee’s base salary or average hourly rate (the “Base Wages”)

payable during the Severance Pay Period;

a percentage of Base Wages to compensate the Employee for any and all
additional damages or other losses during the Severance Pay Period (the
“Benefits Gross-Up”), including and as applicable (a) medical, dental
and/or life insurance, (b) employer contributions to the defined
contribution component of the Sears Canada Pension Plan during the
Severance Pay Period, and (c) potential tax consequences associated with
receiving a lump sum payment rather than periodic payments in the

ordinary course; and

a claim in the amount of $175 (the “Associate Discount Amount”) for the
loss of employee purchase discount and employee assistance program

during the Severance Pay Period;

the quantum of the Benefits Gross-Up will vary depending on the benefits in

which an Employee participated, if any, and the Employee’s level. At the low end

of the range, the Benefits Gross-Up is 3.1% and at the high end of the range, 13%.

A list of the Benefits Gross-Up for each Employee level is included as Appendix
“B” to this Report;

in the case of Senior Management Employees and approximately 25 senior

employees represented by Employee Representative Counsel, calculating their

claim in accordance with the greater (i) their employment agreement, or (ii) the

Common Law Severance Formula;

in the case of Unionized Employees, calculating their Termination Claims in

accordance with the greater of (i) the applicable collective bargaining agreement,

and (i) minimum statutory requirements;
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38.

9)

(h)

deeming the Termination Claims of Employees who resigned’ or were terminated
for cause, in each case, after the Filing Date, to be nil, subject to the right of these

Employees to dispute that the resignation was voluntary or that cause existed; and

deeming the Termination Claims of Employees whose severance payments ceased
on the Filing Date to be the amount of severance payments that remained to be

paid as of the Filing Date.

The Monitor believes that the Termination Claims Methodology is fair and reasonable for

the following reasons:

(@)

(b)

(©)

(d)

it recognizes the impracticality of calculating over 22,000 claims on an

individualized basis;

the number of variables involved in the calculation of Termination Claims,
information for some of which is not readily available to the Applicants or which
individual Employee would need to provide, multiplied by the number of claims
to be calculated, renders the analysis that would be required for an individualized
approach impractical, cost-prohibitive and overly time-consuming. It would also
require the assistance of significant personnel when very few employees remain

employed by the Applicants;

methodologies for calculating employee claims have been used in previous
CCAA insolvency proceedings under this Court’s jurisdiction, including the
CCAA proceedings of Nortel Network Corporation and affiliates (Court File No.
09-CL-7950) (“Nortel”) and the bankruptcy proceedings of Danier Leather
(Court File No. 31-2084381) (“Danier™);

while the Termination Claims Methodology approximates the individual claims of
employees, it does not unreasonably inflate or reduce them and the time and cost

" A limited exception applies to Employees in Ontario with five or more years of service who resigned during their

statutory notice period.
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(€)

(f)

9)

(h)

savings realized through this approach and against an individualized calculation-

based method further mitigates this result;

time and cost savings are also realized through the use of the “negative notice”
process discussed later in this Report;

counsel to the Monitor has advised that the Common Law Severance Formula
generally approximates what a court would award to an employee who is
terminated without cause, having regard to the typical common law factors (age,
years of service and position held), if the terminated employee pursued their

wrongful dismissal action to trial;

Employees have the opportunity to submit an Other Employee Claim to the extent
they believe they have a Claim not otherwise provided for under the Termination
Claims Methodology or the Proposed Order generally;

the Benefits Gross-Up and the Associate Discount Amount are appropriate

because:

M counsel to the Monitor has advised that the gross-up, which ranges from
3.1% to 13%, is generally within the range used by employers when

providing compensation in lieu of benefit continuation to employees;

(i)  where applicable, the gross-up is based on the Applicants’ estimated
replacement cost for a comparable benefits package to the benefit plans in
which Employees participated:;

(iii)  the quantum of the gross-up is correlated to the benefits in which an

Employee participated; and

(iv)  the Associate Discount Amount takes into consideration the elements that
are generally considered to be relevant when calculating this type of
amount, is consistent with precedent, and factors in the usage level of

those benefits.
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39.

(b)

Based on the Termination Claims Methodology, the Applicants believe that the

Termination Claims will total approximately $187.7 million.

Retiree Benefit Claims Methodology

40.

41.

42.

43.

44,

The Penrice Affidavit provides a description of the post-employment benefits that the

Sears Canada Entities offered to their Retirees.

According to the books and records of the Applicants, as of September 30, 2017,
approximately 6,300 Retirees participated in dental and medical coverage and

approximately 3,600 Retirees participated in life insurance.

The Retiree Benefit Claims Methodology is the result of a review of the applicable
benefit plans and potential claims methodologies as discussed with the relevant E&R
Process Participants. The Applicants proposed a number of different approaches for the
calculation of lost OPEBs to E&R Process Participants. All approaches were based on the
personal information (age and gender) of the Retirees as recorded in the books of Sears
Canada and accounted for life expectancy estimates generated by Statistics Canada (“Life
Expectancy”).

Pension Representative Counsel, Segal and EY provided a counter-proposal, and after
review and consideration of the various elements and circumstances of this case, the
Applicants, with the support of the Monitor, agreed on the Retiree Benefit Claims
Methodology.

The Retiree Benefit Claims Methodology is described in detail in the Penrice Affidavit.

In summary:
@ the calculation of the loss of dental and medical insurance:

M is based on an average replacement cost to purchase medical and dental
insurance on an individual basis, plus an additional out of pocket amount
to compensate for the fact that replacement insurance would only
reimburse 80% of the costs whereas Sears Canada covered 100% of the
costs;
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45.

46.

(b)

(i)

(iii)

(iv)

(v)

is based on an average replacement cost of insurance that is itself derived
from rates offered by Sun Life and Manulife to provide Retirees with the
coverage that is most similar to the coverage previously offered by Sears
Canada to the Retiree;

assumes that the cost of procuring this benefit will increase by 6% per

year throughout the Life Expectancy of the Retiree;

includes a discount of 2.34% to account for the present value of this claim;
and

includes a 10% tax gross-up to reflect the fact that Retirees may be
required to pay taxes on the dividend they eventually receive in respect of

their claims; and

the calculation of the loss of life insurance:

(i)

(i)

is based on the age, Life Expectancy and coverage amount of each Retiree
as at October 1, 2017; and

includes a present value discount of 2.29%.

Based on the Retiree Benefit Claims Methodology, the Applicants estimate the Retiree

Benefit Claims to total approximately $421 million.

The Monitor is of the view that the Retiree Benefit Claims Methodology is reasonable

and appropriate for the following reasons:

(@)
()

(©)

it is based on the personal information of each Retiree;

in the case of dental and medical coverage, it recognizes that the cost of securing

these benefits generally increase every year at a rate higher than inflation, takes

into account ageing factors that result in higher costs due to the Retiree age

demographic, and also reflects increased utilization of medical services;

it applies a discount rate to each claim to estimate its present value;
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(d) it is reasonable to assume that the marginal tax rate of a Retiree on a larger lump
sum payment may be higher in the year of receipt of a dividend than it would be
in the case of periodic receipts of payments. However, given that not all Retirees
may experience adverse tax consequences as a result of the dividend, a low

marginal tax rate gross-up of 10% is appropriate;

(e) in the Monitor’s view, the circumstances of this case do not support the
Applicants incurring the cost of hiring an actuarial firm to develop and apply a
retiree benefit claims methodology nor could such an exercise be completed in the

timeline that the circumstances mandate:®

()] in the Monitor’s experience, there is a certain amount of variability amongst
actuarial firms with respect to health and drug cost trend rates and assumptions.
The Monitor considers the assumptions used in the Retiree Benefit Claims
Methodology to be within the range of reasonable assumptions; the use of
replacement cost as a basis for calculation of the loss of medical and dental
coverage is appropriate because each individual Retiree will not be in a position
to secure replacement insurance at the same rate that was available to Sears

Canada for insuring a group of several thousand individuals;

(9) Retirees have the opportunity to submit an Other Retiree Claim to the extent they
believe they have a Claim not otherwise provided for under the Retiree Benefit
Claims Methodology or the under Proposed Order generally; and

(h) the Monitor is of the view that the Retirees are treated fairly pursuant to the
Retiree Benefit Claims Methodology and that proceeding in this fashion is also in

the interests of the other stakeholders of the Applicants.

® The Monitor understands that the annual services offered by Aon to Sears Canada could cost as much as
$100,000 and that it can take Aon six months to prepare these types of actuarial reports. In addition, the Monitor
understands that Aon was not prepared to provide further actuarial services without first being paid for the services

it provided to Sears Canada prior to the Filing Date.
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47.

(d)

It is also important to note that the calculation of Retiree Benefit Claims is forward-
looking in that it attempts to project the costs to individuals of securing the same benefits
as those provided by Sears Canada. As such, comparing these calculations to Sears
Canada’s historical costs for providing such benefits may be misleading;

Lifetime Discount Claims Methodology

48.

49.

50.

51.

The Lifetime Discount Claims Methodology provides that each Retiree (which definition
under the Proposed Order includes Employees with entitlements to the Lifetime
Discount) with an entitlement to the Lifetime Discount would be deemed to have a claim

for the loss of his Lifetime Discount in the amount of $840.

The proposed methodology for calculating the Lifetime Discount is based on information
provided by Sears Canada and takes into consideration:

@) the average value of discount per transaction of the holder of a Lifetime Discount
and the average number of transactions per month by holders of Lifetime
Discount for the 12 month period between October 2016 and September 2017,

(b) the historic usage rate of the Lifetime Discount by Retirees during the same

period; and

(©) the fact that Sears Canada had no obligation to ensure that a Retiree or Employee

would always have access to a Sears Canada store.

Based on the Lifetime Discount Claims Methodology, the Applicants estimate Lifetime

Discount Claims to total approximately $13.77 million.

The Monitor believes that the Lifetime Discount Claims Methodology is appropriate for

the following reasons:
@ precedent cases have recognized the existence of a claim for a lifetime discount;

(b) the amount proposed in this case was arrived at as a result of negotiations

amongst the relevant E&R Process Participants; and
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(d)

(©

it takes into account relevant mitigating factors.

Sears Pension Claim Methodology

52.

53.

54,

The Penrice Affidavit describes the Sears Pension Claim Methodology in detail.

In summary:

(@)

()

(©)

the Proposed Order contemplates that only the Plan Administrator, Pension
Representative Counsel and/or the Superintendent may file a proof of claim with
respect to the DB Component of the Sears Canada Plan or the wind-up deficiency

thereof;

the Sears Pension Claim Methodology provides that any Sears Pension Claim will
initially be calculated as an estimate (the “Preliminary Wind-up Liability
Estimate”) using (i) statutory mortality assumptions applicable as of September
30, 2017 for the purposes of a hypothetical wind-up valuation and estimating the
cost of purchasing all required annuities, (ii) demographic assumptions that Aon
Hewitt Inc. (“Aon”) used for its last actuarial report in respect of Sears Canada,
and (iii) economic assumptions projected by Aon for the purpose of calculating an
hypothetical wind-up as at September 30 2017;

any Sears Pension Claim will (i) reflect an increase of the projected deficit at
September 30, 2017 of approximately $7 million as a result of the liquidation of
certain equity investments for less than 100% of their quoted value as at that date,
(i) include a 2% provision for adverse deviations (such as the ultimate cost of
annuities and fees), and (iii) include a contingency reserve of 1.5% to account for
the fact that the Plan Administrator has not been able to fully review and verify
the data upon which the Preliminary Wind-Up Liability Estimate will be

calculated.

The Plan Administrator has indicated to the Monitor that, using the Sears Pension Claim

Methodology, their expectation is that their Sears Pension Claim would be in the range of

approximately $250-260 million.
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55.

56.

The Monitor believes that the Sears Pension Claim Methodology is reasonable because:

(@)

(b)

(©)

(d)

it is based on economic assumptions that were used by Aon in its most recent

actuarial valuation of the Wind-Up Deficit, rolled forward to September 30, 2017;

includes a 3.5% cushion for the purpose of calculating an estimated Sears Pension
Claim. Any final Sears Pension Claim will be calculated using actual information,

when that information is available;

it allows an initial estimated claim to be filed for the purpose of advancing the
Claims Process and eventual distributions to creditors; and

the Plan Administrator is responsible for estimating the funding status of the Sears
Pension Plan and is therefore in the best position to quantify the amount of its
wind-up deficiency; in any case a second opinion in respect of the deficit could
not feasibly be sought in the circumstances given the costs and time required to

obtain such an opinion.

CLAIMS PROCEDURE

If the Proposed Order is granted, the vast majority of Employee Claims and Retiree

Claims—specifically all Termination Claims and Retiree Benefit Claims—will be

addressed by way of a “negative notice” Claims Statement process. In summary, under

the Claims Process:

(@)

Claims Packages will be provided to all Employees and Retirees with
Termination Claims or Retiree Benefit Claims containing Claims Statements that

will, as applicable to each recipient,

M detail and outline the Claims Process as it applies to the recipient
Claimant;

(i) set-out the recipient’s Termination Claim and/or Retiree Benefit Claim

calculated in accordance with the applicable methodology using the
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(b)

(©)

(d)

(€)

recipients’ personal information as recorded in the Sears Canada Entities’

books and records; and

(iii)  explain how the Supplemental Plan Claims, Sears Pension Claims,
Lifetime Discount Claims or Warranty Claims they might have or be a

beneficiary under will be submitted (or deemed submitted) on their behalf;

recipient Employees and Retirees will then have an opportunity to correct their
personal information by making a Request for Correction, and, if they are outside
the scope of representation of Representative Counsel, will also have the
opportunity to propose an alternative methodology for valuing their Termination
Claim or Retiree Benefit Claim, as applicable. Where the books and records of the
Sears Canada Entities indicate a recipient Employee was either terminated for
cause or resigned during the post-Filing Period, a Request for Correction will also

enable them to challenge this assertion;

in the event that Employees and Retirees believe that they have an Other
Employee Claim or Other Retiree Claim, including a D&O Claim, they would
have the opportunity to file a proof of claim separately, as described further

below;

in the case of Retirees and Employees whose only known claim is as a beneficiary
in connection with (a) a Sears Pension Claim, which is to be submitted on their
behalf by the Plan Administrator, Pension Representative Counsel and/or the
Superintendent, and/or (b) a Supplemental Plan Claim, which is to be submitted
on their behalf by Pension Representative Counsel, such Retirees and Employees
will receive a letter advising them of that fact and of their ability to file any Other
Retiree Claims and Other Employee Claims they may have by way of a separate

proof of claim;

the Monitor, in consultation with the Sears Canada Entities, may accept or

disallow changes to personal information, upon review of the change and
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(a)

()

supporting documentation submitted, as well as any proposed alternative

methodologies; and

there is a resolution process for addressing disputes with respect to personal
information and alternatives to the methodologies proposed,

all as described further below.

Notice to Employees and Retirees

57.

The Proposed Order provides that the following steps would be taken to publicize and

give notice of the Claims Process:

(@)

by no later than 5:00 pm (Toronto time) on March 5, 2018, the Monitor will
provide copies of all individualized Claims Packages to Employees and Retirees,
with the Monitor anticipating it will provide Claims Packages by email and
regular mail as applicable beginning the week of February 26, 2018. Emails will
only be sent to Employees with email addresses on file (of which there are
approximately 18,000), and will request that Employees log into an online claims
portal established by the Monitor to view their Claims Package and correct any
personal information relating to their Termination Claim by making a Request for

Correction.

If an Employee does not log into the portal within 7 days of receipt of the initial
email a further follow-up email will be sent. If an Employee still has not logged in
within 14 days, a hardcopy Claims Package will be sent by mail. Given these
additional backstops, the Monitor believes that the use of email is appropriate in
the circumstances and will facilitate the use of an online claims portal that will
greatly assist in the efficient processing of large volumes of Claims. The propriety
of the use of email in this Claims Process is further reinforced by the fact that,
given the historic reliance by the Applicants on the “MySears” online employee
portal, communication by email has become an accepted method of

communication among the vast majority of Employees;
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(b)

(b) by no later than 5:00 pm (Toronto time) on March 5, 2018, the Monitor shall
cause a Proof of Claim Package (again, containing the proof of claim forms
necessary to assert any Other Retiree Claims or Other Employee Claims) to each
Claimant that the Sears Canada Entities have advised the Monitor may have an
outstanding action, claim or complaint as of the Filing Date, but who would not
otherwise receive an individualized Claims Package in accordance with paragraph

(a) above;

(©) commencing the week of February 26, 2018, the Monitor shall publish the Notice
to Claimants at least three times in The Globe and Mail (National Edition), the
electronic edition of La Presse, and in such other publications and in such
frequency as is determined by the Monitor in consultation with the Sears Canada
Entities.

(d) by no later than 5:00 pm (Toronto time) on February 27, 2018, (i) the Monitor
shall cause the Notice to Claimants and blank copies of the Claims Packages
(absent Claim Statements) to be posted to the Monitor’s Website; (ii) the
Applicants shall cause the Notice to Claimants to be posted on the “my.sears.ca”
online portal maintained for active and former employees; and (iii) Employee
Representative Counsel and Pension Representative Counsel shall cause the
Notice to Claimants and a copy of the applicable Claims Package to be posted on
their respective websites.

Bar Dates for Corrections/Challenges Regarding Termination Claims and Retiree

Benefit Claims

58.

The Applicants propose that any Retiree or Employee who wishes to correct the personal
information set out in their Claims Package be required to make a Request for
Correction—either by making the necessary corrections on the Monitor’s online Claims
Portal, or by submitting a Request for Correction form to the Monitor, such that it is
received on or before 5:00 p.m. on May 7, 2018 (the “Request for Correction Bar
Date”). Any Employee whose individualized Termination Claim Statement (included in

their Claims Package) indicates he or she either (i) was terminated for cause or (ii)
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59.

60.

61.

resigned after the Filing-Date (and whose Termination Claim under the Termination
Claims Methodology will therefore be nil), and who disputes such assertion would also

be required to make a Request for Correction by the Request for Correction Bar Date.

Where a Retiree or Employee is not represented by Representative Counsel, and therefore
is able to propose an alternative methodology for valuing their Termination Claim or
Retiree Benefit Claim, they will be required to do so by delivering a Notice of Proposed
Revision to the Monitor such that it is received on or before 5:00 p.m. on May 7, 2018
(the “Notice of Proposed Revision Bar Date”). For Unionized Employees, only a Union

Representative is permitted do so on such Employee’s behalf.

The Monitor and the Sears Canada Entities have established these bar dates by balancing
the requirement to provide a reasonable period of time for Claimants to file their
Requests for Correction and/or Notices of Proposed Revision with the need to contain the
length and costs of the Claims Process. The proposed timelines are also in line with those
provided in previous insolvency proceedings where a “negative notice” methodology-
based mechanism was utilized to process the claims of employees and retirees, such as
(a) the CCAA proceedings of Nortel in which claimants were provided 45 days in which
to correct personal information or file other claims, and (b) the bankruptcy proceedings of
Danier in which claimants were provided 30 days to correct personal information. These
bar dates are also reflective of the fact that the Monitor will require the assistance of
personnel from the Applicants in order to review and assess any Requests for Correction
and/or Notices of Proposed Revision as well as various information technology systems,
the significant ongoing costs of which are borne by the Applicants and reduce the asset

realization proceeds available for distribution to creditors.

Any Claimant (or any person on behalf of a Claimant) who does not make a Request for
Correction or submit a completed Notice of Proposed Revision by the applicable bar date
shall be deemed to have accepted the calculation of the Retiree Benefit Claim or
Termination Claim, as applicable, set out in their individualized Claims Statement and

shall have no further right to dispute the same.
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(c)

Process and Bar Dates for Claims Requiring Proofs of Claim to be Filed

62.

63.

64.

65.

66.

The Proposed Order provides for an individualized proof of claim procedure, similar to
that utilized in the General Claims Process already approved by this Court, for the
identification and determination of all Other Employee Claims and Other Retiree Claims
(including D&O Claims) as well as any Sears Pension Claim and Supplemental Plan
Claim. This individualized proof of claim process is therefore intended to address all
Claims other than Termination Claims, Retiree Benefit Claims, Lifetime Discount

Claims, and Warranty Claims.

Under this process, any Claimant seeking to assert an Other Employee Claim or Other
Retiree Claim must file a Proof of Claim or D&O Proof of Claim, as applicable, so that it
is received by the Monitor prior to 5:00 p.m. (Toronto time) on April 9, 2018 (the “Proof
of Claim Bar Date”).

The Plan Administrator, Pension Representative Counsel and the Superintendent must
file any Proofs of Claim or D&O Proofs of Claim with respect to any Sears Pension
Claim by this date as well. Pension Representative Counsel will similarly have to file any
omnibus Proof of Claims and/or D&O Proof of Claims in respect of any Supplemental

Plan Claims by this date also.

The Monitor believes that the Proof of Claim Bar Date will provide sufficient time for
Claimants, including the Plan Administrator, Representative Counsel or the
Superintendent, to evaluate and submit any Other Employee Claims and/or Other Retiree
Claims, as well as the Sears Pension Claims, and Supplemental Plan Claims. As with the
Notice of Proposed Revision Bar Date and Request for Correction Bar Date, the Proof of
Claim Bar Date was established with a view to balancing the requirement to provide a
reasonable period of time for Claimants to file their Claims with the need to contain the
length and costs of the Claims Process. It also reflects anticipated limitations in the
ongoing availability of both the Applicants’ key staff and information technology

systems needed to review Claims.

