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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. 

AFFIDAVIT OF JONATHAN WYPYCH 
(Sworn March 1, 2018) 

The Applicants 

I, Jonathan Wypych, of the City of Toronto, in the Province of Ontario, MAKE 

OATH AND SAY: 

1. I am an associate at the law firm McMillan LLP ("McMillan"), legal counsel to 

the respondents Mr. Edward Lampert, ESL Investments Inc., ESL Partners, L.P., RBS 

Pminers, L.P., SPE I Partners, LP, ESL Institutional Pminers, LP, SPE Master I, LP, 

CRK Partners, LLC and ESL Investors, LLC. in this proceeding (the "Respondent 

Equity Holders"). As such, I have personal knowledge of the matters to which I herein 

depose, unless stated to be based on information and belief, in which case I state the 

source of my belief and believe it to be true. 

The ESL Respondents' Ownership Interests in Sears Canada, Inc. 

2. On November 13, 2012, the Respondent Equity Holders received equity interests 

in Sears Canada, Inc. ("Sears Canada") pursuant to a spin-off transaction by Sears 

Holdings Corporation ("Sears Holdings") in which Sears Holdings distributed some of 
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its shares in Sears Canada to Sears Holdings shareholders (the "2012 Spin-Off 

Transaction"). 

3. Immediately after the 2012 Spin-Off Transaction, the Respondent Equity Holders 

held a minority position of approximately 27.6 percent of the outstanding Sears Canada 

shares, while Sears Holdings retained majority ownership with approximately 51 percent 

of outstanding Sears Canada shares. 

4. Attached hereto as Exhibits "A" and "B" respectively are true copies of the 

Form 8-K filed by Sears Holdings on November 14, 2012 with the United States 

Securities and Exchange Commission ("SEC") disclosing the terms of the 2012 Spin

Off Transaction and Schedule 13D filed by the Respondent Equity Holders with the SEC 

on November 21, 2012 disclosing the Respondent Equity Holders' aggregate holdings in 

Sears Canada after the 2012 Spin-Off Transaction. 

The 2012 and 2013 Sears Canada Dividends 

5. The net earnings, cash reserves, and equity value for Sears Canada for 2011-2013 

are set forth in the table below: 

Financial Net Earnings Dividend Equity Value Cash and 
Year (loss) 1 Declared at end of Cash 

period Equivalents 
at end of 
_l)_eriod 

2011 (50.3) 0 1,092.0 400.2 

2012 101.2 101.9 1,076.4 238.5 

2013 446.5 509.4 1,073.8 513.8 

1 All figures are CAD$ million. 
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6. Attached hereto as Exhibit "C" to this affidavit is a true copy ofthe 2013 Annual 

Report of Sears Canada, Inc., which includes the financial statements for Sears Canada 

for fiscal years 2011, 2012 and 2013. 

7. Mr. Lampert did not serve on the board of Sears Canada when the board of 

directors of Sears Canada authorized the dividend paid by Sears Canada as of December 

20, 2012 (the "2012 Dividend") or the dividend paid by Sears Canada as of December 9, 

2013 (the "2013 Dividend"). 

8. Attached hereto as Exhibits "D","E", "F" and "G" are true copies of the 2012, 

2014,2015 and 2016 annual reports of Sears Canada. 

The ESL Respondents Purchase Additional Shares in Sears Canada After the 2012 
and 2013 Dividends 

9. Pursuant to a rights offering completed on October 26, 2014 (the "2014 Rights 

Offering"), the ESL Respondents paid approximately USD $168.5 million to Sears 

Holdings in exchange for additional equity interests in Sears Canada. As a result of the 

2014 Rights Offering, the ESL Respondents increased their aggregate equity holdings to 

46.7% of the outstanding shares of Sears Canada. 

10. Attached hereto as Exhibit "H" to this affidavit is a true copy of the October 26, 

2014 Schedule 13D SEC filing by the ESL Respondents disclosing (i) the aggregate 

consideration paid by the ESL Respondents' for Sears Canada shares in connection with 

the 2014 Rights Offering and (ii) the percentage of outstanding Sears Canada shares held 

by the ESL Respondents. 

11. The market value of the ESL Respondents' equity holdings in Sears Canada 

shortly after the 2014 Rights Offering was approximately USD $270,000,000. 

12. Attached hereto as Exhibit "I" to this affidavit is a true copy of the February 17, 

2015 Form 13F SEC filing by the ESL Respondents disclosing the market value ofthe 
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ESL Respondents' equity interests in Sears Canada in the first reporting period after the 

20 14 Rights Offering. 

AFFIRMED BEFORE ME at the City of 

Toronto, Province of Ontario, this 1st day of 

March,20~ 

A Commissioner for taking Affidavits (or as may be) 

Shannon Beverley Ste. Marie, a Commissioner, etc., 
Province of Ontario, while a Student-at-Law. 
Expires March 23, 2019. 

' -' 
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This is Exhibit "A" refened to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 20 18 

A Commissioner for taking Affidavits 

Shannon Beverley Ste. Marie, a Commissioner, etc., 
Province of Ontario, while a Student-at-Law. 
Expires March 23, 2019. 
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2/23/2018 Form 8-K 

8-K 1 d439446d8k.htm FORM 8-K 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM8-K 

CURRENT REPORT 

Pursuant to Section 13 or 15( d) of the 
Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): November 14, 2012 

SEARS HOLDINGS CORPORATION 
(Exact name of registrant as specified in charter) 

Delaware 
(State o•· Other Jurisdiction 

of Incorporation) 

3333 Beverly Road 
Hoffman Estates, Illinois 

(Address of principal executive offices) 

000-51217 
(Commission 
File Number) 

20-1920798 
(IRS Employer 

Identification No.) 

