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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 ÉLECTRIQUE INC., S.L.H. TRANSPORT INC., THE 
CUT INC., SEARS CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES INC., 

INITIUM COMMERCE LABS INC., INITIUM TRADING AND SOURCING CORP., SEARS 
FLOOR COVERING CENTRES INC., 173470 CANADA INC., 2497089 ONTARIO INC., 

6988741 CANADA INC., 10011711 CANADA INC., 1592580 ONTARIO LIMITED, 955041 
ALBERTA LTD., 4201531 CANADA INC., 168886 CANADA INC. AND  

3339611 CANADA INC. 

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”. 
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2. The Initial Order, among other things: 

(a) 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; 

(c) 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”). 

3. Following the Comeback Motion, the Court extended the stay of proceedings to 

October 4, 2017.  In addition, the following orders were issued: 

(a) 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”); 

(c) 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”), 
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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. 

4. 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. 

5. 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. 

6. 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. 

7. 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”). 

8. 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 
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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: 

(a) 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; 

(c) 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  
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(f) the Monitor’s comments and recommendations in connection with the 

foregoing. 

C. TERMS OF REFERENCE 

11. 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”). 

12. Except as otherwise described in this Eleventh Report: 

(a) 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. 

13. 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. 

14. 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. 

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

Canadian Dollars. 
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16. 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 

17. 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 

18. 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”).   

19. On January 4, 2018, the Viking Transaction was completed in accordance with its terms. 

20. 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 

21. 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 

22. 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 
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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”). 

23. No successful bids for any remaining real property store leases were received by the 

Lease Bid Deadline1. 

24. 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 

25. 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 

26. As previously reported to the Court, the Applicants have received a number of proposals 

to purchase their various owned properties (the “Owned Properties”). 

                                                      

1 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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27. 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. 

28. The Applicants currently intend to take the following steps with respect to the Owned 

Properties: 

(a) in respect of certain properties where potential environmental issues have been 

identified, the Applicants are in the process of completing Phase III 

environmental assessments that will provide additional information for potential 

purchasers that will assist in the marketing process.  These Phase III 

environmental assessments are expected to be completed before the end of 

January; 

(b) 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 

(c) 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 

29. 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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30. 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. 

31. 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.   

32. Sears Canada advised the Monitor on December 11th 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. 
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Construction Liens 

33. 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. 

34. 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. 

35. 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. 

36. 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 

37. 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 
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Hardship Fund should be extended in a manner consistent with the proposed extension 

of the Stay Period. 

38. 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. 

39. 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 

40. 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.   

41. Neither Sears Canada nor the Pension Administrator requested a hearing with the FST. 

42. 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.   
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43. 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. 

44. Sears Canada has applied for party status and has been invited to a pre-hearing 

conference that the FST is currently seeking to schedule.   

45. The Monitor has also applied for party status.  The Monitor’s Application for Party 

Status will be dealt with at the pre-hearing conference.   

46. Based upon information received from the FST, the Monitor expects the pre-hearing 

conference to take place before the end of March. 

Liquidation Process 

47. 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. 

48. 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.   

49. 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 
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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 

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”); 
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(b) the dividend paid to certain Sears Canada shareholders on December 6, 2013 in 

the amount of approximately $509 million (the “2013 Dividend”); and 

(c) 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.   

Other Activities of the Monitor 

55. The Monitor has also undertaken the following activities: 

(a) 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; 

(c) 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 
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manner consistent with standards expected of similar processes under the 

CCAA; 

(d) 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; 

(e) worked with Employee Representative Counsel, Pension Representative 

Counsel and their advisors to respond to questions and provide information to 

their respective constituents;  

(f) worked with the Sears Canada Entities to ensure appropriate accounting for pre-

filing and post-filing obligations;  

(g) attended numerous meetings and teleconferences with stakeholders, their 

counsel and advisors; 

(h) attended regular board meetings and teleconferences; 

(i) planned and worked with the Sears Canada Entities to facilitate an orderly 

wind-down of their operations; 

(j) monitored the Second Liquidation Process; 

(k) responded to requests by former employees for financial assistance under the 

Employee Hardship Fund; 

(l) continued to operate and monitor its telephone hotline and email account for 

stakeholder inquiries and to respond to such inquiries; and 

(m) 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 4th 

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)                (11.1)             4.5                 
Sales Taxes (21.1)             -                 (21.1)             
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: 

(a) 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 
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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; 

(b) 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; 

(c) the positive variance in Merchandise Vendor disbursements of $2.0 million 

consists of a permanent variance primarily due to the recovery of vendor deposits; 

(d) 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; 

(e) 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; 

(f) 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; 

(g) 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; 

(h) 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 

(i) 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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facilities from the sale proceeds of the Corbeil business. As previously reported, 

the DIP Lenders have been repaid in full. 

58. 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.  

59. 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) 
 

  
  

 
  

Description Total Amount 
  

 
  

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 $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 
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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 CCAA2 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: 

(a) 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; 

(c) 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: 

(i) 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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(ii) 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. 

62. 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. 

63. 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. 

G. STAY EXTENSION 

64. The Stay Period currently expires on January 22, 2018.   

65. 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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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. 

66. 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 2nd 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. 

67. 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.   

68. 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. 

H. ADDITIONAL CLAIMS OFFICER 

69. 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. 

70. 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. 

71. 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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I. REMINGTON MOTION 

72. 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. 

73. 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.   

74. 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.  

75. 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. 

76. 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. 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. 

78. 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 

79. 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] 

80. 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. 

81. 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.   

82. The following examples illustrate the Monitor’s concern: 
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(a) 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.  

83. 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. 

84. 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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Fairness Among Creditors 

85. 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.   

86. 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. 

J. FEE APPROVAL MOTION 

87. The Monitor and its counsel, NRF, have each maintained detailed records of their time 

and disbursements with respect to these CCAA Proceedings.  

88. 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. 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.  

90. 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: 

(a) 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; 

(c) 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 3‐Feb‐18 10‐Feb‐18 17‐Feb‐18 24‐Feb‐18 3‐Mar‐18 10‐Mar‐18 17‐Mar‐18 24‐Mar‐18 31‐Mar‐18 7‐Apr‐18 14‐Apr‐18 21‐Apr‐18 28‐Apr‐18 Total
CCAA Filing Week 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 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)                        (4.2)                        (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)                        42.2                       (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)                        41.4                       (2.4)                        (1.4)                        (2.0)                        (2.2)                        (26.5)                   

Cash
Beginning Balance 84.2                       78.3                       71.3                       63.6                       32.4                       29.0                       23.9                       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)                        41.4                       (2.4)                        (1.4)                        (2.0)                        (2.2)                        (26.5)                   

Ending Cash Balance 78.3                       71.3                       63.6                       32.4                       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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