Further, while Claimants must provide as much supporting information with respect to a

Proof of Claim or D&O Proof of Claim as possible, the Proposed Order permits parties
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67.

68.

(d)

with the flexibility to provide additional evidence, documentation, reports or information
on any hearing to resolve an issue raised in a Notice of Dispute (Proof or Claim) thereby
facilitating the filing of Proofs of Claim and D&O Proofs of Claim by the milestone dates

proposed.

Proofs of Claims in respect of customer Warranties of the Sears Canada Entities will not
have to be filed by Employees or Retirees. Instead, the Claims Procedure Order will
deem Proofs of Claim in respect of those Claims to have been properly submitted. The
same approach was taken for customers with Warranty Claims under the General Claims
Process, and the Monitor remains of the view that sending Proofs of Claim Packages to
all Employees and Retirees who hold Warranties and requiring them to file Proofs of
Claim when the Applicants already maintain detailed records of Warranties would be
uneconomic and inefficient, particularly in light of the amounts at issue. As such, the

Monitor believes it is appropriate that such Proofs of Claim be deemed to be filed.

Proofs of Claim for Employees and Retirees with Lifetime Discount Claims will similarly

be deemed to have been properly submitted on their behalf by the Applicants.

Adjudication of Requests for Correction and Notices of Proposed Revision

69.

70.

The Monitor in consultation with the Sears Canada Entities will review all Requests for
Correction and Notices of Proposed Revision received on or before the applicable bar
date and will be responsible for either (in the case of a Request for Correction) accepting
or disallowing the corrections in part or in whole, or (in the case of a Notice of Proposed

Revision) accepting, revising or rejecting the alternate methodology proposed.

If the Monitor intends to accept or disallow a correction, the Monitor will notify the
Claimant by delivering either a Notice of Acceptance or a Notice of Disallowance
(Personal Information). If a Claimant is entitled to object to the methodology used to
calculate her Claim and has proposed alternative methodology in a Notice of Proposed
Revision, the Monitor will accept, revise or reject the methodology and advise the
Claimant accordingly.
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71.

72,

73.

74.

(e)

Where a correction to personal information will affect a Claimant’s Termination Claim or
Retiree Benefit Claim, as applicable, the Monitor will provide them with a revised Claim

Statement reflecting such Termination Claim or Retiree Benefit Claim amount.

Any Employee or Retiree who intends to dispute a Notice of Disallowance (Personal
Information) must send written notice to the Monitor by completing a Notice of Dispute
(Personal Information) that must be received by the Monitor within 30 days after the date
on date on which the Claimant receives the Notice of Disallowance (Personal

Information).

If a dispute raised in a Notice of Disallowance (Personal Information) is not settled or if
an alternative methodology proposed in a Notice of Proposed Revision is not successfully
agreed to or negotiated with the Claimant within a time period or manner satisfactory to
the Monitor, in consultation with the Sears Canada Entities, the Monitor at its election
shall refer the dispute to either a Claims Officer or the Court. 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.

Any Employee or Retiree who receives a Notice of Disallowance (Personal Information)
and does not file a completed Notice of Dispute (Personal Information) with the Monitor
by the applicable deadline shall be deemed to have accepted the personal information as
set out in the Notice of Disallowance (Personal Information) and such Employee or
Retiree shall have no further right to dispute same.

Adjudication of Proofs of Claim

75.

With respect to Other Employee Claims, Other Retiree Claims, Sears Pension Claims,
and Supplemental Plan Claims the process will be very similar to that provided for
general creditor claims under the General Claims Process. Under this process, the
Monitor, in consultation with the Sears Canada Entities (and in the case of D&O Proofs
of Claim, with the Directors and Officers named in respect of such D&O Claim, and such
Directors’ and Officers’ counsel) will review all Proofs of Claim and D&O Proofs of
Claim received on or before the Proof of Claim Bar Date and will be responsible for

accepting, revising or rejecting such Claims.
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76.

77,

78.

79.

(f)

If the Monitor intends to revise or reject a Claim, the Monitor will notify the Claimant by
sending a Notice of Disallowance (Proof of Claim) setting out the reasons therefor by no
later than July 31, 2018, or such later date as ordered by the Court. Given its estimated
nature (as described above in paragraph 52), this deadline will not apply to any Sears

Pension Claims.

Any Claimant that intends to dispute a Notice of Disallowance (Proof of Claim) must
send written notice to the Monitor by completing a Notice of Dispute (Proof of Claim)
that must be received by the Monitor within 30 days after the date on which the Claimant

receives the Notice of Revision or Disallowance (Proof of Claim).

In the event 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 (or the applicable Directors and Officers in respect of a D&O Claim), the
Monitor, at its election, shall refer the dispute raised to a Claims Officer or the Court.
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.

Any Claimant who receives a Notice of Disallowance (Proof of Claim) and does not file
a completed Notice of Dispute (Proof of Claim) with the Monitor by the applicable
deadline shall be deemed to have accepted the amount and determination as set out in the
Notice of Disallowance (Proof of Claim) and such Claimant shall have no further right to

dispute the same.

Claims Officers and Adjudication of Claims, Personal Information and Methodologies in

80.

Dispute

The Claims Procedure contemplates that the Monitor may refer disputed Claims and
disputes as to personal information and alternative proposed methodologies to a Claims
Officer for resolution, which the Proposed Order contemplates would be the Honourable
former Justices Dennis O’Connor, and James Farley, who have also been appointed for
this role in the General Claims Process. The decision of a Claims Officer will be binding

on all parties, subject to appeal rights to the Court.
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81.

82.

83.

(@)

The Claims Officers will review and determine the validity and amount of disputed
Employee Claims and Retiree Claims, the accuracy of a Claimant’s personal information
or the validity of the methodology to be applied to a given Claim, all in accordance with
the terms of the Proposed Order. The Claims Officers would also determine procedural
matters that may arise in respect of their determination of these issues including the

manner in which any evidence may be adduced.

Once a decision is rendered in respect of a disputed Claim, proposed methodology or
piece of disputed personal information, the Monitor, the relevant Claimant, the Sears
Canada Entities and the applicable Officers and Directors would each have 10 days to
appeal the decision to the Court, failing which the decision of the Claims Officer will be

binding on all parties.

Claims are frequently referred to Claims Officers in CCAA Proceedings to expedite the
resolution of disputed Claims and related issues in a timely, efficient and cost-effective
manner, and indeed as mentioned Claims Officers are also provided for under the General
Claims Process also. This is of particular importance in this case given the number of
potential Claimants involved.

Hardship Fund

84.

85.

By Order dated August 18, 2017, this Court approved an employee hardship fund (the
“Hardship Fund”) for payments to be made to former Employees of the Sears Canada
Group who could demonstrate urgent or immediate hardship in dealing with their

financial obligations.

One of the conditions of the term sheet upon which the Hardship Fund was based, and
which was approved by the Court in that Order, provided that where payments were
made out of the fund to a former employee, any future distributions made to such
employee on claims allowed in any claims process conducted by the Sears Canada

Entities would be correspondingly reduced.
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86.  To reflect this, the Proposed Order provides that any payments paid to any Employee out
of the Hardship Fund will correspondingly reduce any distributions ultimately made to

such Employee on a Claim.

l. CONCLUSION

87. In the Monitor’s view, the proposed Claims Process and Methodologies appropriately
balance competing stakeholder views, and is fair and appropriate in light of the
anticipated nature and volume of Employee Claims and Retiree Claims. In particular, the

proposed Claims Process:

@) represents a fair, reasonable, efficient and practical method for the calculation and
submission of employment-related claims that approximately 40,000 Retirees and
Employees may have against the Sears Canada Entities;

(b) will assist in ensuring that claims that have facts or issues in common will, to the

greatest extent possible, be determined consistently;

(c) brings greater certainty to the calculation of Employee Claims and Retiree
Claims, including Sears Pension Claims, thereby reducing the risk that assets be

depleted in order to resolve thousands of claims; and

(d) has been arrived at after extensive negotiations among the E&R Process

Participants.

88. For the reasons set out above, the Monitor supports the Applicants’ motion for the

Proposed Order and recommends that it be granted.

The Monitor respectfully submits to the Court this, its Thirteenth Report.
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Dated this 18th day of February, 2018.

FTI Consulting Canada Inc.
in its capacity as Monitor of
the Sears Canada Entities

Ko Bearp S

Paul Bishop Greg Watson
Senior Managing Director Senior Managing Director
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Appendix A
Common Law Severance Formula

The Common Law Severance Formula is one of the mechanisms that may be used to determine the notice period of various
Employees under the Termination Claims Methodology. The notice period will be determined as follows: (i) a base amount
determined by the Employee’s position, plus (ii) additional weeks based on completed years of service and the Employee’s age. In
addition, the Common Law Severance Formula includes a minimum and maximum entitlement that each Employee will be subject to

depending on their position.

Position Base AT D ber Additional weeks based on age Lk
complete year of service
Part Time 2 weeks 2 weeks / year Add 4 weeks if over 55 at termination Minimum: 2 weeks
Associate Maximum: 52 weeks
Full Time 4 weeks 2 weeks / year Add 2 weeks if 40-45 at termination Minimum: 4 weeks
Associate Add 3 weeks if 46-50 at termination Maximum: 78 weeks
Add 4 weeks if 51-55 at termination
Add 5 weeks if 56-60 at termination
Add 8 weeks if over 60 at termination
Supervisors | 6 weeks 2.5 weeks / year Add 2 weeks if 40-45 at termination Minimum: 6 weeks
Add 3 weeks if 46-50 at termination Maximum: 78 weeks
Add 4 weeks if 51-55 at termination
Add 5 weeks if 56-60 at termination
Add 8 weeks if over 60 at termination
Managers 8 weeks 3 weeks / year Add 2 weeks if 40-45 at termination Minimum: 8 weeks
Add 3 weeks if 46-50 at termination Maximum: 78 weeks
Add 4 weeks if 51-55 at termination
Add 5 weeks if 56-60 at termination
Add 8 weeks if over 60 at termination
Divisional 10 weeks 4 weeks / year Add 2 weeks if 40-45 at termination Minimum: 10 weeks
Vice Add 5 weeks if 46-50 at termination




Presidents

Add 8 weeks if 51-55 at termination
Add 10 weeks if over 56 at termination

Maximum: 104 weeks




Appendix B
Benefits Gross-Up

The Benefits Gross-Up for each level of Employee with respect to their participation in various

benefits are as follows:

Position Life Insurance, Health and Dental De_f'nfd dc.:onflf |bu|t|on P:an
(including Tax Impact) Unellieling e i

Part Time 9.9% 3.1%
Associate

Full Time 8.4% 4.3%
Associate
Supervisors 7.0% 3.2%
Managers 3.8% 3.3%
Divisional 4.4% 3.2%

Vice
Presidents
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Court File No.: CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) THURSDAY, THE 26TH
)
MR. JUSTICE HAINEY ) DAY OF APRIL, 2018

|
IN THE MATTER OF THE COMPANIES® CREDITORS

ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR

AR | ARRANGEMENT OF SEARS CANADA INC., 9370-2751

QUEBEC INC., 191020 CANADA INC., THE CUT INC,
SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., INITITUM COMMERCE LABS INC., INITIUM
TRADING AND SOURCING CORP., SEARS FLOOR
COVERING CENTRES INC., 173470 CANADA INC., 2497089
ONTARIO INC., 6988741 CANADA INC., 10011711 CANADA
INC., 1592580 ONTARIO LIMITED, 955041 ALBERTA LTD.,
4201531 CANADA INC., 168886 CANADA INC., AND 3339611
CANADA INC.

(each, an “Applicant”, and collectively, the “Applicants”)

AMENDED 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-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 Entities) and/or any creditors of the Sears

Canada Entities, was heard this day at 330 University Avenue, Toronto, Ontario.



VON READING the Affidavit of William Turner sworn on February 12, 2018 including
the exhibits thereto, the Affidavit of William Turner sworn on August 11, 2017, including the
exhibits thereto, the Affidavit of William Turner sworn on February 14, 2018 including the
exhibits thereto, the Affidavit of Jules Monteyne sworn on February 14, 2018 including the
exhibits thereto, the Affidavit of Leanne M. Williams sworn on February 14, 2018 including the
exhibits annexed thereto, the Monitor’s Fourteenth Report to the Court dated March 1, 2018, and
on hearing the submissions of Retiree Representative Counsel, Representative Counsel for the
employees of the Sears Canada Entities (“Employee Representative Counsel”), counsel for the
Appliéahts; counsel for the Monitor, and such other éounsel for various creditors and
stakeholders as were present, no one else appearing although duly served as appears from the

Affidavit of Service of Veronica de Leoz, sworn February 12, 2018:

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record herein is hereby abridged and validated so that this Motion is properly returnable

today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that Lax O’Sullivan Lisus Gottli_eb LLP is hereby appointed as
Litigation Investigator (the “Litigation Investigator”) in these CCAA proceedings_for‘ the
benefit of the estates of the Sears Canada Entities and its creditors. The Litigation Investigator
shall be an officer of this Court, and is appointed for the purpose of investigating, considering,
and repoﬁing to the Creditors” Committee (defined below), regarding any rights or claims,
whether Iegél, equitable, statutory or otherwise, that the Séars 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 former directors, officers, shareholders and advisors of any of the Sears

Canada Entities (the “Mandate”). For greater certainty, 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 and E&R Claims Procedure Order
(defined below), however, the Litigation Investigator shall have no role in determining, advising
on, opposing, supporting, or articulating any claim of any creditor or stakeholder in the Claims
Process, as defined in the Order of this Court dated December 8, 2017 as amended by Order
dated February 22, 20’18 or as further amended by Order of the Court (as amended, the “Claims
Procedure Order”) or any Claim as defined in the Employee and Retiree Claims Procedure
Order dated February 22, 2018 (the “E&R Claims Procedure Order”) and shall have no role in

the distribution or allocation of estate funds.

Litigation Investigator Reporting

3. THIS COURT ORDERS that the Litigation Investigator’s Mandate shall include
reporting to the Creditors’ Committee with such details as the Litigation Investigator considers
ad\}isable (all such reporting being Collectively defined herein as the “Report”), taking into
account any concerns of privilege and confidentiality. All Reports by the Litigation Investigator
and all communications among the Creditors’ Committee members and the Litigation
Investlgator shall be subject to common interest privilege. A Report by the Litigation
Investigator will include recommendations regarding a proposed litigation plan that includes, but

is not limited to:

(a) those potential rights or claims of the Sears Canada Entities or any creditors of the

Sears Canada Entities that should be pursued (if any); and

(b) describing how and by whom such rights or claims (if any) can best be pursued or

continued, including, but not limited to:



(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

parties;

(i) 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 acéordance wi.th the
terms of this Order) for the purpose of providing input to the Litigation
Investigator in the prosecution of such rights, claims or causes of action;

and

(iii) consideration as to the various options available for funding the

prosecution of such rights, claims or causes of action.

A confidential briefing ("Investigator Briefing") regarding all Reports prepared by the
Litigation Investigator shall be given to the Monitor;- provided that such Investigator Briefing

shall be kept confidential by the Monitor and shall remain subject to privilege.

4. THIS COURT ORDERS that following delivery of a Report to the Creditors’
Committee in accordance with its Mandate, the Litigation Investigator shall not take any further
steps without a further Order of the Court. For greater certainty, nothing herein shall prevent the
Litigation Investigator from seeking an Order of the Court authorizing it to pursue any claims

identified pursuant to the Mandate.



The Committee

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 ﬁme
appointed by, or on behalf of the following creditor groups of the Sears Canada Entities: (i)
Retiree Representative Counsel; (ii)) Employee Representative Counsel; (iii) landlofds; (iv)
Hometown Dealers Class Action plaintiff counsel; (v) Morneau Shepell Ltd. in its Capacity as
Administrator for the Sears Canada Inc. Registered Retirement Plan; (vi) the Ontario
Superintendent of Financial Services as Administrator of the Pension Benefits Guarantee Fund;
and (vii) such other unsecured creditors of the Sears Canada Entities not reprééented in (1)
through (vi) above as the majority of the Creditors’ Committee may agree Be included, in
consultation with the Monitor, or as may be directed by the Court. The Creditors’ Committee
and the Litigation Investigator shall cooperate with the Monitor, and the Monitor shall cooperate
with the Litigation Investigator and the Creditors’ Committee in connection with the Mandate.
The Creditors’ Committee shall consult with and provide input to the Litigation Investigator with

respect to the Mandate.

6. THIS COURT ORDERS that each member of the Creditors’ Committee (including any
alternates or replacements from the same stakeholder group as may be appointed by an existing
member) may be a creditor itself or counsel/advisor representing that stakeholder interest, but in
either case each member shall execute a Confidentiality Agreement in a form acceptable to the
Litigation Investigator, the Sears Canada Entities and the Monitor prior to being.entitled to
participate in any discussions or meetings of the Creditors’ Committee, receive any information

from the Monitor, the Litigation Investigator or any other member of the Creditors’ Committee,



or to receive the Report. The Litigation Investigator will meet with the Creditors’ Committee at
least monthly, or such other times as may be agreed by the Litigation Investigator and the
Creditors’ Committee. Meetings will only be conducted in person, to ensure the confidentiality

of all discussions.

7. THIS COURT ORDERS that the Monitor shall provide to the Litigation Investigator-.
(and, upon execution of appropriate Confidentiality Agreements, for delivery by the Litigation
Investigator to the Creditors’ Committee) a confidential briefing regarding the “Transaétions of
Interest” as identified in the Monitor’s 11" Report to the Court (the “Monitor Briefing”). To
the extent that the Litigation Investigator requests documents or information from the Sears
Canada Entities and such requests are consistent with the Mandate (the "Additional Company
Information"), then, subject to satisfactory resolution of issues of privilege and confidentiality
(including any terms regarding sharing of information with the Credifors' Committee), the Sears
Canada Entities shall cooperate with the Monitor to provide the Additional Company
Information to the Litigation Investigator. The Monitor’s delivery of the Monitor Briefing
pursuant to the terms of this Order shall be subject to common interest privilege and strict
confidentiality, and the Monitor is protected for so doing pursuant to section 142 of the Courts of
Justicé Act (Ontario). The Sears Canada Entities' delivery of the Additional Compény
Information pursuant 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 Act (Ontario). In the event of any concerns being raised
regarding the delivery by the ‘Monitor of any particular aspect of the Monitor Briefing that
cannot be resolved without breaching the underlying basis for the concern, such concerns shall

be resolved following a review by an independent party appointed by the Monitor and the



Litigation Investigator (or, absent agreement on the identity of such party, by the Court).
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 under seal for the purposes of resolving any dispute over whether such document

should be produced in litigation.

8. THIS COURT ORDERS that the Monitor or the 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 ORDERS that prior to any production of documents by the Monitor or
the Sears Canada Entities to the Litigation Investigator to facilitate the fulfillment of the
Mandate, the Monitor or 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 Sears Holdings Corporation;

(b) documents containing any communication by or to the ESL parties and/or Sears
Holdings Corporation and/or any current or former directors or officers of the
Searé Canada Entities (a “Current or Former D&O”) created on or after
November 26, 2013 and related to the 1291079 Ontario Ltd and Sears Canada Inc.
et. al. class action of November 6, 2015 (Ontario Superior Court of Justice) File

No. 4114/15); and



() documents containing communications between a law firm and a Current or
Former D&O for which privilege could reasonably be asserted, or documents that
reflect legal advice or litigation work product prepared for the benefit of a Current

or Former D&O, whether alone or as part of a joint retainer.

Hereafter,v items a), b), and c) shall be referred to collectively as the “Potentially Shared
Privileged Documents”). No waiver of any privilege shall have occurred by the inadvertent
delivery of documents to the Litigation 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
intend to produce any Potentially Shared Privileged Documents to the Litigation Invg:stigator in
facilitation of the. fulfillment of the Mandate, the Monitor or the Sears Canada Entities, as the
case may be, shall provide a list of such documents on reasonable notice, which shall be no less
than seven days, to the ESL parties, Sears Holdings Corporation and/or the Current or Former
D&Os to the extent that such parties may be able to assert privilege over the documents, so that

any issue regarding privilege may be resolved by the parties or determined by this Court.

11.  THIS COURT ORDERS that the Litigation Investigator shall create and maintain a
detailed list (including creation date, sender, recipient and subject) of those document(s) received
from the Sears Canada Entities (either directly or through the Monitor) that it provides to the

Creditors” Committee or their counsel or agents.



12. THIS COURT ORDERS that, for greater certainty, any right, claim or cause of action
identified by the Litigation Investigator as capable of being advanced and that is advanced with
approval of the Court, whether by the Litigation Investigator or otherwise, may be removed from

the claims process established under the Claims Procedure Order or the E&R Claims Procedure

Order.

13. THIS COURT ORDERS that the Claims Procedure Order is 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 or that

are advanced by the‘Litigation Investigator or any creditors, in each case, as may be

permitted or directed by further Order of the Court, against the Sears Canada Entities

or any Directors and/or Officers, which for greater certainty shall include any Claim
that may be identified, reviewed or investigated as part of the Litigation

Investigator’s Mandate (as defined in an Order of the Court dated March 2, 2018)”.