60179 
(Zip code) 

Registrant's telephone number, including area code: (847) 286-2500 

(Former name or former address, if changed since last report): Not Applicable 

Check the appropriate box below ifthe F01m 8-K filing is intended to simultaneously satisfY the filing obligation of the registrant 
under any of the following provisions (see General Instruction A.2. below): 

Written communications pursuant to Rule 425 under the Seculities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b )) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 

https:/lwww.sec.gov/Archives/edgar/data/1310067/000119312512468864/d439446d8k.htm 
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2/23/2018 Form 8-K 

Item 8.01 Other Events. 

On November I 4, 20 I 2, Sears Holdings Corporation issued a press release regarding its previously announced spin-off of a 
p01tion of its interest in Sears Canada Inc. The press release is attached hereto as Exhibit 99 .1. 

Item 9.01 Financial Statements and Exhibits. 

(d) Exhibits 

99 .I Press release dated November I 4, 2012. 

2 

https://www.sec.gov/Archives/edgar/data/131 0067/000119312512468864/d439446d8k.htm 
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2/23/2018 Form 8-K 

SIGNATURES 

Pursuant to the requirements ofthe Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its 
behalf by the undersigned thereunto duly authmized. 

Date: November 14, 2012 

3 

https://www.sec.gov/Archives/edgar/data/1310067/000119312512468864/d439446d8k.htm 

SEARS HOLDINGS CORPORATION 

By: /s/ Robe1t A. Riecker 
Robe1t A. Riecker 
Vice President, Controller and Chief Accounting 
Officer 
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2/23/2018 Form 8-K 9 

Exhibit Index 

99.1 Press Release dated November 14,2012. 

4 

https:/Jwww.sec.gov/Archives/edgar/data/1310067/000119312512468864/d439446d8k.htm 4/4 



2/23/2018 Press Release dated November 14, 2012 

EX-99.1 2 d439446dex991.htm PRESS RELEASE DATED NOVEMBER 14, 2012 
Exhibit 99.1 

NEWS MEDIA CONTACT: 
Sears Holdings Public Relations 

(84 7) 286-83 71 

FOR IMMEDIATE RELEASE: 
Nov. 14,2012 

SEARS HOLDINGS CORPORATION COMPLETES PARTIAL SPIN-OFF 
OF ITS INTEREST IN SEARS CANADA INC. 

HOFFMAN ESTATES, Ill.- Sears Holdings Corporation (NASDAQ: SHLD) ("Sears Holdings'') today announced that it completed its 
previously announced spin-off of a portion of its interest in Sears Canada Inc. (TSX: SCC) ("Sears Canada"). Sears Holdings 
distributed approximately 44.5% of the total issued and outstanding common shares of Sears Canada on a pro rata basis to holders of 
Sears Holdings common stock. Following the pmtial spin-off. Sears Holdings has an approximately 51% ownership interest in Sears 
Canada. 

The pmtial spin-offwas effective at 11:59 p.m. EST on November 13, 2012. At that time Sears Holdings' stockholders received 
0.4283 Sears Canada common shares for every share of Sears Holdings common stock held as of the close ofbusiness on November 1, 
2012, the record date for the spin-off. The distribution is taxable to Sears Holdings' stockholders for Canadian and U.S. federal 
income tax purposes. 

Sears Holdings will continue to be listed on the NASDAQ Global Select Market under the symbol "SHLD,'' and Sears Canada wi-ll 
continue to be listed on the Toronto Stock Exchange under the symbol "SCC". 

This press release shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securities 
in any state or count1y in which such offer, solicitation or sale would be unlawful. 

About Sears Holdings Corporation 

Sears Holdings Corporation is a leading integrated retailer with over 2,600 full-line and specialty retail stores in the United States and 
Canada and the home of SHOP YOUR WAY, a social shopping experience where members have the ability to eam points and receive 
benefits across a wide variety of physical and digital fonnats through Shop YourWay.com. Sears Holdings is the leading home 
appliance retailer as well as a leader in tools, lawn and garden, fitness equipment and automotive repair and maintenance. Key 
proprietmy brands include Kenmore, Craftsman and DieHard, with a broad apparel offering, including such well-known labels as 
Lands' End, the Kardashian Kollection, Jaclyn Smith and Joe Boxer, as well as Sofia by Sofia Vergara and The Count1y Living Home 
Collection. We are the nation's largest provider ofhome se1vices, with more than 15 million se1vice and installation calls made 
annually and have a long-established commitment to those who se1ve in the militmy through initiatives like the Heroes at Home 
program. We have been named the 2011 Mobile Retailer of the Year, Recipient of the 2012 ENERGY STAR® "Corporate Commitment 
Award" for Product Retailing and Energy 

https://www.sec.gov/Archives/edgar/data/1310067/000119312512468864/d439446dex991.htm 1/2 
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2/23/2018 Press Release dated November 14, 2012 

Management and one of the Top 20 Best Places to Work for Recent Grads. Sears Holdings Corporation operates through its 
subsidiaries, including Sears, Roebuck and Co. and Kmmi Corporation. For more info1mation, visit Sears Holdings' website at 
www.searsholdin~Zs.com. Twitter: IWsearsholdings llfacebook: http://www.facebook.com/SHCCareers 

https://www.sec.gov/Archives/edgar/data/1310067/000119312512468864/d439446dex991.htm 
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This is Exhibit "B" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 20 18 

AComm~avits 
Shannon Beverley Ste. Marie, a Commissioner, etc., 
Province of Ontario, whi le a Student-at-Law. 
Expires March 23, 2019. 
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2/23/2018 SC 130/A 

SC 13D/A 1 d443313dscl3da.htm SC 13D/A 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

SCHEDULE 13D 

Under the Securities Exchange Act of 1934 
(Amendment No. 1) 

Sears Canada Inc. 
(Name oflssuer) 

Common Shares, no par value 
(Title of Class of Securities) 

812340109 
(CUSIP Number) 

William H. Hinman, Jr. 
Simpson Thacher & Bartlett LLP 

2550 Hanover Street 
Palo Alto, CA 94304 

(650) 251-5000 
(Name, Address and Telephone Number of Person Authorized to Receive Notices and Communications) 

November 19,2012 
(DateofEventwhich Requires Filing of this Statement) 

Ifthe filing person has previously filed a statement on Schedule 130 to repoti the acquisition that is the subject of this Schedule 13 D, 
and is filing this schedule because of §§240.13d-1 (e), 240.13d-1 (t) or 240.13d-1 (g), check the following box ... 