14. THIS COURT ORDERS that the E&R Claims Procedure Order is hereby amended as

follows:

(i) the definition of “Excluded Claim” is hereby amended to add a ne§v 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 Ofﬁcérs, which for

greater certainty shall include any Claim that may be identified, reviewed or



10

investigated as part of the Litigation Investigator’s Mandate (as defined in an Order

of the Court dated March 2, 2018)”.

Litigation Investigator Costs

15. THIS COURT ORDERS that the Litigation Investigator shall be paid from the funds of
the Applicants its reasonable fees and disbursements, including the fees of any counsel retained
by the Litigation Investigator in respect of the Mandate, the amount of which is not vtorexceed 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 sﬁall be made. available to
the Creditors’ Committee and, upon request of the Court and subject to a sealing order to protect
privilege and confidentiality, to the Court. In the event of any disagreement with respéct to a
proposed budget, any requested increased to such budget, or any accounts rendered by the

Litigation Investigator, such disagreement may be remitted to this Court for determination.

16. THIS COURT ORDERS that the Litigation Investigator shall be entitled to the benefit
of the Administrative Charge, as defined in the Initial Order issued by the Court dated June 22,
2017 as amended, for the Litigation Investigator's costs, as security for its professional fees,

taxes, and disbursements reasonably incurred.

17. THIS COURT ORDERS that the Litigation Investigator is hereby authorized to take all
appropriate steps and do all appropriate acts necessary or desirable to carry out its Mandate in

accordance with the terms of this Order.
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18. = THIS COURT ORDERS that the Litigation Investigator shall be at liberty, and is
hereby authorized; at any time, to apply to this Court for advice and directions in respeét of its
Mandate or any variation or expansion of the powers and duties of the Litigation Investigator, |
which shall be brought on at least seven (7) business days' notice to the Service List in these

'CCAA proceedings, unless time for service is otherwise abridged.

19. THIS COURT ORDERS that the Litigation Investigator shall have no personal liability
as a result of the performance of its duties in carrying out the provisions of this Order; save and
except for liability arising out of gross negligence or wilful misconduct. The Creditors’
Committee members shall have no liability as a result of their participation on the Creditors’
Committee or in providing input to the Litigation Investigator, save and except for liability

arising out of gross negligence or wilful misconduct.

20. THIS COURT ORDERS that no action or 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 bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) (the “BIA”) in respect of any of the

Applicants and any bankruptcy order issued pursuant to such applications; or

(o) any assignment in bankruptcy made in respect of any of the Applicants;»
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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 carrying out the terms of this Order.
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Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
SEARS CANADA INC., CORBEIL ELECTRIQUE INC., S.L.H. TRANSPORT INC., THE
CUT INC., SEARS CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES INC,,

INITIUM COMMERCE LABS INC., INITIUM TRADING AND SOURCING CORP., SEARS
FLOOR COVERING CENTRES INC., 173470 CANADA INC., 2497089 ONTARIO INC.,
6988741 CANADA INC., 10011711 CANADA INC., 1592580 ONTARIO LIMITED, 955041
ALBERTALTD., 4201531 CANADA INC., 168886 CANADA INC. AND
3339611 CANADA INC.

APPLICANTS
ELEVENTH REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC.,
IN ITS CAPACITY AS MONITOR
A. INTRODUCTION
1. On June 22, 2017, Sears Canada Inc. (“Sears Canada”) and a number of its operating

subsidiaries (collectively, with Sears Canada, the “Applicants”) sought and obtained
an initial order (as amended and restated on July 13, 2017, the “Initial Order”), under
the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
“CCAA”). The relief granted pursuant to the Initial Order was also extended to Sears
Connect, a partnership forming part of the operations of the Applicants (and together
with the Applicants, the “Sears Canada Entities”). The proceedings commenced
under the CCAA by the Applicants are referred to herein as the “CCAA

Proceedings”.



2.

The Initial Order, among other things:

(@)

(b)

(©)

(d)

appointed FTI Consulting Canada Inc. as monitor of the Sears Canada Entities
(the “Monitor”) in the CCAA Proceedings;

granted an initial stay of proceedings against the Sears Canada Entities until
July 22, 2017;

authorized the Sears Canada Entities to enter into the DIP Credit Agreements
and access funds available under the facilities provided under these agreements;
and

scheduled a comeback motion for July 13, 2017 (the “Comeback Motion”).

Following the Comeback Motion, the Court extended the stay of proceedings to

October 4, 2017. In addition, the following orders were issued:

(@)
(b)

(©)

(d)

the amended and restated Initial Order;

an order setting out the terms of the appointment of Ursel Phillips Fellows
Hopkinson LLP as representative counsel for the non-unionized active and
former employees of the Sears Canada Entities (“Employee Representative
Counsel™);

an order setting out the terms of the appointment of Koskie Minsky LLP as
representative counsel to the non-unionized retirees and non-unionized active
and former employees of the Sears Canada Entities with respect to pension and
post-employment benefit matters (*Pension Representative Counsel”);

an order authorizing the eventual suspension of special payments under the
Sears Canada Pension Plan, certain payments in connection with supplemental
pension plans and certain payments under post-retirement benefit plans pursuant
to a term sheet agreed to by the Ontario Superintendent of Financial Services, as

Administrator of the Pension Benefits Guarantee Fund (the “Superintendent”),



Employee Representative Counsel, Pension Representative Counsel, each of

their respective representatives, and the Sears Canada Entities; and

(e) an order (the “SISP Approval Order”) approving a sale and investor
solicitation process (the “SISP”) to solicit interest in potential transactions,
including investment and liquidation proposals, involving the business,

property, assets and/or leases of the Applicants.

On July 18, 2017, the Court issued an order approving an agreement and a process (the
“First Liquidation Process”) for the liquidation of inventory and FF&E at certain
initial closing Sears Canada locations, which liquidation process is now completed,

subject to finalizing certain reconciliation items described below.

On October 4, 2017, the Court issued, among other orders, an order extending the stay
of proceedings to November 7, 2017 and orders approving the sale of certain

businesses and assets of the Applicants.

On October 13, 2017, the Court issued, among other orders, an order (a) approving an
agreement and a process (the “Second Liquidation Process”) for the liquidation of
the inventory and FF&E at all remaining Sears Canada retail locations (which
liquidation commenced shortly thereafter and was substantially complete on January
14, 2018) (the *“Second Liquidation Order”); and (b) extending the stay of
proceedings to January 22, 2018.

On October 27, 2017, on consent of the Applicants, the Monitor and certain landlords,
the Court issued an endorsement amending the SISP to include a timeline for the
Applicants to pursue transactions in respect of their remaining real property store

leases (the “October 27 Endorsement”).

On December 8, 2017, the Court issued: (i) an Order (the “Claims Procedure
Order”) approving a claims process (the “Claims Process”) for the identification,
determination and adjudication of claims of creditors against the Sears Canada Entities
and their current and former officers and directors; and (ii) an Omnibus Approval and
Vesting Order authorizing the Applicants to complete sales of residual assets not



exceeding $5 million in any one transaction without seeking further Court approval,
and vesting those residual assets in the applicable purchaser free and clear of the

claims and encumbrances against those assets.

9. In connection with the CCAA Proceedings, the Monitor has provided ten reports and
four supplemental reports (collectively, the “Prior Reports”), and prior to its
appointment as Monitor, FTI also provided to this Court a pre-filing report of the
proposed Monitor dated June 22, 2017 (the “Pre-Filing Report”). The Pre-Filing
Report, the Prior Reports and other Court-filed documents and notices in these CCAA
Proceedings are available on the Monitor’s website

at cfcanada.fticonsulting.com/searscanada/ (the “Monitor's Website”).

B. PURPOSE

10.  The purpose of this eleventh report of the Monitor (the “Eleventh Report”) is to

provide the Court with information regarding:

@) the activities of the Monitor and the Sears Canada Entities since December 6,
2017, the date of the last report of the Monitor regarding activities;

(b) the Applicants’ request for an order (the “Stay Extension Order”) extending
the Stay Period to April 27, 2018;

(©) the Applicants’ request to appoint the Honourable Dennis O’Connor as an
additional Claims Officer for the purposes of the Claims Procedure Order;

(d) a motion by Remington Properties Inc. (“Remington”), the landlord at a former
Sears Canada location in Calgary, Alberta, for an order providing advice and
directions regarding certain realty tax payment obligations described in greater
detail below;

(e) a motion for an order (the “Fee Approval Order”) approving the fees and
disbursements of the Monitor and its counsel, Norton Rose Fulbright Canada
LLP (“NRF”), for the periods set out in the Fee Affidavits (as defined below);
and



C.

11.

12.

13.

14.

15.

() the Monitor’s comments and recommendations in connection with the

foregoing.

TERMS OF REFERENCE

In preparing this Eleventh Report, the Monitor has relied upon audited and unaudited
financial information of the Sears Canada Entities, the Sears Canada Entities’ books
and records, certain financial information and forecasts prepared by the Sears Canada
Entities and discussions and correspondence with, among others, the senior
management (“Management”) of, and advisors to, the Sears Canada Entities

(collectively, the “Information”).
Except as otherwise described in this Eleventh Report:

@) the Monitor has not audited, reviewed or otherwise attempted to verify the
accuracy or completeness of the Information in a manner that would comply
with Generally Accepted Assurance Standards pursuant to the Chartered

Professional Accountants of Canada Handbook; and

(b) the Monitor has not examined or reviewed the financial forecasts or projections
referred to in this Eleventh Report in a manner that would comply with the
procedures described in the Chartered Professional Accountants of Canada
Handbook.

Future-oriented financial information reported in or relied on in preparing this Eleventh
Report is based on Management’s assumptions regarding future events. Actual results

will vary from these forecasts and such variations may be material.

The Monitor has prepared this Eleventh Report in connection with the Applicants’
motions for the Stay Extension Order, appointment of an additional Claims Officer, and
the Fee Approval Order and the Remington Motion. The Eleventh Report should not be

relied on for any other purpose.

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian Dollars.



16.

17.

18.

19.

20.

21.

22,

Capitalized terms not otherwise defined herein have the meanings ascribed to them in the
affidavits of Mr. Billy Wong, the Chief Financial Officer of Sears Canada, sworn on June
22,2017, and Philip Mohtadi, General Counsel and Corporate Secretary of Sears Canada,
affirmed January 15, 2018, and the Prior Reports of the Monitor in these proceedings.

D. THE ACTIVITIES OF THE SEARS CANADA ENTITIES AND THE
MONITOR

The activities of the Sears Canada Entities and the Monitor since the date of its last report

regarding activities are summarized below.

SISP Process — Viking Trademarks

On December 8, 2017, the Court issued an Order (the “Viking AVO”) approving the sale
of certain Canadian Viking brand trademarks by Sears Canada to Viking Range, LLC, an
entity associated with The Middleby Corporation (the “Viking Transaction”).

On January 4, 2018, the Viking Transaction was completed in accordance with its terms.

The net proceeds from the Viking Transaction are currently being held by the Monitor in
accordance with the Viking AVO.

SISP Process — Parts and Repair Services

On December 21, 2017, the Court approved a sale transaction between Sears Canada as
vendor, Buyers Group of Mississauga Inc. as purchaser and DirectBuy Home
Improvement Inc. as parent with respect to certain assets related to Sears Canada’s Major
Appliances Protection Agreement Business and certain internet protocol address blocks
(the “Parts APA”). This transaction was completed on December 21, 2017, subject to
the retention of certain “Retained IP Addresses” by Sears Canada for continued use, and
the retention of the sale proceeds attributed to those Retained IP Addressses by the

Monitor until a release date in May 2018.

SISP Process-Leased Real Estate

Pursuant to the October 27 Endorsement, the Applicants were required to select

successful bids with respect to any remaining real property store leases by no later than



23.

24,

25.

26.

November 30, 2017 (the “Lease Bid Deadline”) and complete any transactions provided
for in such successful bids by no later than December 29, 2017 (the “Lease Closing
Deadline”), subject in each case to any extensions that may be agreed to between the
Applicants, the Monitor and the applicable landlord. The Court’s endorsement also
required that the Applicants disclaim any remaining leases that are not the subject of a
successful bid as set out above such that these disclaimers are served with effective dates

no later than February 6, 2018 (the “Disclaimer Deadline”).

No successful bids for any remaining real property store leases were received by the

Lease Bid Deadline®.

The Applicants expect that the Second Liquidation Process, and the FF&E removal
period associated therewith, will be completed at all remaining store locations on or
before January 28, 2018. The Applicants have delivered notices of disclaimer of all

remaining real property store leases with effective dates no later than February 4, 2018.

SISP Process — Distribution Centre FF&E

On January 2, 2018, Sears Canada entered into a Liquidation Services Agreement with
Maynards Industries Canada Ltd. pursuant to which Maynards Industries Canada Ltd.
would act as Sears Canada’s agent for the sale of furniture, fixtures and equipment owned
by Sears Canada and located at distribution centres in Belleville, Vaughan, Calgary and
Montreal. The transaction provides for a minimum guaranteed recovery to Sears Canada.
Due to the value of the transaction, the transaction proceeded without court approval in

accordance with the terms of the Initial Order.

SISP Process-Owned Real Estate

As previously reported to the Court, the Applicants have received a number of proposals

to purchase their various owned properties (the “Owned Properties”).

! In the case of one real property store lease, discussions regarding a potential lease assignment continued following

the Lease Bid Deadline but no transaction has been completed and the applicable real property store lease is

currently the subject of a disclaimer notice that will become effective on January 22, 2018.
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28.

29.

The Applicants, with the approval of the Special Committee, with the assistance of their

advisors and the Monitor, and with input from certain stakeholders who are subject to

confidentiality obligations, have assessed various options available to the Applicants to

maximize value from the Owned Properties for the benefit of the Applicants’ estate as a

whole.

The Applicants currently intend to take the following steps with respect to the Owned

Properties:

(a)

(b)

(©)

in respect of certain properties where potential environmental issues have been
identified, the Applicants are in the process of completing Phase Il
environmental assessments that will provide additional information for potential
purchasers that will assist in the marketing process. These Phase Il
environmental assessments are expected to be completed before the end of

January;

in respect of certain vacant parcels of ancillary land and one owned store
location in Charlottetown, the Applicants are in the process of engaging a real

estate broker to market these parcels; and

in respect of all remaining properties, the Applicants currently intend to
continue to work with BMO and resume the marketing process that was
commenced through the SISP to complete value maximizing transactions for
such properties, through one transaction for all properties or through a series of

separate transactions.

Suppliers, Landlords

As part of the overall liquidation of the Applicants’ retail business, the Applicants are

continuing their review of the various agreements to which they are a party and

identifying those agreements that can be disclaimed. These agreements include leases

of real and personal property, information technology agreements, licence agreements,

concession agreements and dealer agreements, amongst others.
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31.

32.

The Applicants, with the assistance of the Monitor, continue to work with a number of
vendors and landlords to reconcile amounts owing to those parties for the pre-filing
period and the post-filing period as part of the Claims Process. The Monitor believes
that the Applicants are working in good faith and with diligence to address questions
and issues as they arise and the Monitor and counsel continue to assist the Applicants
in this respect. Certain inquiries from landlords, in particular regarding payment
arrears, are taking considerable time to reconcile primarily due to the volume of

inquiries and payments to review.

The Monitor and its counsel invited counsel to various landlords of Sears Canada’s
premises to a meeting on December 14, 2017 to discuss the current status of the
CCAA proceedings to the extent possible having regard to confidentiality
considerations and the possibility that certain landlords may have an interest in the
potential transactions available for the sale of Sears Canada’s remaining Owned

Properties.

Sears Canada advised the Monitor on December 11" that Sears Canada unintentionally
made payments to certain landlords on account of certain real property taxes payable
that accrued during the pre-filing period. The Monitor understands that these
payments were made in error as a result of modifications to Sears Canada’s financial
accounting systems for identifying and tracking pre-filing period amounts in
anticipation of reconciling claims in the Claims Process. The Monitor believes
payment of these amounts was not permitted under the terms of the Initial Order.
These payments were in the aggregate amount of approximately $2.4 million. On
January 5, 2018, the Monitor wrote to the landlords who received these payments
advising of the error and proposing that the matter be rectified through repayment of
the overpaid amount. In absence of such repayment, the landlords were advised that
Sears Canada would offset the amount of the overpayment against rent payments due
from Sears Canada to the applicable landlord or its affiliates. To date, Sears Canada
has advised the Monitor that they have recovered through offset against rent, property
taxes or other amounts owing to the applicable landlord or its affiliates, approximately

$1,755,000 of the improper payments.

10
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34.

35.

36.

37.

Construction Liens

Construction liens have been registered against certain of Sears Canada’s leased
premises. Where a lease was the subject of a transaction under the SISP, arrangements
were made to vacate liens from title to the relevant leased premises, either through the
establishment of a “Construction Lien Claim Reserve” holding a portion of the
transaction proceeds equal in value to the liens filed on the property or through

alternative security or escrow arrangements.

Where there was no transaction for a lease under the SISP, construction liens as
against those leased premises may remain. The results of the SISP indicate that there is
no value in Sears Canada’s interest in these premises, and therefore the lien claims

appear to be unsecured claims as against Sears Canada.

Certain landlords have indicated that they wish to have these liens removed from title
to the leased premises. Lien claimants may or may not oppose the removal of these

liens.

The Monitor is currently considering an ‘omnibus’ motion to this Court, at which time
the Monitor would provide more information with respect to the leased premises and
construction liens at issue. The Monitor views this as an efficient and responsible
means of dealing with numerous liens, while avoiding numerous separate hearings,
because many of the issues related to these liens are similar. All landlords and all
affected construction lien claimants would be served, and would have the opportunity

to file materials and make submissions.

Employee Matters

As at the date of this Eleventh Report, the Monitor has received 39 applications for
assistance from the Employee Hardship Fund, of which 25 have been approved. So
far, approximately $62,975 has been paid out of the Employee Hardship Fund. The
time period for applications to the Employee Hardship Fund currently expires on
January 22, 2018. The Monitor believes the application period for the Employee

11
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39.

40.

41.

42.

Hardship Fund should be extended in a manner consistent with the proposed extension
of the Stay Period.

On December 15, 2017, Employee Representative Counsel, the Monitor, counsel to
the Monitor and counsel to the Sears Canada Entities attended, either in person or by
telephone, at a meeting with applicable government ministries to obtain clarity on
certain technical and administrative issues that may assist in expediting availability of
payments under the Wage Earner Protection Program. The Monitor has had
continuing discussions with Employee Representative Counsel regarding the timing of

steps to trigger access to the Wage Earner Protection Program.

Upon completion of the Second Liquidation Process at the end of January,
substantially all of the remaining store-level Sears Canada employees will have been
terminated. Sears Canada expects that by the end of January approximately 70
employees will remain with Sears Canada, being primarily headquarters employees.
This number will reduce thereafter as various roles for headquarters employees cease

to be necessary.

Pension Matters

The Monitor has previously reported that on November 10, 2017, the Superintendent
issued a Notice of Intended Decision advising that it intends to make an order for the
wind up of the Sears Canada Pension Plan, effective October 1, 2017, unless a request
for a hearing with the Financial Services Tribunal (“FST”) was submitted within thirty

days of the Notice of Intended Decision.
Neither Sears Canada nor the Pension Administrator requested a hearing with the FST.

The Monitor understands that counsel to 1291079 Ontario Limited, a creditor of Sears
Canada, delivered a Request for Hearing Form to the FST requesting a hearing to
challenge the intended decision of the Superintendent to wind up the Sears Canada

Pension Plan.

12
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44,

45.

46.

47.

48.

49.

On December 8, 2017, the FST delivered correspondence to Sears Canada advising
Sears Canada of the above described Request For Hearing from 1291079 Ontario
Limited.

Sears Canada has applied for party status and has been invited to a pre-hearing

conference that the FST is currently seeking to schedule.

The Monitor has also applied for party status. The Monitor’s Application for Party
Status will be dealt with at the pre-hearing conference.

Based upon information received from the FST, the Monitor expects the pre-hearing

conference to take place before the end of March.

Liquidation Process

The liquidation sale under the First Liquidation Process was completed in October
2017. Since that time the Monitor has worked with Sears Canada and the agent under
the First Liquidation Process to complete the reconciliations of all items required to
determine the final payment amounts owing to Sears Canada under the First
Liquidation Process. At this time, all material amounts owing to Sears Canada under
the First Liquidation Process have been received by Sears Canada. The remaining
amounts to be reconciled will account for not more than $650,000 in potential
additional recoveries to Sears Canada. The Monitor expects the final reconciliation
process to be completed in the near future.

The Monitor has reviewed the progress of the Second Liquidation Process on an
ongoing basis since the commencement of that process. To the Monitor’s knowledge,
the Second Liquidation Process has been undertaken in accordance with the Sale
Guidelines established under the Second Liquidation Order in all material respects.
The Second Liquidation Process is now substantially completed at all remaining stores
other than the sale of FF&E.

The Amended and Restated Agency Agreement dated as of October 10, 2017 between
Sears Canada and a contractual joint venture comprised of Merchant Retail Solutions

13
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51.

ULC, Gordon Brothers Canada ULC, Tiger Capital Group, LLC and GA Retail
Canada ULC sets out the terms pursuant to which the agent is undertaking the Second
Liquidation Process. The agreement provides for a net minimum guaranteed recovery
to Sears Canada from the Second Liquidation Process. In accordance with the
agreement, 80% of the estimated guaranteed recovery to Sears Canada was paid at the
commencement of the Second Liquidation Process, with the remaining portion of the
guaranteed amount and any additional recoveries to be shared by Sears Canada to be
paid following completion of the Second Liquidation Process and reconciliation and
reporting on a number of variables that would affect the recovery ultimately received
by Sears Canada. As reflected in the Revised Cash Flow Forecast, Sears Canada
expects to receive an initial, undisputed payment of the remaining net minimum
guarantee within approximately 30 days following the sale termination date. The final
reconciliation of amounts owing to Sears Canada in respect of the net minimum
guarantee, however, is expected to take some time and, accordingly, for the purposes
of the Revised Cash Flow Forecast, Sears Canada estimates that a final payment of
approximately $45 million, will not be available until the end of March 2018.

Reviewable Transactions

The Monitor is carrying out a review (the “Review”) of certain material transactions,
payments and dividends entered into, made or declared by the Sears Canada Entities in
the period prior to their filing for protection under the CCAA. The Review is focused
primarily on potential reviewable transactions and transfers at undervalue pursuant to
sections 95 and 96 of the Bankruptcy and Insolvency Act (Canada) and section 36.1(1)
of the CCAA.

To date, the Monitor has identified the following potential transactions of interest (the

“Transactions of Interest”):

@ the dividend paid to certain Sears Canada shareholders on December 31, 2012

in the amount of approximately $102 million (the “2012 Dividend”);

14
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53.

54.

55.

(b) the dividend paid to certain Sears Canada shareholders on December 6, 2013 in

the amount of approximately $509 million (the “2013 Dividend”); and

(©) the surrender by Sears Canada of its exclusive right to use the Craftsman
trademark in Canada in connection with the sale by Sears Holdings Corporation

of the Craftsman business to Stanley Black & Decker in March 2017.

As part of the Review, the Monitor has obtained and reviewed documents and
information from Sears Canada. The Monitor has obtained access to a large database
of potentially relevant documents from the electronic records of Sears Canada and has
identified a subset of the documents for comprehensive review based on their prima

facie relevance to the Transactions of Interest.

Based on the Monitor’s preliminary findings, the Monitor is of the view that further
review of the Transactions of Interest is appropriate. The Monitor is undertaking
appropriate steps to gather and review additional relevant information, including
engaging with certain independent directors and senior Sears Canada management

personnel, who had direct involvement in all or some of the Transactions of Interest.

The Monitor has not completed its review of material transactions and will report to
the Court if other potentially reviewable material transactions are identified.

Other Activities of the Monitor

The Monitor has also undertaken the following activities:
@ monitored the Sears Canada Entities’ receipts and disbursements;

(b) maintained the current Service List for the CCAA Proceedings and posted

regular updates of the Service List to the Monitor’s Website;

(©) supervised and assisted in activities related to the SISP, and worked with the
Special Committee and advisors to ensure that the SISP was conducted in a

15



(d)

€)

(f)

(9)

(h)
(i)

()
(k)

(1)

(m)

manner consistent with standards expected of similar processes under the
CCAA,;

continued to participate in negotiations for the sale of various remaining
ancillary assets and assisted in the completion of a number of transactions for
ancillary assets such as IT equipment, portions of the HVAC business, parts,

vehicles, kitchen and fitness equipment, and photo studio equipment;

worked with Employee Representative Counsel, Pension Representative
Counsel and their advisors to respond to questions and provide information to

their respective constituents;

worked with the Sears Canada Entities to ensure appropriate accounting for pre-

filing and post-filing obligations;

attended numerous meetings and teleconferences with stakeholders, their

counsel and advisors;
attended regular board meetings and teleconferences;

planned and worked with the Sears Canada Entities to facilitate an orderly

wind-down of their operations;
monitored the Second Liquidation Process;

responded to requests by former employees for financial assistance under the

Employee Hardship Fund,

continued to operate and monitor its telephone hotline and email account for

stakeholder inquiries and to respond to such inquiries; and

undertook extensive work in preparation for, and on commencement of, the
Claims Process, including creation of an online site for submission of claims,
tracking a high volume of claims filed to date and responding to extensive

inquiries on the Claims Process.
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E. RECEIPTS AND DISBURSEMENTS FOR THE FIVE WEEK PERIOD ENDING
JANUARY 6, 2018

56.  The Sears Canada Entities’ actual net cash outflow on a consolidated basis for the five-
week period ended January 6, 2018 was approximately $1.3 million, compared to a
forecast net cash inflow of $41.1 million disclosed in the Supplement to the Monitor’s 4"

Report, resulting in a negative variance of approximately $42.4 million as indicated in the

table below:
VARIANCE REPORT Actual Forecast Variance
(CAD in Millions) For the 5 Week Period Ending
January 6, 2018
Receipts 58.6 75.3 (16.7)
Operating Disbursements
Payroll and Employee Related Costs (32.2) (30.8) (1.4)
Merchandise Vendors 2.0 - 2.0
Non-Merchandise Vendors (18.0) (17.5) (0.5)
Rent and Property Taxes (6.6) (11.2) 4.5
Sales Taxes (21.1) - (21.12)
IT Costs (2.2) - (2.2)
Recovery of Expenses from Agent 20.7 36.0 (15.3)
Capital Expenditures - (0.3) 0.3
Total Operating Disbursements (57.4) (23.7) (33.7)
Net Operating Cash Inflows / (Outflows) 1.2 51.6 (50.4)
Professional Fees (2.5) (8.0) 5.5
DIP Fees and Interest Paid - (2.5) 2.5
Net Cash Inflows / (Outflows) (1.3) 41.1 (42.4)
Cash
Beginning Balance 85.5 42.0 43,5
Net Cash Inflows / (Outflows) (1.3) 41.1 (42.4)
DIP Draws / (Repayments) - (26.3) 26.3
Ending Balance 84.2 56.8 27.4

57. Explanations for the key variances are as follows:

@ the negative variance of $16.7 million in receipts reflects the reversal of a positive
variance related to the earlier-than-forecasted asset sales in the prior reporting

period. This negative variance was partially offset by a positive variance

17



(b)

(©

(d)

(€)

()

(9)

(h)

(i)

associated with the collection of sales taxes in respect of the merchandise
liquidation sales which were not contemplated in the forecast. The positive
variance with respect to sales taxes will be offset by the payment of these taxes
following the Company’s monthly sales tax reporting and remitting procedures at
the end of the month;

the negative variance in Payroll and Employee Related Costs of $1.4 million
consists primarily of a negative timing variance in respect of the remittance of

payroll withholding taxes which is expected to reverse in the following weeks;

the positive variance in Merchandise Vendor disbursements of $2.0 million

consists of a permanent variance primarily due to the recovery of vendor deposits;

the positive variance in Rent and Property Taxes of $4.5 million is primarily a

permanent variance as a result of earlier-than-forecast store closures;

the negative variance in Sales Taxes of $21.1 million is a timing difference and
represents the payment of sales taxes collected in respect of the merchandise

liquidation sales in the previous month;

the negative variance in Recovery of Expenses from Agent of approximately
$15.3 million consists of a permanent difference due to lower-than-forecast
expenses incurred by the Company and as a result, lower reimbursement of

expenses from the liquidation agent in respect of the Second Liquidation Process;

the positive variance in Professional Fees of $5.5 million consists of a positive
permanent difference of $1.0 million and a timing difference of $4.5 million that

is expected to reverse in future forecast periods;

the positive variance in DIP Fees and Interest Paid of $2.5 million reverses a
negative timing variance due to the earlier-than-forecast payment of the DIP exit

fee associated with the final repayment of the DIP Term credit facilities; and

the positive variance in DIP Draws / (Repayments) of $26.3 million is a timing

variance which reflects the earlier-than-forecast repayment of the DIP Term credit
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58.

59.

facilities from the sale proceeds of the Corbeil business. As previously reported,

the DIP Lenders have been repaid in full.

The Initial Order allowed the Sears Canada Group to continue to utilize their existing
Cash Management System as described in the Affidavit of Billy Wong, sworn June 22,
2017, and the pre-filing report of the Monitor. After the commencement of the CCAA
Proceedings, the Sears Canada Entities have continued to utilize its Cash Management

System in a manner consistent with past practice.

Based upon inquiries received from certain stakeholders in December, the Monitor shared
its then current information on aggregate professional fees paid from the Applicants’
estates in connection with these CCAA Proceedings. The Monitor has now updated that
information for the period up to and including January 6, 2018. A summary of this

information is set out below.

Restructuring Professional Fees and Disbursements, including tax

(CAD Rounded to nearest 000)
Financial Advisor to the DIP Lenders $1,110,000
Legal Counsel to Directors $783,000
Financial Advisor to Applicants $14,091,000
Canadian Legal Counsel to DIP Term Lender $4,172,000
Monitor $8,904,000
Canadian Legal Counsel to DIP ABL Lender $2,263,000
Pension and Retiree Representative Counsel and
Financial Advisors $723,000
Financial Advisor to Directors $326,000
Legal Counsel to Monitor S$5,055,000
Legal Counsel to Applicants $14,147,000
US Legal Counsel to DIP Term Lender $1,041,000
US Legal Counsel to DIP ABL Lender $32,000
Employee Representative Counsel and Financial
Advisors $238,000
Total $52,885,000




F. REVISED CASH FLOW FORECAST FOR THE PERIOD ENDING APRIL 27,
2018
60. A revised cash flow forecast for the period until April 27, 2018 has been prepared and is

attached to hereto as Appendix “A” (the “Revised Cash Flow Forecast”).

61. Pursuant to section 23(1)(b) of the CCAA? and in accordance with the Canadian
Association of Insolvency and Restructuring Professionals Standard of Practice 09-1, the

Monitor hereby reports to the Court as follows:

@) the Monitor has reviewed the Revised Cash Flow Forecast, which was prepared
by Management for the purpose described in notes to the Revised Cash Flow
Forecast (the “Forecast Notes”), using the Probable Assumptions and

Hypothetical Assumptions set out therein;

(b) the review consisted of inquiries, analytical procedures and discussion related to
information provided by certain members of Management and employees of the
Sears Canada Entities. Since Hypothetical Assumptions need not be supported,
the Monitor’s procedures with respect to the Hypothetical Assumptions were
limited to evaluating whether the Hypothetical Assumptions were consistent with
the purpose of the Revised Cash Flow Forecast. The Monitor has also reviewed
the support provided by Management for the Probable Assumptions and the

preparation and presentation of the Revised Cash Flow Forecast;

(©) based on that review, and as at the date of this Eleventh Report, nothing has come
to the attention of the Monitor that causes it to believe that:

Q) the Hypothetical Assumptions are inconsistent with the purpose of the

Revised Cash Flow Forecast;

2 Section 23(1)(b) of the CCAA requires the Monitor to review the Sears Canada Group’s cash-flow statements as to

its reasonableness and file a report with the court on the Monitor’s findings.
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62.

63.

G.

64.

65.

(i) the Probable Assumptions are not suitably supported or consistent with the
plans of the Sears Canada Entities or do not provide a reasonable basis for

the Revised Cash Flow Forecast, given the Hypothetical Assumptions; or

(iii)  the Revised Cash Flow Forecast does not reflect the Probable and

Hypothetical Assumptions; and

(d) since the Revised Cash Flow Forecast is based on assumptions regarding future
events, actual results will vary from the forecast even if the Hypothetical
Assumptions occur. Those variations may be material. Accordingly, the Monitor
expresses no assurance as to whether the Revised Cash Flow Forecast will be
achieved. The Monitor also expresses no opinion or other form of assurance with
respect to the accuracy of any financial information presented in this Eleventh
Report, or relied upon by the Monitor in preparing this Eleventh Report.

The Revised Cash Flow Forecast has been prepared solely for the purpose described in
the Forecast Notes. The Revised Cash Flow Forecast should not be relied upon for any

other purpose.

The Revised Cash Flow Forecast shows total receipts of approximately $72.3 million,
which includes approximately $67.9 million from the Second Liquidation Process and
$4.4 million from certain asset sale transactions, and total operating disbursements of
$81.0 million. Net operating cash outflows during the forecast period are approximately
$8.7 million, before professional fees of approximately $17.8 million, such that net cash

outflows for the period are forecast to be $26.5 million.

STAY EXTENSION
The Stay Period currently expires on January 22, 2018.
The Applicants and the Monitor require additional time to complete the Claims
Process, monetize the remaining Owned Properties and ancillary assets, pursue any

recoveries that may be available in connection with identified reviewable transactions,

complete the Second Liquidation Process and reconcile amounts payable thereunder,
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66.

67.

68.

69.

70.

71.

and make distributions to creditors, to maximize recoveries for all stakeholders. The
Applicants require the continued stability provided by the Court-ordered stay of

proceedings in order to complete this process.

The Applicants are requesting an extension of the Stay Period to April 27, 2018. The
Monitor notes that the general claims bar date under the Claims Procedure Order is
March 2" and certain claims under the Claims Procedure Order have later bar dates.
The Monitor expects that significant matters will remain to be resolved in these
proceedings on April 27, 2018. However, the Monitor believes this would be an
appropriate date to further consider the progress that has been made and the necessary

next steps.

The Revised Cash Flow Forecasts demonstrate that, subject to the underlying
assumptions, the Applicants will have sufficient liquidity to fund operations during the
proposed period of the Stay Extension.

The Monitor believes that the Applicants have acted and continue to act in good faith
and with due diligence and that circumstances exist that make an extension of the Stay
Period appropriate.

ADDITIONAL CLAIMS OFFICER

The Claims Procedure Order appointed the Honourable Mr. James Farley as a Claims
Officer for the purposes of the Claims Process and provided that additional Claims

Officers could be appointed by further order of the Court.

The Applicants and the Monitor have determined, based upon the expected volume
and complexity of claims that are likely to be filed in these proceedings, that at least
one additional Claims Officer will be necessary for the Claims Process.

The Monitor supports the selection of the Honourable Mr. Dennis O’Connor as an

additional Claims Officer for the purposes of the Claims Process.
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72.

73.

74.

75.

76.

REMINGTON MOTION

Remington has brought a motion, returnable January 22, 2018, for an order providing
advice and directions regarding whether Remington’s invoice dated June 21, 2017 in
the amount of $191,651.71 for realty taxes for the full 2017 calendar year (the
“Remington Realty Tax Obligation”) is to be paid in full in the post-filing period.

There is no dispute that (i) the Remington Realty Tax Obligation arises from a realty
tax invoice in respect of premises leased by Sears Canada, (ii) the Remington Realty
Tax Obligation represents property taxes for the 2017 calendar year, or (iii) the lease
between Remington and Sears Canada requires that Sears Canada pay the Remington

Realty Tax Obligation.

The sole issue on the motion is the portion of the Remington Realty Tax Obligation

that is payable at this time pursuant to the terms of the Initial Order.

Remington takes the position that the Remington Realty Tax Obligation is, in its
entirety, an obligation that is payable as rent for the period commencing from and
including the date of the Initial Order under paragraph 11 of the Initial Order because
the invoice for the Remington Realty Tax Obligation became due in one lump sum on
June 30, 2017, being a date after the date of the Initial Order. Remington further takes
the position that it would be manifestly unfair if Remington was not able to recover the

Remington Realty Tax Obligation from Sears Canada in full.

Sears Canada takes the position that the Remington Realty Tax Obligation was
invoiced in one lump sum in the post-filing period but a portion of that lump sum
payment is attributable to taxes that accrued during the period up to June 22, 2017 and
a portion of that payment is attributable to the period after Sears Canada disclaimed
the lease to which the Remington Realty Tax Obligation relates. Sears Canada has
agreed to pay, and has paid, the portion of the Remington Realty Tax Obligation that it
attributes to taxes that accrued during the period between the granting of the Initial
Order and the effective disclaimer of the applicable lease but takes the position that
any other portion of the Remington Realty Tax Obligation is a claim that is stayed

pursuant to the terms of the Initial Order.
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77.

78.

79.

80.

81.

82.

Remington states in its factum that the Monitor: (i) calculated property taxes; (ii) is
attempting to re-write the lease; (iii) seeks to avoid payment; and (iv) refused to make
payment. This remains a debtor-in-possession proceeding, and the Monitor does not
have the power to, nor did the Monitor, act on behalf of Sears Canada in this regard.

The Monitor considered the issues on this motion when they were initially raised by
Remington in July 2017 and supports the position of Sears Canada on this motion for

the following reasons.

Interpretation of the Initial Order

Paragraph 11 of the Initial Order states in part that:

Until a real property lease is disclaimed or resiliated in accordance
with the CCAA, the Sears Canada Entities shall pay, without
duplication, all amounts constituting rent or payable as rent under
real property leases... for the period commencing from and
including the date of this Order, twice-monthly in equal payments
on the first and fifteenth day of each month, in advance (but not in
arrears). On the date of the first of such payments, any
Rent relating to the period commencing from and including the
date of this Order shall be paid. [emphasis added]

The Monitor notes that the interpretation proposed by Remington appears to be based
upon the time at which the invoice became due. Remington’s view is that its invoice
became due on June 30, 2017, after the date of the Initial Order and, as a result, the
entirety of the amounts contained in the invoice are payable for the period
commencing from and including the date of the Initial Order.

The Monitor has material concerns about the practical implications of accepting an
interpretation that would identify claims as either: (i) post-filing obligations for which
payment should be made in the ordinary course; or (ii) pre-filing obligations that
would be stayed, based solely upon the dates on which the invoices for such

obligations become due.

The following examples illustrate the Monitor’s concern:
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83.

84.

@ if the Initial Order was granted on July 7, 2017, after the invoice for the
Remington Realty Tax Obligation became due and payable but before the
invoice was actually paid, Remington’s position would suggest that the entirety
of the invoiced amount for the Remington Realty Tax Obligation must be stayed
by the Initial Order.

(b) a landlord holding a claim, for rent, taxes or otherwise, that accrued in the pre-
filing period but was only invoiced in the post-filing period would be treated
more favourably than suppliers of other goods and services who, pursuant to the
terms of the Initial Order (subject to certain limited exceptions), only receive
payment for goods and services actually supplied following the date of the
Initial Order regardless of the time at which such goods and services were

invoiced.

As shown in the examples above, an interpretation that determines the extent to which
a landlord can recover in the post-filing period based upon the timing of issuance of a
landlord’s invoice and its invoice terms will inevitably lead to arbitrary results that
would prefer one creditor’s claim over another depending upon their specific invoice
dates and invoicing practices despite the fact that in substance the two claims may be

exactly the same.

The Monitor believes the intention of paragraph 11 of the Initial Order is to ensure that
only those amounts that accrue from, and are attributable to and relate to, occupancy
from and after the date of the Initial Order are paid, regardless of the timing of
issuance of invoices. This is consistent with the treatment of other suppliers, who are
to be paid only for goods and services actually supplied in the post-filing period. This
is also consistent with the final sentence of paragraph 11, which states that the first
payments of rent (including any taxes) in the post filing period are to cover amounts
relating to the period commencing from and including (but not before) the date of the
Initial Order.
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85.

86.

J.

87.

88.

Fairness Among Creditors

The Monitor believes its interpretation of the Initial Order maximizes fairness among
all creditors in the current circumstances. The proposed interpretation focuses upon
the economic substance of the transactions and obligations between Remington and
Sears Canada. To the extent credit exposure accrued during and is attributable to the
pre-filing period, that obligation would be stayed just as the obligations to other
suppliers who actually supplied goods and services in the pre-filing period would
generally be stayed. To the extent obligations to Remington are attributable to the
post-filing period, the debtor is required to make payments to Remington in the same
manner as the debtor would pay obligations to creditors who actually supplied goods

or services in the post-filing period.

The Monitor recognizes that this interpretation does create difficulties for Remington
as it will be required to pay realty taxes for the full year of 2017 without being able to
recover substantial portions of those amounts at this time from Sears Canada.
However, this is the result of the credit risk in the bargain it made with Sears Canada.
The Monitor does not believe fairness under the CCAA requires that a party that
negotiates for a delayed lump sum payment should be insulated from the credit risk

that necessarily follows that bargain.

FEE APPROVAL MOTION

The Monitor and its counsel, NRF, have each maintained detailed records of their time

and disbursements with respect to these CCAA Proceedings.

Attached as Exhibit “A” to the Affidavit of Paul Bishop sworn January 15, 2018 that is
attached as Appendix “B” to this Eleventh Report (the “Bishop Affidavit”) are copies
of the invoices rendered by the Monitor in respect of these CCAA Proceedings. For
the period from June 20, 2017 to December 31, 2017, the Monitor’s accounts total
$7,246,169 in fees, $369,301.41 in disbursements and $990,011.15 in HST for a total
amount of $8,605,481.56. Exhibit “B” to the Bishop Affidavit contains a summary of
the personnel, hours and hourly rates charged by the Monitor in respect of these

proceedings.
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89.

90.

Attached as Appendix “C” to this Eleventh Report is the Affidavit of Orestes
Pasparakis, sworn January 15, 2018 (the “Pasparakis Affidavit” and, together with
the Bishop Affidavit, the “Fee Affidavits”). For the period from June 19, 2017 to
December 17, 2017, NRF’s accounts total $4,799,880.00 in fees, $26,257.91 in
disbursements and $627,707.04 in HST for a total amount of $5,453,844.95. At
Exhibit “C” to the Pasparakis Affidavit are copies of invoices rendered by NRF as
counsel to the Monitor for such amounts, while Exhibits “A” and “B” to the
Pasparakis Affidavit contain a summary of the personnel, hours and hourly rates
charged by NRF in respect of these CCAA Proceedings.