Note: Schedules filed in paper f01mat shall include a signed original and five copies ofthe schedule, including all exhibits. See 
§240.13d-7 for other patiies to whom copies are to be sent. 

* The remainder ofthis cover page shall be tilled out for a repotiing person's initial filing on this f01m with respect to the subject 
class of securities, and for any subsequent amendment containing infotmation which would alter disclosures provided in a prior 
cover page. 

The inf01mation required on the remainder of this cover page shall not be deemed to be "'filed" for the purpose of Section 18 of the 
Securities Exchange Act of 1934 ("Act") or otherwise subject to the liabilities of that section of the Act but shall be subject to all 
other provisions of the Act (however, see the Notes). 

https:/Jwww.sec.gov/Archives/edgar/data/923727/000119312512479030/d443313dsc13da.htm 1/17 
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2/23/2018 SC 130/A 

CUSIP No. 81234Dt09 

1 NAMES OF REPORTING PERSONS 

ESL Partners, L.P. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instmctions) 

we 
5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 15,821,206 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 

EACH 9 SOLE DISPOSITIVE POWER 
REPORTING 

PERSON 15,821,206 
WITH 10 SHARED DISPOSITIVE POWER 

10,433,088 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

26,254,294 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES (See Instmctions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 11 

25.8% (I) 

14 TYPE OF REPORTING PERSON (See Instmctions) 

PN 

( 1) Based upon 1 01 ,877,622 Shares outstanding as of October 19, 2012, as disclosed in the Issuer's Registration Statement on F01m 
20-F that was filed by the Issuer with the Securities and Exchange Commission on October 23,2012 (the ·'Registration 
Statement"). 

2 

https:/lwww.sec.gov/Archives/edgar/data/923727/000119312512479030/d443313dsc13da.htrn 2/17 
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2/23/2018 SC 130/A 15 

CUSIP No. 81234 D1 09 

1 NAMES OF REPORTING PERSONS 

ESL Investors, L.L.C. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instmctions) 

(a) .. 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instmctions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 0 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 0 

WITH 10 SHARED DISPOSITIVE POWER 

0 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

0 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES (See Instmctions) 

.. 
13 PERCENT OF CLASS REPRESENTED BY AMQUNT IN ROW II 

0.0% (I) 

14 TYPE OF REPORTING PERSON (See Instmctions) 

00 

(I) Based upon 10 I ,877,622 Shares outstanding as of October 19, 2012, as disclosed in the Registration Statement. 

3 
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2/23/2018 SC 130/A 16 

CUSIP No. 81234Dl09 

1 NAMES OF REPORTING PERSONS 

SPE I Pmtners, LP 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instructions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 830,852 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 830,852 

WITH 10 SHARED DISPOSITIVE POWER 

0 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

830,852 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES (See Instructions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 1 I 

0.8% (I) 

14 TYPE OF REPORTING PERSON (See Instructions) 

PN 

(I) Based upon 101,877.622 Shares outstanding as of October 19, 2012, as disclosed in the Registration Statement. 

4 

https://www.sec.gov/Archives/edgar/data/923727/000119312512479030/d443313dsc13da.htm 4/17 



2/23/2018 SC 130/A 17 

CUSIP No. 81234D109 

1 NAMES OF REPORTING PERSONS 

SPE Master I, LP 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instructions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF I ,068,522 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON I ,068,522 

WITH 10 SHARED DISPOSITIVE POWER 

0 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

I,068,522 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW II EXCLUDES CERTAIN SHARES (See Instructions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 1I 

1.0% (1) 

14 TYPE OF REPORTING PERSON (See Instructions) 

PN 

(I) Based upon I 01 ,877,622 Shares outstanding as of October I9, 20 I2, as disclosed in the Registration Statement. 

5 
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2/23/2018 SC 130/A 18 

CUSIP No. 812340109 

1 NAMES OF REPORTING PERSONS 

RBS Pminers, L.P. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instmctions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 17,720,580 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 17,720,580 

WITH 10 SHARED DISPOSITIVE POWER 

10,433,088 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

28,153,668 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW II EXCLUDES CERTAIN SHARES (See Instmctions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW II 

27.6%(1) 

14 TYPE OF REPORTING PERSON (See Instructions) 

PN 

(I) Based upon I 01,877,622 Shares outstanding as of October 19,2012, as disclosed in the Registration Statement. 

6 
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2/23/2018 SC 130/A 19 

CUSIP No. 812340109 

1 NAME OF REPORTING PERSON 

ESL Institutional Partners, L.P. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS 

N/A 

5 CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 4,381 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 4.381 

WITH 10 SHARED DISPOSITIVE POWER 

0 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

4,381 

12 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN SHARES 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11) 

0.0%(1) 

14 TYPE OF REPORTING PERSON (See Instructions) 

PN 

( 1) Based upon 101,877,622 Shares outstanding as of October 19, 2012, as disclosed in the Registration Statement. 