As indicated in the invoices included in the Fee Affidavits and the descriptions of
activities contained in this Eleventh Report and the Prior Reports, the Monitor’s role in
these proceedings over the past seven months has been extensive. In addition to the

activities noted at Paragraph 55 above, the Monitor and its counsel have:

@ performed a comprehensive oversight role in respect of management of the
business which, at the commencement of these proceedings employed
approximately 17,000 people across the country and generated millions of

dollars of revenue and expenses on a daily basis;

(b) supervised the comprehensive SISP in which not less than 50 bids for various
assets and business lines were received and reviewed, participated in negotiation
and completion of numerous sales of multiple business lines including the
Corbeil and SLH businesses, material assets including two owned real
properties and twelve leased properties, and comprehensive store closing
liquidation transactions resulting in aggregate proceeds of not less than $517

million;

(©) resolve stakeholder issues and concerns constructively on a daily basis to ensure

that court appearances are limited;

(d) supervised the wind down of substantially all operations of the Sears Canada

Entities; and
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(e) commenced a targeted review of potential reviewable transactions that could

provide additional recoveries to the Sears Canada Entities’ estates.

91.  The Monitor respectfully submits that the Monitor’s and its counsel’s fees and
disbursements are reasonable in the circumstances and have been validly incurred in
accordance with the provisions of the orders issued in these CCAA Proceedings.
Accordingly, the Monitor respectfully seeks the approval of its fees and disbursements

and the disbursements of its counsel.
The Monitor respectfully submits to the Court this, its Eleventh Report.
Dated this 15th day of January, 2018.

FTI Consulting Canada Inc.
in its capacity as Monitor of
the Sears Canada Entities

Paul Bishop Greg Watson
Senior Managing Director Senior Managing Director
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Appendix “A”

Revised Cash Flow Forecast



Sears Canada Group
CCAA Cash Flow Forecast

(CAD in millions)

Week Ending (Saturday) 13-Jan-18 20-Jan-18 27-Jan-18 10-Feb-18 17-Feb-18 24-Feb-18 10-Mar-18 17-Mar-18 24-Mar-18 31-Mar-18 14-Apr-18 28-Apr-18
CCAA Filing Week 30 31 32 34 35 36 37 38 39 40 a1 42 a3 a4 45 Total
Receipts
Other Receipts - Liquidation 1.0 - - - - - 22.0 - - - - 44.9 - - - - 67.9
Proceeds - Asset Sales - 3.8 0.6 - - - - - - - - - - - - - 4.4
Total Receipts 1.0 3.8 0.6 - - - 22,0 - - - - 44.9 - - - - 72.3
Operating Disbursements
Payroll and Employee Related Costs (3.1) (4.2) (3.1) (3.0) (1.0) (1.7) (1.2) (2.2) (0.0) (0.0) (0.6) (1.5) (0.3) (0.0) (0.0) (0.4) (22.2)
Non-Merchandise Vendors (3.0 (3.0 (3.0 (1.9) (1.6) (1.6) (1.6) (1.1) 0.7) (0.7) 0.7) (0.7) (1.0) (0.7) 0.7) 0.7) (22.5)
Rent and Property Taxes - (2.7) - (1.0) - (1.0) - (0.3) - (0.3) - - (0.3) - (0.3) - (5.9)
Sales Taxes - - (0.6) (17.2) - - - (6.8) - - - - - - - - (24.6)
IT Costs (0.4) - (0.5) (7.3) - - - (0.5) - - - (0.5) (0.1) - - (0.5) (9.5)
Recovery/(Payment) of Expenses from/to Agent 3.8 - - - - - - - - - - - - - - - 3.8
Total Operating Disbursements (2.6) (9.8) (7.1) (30.4) (2.6) (a.2) (2.7) (10.8) (0.7) (1.0) (1.3) (2.7) (1.7) (0.7) (1.0) (1.5) (81.0)
Net Operating Cash Inflows / (Outflows) (1.6) (6.1) (6.5) (30.4) (2.6) (4.2) 19.3 (10.8) (0.7) (1.0) (1.3) 422 (1.7) (0.7) (1.0) (1.5) (8.7)
Professional Fees (4.2) (0.9) (1.2) (0.9) (0.9) (0.9) (1.2) (0.9) (0.9) (0.9) (1.2) (0.9) 0.7) 0.7) (1.0) 0.7) (17.8)
Net Cash Inflows / (Outflows) (5.9) (7.0) (7.8) (31.2) (3.4) (5.0) 18.1 (11.6) (1.6) (1.9) (2.5) 414 (2.4) (1.4) (2.0) (2.2) (26.5)
Cash
Beginning Balance 84.2 783 713 63.6 324 29.0 239 42.0 30.4 28.8 26.9 24.4 65.8 63.3 61.9 59.9 84.2
Net Cash Inflows / (Outflows) (5.9) (7.0) (7.8) (31.2) (3.4) (5.0) 18.1 (11.6) (1.6) (1.9) (2.5) 414 (2.4) (1.4) (2.0) (2.2) (26.5)
Ending Cash Balance 783 713 63.6 324 29.0 23.9 42.0 30.4 28.8 26.9 24.4 65.8 63.3 61.9 59.9 57.7 57.7
Notes:

[1] The purpose of this cash flow forecast is to estimate the liquidity requirements of the Sears Canada Group during the forecast period.

(2] Forecast Other Receipts - Liquidation includes the forecast payments of the balance of the net minimum guarantee pursuant to the Amended and Restated Agency Agreement, and, to a lesser extent, the collection of sales taxes associated with the sale of inventory pursuant by the Agent.
[3] Proceeds - Asset Sales includes the proceeds from transactions pursuant to the SISP and for the sale of cosmetics inventory. This forecast does not reflect the sale of any owned real estate properties.

(4] Forecast Payroll and Employee Related Costs are based on recent payroll amounts and reflect future forecasted headcount reductions.

(5] Forecast Non-Merchandise Vendor disbursements include selling, general, and administrative costs excluding rent, property taxes, sales taxes, pension costs, and some IT costs which are captured separately in the CCAA Cash Flow Forecast.

(6] Forecast Rent and Property Taxes includes lease, common-area maintenance and property tax payments in respect of leased and owned real property.

(7] Forecast Sales Taxes reflects net GST, HST, and PST amounts remitted to/from the federal and provincial governments. Payments are generally made one month in arrears.

(8] Forecast IT Costs reflect disbursements made to certain IT-related vendors based on existing terms and conditions of the contract.

[9] Forecast Recovery of Expenses from Agent reflect reimbursements provided by the third-party liquidator agent of certain costs incurred by Sears Canada Group relating to the liquidation of the stores.

[10] Forecast Professional Fees include legal and financial advisor fees associated with the CCAA proceedings and are based on estimates provided by the advisors.
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B-1

Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
SEARS CANADA INC., CORBEIL ELECTRIQUE INC., S.L.H. TRANSPORT
INC., THE CUT INC., SEARS CONTACT SERVICES INC., INITIUM LOGISTICS
SERVICES INC., INITIUM COMMERCE LABS INC., INITIUM TRADING AND
SQURCING 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., 168888 CANADA INC., AND 3339611 CANADA INC.

Applicants
AFFIDAVIT OF PAUL BISHOP
(sworn January 15, 2018)
I, Paul Bishop, of the City of Toronto, MAKE OATH AND SAY:
1. | am a Senior Managing Director with FTI Consulting Canada inc., which was appointed

as the monitor (the “Monitor”) in these proceedings and as such have knowledge of the matters
herein deposed to. Where | have indicated that | have obtained facts from other sources, I

‘believe those facts to be true.

2. | make this affidavit in support of a motion by the Applicants for, among other things,

approval of the fees and disbursements of the Monitor.

3. Attached hereto as Exhibit “A” are true copies of the invoices prepared by the Monitor
for fees and disbursements incurred by the Monitor in connection with these proceedings for the
period between June 20, 2017 and December 31, 2017. These invoices have been redacted to

address m_atters of privilege and confidentiality.

4, Attached hereto as Exhibit “B” is a schedule listing the fees, disbursements, HST and

total fees charged for each invoice in Exhibit “A”.

CAN_DMS: \109659782\2
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5. Attached hereto as Exhibit “C” is a schedule summarizing the billing rates and total
amounts billed with respect to each representative of the Monitor that rendered services in
connection with these proceedings and the blended rate for the period between June 20, 2017
and December 31, 2017.

8. To the best of my knowledge, the rates charged by the Monitor throughout the course of
these proceedings are comparable to the rates charged by other firms in the Toronto market for

the provision of similar services.

7. The hours spent on this matter involved monitoring the Applicants and dealing with
issues related to these proceedings (as more particularly described in the Monitor's reports) and
| believe that the total hours incurred by the Monitor were reasonable and appropriate in the

circumstances.

8. The Monitor requests that the Court approve its accounts for the period between June
20, 2017 and December 31, 2017 for fees in the amount of $7,246,169.00, expenses of
$369,301.41 and HST of $990,011.15. Additional professional time will be required to complete

these proceedings.

SWORN BEFORE ME at the City of
Toronto, on January 15, 2018.

Commissioner for taking affidavits Paul Bishop
ALEXAND ER- SeeHm T
LSl % REeOF

CAN_DMS: 110065878212 2
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CONSULTING

FTI Consulting Canada Inc.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.O, Box 104
Toronto ON M5SK1GS

June 30, 2017 " T A
This Is Exhibit.......

Sears Capada Inc.

c/o Osler, Hoskin & Harcourt LL.P
100 King Street West, Suite #6200
Toronto, Ontario M5X 138

...... Yy

L. ACCMMISSIONER FOH TARING AFFIDAVITS

Re: FTI Job No. 420956.0003
Invoice # 29002682

Enclosed is our invoice for professional services rendered in connection with the above referenced matter. This
invoice covers professional fees and expenses through June 30, 2017.

Please do not hesitate to call ine to discuss this invoice or any other matter.

Sincerely yours,

g

Gregory Watson
Senior Managing Director

Enclosures

HST Registration No. 835718024RT0001
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CONSULTING

Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

Current Invoice Period: Charges Posted through June 30, 2017

Invoice Remittance

June 30, 2017

FTI Invoice No. 29002682

FTI Job No. 420956.0003
Terms: Payment on Presentation

D (9
Professional SEIVICES... ..ottt e st 7 $352 717 00
EXPEIISES oo eaeoe et eeeeccs e semsacscbnsasts s n e eesa e e e s et e e h e R s e - $10 370 82
Total Fees and Expenses : '$3_,_63=_0.8.7-82 "

HST Registration No. 835718024RT0001

Tatal Amount Due this Period

Total Amount Due.....................

Please Wire Transfer T 0:_ n

Bank of Nova Sco_t_xa_ - ;
Scotia Plaza, 44 Km:g_\ t_reetW est
Toronto, ONT:MSH 1HT -
Swift Code SCCATT

Bank.N umb 002
- Beneficiary
" Beneficiary ace

Consultlng Canada Ine¢.
it number: 476960861715

HST Registration No. 835718624RT0001

J 84720142

$410,289.24

$410,289.24
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Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 188

Current Invoice Period: Charges Posted through June 30, 2017

B-5

Invoice Summary

June 30, 2017

FTT Invoice No. 29002682
FTI Job No. 420956.0003
Terms Payment on Presentation

Name Title Rate Hours Total
Gregory Watson Senior Managing Director §910.00 64.0 $58,240.00
Paul Bishop Senior Managing Director $910.00 -390 $35,490.00
Steven Bissell Managing Director $750.00 76.8 $57,600.00
James Robinson Managing Director $710.00 1075 $76,325.00
Kamran Hamidi Director $570.00  8L4  $46,398.00
Michael Basso Director $570.00 0.6 $342.00
Brett Wilson Director $505.00 59.0 $29,795.00
William Zheng-Bassier Senior Consultant 541000 418 $17,138.00
Linda Kelly Consultant $325.00 96.0 $31,200.00
Kathleen Foster Admiﬁistrative Professional 3105.00 1.8 $189.00
Total Hours and Fees 567.9 $352,717.00
Business Meals $749.63
Other/Miscellaneous $9,027.85
Transportation $593.34
Total Expenses $10,370.82
HST Registration No. 835718024RT0001 $47.201.42
Invoice Total for Current Period $410,289.24

HST Registration No. 835718024RT0001



Sears Canada
420956.0002 - June 30, 2017

Dafe

TK#

Name

Hours

Amount

Narrative

DB/2917

06/29/17

DB/28M7

06727117

06/26/17

06/25/17
06/2317
Q62217
06/22/17

06/30117
06/30/17
06/28/17
06/28/17
06/27117

06/26/17

06/25M17
06/24117
06/2317
086/22/17

06/2517

06/24/17

06/23/17

06/22/17

06/30117

06/29/17

18569

18569

18569

18569

18569

18569
18569
18569
18569

18569
14798
14798
14798
14798

14798

14798
14798
14798
14798

23261

23281

23261

23261

23261

23261

Bretl Wilson

Bretl Wilson

Bretl Wilson

Bretl Wilson

Bretl Wilson

Breft Wilson
Brett Wilson
Brett Wilson
Bret Witson

Bretl Wilson

Gregory Watson
Gregory Watson
Gregory Watson
Gregory Watson

Gregory Watson

Gregory Watson
Gregory Watson
Gregory Watson
Gregory Watson

James Robinson

James Robinson

James Robinson

James Reobinson

James Robinson

James Robinson

6,70

4.00

8.20

B.70

5.70

4,00
5.80
4,00
3.70

6,20
9.00
10.00
9,00
9.00

9.00

1.00
1.00
8.00
8.00

4.00

13.50

19,50

12.00

13.00

AR 5 A B B 8 8

-

3,383.50
2,020.00

4,645.00

4,393 .50

3,383,50

2,020.00
2,929.00
2,020.00
1,866.50

3,131.00
8,190.C0
9,100.00
8,190.00
8,190.00

8,190.00

$10.00
$10.00
7,280.00
7,280.00

2,840.00

2,485.00

9,585.00

13,845.00

8,520.00

9,230.00

Discussions with Corbeil and SLH surrcunding critical vendaors, refurning
voicemail's from hotline, updating disbursement tracker, communication with
critical vendors, reviewing weekly disbursements,discussions with working
group regarding same

Travel to client sife

Discussions with Corbeil and S1LH surrounding criical vendors, refurning
voicemnail's from hotfine, updating disbursement tracker, communication with
crificat vendors, reviewing weekly disbursements,discussions with working
group regarding same

Discussions with Corbeil and SLH surrounding critical vendors, returning
voicemgil's frana hotline, updating disbursement tracker, communication with
criticat vendors, reviewing weekly disbursements,discussions with working
group regarding same

Discussions with Corbeil and SLH surrounding critical vendors, returning
voicemnail's from hotline, updating disbursement tracker, cormmunication with
critical vendors, reviewing weekly disbursements,discussions with working
groupregarding same

Travel to client site

Discussions with Corbeil and critical vendors, refuming voicamail's from
hotline, updating disbursernent tracker

travel from dient site

Reviewing application materials, reviewing website postings, cornmunication
with Corbeil regarding critical vendors

Trave! to client site

Atlended numerous meetings and telephone calls.

Atlended numerous meetings and telephone cails.

Drealing with numerous operational matlers and iefephone calls,

Dealing with numerous supplier and operational issues.

Telephcene calls re issues. Special commitiee telephone cali and follow up on
cash flow and come back issues,

Review of emails.

Review of emails.

Numerous telephone calls and meetings.

Attend court. Follow up felephone calis and meetings.
Calls/meetings/correspondence with Osler, NRFC, BMO, management,
Bennelt Jones, and internal; cash flows preparation and review,;
disbursements tracking and review,

Calis/meelings/correspondence with Osler, NRFC, EMO, management,
Bennett Jones, and internal; disbursemenis tracking and review,; .
Calis/meetings/correspondence with Osler, NRFC, BMO, management,
Bennett Jones, and internal; cash flows preparation and review;
disbursements process and review; menitoring procedures; attend vendor
caiis, discussions and negctiations; disbursements tracking and review; PO
process and review; CCAA hotline responses.

Additionai time for Wednesday, June 21 {6.5 hrs);
calls/meetings/correspondence with Osler, NRFC, BMO, management,
Bennett Jones, and internal; cash flows preparation and review;
disbursements process and review; monitoring procedures; atlend vendor
calls, discussions and negotiations; disbursements tracking and review; PO
process and review; CCAA hotiine responses.

CCAA communications; vendor correspondence; merchandise supply,
budgeting, and forecasting; deposits and pre-fling payment reviews; on-going
correspondence and discussions with OsleyNRFC/Managemenifiniernal 2nd
cther stakeholders; review materials and schedules; budget to actual analysis
review; paymenis/disbursements and review; employee matters; Corbeit
matters; SLH matters; CCAA monitoring; review of contract disclaimer
materials and notices o disclaim.

CCAA commurications; vendor correspondence; merchandise supply,
budgeting, and forecasting; deposits and prefiling payment reviews, on-going
correspondence and discussions with Osler/NRFC/Management/internat and
other stakeholders; review materials and schedufes; budget to actual analysis
review; payments/disbursements and review; employee matters; Corbeil
matters; SLH matlers; CCAA menitoring; review of contract disclaimer
materials and notices to disclaim.



Sears Canada

420956.0002 - June 30, 2017
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Name

Hours

Amount

Narrafive

Date TH#
06/28M7 23261
0B/27117 23261
06/26/17 23261
06/30H17 22538
08129117 22538
08/28M17 22538
0812717 22538
06126117 22538
0612317 22538

06/2217 22538
05/23/17 24354
06128117 24354
06/27/17 24354
06/26/17 24354
06/30117 24354
05/23/17 18441
06/22/17 18441

James Raobinson

James Robinson

James Robinson

Kamran Hamidi

Kamran Hamidi

Kamran Hamidi

Kamran Hamidi

Kamran Hamidi

Kamran Hamidi

Kamran Hamidi

Kathtezn Foster
Kathieen Foster
Kathieen Foster
Kathieen Foster
Kathleen Foster

Linda Kelly

Linda Kelly

14.00

14.50

13.50

8.00

13.80

1%.00

10,80

12.50

9.80

15.50

0.40

0.30

0.50

0.40

0.20

11.50

13.00

9,940.00

10,295.00

9,585.00

4,560.00

7.866.00

6,270.00

6,156.00

7.,125.00

5,586,00

8,835.00

42.00

31.50

52.50

42.00

21.00

3,737.50

4,225.00

CCAA communications; vendor correspondence; merchandise supply,
budgeting, and forecasting; deposits and pre-filing payment reviews; on-going
correspondence and discussions with Osler/NRFC/Management/internal and
other stakeholders; review materials and schedules; budget to actual analysis
yeview; payments/disbursements and review; employee matters; Corbeil
matlers; SLH matters; CCAA monitoring.,

CCAA communications; vendor correspondence; merchandise supply,
budgeting, and forecasling; deposits and pre-filing payment reviews; on-going
correspondence and discussions with Osler/NRFC/Management/internai and
other stakeholders; review materials and schedules; budget to actual analysis
review, payments/disbursements and review; employee matters; Corbeil
matters; SLH matters; CCAA moniioring.

CCAA communications; vendor correspondence; merchandise supply,
budgeting, and forecasting; deposits and pre-filing payment reviews; on-going
correspondence and discussions with OslerfNRFC/Management/internai and
other stakeholders; review materials and schedules; budget to actual analysis
review; payments/disbursements and review; employee matters; Corbeil
matters; SLH matters; CCAA menitoring.

Prepared OPEB analysis re; exlension of retiree benefits, Prepared Schedule
A to hte Liquidator Agent Agreement re: occupancy costs, Worked on
variance analysis reporting. Calls with Management and legal counsel.

Worked on variance analysis reporling to identify unreconciled variances. Call
with company counsel and Menitor's counsel re: benefits and OPEB
payments. Analysis of retiree benefits. Responded to calls on moniior's
hoiline. Analysis of occupancy costs re; Schedule A to the Liguidator Agent
Agreement.

Multiple meetings with Management to discuss variance reporing issues.
Reviewed Liguidatior Agent draft agreemeni and reviewed cash {low analysis.
Multiple queries re: benefits issues for retirees, Attended Monitor's hotline
calls.

Call with Monitor's counsel. Prepared worksheets re: variance reporting and

held meetings with the client re: same. Posted and reviewed known creditor's

list. Attended to calis on the Monitor's hotline. Cali with company counsel.
Review of [pifial Order and affidavits,

Worked on preparing and reviewing Known creditor's list for website and for
mailing purposes, Held meetings with managernent re: vanance reporting.
Calls with vendors on Moniter's hotiine. Followed up on creditor letlers, CCAA
checklist. Muitiple follow ups re: Alaris funds and pre-fting settiernent
agreement.

Reviewed Courl Orders and updated DIP cash {low forecast. Worked on
known creditor's list. Held various meetings on cash flow reporting and
variance analysis. Call with BMO to discuss SISP and cash flow model.
Followed up on various gueries in the mailbox and hetline.

Worked on Day 1 of CCAA filing. Prepared bank letters to cancel pre-filing
payments. Reviewed OSB forms, newspaper notices, hotline, website and
email reviews. Booked time relating 1o CCAA filing prep {6 hours) from earlier.

Website updates performed for FTI Case Sites for Sears Canada Group.
Requested by emai by Linda Kelly.

Wehbsite updates performed for FT| Case Sites for Sears Canada Group.
Requested by emaf by Linda Kelly.

Website updates performed for FT| Case Sites for Sears Canada Group.
Requestad by email by Linda Kelly, '

Website updates performed for FT| Case Sites for Sears Canada Group,
Requested by email by Linda Kelly.

Website update performed for FTl Case Sites for Sears Canada Group.
Requested by email by Linda Keliy.

Respending fo emails in monitors inbox, posting documernis, updating service
kist, generat file matters.

Various matters for filing day, putting website live, posting documents,
updating menitors hotfine, responding to emaits editing documents, preparing
forms for OSB -submitting forms.




Sears Canada
420956.0002 - June 30, 2017

Date

TK#

Mame

Hours

Amount

Narrative

06/20/17

06/30/17

0612917

06/28/M17

06/27/17

06/26/M17

0B/26/17

06/20/17

06/29/17

06/28/17

06/27T1 7

062617

D6/25/17
06/24/17

06123017

06122117

06124117

06/23/17

06/22117

06/30/17

06/2%/17

18441

18441

18441

18441

16441

18441

23240

14800

14800

14800

14800

14800

14800
14800

14800

14800

14856

14856

14856

14856

14856

Linda Kelly

Linda Kelly

Linda Kelly

Linda Kelly

Linda Kelly

Linda Kelly

Michael Basso

Paul Bishop

Paul Bishop

Paul Bishop

Paul Bishop

Paul Bishop

Paul Bishop

" Paul Bishop

Paul Bishop

Paul Bishop

Steven Bissell

Steven Bissell

Steven Bissell

Steven Bissell

Steven Bissel}

10.50

11.50

13.50

11.00

12.00

13.00

0.50

4.20

6.10

530

530

0,90
0.90

5.90

0.30

10.30

10.30

3412.50

3,737,450

4,387.50

3,575.00

3,900.00

4,225.G0
342.00

3,822.00

5,551.00

4,823.00

4,823.00

4732.00

819.00
819.00

5,369.00

4,732.00

225,00

7,725.00

7,725.00

7,350.00

6,975.00

CCAA preparation, halline,website, email, communications package,
newspaper, mailings 0SB forms and documents, mailing prep, creditor
Packages.

Responding to emails and voicemail's in monitors inbox, meeting with HR
regarding employee calls, forwarding emaiis for service list aranging posting
of documents to website, updating service list, various ad-hoc file matters as
they arise,

Responding fo emails and voicemail's in monilors inbox, meeting with HR
regarding employee calls, forwarding emaiis for service list arranging posting
of documents to websiie, updating service list, various ad-hoc fiie matters as
they anise.

Responding fo emails and voicemail's in monitors inbox, meeting with HR
regarding employee calls, forwarding emails for service list arranging postiing
of documents to websile, updating service Bist, various ad-hoc file matters as
they arise,

Responding to emails and voicemail's in monitors inbox, meeting with HR
regarding employee calls, forwarding emails for service list arranging posting
of documents to website, updating service list, various ad-hoc file maiters as
they anse.

Responding to emails in monitors inbox, posting documents, updating service
list. general file. Preparing Creditor mailing list, finalizing creditor letters,
arranging mailing, preparing summary of creditors for website from AP.

Meeting with K. Foster re: creditor list request.0.1Comrespondence re: D&O
liabilities0.5

Update call with SC, call with NRF, Review and edit documents re sisp and
liquidation. Cal} with counsel re liens and frust issues, review of information
provided by OHH re same, call with MW re interested parties. Review and
approval of crilical vendor payments

Update calt with OHH, NRF and BMO, prep for same and follow up, call with
WR re inlerested party, report re same, meet with company, OHH and NRF re
various pension and OPEB related issues, calls with counsel review of
documents

Call with NRF re suppliers,LC's, Liens, goods in transit and other matiers.
Review of various documenis re SISF and liquidation, call with supplier,
multiple correspondence

Gall with SC, call with Osler, NRF and Rep Counsel re employee matlers, call
with Osler and NRF re ouistanding supplier issues, review of agreements
provided by various suppliers

Calls with company and counsei re critical suppliers, inventory, construclion
issues, liquidators and other matters, review of correspondence, call with
monitor's counsel re interested parlies and precess, review of and calls re
sales process

Call with TS re liquidator process

Correspondence re liguidation process

Meeiing with OHH, NRF and BMO re Jandlord and Si5P issues, calls re same,
correspondence, review of trust claims asserled, review of issues re store
liguidations, review and camment on correspandence to employees,

Aftend court for initial hearing, subsequent calls and emails re order and
critical suppliers

Email correspondence with Management and BMO re data room re liguidation
sales. '

Various CCAA Matiers including meetings with Management and assisting
Management in responding o queries from affecled stakeholders.

Commencement of CCAA Proceedings and related First Day matters,
including oversight of Monitor statutory and other reporting duties. Responding
to gueries from affected stakeholders. Status call with Monitor team members.

Update call with Monitor and Monitor's legal counsel. Meetings with
Management and cails with affected creditors. Various post-Filing CCAA-
related matters.

Meetings with Management and calls with affected creditors, Various post-
Filing CCAA-related matters. '




Sears Canada
420956.0002 - June 30, 2017
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Date TK# Name Hours Amount Narrative
Update call with Monitor and Monitor's legal counsel. Meetings with
06/28/17 14856 Steven Bissell 11.80 3% 8,850.00 Management and calls with affected creditors. Various post-Filing CCAA-
related matters.
CGAA Maiters including review of various correspondence and matters
. related to vendors. Meetings with Managemen and calls with affected
0627117 14856 Steven Bissell 1400 % 106,500.00 creditors. Preparation of reporiing template for DIP Budget tracking purpeses.
Various post-Filing CCAA-relaled matlers.
Responding to information requests from Company legal counsel re slores
. scheduled to be closed. Meetings with Management and calls with affected
06126117 14856 Steven Bissell- 100 % 8,250.00 creditors, Draft correspondence in respect of Landlords and reat property
related matlers. Various post-Filing CCAA-related matiers.
Williarn Zheng- Prepare variance reporting template to streamiine process. Discuss with MH
06/30H17 24231 e 9 750 $ 307500 onvarance analysis and TS { KH on format Meeting with MH, KH, TS, BW,
Bassier . . " . .
BC to discuss variance reporting 1o streamline process going forward.
William Zh Prepare variance reporting template to streamfine process. Discuss with MH
06/29/17 24231 B |S|:ren eng- 1100 $ 4,510.00 on variance analysis and TS / KH on formal Assist MH on compieting variance
AssIer analysis.
william Zheng- Review updated go-forward modetl for SISP. Assist TS with SISP due difigence
06/28117 24231 Bassi g 920 % 3,772.00 items.Review variance reporting with TS, KH, MH, EY, and BC. Discuss go-
1er forward BMO medel with TS. Meeting with MH o discuss varance reporting.
Williarn Zhen Review vanance reporting and receipts & disbursement model with KH, TS,
06/27/17 24231 e 9 850 % 3,485.00 and MH. Discuss variance reporting precess. Meeting with BMO on go-
Bassier .
forward medel and discuss model updaies.
0BI26/1T 24231 Wllha-m Zheng- 560§ 2.296.00 Review pre-filing report, review initial order, review updated mode! from BMO
Bassier for SI5P,
GRAND TOTAL EE7.90 % 352,717.00
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CONSULTING

July 12, 2017

Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

Re: FTI Job No. 420956.0003
Invoice # 29002716

B-10

FTI Consulting Canada Inc.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto ON M5K1G8

Enclosed is our invoice for professional services rendered in connection with the above referenced maiter. This
invoice covers professional fees and expenses through July 9, 2017.

Please do not hesitate to call me to discuss this invoice or any other matter.

Sincerely yours,

i

% '
//

Gregory Watson
Senior Managing Director

Enclosures

HST Registration No. 835718024RT0001
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Invoice Remitiance
Sears Canada Inc. Taly 12,2017
c/o Osler, Hoskin & Harcourt LLP FTI Invoice No. 29002716
100 King Street West, Suite #6200 FTI Job No. 420956.0003
Toronto, Ontario M5X 1838 . Terms: Payment on Presentation
Current Tnvoice Period: Charges Posted through July 9, 2017

CAD (%)

ProfEsSIONAL SEIVICES..ooioieceeire e eeeeee e se et et e e eseeacame e s oo b e ss e s amner s $284 731 50
BKPOIISES ..o sessere st S $4 764 87_ |
Total Fees and Expenses N $289 496 37
HST Registration No. 835718024RTO00L -.co..ooversevsrresorr oo $37 634.53
Total Amount Due this Period........ocoooieiiiiinne e $327,130.90

Total Amount Due.................. $327,130.90

Please Wire Transfer T o:‘

Bank of Nova Scotla
Scotia Plaza, 44 ng Stree, West
Toronto, ONT M5H 1H1:
Switt Code: NOSCCATT

eﬁmary acco'imt number 476960861715

HST Registration No. 835718024RT0001
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Sears Canada Inc.

¢/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

Current Invoice Period: Charges Posted through July 9, 2017

B-12

Invoice Summary

July 12, 2017 -
FTI Invoice No. 29002716
FTI Job No. 420936.0003
Terms Payment on Presentation

Name Title Rate Hours Total
Gregory Watson Senior Managing Director $510.00  36.0 $32,760.00
Paul Bishop Senior Managing Director $910.00 39.2 $35,672.00
Steven Bissell Managing Director $750.00 73.1 $54,825.00
Jamie Engen Managing Director $750.00 36.8 $27,600.00
James Robinson Managing Director $£710.00 65.5 $46,505.00
Kamran Hamidi Director $570.00  58.9 $33,573.00
Brett Wilson Director $505.00 361 $18,230.50
William Zheng-Bassier Senior Consuitant $410.00 48.6 $19,926.00
Linda Ketly Consultant $325.00 478 $15,335.00
Kathleen Foster Administrative Professional $105.00 1.0 $105.00

Total Hours and Fees

443.0 $284,731.50

Business Meals $834.18
Other/Miscellaneous $3,745.39
Transportation $185.30
Total Expenses - $4,764.87
HST Registration No. 8335718024RT0001 $37,634.53
Invoice Total for Current Period $327,130.90

HST Registration No. 835718024RT0001
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420956.0002 - July 8, 2017

Date TK#H Name Hours Amourt Marrative

Discussions with Corbeil and SLH surrounding critical vendors, refurning
voicemails from hotline, updating weekly disbursement tracker,
communication with criticat vendors, reviewing weekly

disbursements, discussions with working group regarding same

a7Io7T 18569 Brett Wilson 510 % 2,575.50

Discussions with Corbeil and $LH surrounding critical vendors, refurning
voicemails from haotiine, updating weekly disbursement tracker,
communication with criticai vendors, reviewing weekly

disbursements, discussions with werking group regarding same
Q7/06/17 18589 Brett Wilson 400 % 2,020,00 Travel to cfient site

Discussions with Corbeil and SLH surrounding critical vendors, refurning
voicemails from hetline, updating weekly disbursement tracker,
communication with critical vendars, reviewing weekly
disbursements,discussions with working group regarding same

07/06/17 18569 Breit Wilson 510 & 2,575.50

a7/05/17 16569 Breit Wilson 9.2¢ % 4,645,00

Discussions with Corbeil and SLH surrounding criticai vendors, returning
voicemaiis from hotline, updating weekly disbursement tracker,
communication with critical vendars, reviewing weekly

disbursements, discussions with working group regarding same

07/04/17 18568 Brett Wilson 870 % 4,393.50

Q7/0317 18569 Brett Wilson 400 § 2,020.00 Trave! lo client site

Q7/aTT 14798 Gregory Watson 2,00 $ 1,820.00 Numerous telephone calls, meelings and review of materials.
o7/06/17 14798 Gregory Watson 400 3% 3,640.00 Numerous telephone calls, meetings and review of matenials.
Q7/05A17 14798 Gregory Watson 12.00 $ 10,920.00 Numerous telephone calls, meetings and review of materials.
Q704117 14798 Gregory Waison 12.00 $ 10,920.00 Numerous telephone calls, meetings and review of materials.
07/03M17 14798 Gregory Watson 200 % 1,820.00 Telephone calls and review materals.

Q7/02/117 14798 Gregory Watson 200 § 1,820,00 Telephone calls and review mateials.

o717 14798 Gregory Watson 200 % 1,820,00 Telephone calls,

On-going meetings/discussions/calls, and corespondence with ma
nagement/Osler/NRF/BM Ofinternal/other slakeholders; attend to numerous
vendor matiers; review of correspondence received, cash flow forecast;

0710317 23261 James Robinson 500 § 3,550.00 purchasing/ordering status and analysis regarding same; critical vendor
review and analysis; varfance reporling; Moniior's report; review and comment
on drafl materials; disbursement review and analysis; attend calls with
vendors; security deposit analysis and review.

Review drafi affidavit and provide comments to NRF; respond to emails

o7io2i17 26261 James Rebinson 450 % 3,195.00 received from company; atiend conference calt with Osler regarding same.

07/01/17 23261 James Robinson 250 $ 1,775.00 Respond to correspondence received regarding various matlers.

On-going meetings/discussions/calls, and correspondence with ma
nagemenl/Osler/NRF/BMOAnternai/other slakeholders; atlend fo numerous
vendor matlers: review of correspondence received; cash flow forecast;

07/04/17 23261 James Robinsen 1450 § 10,295.00 . purchasingfordering status and analysis regarding same; critical vender
review and analysis; variance repcrting; Monitor's repori; review and comment
on drat materials; disbursement review and analysis; attend caiis with
vendors; security deposit analysis and review.

Or-going meetings/discussions/calls, and correspondence with ma
nagement/Csler/NRF/BMC/internal/other stakeholders; atfend to numerous
vendor matters; review of carrespondence received; cash flow forecast;

07/05M17 23261 James Robinson 13.00 § 9,230.00 purchasing/ordering status and analysis regarding same; critical vendor
review and analysis; variance reporing; Monitor's report; review and comment
on draft materials; disbursement review and analysis; attend calls with
vendors; security deposit analysis and review,

On-going meetings/discussions/calls, and correspondence with ma
nagement/Osler/NRF/BMO/internal/other slakeholders, attend to numerous
vendor matters; review of correspondence received; cash flow forecast,

07/06M17 23281 James Rebinson 13.50 % 9,585,00 purchasing/ordering status and analysis regarding same; critical vendor
review and analysis; variance reporting; Monitor's report; review and comment
on drafl materials; disbursement review and analysis; attend calls with
vendors; security deposit analysis and review.
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Dtate

THH#H

Name

Hours

Amount

Narrative

o707ty

07109417
07077
0707117
07/06/17
07/05/17

07/09/47

07/08/17

07/0717

07/06/17

07/05/17

O7I04117

D7/06/17

07/05/17

07/04/17

oriany
o787

07/o77

07/06M17

07/05/17

o7/04M7

07/0317
0710917

23261

15610
15610
15610
15610
15610

22538

22538

22538

22538

22538

22538

24354

24354

24354

24354
18441

18441

18441

18441

18441

18441
14800

James Robinson

Jamie Engen
Jamie Engen
Jamie Engen
Jamie Engen
Jarnie Engen

Kamran Hamidi

Kamran Hamigi

Kamran Hamidi

Kamran Hamidi

Kamran Hamidi

Karmran Hamidi

Kathleen Foster
Kaithleen Foster
Kathleen Foster

Kathleen Foster
Linda Kelly

Linda Kelly

Linda Kelly

Linda Kelly

Linda Kelly

Linda Kelly

Paul Bishop

12.50

7.90
6,30
5.40
10.90
B.30

5.50

6.00

8.50

12.80

12.50

13.50

0.30

0.20

0.20

0.30
0,80

11.00

12.00

11.00

12,00

1.00
3.10

45 4 0 B

8,875.00

5,925,00
4,725.00
4,050.00
8,175.00
4,725.00

3,135.00

3,420.00

4,845.00

7,353.00

7,125.00

7,695.00

31.50
21.00
21.00

31.50
260.00

3,575.00

3,600.00

3,575.00

3,900.00

325.00
2,821,00

On-going meetings/discussions/calls, and correspondence with ma
nagement/Osle/NRF/BMO/internaifother stakeholders; attend to numerous
vendor matters; review of correspondence received; cash flow forecast;
purchasing/ordering status and analysis regarding same; critical vendor
review and analysis; variance reporting; Monitor's report; review and comment
on draft materials; disbursement review and analysis; attend cafis with
vendors; security deposit analysis and review,

Travel to Torcnto

Travel fo Vancouver

Working on inventory and /5 orders

Review of materials introduction 1o Sears pecpleGeneral discussions -
Travel to Torento

Updated cash fiow forecast regarding the updated proposals. Call with Steve
Bissell re: same, Reviewed updated proposals regarding Liquidaiion Agency
Agreement.

Worked on cash flow forecast for upcoming stay exiension and third parly
#iquidation scenario. Correspondence with Steve Bissell re: same.

Reviewed liquidation proposal analysis and reviewed updated terms of the
Liquidation Agency dratt agreement. \Worked on modeling third party
liquidation scenario in the DIP budget and cash flow forecast. Calls with
Management and {egal counsel.

Calls with Monitor's counsel and company counsel. Worked on cash flow
forecast for CCAA purposes and reflecled actual results &ill July 1 and updated
restructuring fees and other costs as a result of timing differences.

Variance reporting analysis and provided comments, Meetings with
Management to discuss outstanding iterns and presented surmmary of
vanance analysis. Reviewed Liquidatior Agent draft agreement and reviewed
cash flow analysis, Multiple queries re: benefits issues for refirees. Attended
Monitor's hotline calls.

Call with Monitor's counsel. Worked on variance reperling. Worked on cash
flow forecast and reviewed liquidation agency agreement. Attended to calls on
the Monitor's hotline. Call with company counsel. Review of Initial Order and
affidavits.

Website updates performed for FT1 Case Sites for Sears Canada Group.
Requested by email by Linda Kelly.

Website update performed for FTI Case Sites for Sears Canada Group.
Requested by email by Linda Kelly.

Website update performed for FT1 Case Sites for Sears Canada Group.
Requested by email by Linda Kelly.

Website update performed for FT| Case Sites for Sears Canada Group.
Requested by email by Linda Keliy.

Responding to emails from menitors inbox.

Various fle matiers, monitoring inbox and replying to emails and VM's from
various parfies, following up with management on various matters. Calls with
vendors, meetings with management on sub- contractor invoices.

Various file matters, monitoring inbox and replying fo emails and VM's from
various partles, following up with management on various matters, Calls with
vendors, meetings with management on sub- contractor involces.

Various file matters, montioring inbox and replying tc emajis and VM's from
various parfies, foliowing up with management on various matters. Calls with
vendoss, meelings with management on sub- contraclor invoices.

Various file matters, monitoring inbox and replying 1o emails and VM's from
various parties, following up with management on various matters. Calls with
vendars, following up on rent enquiries and discrepancies, meeling with HR,
calls with HR on various employee quesficns.

Responding to emails and VM's from monitors inbox.
Review and comment on correspondence from EY/Farbers, review and edit
report
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Date

TK#

Name

Hours

Amount

Narrative

07108117

ariarny

o7io6NT

0710517

07/04/17

07/09/17

07103117
o7/io2MT

07/01117

o7/04M7

o7y

07/06/17

o707t

07/08/17

07/08M7T

07/07/17

07/06/17

07/05M17

14800
4800

14800

14800

14800

14856

14856
14856

14856

14856

14856

14856

14856
14858

24231

24231

2423%

24231

Paul Bishop

Paul Bishop

Paul Bishop

Paui Bishop

Paul Bishop

Steven Bissell

Steven Bissell

Sieven Bissell

Sieven Bissell

Steven Bissell

Steven Bissell

Steven Bisself

Steven Bissell

Steven Bissell

William Zheng-
Bassier

William Zheng-
Bassier

William Zheng-
Bassier

William Zheng-
Bassier

4.80

6.40

870

B.70

7.50

3.80

2.00

6.30

5.80

12.80

14.00

11.30

11.30

580

0.80

B.50

i2.30

11.20

4,358.00
5,824.00

7,917.00

7,917.00

6,825.00

2,850.00

1,500.00

4,725.00

4,350.00

9,600.00

10,500.00

8,475.00

8,475.00
4,350.00

328.00

3,485.00

5,043.00

4,633.00

Call with counsel re reporl and other matters, calf with counsel to company,
BMO and potential interested party, call with NRF, OHH and company re
Supplier issues, call with Farbers and EY re pension issues, commence repont
edit

Call with counsel re suppliers, trust, dip and other issues. review of material re
pensions, review of cashflow, call with eounsel re DiP, SISP, LC's and other
matters. Review of financial information

Call with BMQ, OHH, Counsel to the ABL, Counsel {e the Term Lenders, Call
with Counsel o FISCO. Call with Menitor's counsel, call with Monitors counsel
and OHH., Review of information provided to Farbers and EY. Mditipie
correspondence, review of Budgets

Caif with monitor's counsel, call with campany counse!, and advisors to
FISCO. Meeting with PRRR and Farbers, cails with BMO, OHH, NRF re DIP
and deemed trust, review of press release, review of ISP and other
documents, review information requests, multiple correspondence

Review of financial information, review of SISP and other documents, multiple
comespondence, call with DIP Jenders, calls with Monitor;s counsel, OHH and
Company

Analysis and updates re proposals from liquidators, Calls and correspendence
with Cempany, BMO, Monitor and Financial Advisors to Senior Lenders re
same.