7 
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2/23/2018 SC 130/A 20 

CUSIP No. 812340109 

1 NAMES OF REPORTING PERSONS 

RBS Investment Management, L.L.C. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instructions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 4,381 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 4,381 

WITH 10 SHARED DISPOSITIVE POWER 

0 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

4,381 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES (See Instructions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 11 

0.0% (1) 

14 TYPE OF REPORTING PERSON (See Instructions) 

00 

(I) Based upon 101,877,622 Shares outstanding as of October 19, 2012, as disclosed in the Registration Statement. 
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CUSIP No. 812340109 

1 NAMES OF REPORTING PERSONS 

CRK Pattners, L.L.C. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instructions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF 319 

SHARES 8 SHARED VOTING POWER 
BENEFICIALL'r 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 319 

WITH 10 SHARED DISPOSITIVE POWER 

0 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

319 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES (See Instructions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 11 

0.0% (1) 

14 TYPE OF REPORTING PERSON (See Instructions) 

00 

(I) Based upon I 0 I ,877,622 Shares outstanding as of October I9, 20 I2, as disclosed in the Registration Statement. 
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CUSIP No. 81234Dl 09 

1 NAMES OF REPORTING PERSONS 

ESL Investments, Inc. 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instructions) 

N/A 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

Delaware 

7 SOLE VOTING POWER 

NUMBER OF I7,725,280 

SHARES 8 SHARED VOTING POWER 
BENEFICIALL'r 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON I7,725,280 

WITH 10 SHARED DISPOSITIVE POWER 

I0,433,088 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

28,158,368 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW II EXCLUDES CERTAIN SHARES (See Instructions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW II 

27.6% (I) 

14 TYPE OF REPORTING PERSON (See Instructions) 

co 

(I) Based upon I 0 I ,877,622 Shares outstanding as of October I9, 2012, as disclosed in the Registration Statement. 
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CUSIP No. 812340109 

1 NAMES OF REPORTING PERSONS 

Edward S. Lampe1i 

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP (See Instructions) 

(a) x 
(b) .. 

3 SEC USE ONLY 

4 SOURCE OF FUNDS (See Instructions) 

PF 

5 CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 

.. 

6 CITIZENSHIP OR PLACE OF ORGANIZATION 

United States 

7 SOLE VOTING POWER 

NUMBER OF 28,158,368 

SHARES 8 SHARED VOTING POWER 
BENEFICIALLY 

OWNED BY 0 
EACH 9 SOLE DISPOSITIVE POWER 

REPORTING 
PERSON 17,725,280 

WITH 10 SHARED DISPOSITIVE POWER 

10,433,088 

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

28,158,368 

12 CHECK IF THE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES (See Instructions) 

.. 

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 11 

27.6% (1) 

14 TYPE OF REPORTING PERSON (See Instructions) 

IN 

(1) Based upon 101,877,622 Shares outstanding as of October 19, 2012, as disclosed in the Registration Statement. 
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This Amendment No.1 to Schedule 130 (this ''Amendment") relates to common shares, no par value (the "Shares"), of Sears 
Canada Inc., a corporation organized under the laws of Canada (the "Issuer"). This Amendment amends the Schedule 130, as 
previously filed with the Securities and Exchange Commission by ESL Pminers, L.P., a Delaware limited pminership ("Pmtners''), ESL 
Investors, L.L.C., a Delaware limited liability company ("Investors"), SPE I Partners, LP, a Delaware limited pmtnership ("SPE !"), SPE 
Master I, LJ>, a Delaware limited pa1tnership ("SPE Master!"), RBS Pmtners, L.P., a Delaware limited pmtnership ("RBS"), ESL 
Institutional Pmtners, L.P., a Delaware limited pa1tnership ("Institutional"), RBS Investment Management, L.L.C., a Delaware limited 
liability company ("RBSIM"), CRK Pmtners, L.L.C, a Delaware limited liability company ("CRK"), ESL Investments, Inc., a Delaware 
corporation ("ESL''), and EdwardS. Lampe1t, a United States citizen, by furnishing the inf01mation set f01th below. Pminers, Investors, 
SPE I, SPE Master I, RBS, Institutional, RBSIM, CRK, ESL and Mr. Lampe1t are collectively defined as the "Rep01ting Persons." 
Except as otherwise specified in this Amendment, all previous Items are unchanged. Capitalized terms used herein which are not 
defined herein have the meanings given to them in the Schedule 130, as previously filed with the Securities and Exchange 
Commission. 

The Rep01ting Persons are filing this Amendment to rep01t the private sale by Investors of680,533 Shares to Pmtners and 
380,848 Shares to Mr. Lampert. Following this transaction, the aggregate number of Shares beneficially owned by the Reporting 
Persons did not change, but Investors no longer beneficially owns any Shares. Consequently, this will serve as an exit filing for 
Investors. 

Item 3. Source and Amount of Funds or Other Consideration. 

Item 3 of the Schedule 13D is hereby amended and supplemented as follows: 

On November 19, 2012, in a private sale, Investors sold 680,533 Shares to Pmtners for $10.9868 per Share for an aggregate 
purchase price of approximately $7,476,880 and 380,848 Shares to Mr. Lampe1t tor the same price per Share for an aggregate 
purchase price of approximately $4,184,3 01. Pmtners used working capital to purchase the Shares and Mr. Lampe1t used personal 
funds. 

Item 4. Purpose ofthe Transaction. 

Item 4 of the Schedule 13 Dis hereby amended and restated in its entirety as follows: 

On November 19,2012, Investors sold 680,533 Shares to Pmtners and 380,848 Shares to Mr. Lampe1t in a private sale. 
Following this transaction, the aggregate number of Shares beneficially owned by the Rep01ting Persons did not change, but Investors 
no longer beneficially owns any Shares. Partners and Mr. Lampe1i purchased the Shares and Investors sold the Shares in this 
transaction as pa1t oftheir ordinary course investment activities. 