Conference calls and related matters re liquidation proposals.

Anatlysis in support of review cf propoasals from liquidators. Update cail re
summary of liguidation proposals,

Call with Monitor, Monitor's legal counse! and counsel to DIP Lenders re SISP.
Review and analysis of liquidaiion proposals. Call with Company, Lenders'
counsel and Moenitor re 5i5P.

Calls and analysis in support of assessing the liquidation propssals. Calls with
Rep Counsel and counsel in respect of FSCO re DIP. Follow up cails with DIP
1 enders re same, Correspondence with Management re vendor matters, Call
with Company's legal counsel, DIF Lenders' counsel, Menitor and Moritor's
tegal counsel. CCAA matters including discussions and correspondence with
Management and vendors.

Review of aciual vs, budget analysis, Email correspendence re same. Update
cali with FTI team and Monitor's legal counsel. Calls in BMO re CCAA cash
flow forecast. Call with financial advisors to Representative Counsel re CCAA
cash flow forecast. Call with interesied party re liquidation proposals.
Conference calls with Management and vendors.

Email correspondence re CCAA-related malters, Review of final motion
materials in respect of Comeback Hearing. Call with Senior Lenders' counse!,
Company's counsel and Monitor and Monitor's legal counsel. Cali with
Financial Advisors to Rep Counsel. Conference calis with Management and
vendors.

Review and comments re actual vs budget reporting. Cenference calls with
Management and vendors.

Update call with Mor#or team and legal counse!. Review of analysis prepared
by financial advisors to Rep Counseis. Review of Agency Agreements for the
purposas of updating cash flow forecast assumptions.

Call with BMO to discuss payrol items / review payroll data.

Review variance reporting and finalize variance report. Discuss with TS on
SISP. Review fees relaling to varance report and discuss with BC and MH,
Prepare template for key data tracking summary.Continue variance reporting
and review disbursements f cask: fiie for past few months. Reconcile
disbursements in variance reporting.

Work with TS on SISP, meeting with BMO, discussion with MH on variance
analysis, discuss with KH on variance analysis.Work on GT variance reporting
} CF forecast for upcoming reporting. GT emails / requests for variance
reporting / forecast.

Work with MH on variance reporl. Meet with BW on variance discussions.
Wark with TS on SISP. Meeting with BMO for additional requests.
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Date TH# Name Hours Amount Narrative
William Zbeng- Variance reporting for upcoming GT reportSears variance reporting - work
o7ian7 24231 Bassier 1350 % 553500 with MH to review/identify variances.Prepare draft variance reporting for cours.
Wil - . .
Q7/03117 24231 B;Z’;;Zheng 220 % g02.00 Emails / vanance reporling - review variance report for Wed.
GRAND TOTAL 443,00 $ 284,731.50
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F T I

CONSULTING

FTI Consulting Canada Inc.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P,O. Box 104
Toronto ON M5K1G8

July 18, 2017

Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 188

Re: FTI Job No. 420956.0003
Invoice # 29002719

Enclosed is our invoice for professional services rendered in connection with the above referenced matter. This
invoice covers professional fees and expenses through July 16, 2017.

Please do not hesitate to call me to discuss this invoice or any other matter.

Sincerely yours,

/’

Gregory Watson
Senior Managing Director

Enclosures

HST Registration No. §35718024RT0001
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CONSULTING

Invoice Remiftance

Sears Canada Inc. July 18,2017
¢/o Osler, Hoskin & Harcowt LLP * FTI Invoice No. 29002719
100 King Street West, Suite #6200 FTI Job No. 420956.0003
Toronto, Ontario M5X 1B8 Terms: Payment on Presentation

Current Invoice Period: Charges Posted through Tuly 16, 2017

CAD (3)
Professional SEIVICES. ... oiarereertiitiestasree s smsmns s s ot ese st s $.297 079 50
EEXPOISES . rrr e srer e seso s e SR s e - - $201 15__.
Total Fees and Expenses {‘-$._2_:97,27_80:65l

HST Registration No. 835718024RT0001 © $38,646.48

Total Amount Due this Period...........ovroccersorrerr T $335,927.13
Total Amount Due...... ..o e e i $335.927.13

Please Wire Transfer To:

Bank of Nova Scot;a .
Scotia Plaza, 44 ng Street West
Toronto, ONT M5H IHI ‘
Swift Code NOSCCATT
Bank Numbei: 002 i

. Beneficiary: T1 Consultmg Canada Inc.

R Beneficmry accou' 'uumber 476960861715

HST Registration No. 835718024RT0001
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CONSULTING

Sears Canada Inc.

¢/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

Current Invoice Period: Charges Posted through Tuly 16, 2017

Invoice Summary

July 18,2017

FTI Invoice No. 29002719

FTI Job No. 420956.0003
Terms Payment on Presentation

Name Title Rate Hours Total
Gregory Watson Senior Managing Director $910.00 58.0 $52,780.00
Paul Bishop Senior Managing Director $910.00 49.1 $44,681.00
Steven Bisselt Managing Director $750.00 12.6 $9,450.00
Jamie Engen Managing Director $750.00 57.6 $43,200.00
James Robinson Managing Director $710.00 80.5 $57,155.00
Kamran Hamidi Director $570.00 53.5 $31,635.00
Brett Wilson Director $505.00  43.6 $22,018.00
Lindsay Shierman Senior Consultant $410.00 2.0 $820.00
William Zheng-Bassier Senior Consultant $410.00 41.0 $16,810.00
Linda Kelly. Consultant $325.00 56.5 $18,362.50
Kathleen Foster Administrative Professional $105.00 1.6 $168.00
Total Hours and Fees 458.0 $297,079.50
Other/Miscellaneous $201.15
Total Expenses $201.15
HST Registration No. 835718024RT0001 $38,646.48
Invoice Total for Current Period $335,927.13

HST Registration No. 835718024RT0001
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Date TKH# Name Houss Amount Narrative
Reviewing Corbeil, SLH and SCt weekly disbursements, returning voicemail's
from hotline, updating weekly disbursement tracker, communication with
critical vendors, information request for updating weekly dashboard,
discussions with working group regarding same
o7M4AMT 18569 Brett Wilson 4.00 % 2,020.00 Travel to client site
Reviewing Corbeil, SLH and SCI| weekly disbursements, returning veicemail's
from hotline, updating weekly disbursement tracker, communication with

0714117 18568  Brett Wilson 460 % 2,323.00

oSy 18569 Brett Wilsan 820 % 4,141.00 critical vendors, information request for updating weekly dashboard,
discussions with working group regarding same
Reviewing Corbeil, SLH and SCi weekly disbursements, returning voicemail's
. " Ky di L :
07247 18569 Arett Wilsan 1040 5.252.00 frqm hotline, upd_atmg wn?e y disbursement tr.acker, communication with
critical vendors, information request for updating weekly dashboard,
discussions with working group regarding same
Reviewing Corbeil, SLH and SCl weekly disbursements, returning voicemnail's
from hotline, updating weekly disbursement tracker, communication with
B .
a7z 18369 Bretl Witsan 870 % +896.50 critical vendors, information request for updating weekly dashboard,
discussions with working group regarding same
Reviewing Corbeit, SLH and SCI weekly disbursements, returning voicemail's
. from hotline, updating weekly disbursement fracker, communicaticn with
. 363, . . L . !
o7z 18560 Brett Wilson 270 % 1,363.50 critical vendors, information request for updating weekly dashboard,
discussions with working group regarding same
07HM10/17 18569 Brett Wilson 400 % 2.020.00 Travel fo ciient site
o7M16/17 4798 Gregory Watson 100 % 910.00 Telephone calls.
o757 14798 Gregory Watson 200 § 1,820.00 Telephone calls. Review of cofrespondence.
a7nan7 14798  Gregory Watson 9.00 % 8,190,00 Numerous meetings and telephone calls. Review of carrespondence.
i i i .
0TH3MT 14798 Gregory Watson joo0 § 10,020.00 Atten'd come back and review of operalions and creditor matlers. Numerous
meetings and telephone calls. Review correspondence.
Prepare for come back and review of operafions and creditor matters.
071217 14798  Gregory Watson 10,00 $  5,100.00 Numerous meetings and telephone calls.
0THAT 14798  Gregory Watson j2.00 § 10,820.00 Prepare for come back and review of operations and creditor matters,
Numerous meetings and felephone cails.
- Prepare for come back and review of operations and creditor matters.
o7M10M7 14798  Gregory Watson 12.00 % 10,920.00 Numerous meefings and felephons calls,

- Review and comment cn initial draft of Monitor's First Report; review and
07/08/17 23261 James Robinson 550 % 3,905.00 comment on CF sections of report; atlend various calls with
NRFC/QslerfCompany regarding pending matters,
Preparation, review, and comments on the First Reporl; review
correspondence received and atfend various calls with
managemen/NRFC/Qsle/BMOfinternal regarding pending matters; attend to
various vendor matiers,

o7/09/17 232861 James Robinson 400 § 2,840.00

Preparation and review of the First Report; review correspondence received
and atlend numerous calls wilh ma nagementNRFC/Oster/BMOfinternal
regarding pending matters; discussions with business units regarding
continuation of supply; review of payments and disbursements; review of
proposed security deposits and pre-filing payments o be made; assess and
review requested notices to disclaim; cash flow forecast review and
preparation; purchasing matters and forecasiing; jogistics and supply vendor
matters; respond to stakeholder inquires,

07M10/M7 23261 James Robinson 15.00 § 10,650.00

Preparation and review of the First Reporl; review correspondence received
and attend numerous calls with ma nagementNRFC/Osler/BMOfiniernal
regarding pending matiers; discussions with business unils regarding
continuation of supply; review of payments and disbursements; review of
proposed security deposits and pre-filing payments to be made; assess and
review requested notices to disclaim; cash flow forecast review and
preparation; purchasing matters and forecasting; logistics and supply vendor
matiers; respond {o stakeholder inquiries.

07/11/17 23261 Jtames Robinson 16.00 % 11,360.00
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Date

TK#

Name

Hours

Amount

MNarrative

orH217

07/113/17

0714117

o7HonT

07T

07112117

C7H3M7
071147
o747
o7MeIMT

0711317

o7H 21T

o7/11M7

arHon7

o7M3INT

o727

0711437

071017

071317

23281

23261

23261

15610

15610

15610

15610
15610
15610
15610

22538

22538

22538

22538

24354

24354

24354

24354

18441

James Robinson

James Robinson

James Robinsen

Jamie Engen

Jamie Engen

Jamie Engen

Jamie Engen
Jamie Engen
Jamie Engen

Jamie Engen

Kamran Hamidi

Karnran Hamidi

Kamran Hamidi

Karnran Harmnidi

Kathleen Foster
Kathteen Foster
Kathleen Foster

Kathleen Foster

Linda Kelly

15.50

12.50

12.00

9.50

11.20

10.60

8.20
6.40
4.50
7.20

8.00

16.00

15.0¢

16.50

0.50

0.40

0.30

0.40

11.00

3

$

€ & 8B 5

$1,005.00

B,875.00

8,520.00

7,425.00
B,400.00

7.950.00

5,150.00
4,800.00
3,375.00
5',400.00

4,560,00

9,120.00

8,5650.00

9,405.00

52,50
42.00
31.50

42.00

3,675.00

Preparation and review of the First Report; review correspondence received
and attend numerous calls with ma nagementNRFC/Osler/BMC/internal
regarding pending matters; discussions with business unils regarding
continuation of supply; review of payments and disbursements; review of
proposad security deposits and pre-filing payments to be made; assess and
review requested notices fo disclaim; cash flow forecast review and
preparation; purchasing matters and forecasting; logistics and supply vendor
matters; respond to stakehelder inquiries, Preparation of Supplemental Reporl
1o First Report.

Review correspondence received and attend numerous calls with ma
nagementyNRFC/Osler/BMOfinternal regarding pending matiers; discussions
with business units regarding continuation of supply; review of payments and
disbursements; review of proposed security deposits and pre-filing payments
to be made: assess and review requested nofices to disclaim; cash flow
forecast review and preparation; purchasing matters and forecasting; logistics
and supply vendor maltters; respond to stakeholder inquiries; review motion
materiais; informalion request for stakeholders,

Review correspondence received and attend numerous calls with ma
nagementNRFC/Osler/BMOJinternal regarding pending matters; discussions
with business units regarding continuation of supply; review of payments and
disbursements; review of proposed security deposits and pre-filing payments
to be made; assess and review requested notices to disclaim; purchasing
matters and forecasting; logistics and supply vendor matters; respond to
stakeholder inguiries; landlord matters and discussions; review tempiate
fracker; review Court materials;

Conference calls with legal counselMestings with Sears employees re
PO'sAnalysis of PO's being entered in system

Calls with legai counselReview and edits to Monitors First ReportMeetings
with Sears empioyees re PQ's and inventoryConference call with A&ZM

Review of Moniiors ReportDiscussions with employeesReview of inventory on
many differeni viewsDiscussions with Company re PO's
Discussion with Company re (T
materialsDiscussions with respect fo PO's
Travel to Vancouver

HReview of Courd

Reconciliation of inventory Raview and discussion of PC's outstanding

Travel to Toronto

Review of DIP budget. Correspondence with various Sears employees of
finance matters, Correspondence with exlemal parties inquiring about Sears
CCAA matters.

Call with Monitor's counse! on updates. Worked on DIP budget and borrowing
base calculations reflecting third-parly liquidation scenario, Review of
Monitor's First Report drafts. Review of Court Materials and affidavits.
Reviewed schedules to Liquidation Agency agreement. Responded to various
emails and calls with FT1team members.

Worked on revised cash flow forecast - third party liquidation scenario, Review
of Court Materials and affidavits. Calls with A&M to discuss cash flow model
and borrowing base scenarios.

Call with Monitor's counsel on updates. Worked on revised cash flow forecast -
third party liquidation scenario. Review of Court Materials and affidavits.

Website updates performed for FT| Case Sites for Sears Canada Group.
Requested by email by Linda Kelly.

Wehbsite updates performed for FT| Case Sites for Sears Canada Group.
Requesied by email by Linda Kelly.

Website updates performed for FT) Case Sites for Sears Canada Group.
Requested by emall by Linda Kelly,

Website updates performed for FTI Case Sites for Sears Canada Group.
Requested by email by Linda Kelty.

Various file matlers, monitoring inbox and replying te ematls and YM's frem
various parties, following up with managament on various matters, Preparing
documents for posting to website.
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Date TK# Name Hours Amount Narrafive

Various file matlers, monitoring inbox and replying to emails and VM's from
o747 18441 Linda Keliy 11.00 § 3,575.00 varous parties, following up with management on various matters. Preparing

documents for posting to website.

. " . d - d '
OTHSHT 18441  Linda Kelly 040 130,00 Review of SISP order and email correspondence regarding new bank

account,
071647 18441 Linda Kelly 0B0 % 260.00 Preparing and sending reconciliailon of vendor AP to JR as requested.
Various file matters, monitoring inbox and replying e emails and VM's frem
o7M2/117 18441 Linda Kelly 11.00 § 3.575.00 various parties, following up with management on various matters. Preparing

documents for posting to websile, |
Various file matlers, monitering inbox and replying 1o emails and VM's from

o717 18441  Linda Kelly 11.00 % 3,575.00 various parties, following up with management on various matters. Preparing
' documents for posting to website. i
o7HonT 168441 Linda Kelly 030 % 97.50 Confirming detalls for monitors reporl. :
Various file matters, monitoring inbox and replying to emails and VM's from
071017 18441 Linda Kelly 1100 % 3,575.00 varous parties, following up with managerent on various matlers, Preparing

documents for posting to website,

) Co-ordinating plans for the following week and emails regarding upcoming

07/14117 23551 Lindsay Shierman 200 % 820.00 wvacalion etcPrinting out agency agreements, consuliing agreement and sales
' agreement to review for next week

Mulliple correspondence, review of SHC/Liquidator agreement, Call with OHH,
BMO, NRF and 5C
o757 14800  Paul Bishop 210 § 1,911.00 Review of multiple documents and correspondence
Call with moenitors counsel, call with SC, OHH, BJ,BMO, NRF review of
documents, multipie correspondence, call with BMO and WF
Attend courl, multiple discussions with stakeholders re SISP, Landlord DIP
and other matlers. Calt with BMO, ESL and Fairholme
Multiple calls and emails re DIP, SISP, pension matters, review and edi first
report, review and edit supplemenial report, review cashflows
Call with SC, call with DIP lender, call with McMillan, review of multiple

G767 14800 Paul Bishop 210 % 1,911.00

071417 14800  Paul Bishop 540 §  4,914.00
o7H3M7 14800 Paul Bishop 950 § 8,645.00

arf2m7 14800 Faul Bishop 11,20 § 10,192.00

oAt 14800 PaulHishop 840 % 8,554.00 docurnents, review of and edit monitor's repor
Calls with monitor counsel, calls with OHH, calls with counsel fo PBGF, calls
0711017 14800  Paul Bishop 940 3§ 8,554.00 re employees, calls re dealer issues, review of multiple documents, review of
. draft report

Update cail with Monitor and Monitor's legal counsel, Update call with

Company, Company counsel, Monitor and Moritor's counsel. Meetings and

calls re updated DiP Budget 4nd exiended CCAA Cash Floiv Forecast,

Meetings with Management re CCAA matiers.

Update call with Moniior and Monitor's legat counsel. Call with FA to Senier

Lenders.

William Zheng- Updale and review dashboard summary, Foliow up with information requests,
R 170§ 697.00 .

Bassier Follow up with BMO comments.

o7/1oM7 14886 Steven Rissell 10,80 § 8,100.00

o727 14856 Steven Bissell 180 § 1,350.00
07416/17 24231

Meeting with LN fo discuss BMO and SISP #ems, Prepare analysis for BMO

071417 24231 \é\a’ﬁllaierheng- B50 §  2,665.00 and follow up.Follow up with AM on DIP amounts, review and prepare
assie occupancy cost analysis for BMO. Update consolidated varance reporfing.
William Zheng- Review DIP model with KH and discuss model follow up questicns. Meet with
071317 24231 Bassier g B.50 § 3,485,00 LN on BMO payroll cost out items for BMO SISP, Review source dala and
! prepare updated SISP analysis for BMO.
Work on variance analysis with MH, work with TS en BMO SISP items, review
William Zheng- and meetl with BC to discuss discrepancies identified. Review most recent
' 3 : . N
arnznt 24231 Bassler 1230 5 504300 version of the receipts and disbursement model and foliow up with questions
for KH.
"~ ~ N " ith M iy
O7HAMT 24231 WI||Ialrn Zheng 700§ 2,670.00 }Nork on variance reporting with MH, work with TS on BMO SISP request
Bassier itemns.
N ~ . : d N .
07HONT 24231 \é\:ish;:rZheng 500 § 205000 Zgllaow up on variance reporting status and meet with MH fo discuss source

GRAND TOTAL A58.00 § 297,079.50
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CONSULTING

FTI Consulting Canada Inc.
T Waterhouse Tower

79 Wellington Street West
Suite 2010, .0, Box 104
Toronto ON M5K1G8

July 26, 2017

Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

Re: FT1 Job No. 420956.0003
Invoice # 29002735

Enclosed is our invoice for professional services rendered in connection with the above referenced matter. This
invoice covers professional fees and expenses through July 23, 2017. ‘

Please do not hesitate to call me to discuss this invoice or any other matter.

Sincerely yours,

Gregory Watson
Senior Managing Director

Enclosures

HST Registration No. 835718024RT0001
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CONSULTING

Invoice Remittance
Sears Canada Inc. July 26, 2017
¢/o Osler, Hoskin & Harcourt LLP FTI Invoice No. 26002735
100 King Street West, Suite #6200 FTI Job No. 4209556.0003
Toronto, Ontario M5X 1B8 Terms: Payment on Presentation
Current Invoice Period: Charges Posted through July 23, 2017

CAD (%)

PrOTESSIOMAL SEIVICES..c v reeereoeeereeeeeeseeceaseeeseeereesesesseesesseseeeesseseseaseseresssenemsenne - '$283,891.00
FEXPEIISES ..ot raecareaciee ettt s ts e s e e L 816,147.30

Total Fees and EXPEDSES.....v.mrovmooeeooereoereeeeeeoeseeeseeeeseeeeaeees e ree e . $300,03830
HST Registration No. 835718024RT0001 1.7839,004.98

Total Amount Due this Period...........cccooorerrviurecicnrecenes IR B $339,043.28

Previous Balance Due e $335,927.13

Total AMORRE DUC...nooooos oo $674.970.41

Please Wire Trans_fef ; To:ﬂ j

Scotia Plaza, 44 King Street West
Toronto, ONT MSH lHl

Beneﬁcmry accou.nt number: 476960861715

HST Registration No. 835718024RT0001
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CONSULTING

Sears Canada Inc.

¢/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1138

Current Invoice Period: Charges Posted through July 23, 2017

Invoice Summary

July 26, 2017

FTI Invoice No. 29002735

FTI Job No. 420956.0003
Terms Payment on Presentation

Name Title Rate Hours Total
Gregory Watson Senior Managing Director $910.00 48.0 $43,680.00
Paul Bishop Senior Managing Director $510.00 353 $32,123.00
Steven Bissell Managing Director $750.00 24.9 $18,675.00
Tamie Engen Managing Director $750.00 62.9 $47,175.00
James Robinson Managing Director $710.00 56,5 $40,115.00
Kamran Hamidi Director $570.00 50.2 $28,614.00
Brett Wiison Director $505.00 47.6 $24,038.00
Lindsay Shierman Senior Consultant $410.00 48.1 $19,721.060
William Zheng-Bassier Senior Consultant $410.00  29.5 $12,095.00
Linda Kelly Consultant $325.00  34.0 $17,550.00
Kathleen Foster Administrative Professional $105.00 1.0 $105.00
Total Hours and Fees 458.0 $283,891.00
Business Meals $405.81
Telephene $47.27
Lodging $9,015.48
Other/Miscellaneous $38.45 .
Transportation $6,640.29
Total Expenses $16,147.30
HST Registration No. 835718024RT0001 $39,004.98
Invoice Total for Current Period $339,043.28

HST Registration No. 835718024RT0001
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Sears Canada
420956.0002 - July 23, 2017

Date TK# MName Hours Amount Narrative
07723117 18569 Brett Wilson 400 % 2,020,00 Travel to client site

Discussions with SCI, Corbeil and SLH warking group surrounding critical
vendors and weekly disbursements, returning volcernail’s frorm hotline,

072117 18569  Brett Wilson 6540 § 3,232.00 updating disbursement tracker, reviewing weekly disbursements, discussions
with waorking group regarding same, updaling information for weekly |
dashboard .

072117 18569 Brett Wilson 400 § 2,020.00 Traveito client site

Discussions with SCI, Corbeit and SLH working group surrounding critical
vendors and weekly disbursements, returning voicernail's from hotline,
o7/20/17 18569 Brett Wilson 980 % 4,998.50 updating disbursement tracker, reviewing weekly disbursements, discussions
with working group regarding same, updating information for weekly
dashboard
Discussions with SCI, Corbeil and SLH working group surrounding critical
vendors and weekly disbursements, returning veicemail's frem hetline,
o7nsny 18569 Brett Wilson 810 $  4,090.50 updating disbursement tracker, reviewing weekly disbursements,discussions
with working group regarding same, updating information for weekly
dashboard

Discussions with SCI, Corbeil and SLH working greup surmounding critical
vendors and weekly disbursements, returning voicemail's from hotline,

07/M18/17 18562 BreH Wilson 9280 % 4,949.00 updating disbursement tracker, reviewing weekly disbursements,discussions
with working group regarding same, updating information for weekly
dashboard

07MTMT 18569 Brett Wilson 400 % 2,020,00 Travel to client site

Discussions with SC), Gorbeil and SLH werking group surrounding criticat
vendors and weekly disbursements, returning voicemail’s from hotline,

07ATIMT 18569 Brett Wilson 140 % 707.00 updating disbursement tracker, reviewing weekly disbursements discussions
with working group regarding same, updating information for weekly
dashboard

072317 14798  Gregory Waison 800 %  8,190.00 Numerous meetings and telephone calls, Review of correspondence.

07720417 14798  Gregory Walson 000 $  8,190.00 Numerous meetings and telephone calls. Review of correspondence.,

07HeMT 14798 Gregory Walson 1000 § 9,100.00 Numerous meetings and felephone calls. Review of correspondence.

D7/18/17 14798  Gregory Waison 40.00 %  9,100,00 Numerous meetings and telephone calls. Review of correspondence.

0717117 14798  Gregory Watson 40,00 §  9,100.00 Numerous meetings and telephone calls. Review of correspondence,

Review of disbursements; crilical vendor payments; security deposit

payments; advance payments; preparation and review of letlers regarding

same; review of disclaimer requests and analysis regarding same; en-going

vendor discussions; review of pre- and post- filing amount eligible to be paid
} for various categories of expenses; logistics vendor matters;

072117 23261 James Robinson 900 $ 6,390.00 licensee/consignment/concession vendor matlers; address landlord inquiries
received; sales tax matters; address SLH and Corbeil matters; on-going calls,
meetings, emails with Management/Osler/NRFC/BMO/internalfother advisors
and professionals regarding pending matters; address employee matters;
review notices to be published; review correspondence received and address
various inquiries;

Review of disbursements; crilical vendor payments; security deposit
payments; advance payrents; preparation and review of letters regarding
same; review of disclaimer requests and analysis regarding same; on-going
vendor discussions; review of pre- and post- filing amount eligible to be paid
for various categories of expenses; logistics vendor matters;

o7/20/17 23261 James Robinson 11.00 % 7,810.0C Ycenseelconsignment/concession vendor matters; address landlord inquines
received; sales tax matlers; address SLH and Corbeil matters; on-going calls,
meetings, emaiis with Management/Osler/NRFC/BMO/infernalfother advisors
and professionals regarding pending matters; address employee matters;
review notices io be published; review correspondence recaived and address
various inquiries;
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Sears Canada
420956.0002 - July 23, 2017

Date THH# Name Hours Amount Narrative

Review of disbursements; critical vendor payments; security deposit
payments; advance paymenis; preparation and review of letters regarding
same; review of disclaimer requests and analysis regarding same; on-going
vendor discussions; review of pre- and post- filing amount eligible to be paid
for various categories of expenses; logistics vendor matters;

071917 23261 James Robinson 0.00 § 7.100.00 licensee/consignment/concession vendor matlers; address landlord inquiries
received; sales tax matlers; address SLH and Corbeil matlers; on-going calls,
meetings, emails with Management/Osler/NRFC/BMO/internal/other advisors
and professionals regarding pending matiers; address employee matlers;
review notices to be published; review correspondence received and address
various inquiries;

Review of disbursemenits; critical vendor payments; security deposit
payments; advance payments; preparation and review of letlers regarding
same; review of disclaimer requesis and analysis regarding same; on-going
vendor discussions; review of pre- and post- Tiing amount eligible to be paid
for various categories of expenses, logistics vendor matiers;

o7Hen’? - 23261 James Robinson 11.50 % 8,165.00 licensee/consignment/concessicn vendor matters; address landlord inquiries
received; sales tax matlers; address SLH and Corbeil matlers; on-going calls,
meetings, emails with Management/Osler/NRFC/BMO/internal/other advisors
and professionals regarding pending matters; address employee matters;
review notices to be published; review correspondence received and address
various inquiries;

Review of disbursements; critical vendor payments; security deposit
payments; advance payments; preparation and review of letlers regarding
same; review of disclaimer requests and analysis regarding same; on-going
vendor discussions; review of pre- and post- filing amount efigible to be paid
. for various calegories of expenses; logistics vendor matters;
o7MTNT 23261 | James Rokinson 1250 § 8,875.00 iicensee/consignment/concession vendor matlers, address landlord inquiries
- received; sales tax matlers; address SLH and Corbe# matiers; on-going calls,

meetings, emails with Management/Osler/NRFC/BMOfnternal/other advisors
and professionals regarding pending matiers, address employee matters,
review nofices fo be published; review correspondence received and address
various inquiries;

0711517 23261 James Robinson 250 % 1,775,00 Call with BMO regarding information requests, and preparalion of same;
07/23/17 15610 Jamie Engen 770§ 5,775.00 Travel to Toronio
ih CFO . I
072147 15610 Jarie Engen 430 5 3,225.00 Upd'fﬂe conference callCall with CFO re orders going forwardReview of sales
and inveniory numbers

ori2T 15610 Jamie Engen 720 %  5400.00 Travel fo Vancouver

. Meeting on outstanding PQ's Updates from company on sales and
07/20/17 15610  Jamie Engen 11.20 %  B,400.00 PO'sAnalysis of weekly metrics

. Update conference callMeeling with planning people re PO'sMeeting with
orAent 15610 Jamie Engen 1040 3 7,800.00 Sears re sales reportsReview of daily information provided

. Meeting and discussions with employeesDiscussions with legal
o7H18MT 15610 Jamie Engen 1070 § B,025.00 counselReview of PO and inventory amounts
07HTHT 15610 Jamie Engen 140 § 855000 Update call with legat counselBi weekly update calllpdate of Inventory and

PQ numbers for Weekly dashboard

Call with FTI team and Monitor's counsel. Review of dashboard summary and
o7/2i17 22538 Kamran Hamidi B.50 § 484500 newspaperads. Review of LCs recejved and review of repayment of pre-filing
credit facilities. Correspondence with A&M re: cash flow matters.

Prepared repayment schedule showing repayments of credit facilities using
clean cash. Worked on variance analysis and dashboard summary.
Correspondence with external pariies inquinng about Sears CCAA matlers.
Meetings with Management.
Call with Monitor's counsel. Review of liquidation agency agreement and
review of initial funding requirement. Review of borrowing base cerlificate.
Investigaled variance analysis matters, Meetings with management to discuss
operating results.
© Review of DIP agreement and reporting requirements. Worked on borrowing

07MB/17 22538 Kamran Hamidi 1080 § §,156.00 base certificate and DIP budget treatment of realty reserves, Worked on

variance analysis,

0712017 22538 Kamran Hamidi 1050 % £,985.00

o7H9117 22538 Kamran Hamidi . 1080 § 6,213.00
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TKH#

Name

Hours

Amount

Narrative

o7NTNy

oTNTNT
o787

o072t 17

07247

07/20/17

o7M9iiT

a7/18M17

QTMTHT

orMen7

o7 MINT
oI

07/19/17

07120017

07/20117

072417

O7HMTHT

07/186/17

o797

07/20/17

rdrathi

22538

24354

24354

24354

18441

18441

18441

18441

18441

23551

23551
23551

23551

23551

23551

23551

14800

14800

14800

14800

14800

Kamran Hamidi

Kathleen Foster
Kaihleen Foster

Kaihleen Fester

tinda Kelly

Linda Kelly

Linda Welly

Linda Kelly

Linda Kelly

Lindsay Shierman

Lindsay Shierman
Lindsay Shierman

Lindsay Shierman

Lindsay Shierman

Lindsay Shierman

Lindsay Shierman

Paul Bishop

Paul Bishep

Paul Bishop

Paul Bishop

Paul Bishop

Q.50

0.20

0.50

11.00

11.00

10.00

11.00

11,00

6.00

8.50
6.00

9.00

7.50

8.00

3.10

5.70

4.80

8.40

7.20

-2

5,415.00

21.00
52,50

31.50

3,575.00
3,575.00
3,250,00

3,575.00

3,576.00

2,460.00

3,485.00
2,460.00

3,690.00

3,075.00

3,280.00

1,271.00

5,187.00

4,368.00

8,372.00

7.644.00

6,552.00

Calls with A&M to discuss treatment of reserves in borrowing base cerlificate.
Worked on variance analysis. Prepared analysis of repayment schedule of
existing credit faciiiies. Reviewed cash flow forecast to delermine employee
headcount reduction estimates.

Website update performed for FTI Case Sites for Sears Canada Group.
Renquested by emall by Linda Kelly,

Website updates performed for FT| Case Sites for Sears Canada Group,
Requested by emait by Linda Kelly.

Website update performed for FT| Case Sites for Sears Canada Group.
Requested by email by Linda Kelly,

Various file matters, monitoring inbox and replying to emails and YM's from
various parties, followipg up with management on various matlers. Preparing
documents for posting to website.

Various file matters, monitoring inbox and replying to emails and VM's from
various parties, following up with management on various ratters. Preparing
documents for posting to website.

Various file matters, monitcring inbox and replying to emails and VM's from
various partfies, following up with management on various matiars. Preparing
documents for posting to website,

Various file matters, monitoring inbox and replying to emails and YM's from
various parties, following up with management on various matters. Preparing
documents for posting to website.

Various file matiers, monitoring inbox and replying to emails and VM's from
various paries, following up with management on various matters, Preparing
documents for posiing 1o website. Working wilh Rep counsel preparing letters
and newspaper adverts

Read:Billy Wong affidavit's and other mofion malerialsReview Agency Portion
of Monitor's First Report along with the agreements and Consultant
agreemen{*Audited” FCR Jog to revised discounted invoices

Read: Pre- and First Monitor's reporls and Court Orders

Travel to airport, flight from YYC - YYZ, travel from airport 1o hotel
Read:Finish reading Billy Wang affidavil Create summary nctes of key points
to Agency Agreementi and Consultant Agreementsldentifying key areas to
focus on going forwardReview Initial Funding Crder proposed for wire
payment and LC terms - ensure agreed to contract

Travel to airport, flight from YYZ - YYC, travel from Sears via train to Airport,
plane was delayed an hour

Reviewing Agency and Consultancy agreements in detail, starting dashboard
for tracking daily payments and weekly reconciliations for Agency
AgreementReviewing bank siatement for receipt of wire for initial funding,
enquiring regarding LC payment due and pre-funded expenses due. Meeting
with Sears personnel involved in liquidation processHelped review FCR
discounted invoices

Weekly Lift Meeting in the morning Review variance analysis sent
outFinalizing Dashboard for liquidation sale record keeping over the nexl
couple of weeksObtaining Expense budgets relied upon {and reviewing) per
{he agreements

Multiple emails, review of conference calls with counsel, conference call with
OHH, NRF and Company, call with all counsel and BMO re SiSP
confidentiality process, review of court docs

Multiple emaits and correspondence, call with SC, review of confidentiality
agreements, review of landlord correspondence, update and correspondence
re 5ISP )

Meeting with OHH and Company re SiSP and prep for information needed to
facilitate analysis of offers, call with Monitor's counsel re ongoing matlers,
calls and correspondence re pension plan, calls and correspondence re
confidentiality arrangements an agreements, review of lease arrangements,
calls and ernails with FA re SISP

Meeling with CEO re management proposal/bid. review of confidentiality
procedures, multiple correspondence and emails, calls with manitor's counsel,
call with ©HH and NRF re SISP preparation , review of correspondence re
landlords, review of issues re liens, calls re same

Call with counsel re slatus of multiple issues, call wilh Special Commitiee,
status meeting with FT) team at Sear office, multiple correspondence, review
of weekly information summary,
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Date TK# Name Hours Amount Narrative
OTHTIT 14856 Sleven Bissel 120 975.00 Update c_ai’n with C.ompa_\ny legai' counsel, Monior and Monitor's legal counsei.
Responding to various information requests.
Updae cail with Manitor and Meniter's legal counsel. Reporting requirements
. in respect of Pensicn and Employee Representative Counsel. Meeting with
0 . - . .
arierT 14856 Steven Bissel 9.30 6.9750 suppliers and Management re post-Filing services. Various CCAA-relaled
matlers.
Review of SISP timeline and related documents, Review of final Agency and
. Consulting Agreements in respect of fiquidation sale procedures. Review of
C7i20/17 14856 Steven Bissel 4.80 3,600.00 profocol lefter, SISP planning call with Company counsel, Manitor. Review and
comments re Landlord cure cest letier. Other CCAA-related matlers.
Email correspandence re consinuction lfens. Review of various Court orders
issued July 13 and Juiy 18th. Update call with Monilor and Menitor's legal
" counsel. FTI meeting re purchasing. Review and discussions re letler {o
ovi21n7 14856 Steven Bisssl 850 7.125.00 Dealers re fiquidation sales, Meeling with CFO re purchasing. Call with Senier
Lenders, Company counsel, Monior and Moniter's counse! re construction
liens. Various CCAA-related matters.
07/24/17 24231 ‘Q:i’:ig’rme“g' 3.50 1,43500 Complete SISP analysis for BMO / analysis for TS.
Discuss with MH on variance reporting and investigaie discrepancies. Follow
William Zheng- up on various Sears related matters on variance reporiing and discussions
0772017 24231 Bassier 7.50 3,075.00 with BC, Prepare dashhoard summary. Meet with BMC on SISP matters and
’ provide SISP analysis for BMO.
Willam Zhen Discuss with MH on variance reporling and investigate discrepancies. Follow
07119/17 24231 \ }Ef 9 8.00 3,280,0C up on various Sears related matters on variance reporting and discussions
Bassier A
with BC,
William Zheng- Discuss with MH on variance reporling and investigate discrepancies. Meet
o787 24231 Bassier 9 5.30 2,473.00 with BMO on SISP / provide analysis for SISP f assist TS with Sears selated
matlers,
William Zhen . Review and discuss variance report with MH.Follow up and review variance
0777 24231 Balusisi:r g 5.20 2,132.00 reporting with MH, Review updated CF forecast.Follow up on SISP matlers

with TS,

GRAND TOTAL

458.00 $ 283,891.00
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CONSULTING

FTI Consulting Canada Tne.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto ON M5K1GE

July 31, 2017

Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

Re: FTI Job No. 420956.0003
Invoice # 29002757

Enclosed is our invoice for professional services rendered in connection with the above referenced matter. This
invoice covers professional fees and expenses through July 30, 2017.

Please do not hesitate to call me to discuss this inveice or any other matter.

- Sincerely yours,

B

Gregory Watson
Senior Managing Director

.—«m—)-*"),’--"‘r

-} B
kY
A

Enclosures

HST Registration No. 835718024RT0001
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Sears Canada Inc.

c/o Osler, Hoskin & Harcourt LLP
100 King Street West, Suite #6200
Toronto, Ontario M5X 1B8

B-31

Inveice Remittance

Juiy 31, 2017

FTI Invoice No. 29002757

FTI Job No. 420956.0003
Terms: Payment on Presentation

Current Invoice Period: Charges Posted through July 30, 2017

CAD (3)
Professional ServiCES. ..ot e e e e I$281 678 50
EXPOIISES. .. et iitiriiiciiietiricreeresvesee e ese vt saas et ssesasare s s ans s s enessrasannsnrceressne s e e ernrnnes hE B $18 655 03_.7
Total Feeé and Expenses ‘-.-‘_‘$300 333 53' |
HST Registration No. 835718024RT0001 ......ocoveiiemiieeeeieeeeee - ; $39 043.36
Total Amount Due this Period..............oooooooooeroooooo . O $339376.89
Total Amount Due..........occoovovverneen.. . ..... . o $339.376.89

Please Wire Transfer To: .- o

Bank of Nova Scotja O
Scotia Plaza, 44 K.lng Street West. .
Toronto, ONT M5H lHI W, A
Swift Code: NOSCCATT
BankNumber: 002 .

) -_‘.-Beneﬁc:ary FTI Consultmg Canada Inc.

:-?- Beneﬁcmry account number 476960861715

HST Registration No. 835718024RT0001
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CONSULTING Invoice Summary
Sears Canada Inc. July 31, 2017
c¢/o Osler, Hoskin & Harcourt LLP FTY Invoice No. 29002757
100 King Street West, Suite #6200 FTI Job No. 420956.0003
Toronto, Ontario M3X 1B8 Terms Payment on Presentation

Current Invoice Pertod: Charges Posted through July 30, 2017

Name Title Rate Hours Total
Gregory Watson Senior Managing Director $910.00  33.0 $30,030.00
Paul Bishop Senior Managing Director $910.00 36.4 $35,854.00
Steven Bissell Managing Director $750.00 42.7 $32,025.00
Jamie Engen Managing Director §750.00  59.2 $44,400.00
James Robinson . . Managing Director $710.00 62.0 $44,020.00
Kamran Hamidi Director $570.00 49.0 $27,930.00
Brett Wilson Director $505.00 495 524,997.50
Lindsay Shierman Senior Consqltant $410.00 58.4 $23,944.00
Willtam Zheng-Bassier Senijor Consultant $410.00 14.0 $5,740.00
Linda Keily Consultant - §325.00 39.0 $12,675.00
Kathleen Foster Aduninistrative Professional $105.00 0.6 $63.00
Total Hours and Fees ‘ 446.8 $281,678.50
Business Meals $1,111.5%1
Lodging ' ' $5,398.30
Other/Misceilaneous $109.56
Transportation $12,035.66
Total Expenses $18,655.03
HST Registration No. 835718024RT0001 $39,043.36
Invoice Total for Current Period $339,376.89

HST Registration No. 335718024RT0001
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Date

TH#

Name

Hours

Amount

Narrative

o7i2aiy

O7/24M17

07/26/17

aTizTnT

72Ty

07128117

07/30M17
orizeHT

0727117
O7/26/17
07/25M7

072417

07/2917

arrzamy

072717

avi26/17

18569

18569

18569

18569

18569

18569

18569
14798

14798
14798
14798

14798

23261

23261

23261

23261

Brett Wilson

Brett Wilson

Brett Wilson

Brett Wilson

Brett Wilson

Bretl Wilson

Breft Wilson
Gregory Waison

Gregory Waison
Gregory Walson
Gregory Watson

Gregory Watson

James Robinscn

James Robinson

James Robinson

James Robinson

8,60

870

9.80

5.00

5.80

6.60

5.00

9.00

9.00
9.00

3.00

11.50

11.50

13,00

4,343.00

4,393.50

4,949,00

2,525.00

2,929.00

3,333.00

2,525,00
8,190,00

8,190.00
8,190.00
2,730.00

2,730.00

2,430,0C

8,165.00

B.165.00

$,230.00

Review and discussions with SCI, Corbeil and 5LH working group surrounding
critical vendors, advanced payments, security deposits and weekly
disbursements, ongoing vendar discussions, updating disbursement tracker,
reviewing weekly disburserments,discussions with working group regarding
same, updating information for weekly dashboard, cn-geing calls, meetings,
emails regarding same

Review and discussions with SCI, Corbeil and SLH working group surrounding
critical vendors, advanced payments, security dep