The Rep01ting Persons plan to review their investment in the Issuer on a continuing basis. Depending upon each factor 
discussed below and each other factor (which may be unknown at this time) that is or may become relevant, the Rep01ting Persons 
plan to consider, among other things: (a) the acquisition by the Rep01ting Persons of additional securities of the Issuer, or the 
disposition of securities of the Issuer; (b) an extraordinary corporate transaction, such as a merger, reorganization or liquidation, 
involving the Issuer or any of its subsidiaries; (c) a sale or transfer of a material amount of assets of the Issuer or any of its subsidiaries; 
(d) changes in the present board of directors or management of the Issuer; (e) a material change in the present capitalization or 
dividend policy of the Issuer; (f) any other material change in the Issuer's business or corporate structure; (g) changes in the Issuer's 
certificate of incorporation or bylaws or other actions which may impede the acquisition of control ofthe Issuer by any person; 
(h) causing any class of the Issuer's securities to be delisted fi·om a national securities exchange or to cease to be authorized to be 
quoted in an inter-dealer quotation system of a registered national securities association; (i) a class of equity securities of the Issuer 
becoming eligible for tennination of registration pursuant to Section 12(g)(4) of the Act; or (j) any action similar to those enumerated 
above. 
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Any open market or privately negotiated purchases or sales, acquisition recommendations or proposals or other transactions may 
be made at any time without prior notice. Any altemative may depend upon a variety offactors, including, without limitation, cun·ent 
and anticipated future trading prices of the securities, the financial condition, results of operations and prospects of the Issuer and 
general indust1y conditions, the availability, fmm and te1ms of financing, other investment and business oppmtunities, general stock 
market and economic conditions, tax considerations and other factors. Although the foregoing reflects plans and proposals presently 
contemplated by each Repmting Person with respect to the Issuer, the foregoing is subject to change at any time and dependent upon 
contingencies and assumed and speculative conditions, and there can be no assurance that any of the actions set fo1th above will be 
taken. 

Except as desc1ibed herein or to the extent that the foregoing may be deemed to be a plan or proposal, none of the Repmting 
Persons cmTently has any plans or proposals that relate to or would result in any of the actions specified in clause (a) through (j) of 
Item 4 of Schedule 130. Depending upon the foregoing factors and to the extent deemed advisable in light oftheir general 
investment policies, or other factors, the Repmting Persons may, at any time and fi:om time to time, fmmulate other purposes, plans or 
proposals regarding the Issuer or the Shares, or any other actions that could involve one or more of the types of transactions or have 
one or more ofthe results desciibed in paragraphs (a) through (j) ofltem 4 of Schedule 130. The foregoing is subject to change at any 
time, and there can be no assurance that any of the Reporting Persons will take any of the actions set fmth above. 

Item 5. Interest in Securities ofthe Issuer 

Item 5 ofthe Schedule 130 is hereby amended and restated in its entirety as follows: 

(a)-(b) Each Repmting Person declares that neither the filing ofthis statement nm· anything herein shall be construed as an 
admission that such person is, for the purposes of Section 13(d) or 13(g) of the Securities Exchange Act of 1934, as amended (the 
"Act"), or any other purpose, the beneficial owner of any securities covered by this statement. 

Each Repmting Person other than Investors may be deemed to be a member of a group with respect to the Issuer or 
securities of the Issuer for the purposes of Section 13(d) or 13(g) of the Act. Each Repo1ting Person declares that neither the filing of 
this statement nor anything herein shall be constmed as an admission that such person is, for the purposes of Section 13(d) or 13(g) of 
the Act or any other purpose, (i) acting (or has agreed or is agreeing to act) with any other person as a partnership, limited pa1tnership, 
syndicate, or other group for the purpose of acquiring, holding, or disposing of securities of the Issuer or otherwise with respect to the 
Issuer or any securities ofthe Issuer or (ii) a member of any syndicate or group with respect to the Issuer or any securities of the Issuer. 

As ofNovember 21,2012, the Repmting Persons may be deemed to beneficially own the Shares as set forth in the table 
below. 51,962,392 Shares held by Sears Holdings are excluded fi·om the table below. As ofNovember I, 2012, Pmtners, Investors, SPE 
I, SPE Master I, RBS, ESL and Mr. Lampe1t beneficially owned 55.3%, 2.3%, 1.8%, 2.3%, 61.8%, 61.8% and 61.8%, respectively, of 
the total outstanding common stock of Sears Holdings. Institutional, RBSIM and CRK and each owned less than 0.1% of the total 
outstanding common stock of Sears Holdings as ofNovember I, 2012. The Repmting Persons disclaim beneficial ownership of the 
Shares held by Sears Holdings. 
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~·, -~- ..... -- -·-- '''""·•- -· 

NUMBER OF PERCENTAGE 
SHARES OF SOLE SHARED SOLE SHARED 

BENEFICIALLY OUTSTANDING VOTING VOTING DISPOSITIVE DISPOSITIVE 
FILING PERSON OWNED SHARES POWER POWER POWER POWER 

ESL Partners, L.P. 26,254,294 25.8% 15,821,206 0 15,821,206 1 0,433,088(6) 
ESL Investors, L.L.C. 0 0.0% 0 0 0 0 
SPE I Partners, LP 830,852 0.8% 830,852 0 830,852 0 
SPE Master I, LP 1,068,522 1.0% I ,068,522 0 1,068,522 0 
RBS Partners, L.P. 28,153,668 27.6% 17,720,580(1) 0 17,720,580(1) 10,433,088(6) 
ESL Institutional Partners, L.P. 4,381 0.0% 4,381 0 4,381 0 
RBS Investment Management, 

L.L.C. 4,381 0.0% 4,381 (2) 0 4,381(2) 0 
CRK Pminers, L.L.C. 319 0.0% 319 0 319 0 
ESL Investments, Inc. 28,158,368 27.6% 17,725,280(3) 0 17,725,280(3) 10,433,088(6) 
Edward S. Lampeii 28,158,368 27.6% 28,158,368(4) 0 I 7 ,725,280(5) 1 0,433,088(6) 

(1) This number consists of 15,821,206 Shares held by Pa1iners, 830,852 Shares held by SPE I and 1,068,522 Shares held by SPE 
Master I. RBS is the general paiiner of, and may be deemed to indirectly beneficially own securities held by Pminers, SPE I and 
SPE Master I. 

(2) This number consists of 4,3 81 Shares held by Institutional. RBSIM is the general partner of, and may be deemed to indirectly 
beneficially own securities held by, Institutional. 

(3) This number consists of 15,821,206 Shares held by Pminers, 830,852 Shares held by SPE I, 1,068,522 Shares held by SPE Master 
I, 4,3 81 Shares held by Institutional and 319 Shares held by CRK. ESL is the general partner ofRBS and is the sole member of 
CRK, and may be deemed to indirectly beneficially own securities that may be deemed to be indirectly beneficially owned by 
RBS and CRK. ESL is the manager of, and may be deemed to indirectly beneficially own securities that may be deemed to be 
indirectly beneficially owned by, RBSIM. 

(4) This number consists of 15,821,206 Shares held by Paiiners, 830,852 Shares held by SPE I, I ,068,522 Shares held by SPE Master 
I, 4,3 8 I Shares held by Institutional, 319 Shares held by CRK and I 0,433,088 Shares held by Mr. Lampert. Mr. Lampeii is the 
Chai1man, Chief Executive Ofticer and Director ot: and may be deemed to indirectly beneficially own securities that may be 
deemed to be indirectly beneficially owned by, ESL. 

(5) This number consists of 15,82 I ,206 Shares held by Pminers, 830,852 Shares held by SPE I, I ,068,522 Shares held by SPE Master 
L 4,3 81 Shares held by Institutional, and 3 I 9 Shares held by CRK. Mr. Lampeii is the Chainnan, Chief Executive Officer and 
Director of, and may be deemed to indirectly beneficially own securities that may be deemed to be indirectly beneficially owned 
by, ESL. 
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(6) This number consists of I 0,433,088 Shares held by Mr. Lampert. Patiners has entered into a Lock-Up Agreement (the "Lock-Up 
Agreement") with Mr. Lampe1i that restricts the purchase and sale of securities held by Mr. Lampe1t. Pursuant to the Lock-Up 
Agreement, Patiners may be deemed to have shared dispositive power over, and to indirectly beneficially ovm, securities held by 
Mr. Lampe1i. RBS, ESL and Mr. Lampe1i may also be deemed to have shared dispositive power over such securities. 

(c) Other than the transactions described in Item 3 hereof, since the filing of the Schedule I 3D on November I 3, 2012 , there were no 
transactions in the Shares, or securities conveiiible into, exercisable for or exchangeable for the Shares, by the Rep01ting Persons. 

(d) Not applicable. 

(e) On November 19,2012, Investors ceased to beneficially own any Shares. 
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SIGNATURE 

After reasonable inquiry and to the best of my knowledge and belief, I ce1iif)r that the infmmation set fmih in this statement is tme, 
complete and con·ect. 

November 21,2012 
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ESL PARTNERS, L.P. 

By: RBS Pminers, L.P., as its general pminer 

By: ESL Investments, Inc., as its general partner 

By: /s/ EdwardS. Lampert 
Name: Edward S. Lampert 
Title: Chief Executive Officer 

ESL INVESTORS, L.L.C. 

By: RBS Partners, L.P., as its manager 

By: ESL Investments, Inc., as its general pa1iner 

By: /s/ Edward S. Lampe1i 
Name: Edward S. Lampe1i 
Title: Chief Executive Officer 

SPE I PARTNERS, LP 

By: RBS Pa1iners, L.P., as its general pa1iner 

By: ESL Investments, Inc., as its general pminer 

By: /s/ EdwardS. Lampe1i 
Name: Edward S. Lampe1i 
Title: Chief Executive Officer 

SPE MASTER I, LP 

By: RBS Pminers, L.P., as its generaL pa11ner 

By: ESL Investments, Inc., as its general pminer 

By: Is/ EdwardS. Lampe1i 
Name: Edward S. Lampe1i 
Title: Chief Executive Officer 

RBS PARTNERS, L.P. 

By: ESL Investments, Inc., as its general partner 

By: Is/ Edward S. Lampe1i 
Name: Edward S. Lampe1i 
Title: Chief Executive Officer 
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ESL INSTITUTIONAL PARTNERS, L.P. 

By: RBS Investment Management, L.L.C., as its 
general pmtner 

By: ESL Investments, Inc., as its manager 

By: Is! EdwardS. Lampe1t 
Name: Edward S. Lampe1t 
Title: ChiefExecutive Officer 

RBS INVESTMENT MANAGEMENT, L.L.C. 

By: ESL Investments, Inc., as its manager 

By: Is! EdwardS. Lampe1t 
Name: Edward S. Lampe1t 
Title: ChiefExecutive Officer 

CRK PARTNERS, L.L.C. 

By: ESL Investments, Inc., as its sole member 

By: Is! EdwardS. Lampe1t 
Name: Edward S. Lampe1t 
Title: Chief Executive Officer 

ESL INVESTMENTS, INC. 

By: Is! EdwardS. Lampert 

Name: Edward S. Lampe1t 
Title: Chief Executive Officer 

EDWARDS. LAMPERT 

Is! Edward S. Lampe1t 

Edward S. Lampert 
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This is Exhibit "C" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1ST day of March, 2018 

~~ 
A Co~sioner for taking Affidavits 

Shannon Beverley Ste. Marie, a Commissioner, etc., 
Province of Ontario, while a Student-at-Law. 
Expires March 23, 2019. 
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Financial Highlights 

Unless otherwise noted, 2013 results reflect a 52-week period while 2012 results reflect a 53-week period. 

(in CAD millions, except per share amounts) 

Total revenue 

Same store sales(%)" 

Adjusted EBITDA2 

Net earnings 

Cash and cash equivalents 

Working capital 

Inventories 

Total assets 

Total long-term obligations. including 
principal payments on long-term 
obligations due within one year 

Shareholders' equity 

Per share of capital stock 

Basic net earnings 

Diluted net earnings 

Shareholders· equity 

$ 

$ 

$ 

$ 

$ 

Fiscal2013 

3,991.8 
(2.7)% 

35.7 

446.5 

As at 
February I, 2014 

513.8 
567.0 

774.6 

2,392.3 

35.9 
1,073.8 

As at 
February 1, 2014 

4.38 

4.38 
10.54 

Fiscal 201i 

$ 4.346.5 

(5.6)% 

73.5 

101.2 

As at 
February 2, 2013 1 

$ 238.5 

410.7 

851.4 

2.504.7 

59.4 

1.076.4 

As at 
February 2. 2013 1 

$ 0.99 

$ 0.99 

$ 10.57 

I r/((justed to rejlect the dwnges resu/Jing.fi·o/11 tin' retrospecth·e arplicalion <?f"the change in accouming polh:l' rela!etl to the adopthm l!(Cu.:couming 
standard "IF!<,\ II . Joi/11.-lrrangemellfs ··. 

] ,\ 'ame slore .wles aml.-l<(justf!d J:}jrf'J)rl are operclfing pe1jimnam:e and 11011-l111enwrional Financial Neporling Standards ("1/·R.\") mea.wres. re.\·pecth·e~l'. ,\'ee 
.\'ec:lion Je "I ~'ie rdNon-IFR.\' A.Jeas/l!'es. A!easures f!(t Jperat;,1g l)t!r/imuauce am/ Ne('(mcilimirm <?{N et l:'arnings lo Adjll.\"ll!d I:"HII"/>.4 ··. 

Revenue was $3.991 .8 mi II ion tor the 52-week period ended February I. 2014 (""Fiscal 20 I 3'") compared to $4.346.5 
million tor the 53-week period ended February 2. 2013 r·Fiscal 20 I 2"), a decrease of$354.7 million. The decrease 
was primarily attributable to sales declines in home furnishings. fitness. home decor. Craftsman@. Air. Water & Paint 
( .. CA WP .. ) and electron ics categories. partially offset by higher revenue from footwear. children ·swear and men's 
wear. Other merchandise revenue decreased by $134.8 million. primarily due to the li censing arrangement with SHS 
Services Management Inc. A further decrease of$70.9 million was attributable to the closure of tour Full -Line stores 
during Fiscal 2012. Revenue was also negatively impacted by approxi mately $48.2 million due to the loss of the 
53rd week compared to Fiscal 2012. 

Same store sales decreased 2.7% compared to Fi scal 2012. Same store sales is a measure of operating performance 
used by management. the retail industry and investors to compare store operations. excluding the impact of store 
openings and closures. See Section I e .. Use of Non-I FRS Measures. Measures of Operating Performance and 
Reconciliation of Net Earnings to Adjusted EBITDA:· 

Gross margin rate "as 36.2% tor Fiscal 20 13 compared to 36.7% in Fiscal 2012. The decrease in gross margin rate 
in Fiscal 2013 compared to Fiscal2012 was due primarily to reduced margin in home furnishings. fitness. CAWP. 
electron ics. and Major Appliances. 

Fiscal2013 Adjusted EBITDA was $35 .7 million compared to $73.5 million tor Fiscal2012. Adjusted EBITDA is 
a non-IFRS measure. See Section le ··use of Non-IFRS Measures, Measures of Operating Performance and 

2 
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Reconciliation ofNet Earnings to Adjusted EBITDA'' regarding the use ofnon-IFRS measures and an explanation 
of components of Adjusted EBITDA for respective periods. 

Basic net earnings per common share was $4.38 in Fiscal2013 compared to a basic net earnings per common share 
of$0.99 for Fiscal 2012. 

Total cash and cash equivalents was $513.8 million as at February L2014 compared to $238.5 million as at February 2, 
2013. The increase of $275.3 million was primarily due to proceeds from lease terminations and lease amendments 
of $590.5 million and proceeds from the sale of interests in ce1tain joint arrangements of $315.4 million in Fiscal 
2013, pmtially offset by a $509.4 million dividend payment in Fiscal2013. purchases of$70.8 million in prope1ty, 
plant and equipment and intangible assets, and settlement of long-term obligations of $30.1 million primarily 
associated with the divested interest in ce1tain joint arrangements. 
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A Solid Foundation for a Stronger Future 

Letter to Our Shareholders 

A message from Douglas Campbell, President and Chief Executive Officer 

Sears Canada is focused on re-establishing business fundamentals, creating a solid foundation on which we can 
grow and establish a strong future. While there were visible improvements to Sears over the past few years, 
the foundation to support and sustain many of these improvements was not sufficient. Consequently, we did 
not see the long-term results on which we were counting. To ensure that initiatives in the future can have long
term success, we are improving our planning process, investing in systems and standardizing store execution 
principles. 

The pace at which the enterprise has been moving since late 2013 and early 2014 to improve our results has 
been accelerating significantly. The management team is reviewing all areas of the organization and 
implementing continuing improvement initiatives. 

Going forward, we will create maximum value through the use of three levers: merchandising, operating 
efficiency and network optimization. All three levers were used in 2013 and will continue to be employed in 
2014. 

Merchandising 

The Merchandising lever incorporates those elements which relate to our relationship with the Canadian 
consumer and the goods and services we offer them. Our focus is on this lever because it is the key to long 
term organic growth in revenue and gross margin. 

While there are several initiatives underway that relate to the work we are doing within this lever, the key ones 
center on: 

Sears Value Proposition 
Product Development 
Retail Fundamentals 
Direct Business 

Sears Value Proposition 
Sears history began over 60 years ago serving suburban· and rural working Canadian families with a value 
proposition based on quality merchandise for a reasonable price. Today, Canadians of all walks oflife, income 
levels and communities come to Sears because the elements of our value proposition still resonate. 

Providing products to our customers that represent great value is paramount to our success. Value is a word 
that is thrown around a lot in the retail industry and often undefined. For Sears, it is a balance of price, quality 
and service. Those three elements presented in the right balance through the products we offer and the services 
we provide differentiate Sears in the marketplace. Many retailers are moving their proposition fmther and 
futther upscale becoming more ''exclusive" in the customers they serve. For Sears, we are focusing our value 
proposition on being an "inclusive" retailer serving all Canadians who share our view of value as that right 
balance of price, quality and service. 

Product Development 
We are increasing the products we offer under "Canada's Best", a seal of approval that is assigned to carefully 
selected fashion and home products that meet the highest standards in quality, style and innovation, and which 
we offer at unexpectedly reasonable prices. Our Alpinetek women's downfilled winter parka at $179.97, the 
Jessica women's washable suit at $79.97 and the 75,000 BTU Kenmore gas grill at $499.97 are great examples 
of this program. 
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We continue to develop our private brands to resonate with the lifestyle of Canadians. Our Pure NRG Athletics 
women's activewear brand introduced in January of2014 is an example of capitalizing on the growth ofyoga, 
activewear and casual spmiswear. The success of this line after just a few weeks is encouraging. We also 
introduced a private brand of casual men's sportswear in our Spring 2014 LOOK! report. The relaxed Logan 
Hill line of mix and match separates features cargo pants, chinos, shmis, sweaters, wovens, and knits from 
$12.97. 

Programs like these resonate well with customers and helped us gain a positive same-store sales increase in our 
Apparel and Accessories business of 4.2 percent in 2013 vs. 2012. 

National Brands with exclusivity also provide value to Sears customers. We introduced Carter's and OshKosh 
children's apparel during the year, and Penningtons plus-sized apparel for women. We also launched Just Keep 
Livin' (JKL), the men's apparel line inspired by actor Matthew McConaughey's laid-back style. A pmiion of 
the proceeds of JKL suppmi our long-time community pminer, Boys and Girls Clubs of Canada. Brands like 
these help improve our apparel offering and complement the work we are doing with private brands. 

We rebranded our Sears-0-Pedic mattress sets to Whole Home to broaden the scope of this home decor private 
brand. In addition, we continued to dominantly market Kenmore, Canada's number one brand of major 
appliances. 

As we move forward in 2014, we will continue to introduce products in either private brands or exclusives to 
bring differentiation and innovation to our customers. 

Retail Fundamentals 
By the end of20 13, we had refreshed or reset 58 of our full-! ine stores, with emphasis on merchandise presentation 
and standards. While we are pleased with how these stores look, we need to improve how we are executing on 
the fundamentals of the business. 

It is futile to provide great shopping environments and not have what a customer wants when they want it. A 
great merchandise presentation isn't going to help sales without core sizes and colours being available to the 
customer. Going forward, we plan to invest in replenishment systems and training that are going to keep us in 
stock while improving inventory turns. 

We also need to improve the balance of inventory we devote to frequently sought-after essentials. As we develop 
our retail fundamentals, we are focusing on stock levels in core merchandise as a priority, before moving on to 
other items which sometimes come with more risk. 

Related to this is the tailoring of our assotiments. In many categories, we are over assorted. For example, a 
selection of 20-plus toasters on!)' confuses customers rather than help them. Our approach is to reduce the 
breadth of our assotiment and use those dollars to buy adequate depth of the best items. 

Effective management ofinventory principles is another impmiant retail fundamental. Reducing aged inventory 
allows us to buy current season goods in substantial enough quantities to stay in stock. We were successful in 
reducing our year-end inventory in 2013 by $76.8 million versus the end of2012. Taking advantage ofthe 
winter that lingered, our direction to stores was to clear out the remaining fall-winter inventory from store 
stockrooms and move everything to the floor priced to sell during January and February of2014. Our intention 
going forward is to have inventory arrive in store and move directly to the selling floor where customers can 
see it. We need to flow the merchandise better on a consistent basis; this work represents a sizable amount of 
our effort in 20 I 4 and we believe the payback will be significantly increased customer satisfaction and improved 
inventory turns. 
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Direct Business 
As Canadians continue to embrace e-commerce, we are proactively managing a shift from catalogue to internet. 
In 2013, we experienced growth in internet that exceeded the catalogue decline. Our internet business and 
infrastructure to support it will be a focus of investment in 2014. 

Operating Efficiency 

Operating efficiency centers on prudent expense management and identifying inefficiencies within the business. 
In the immediate term, this is a priority for Sears because the initiatives we are undertaking are giving us time 
and capacity to establish the retail fundamentals that support our improved merchandising. 

Three key components of the Operating Efficiency lever where we undertook substantial initiatives during 2013 
are: 

Expense Management 
Outsourcing 
Right-Sizing 

Expense Management 
When we remove the transformation expenses which are primarily related to severance, we reduced total 
operating expenses in 2013 by $98 million versus 2012. The reductions we implemented are the result of a 
stringent review of our business practices, and the identification of where we can be more cost efficient without 
affecting profitable revenue generation or customer service. 

Outsourcing 
Outsourcing is a practice we consider for non-core activities requiring significant investment when we can find 
a partner who can provide our customers with the level of service they would expect from Sears. For example, 
during 2013 we announced outsourcing for some of our customer call centre activities, some information 
technology, some finance, accounting and payroll, and some indirect procurem~nt. To maintain these operations 
as part of Sears would have taken significant investments in technology and resources. Doing so would take 
away from the investment we want to make to support our core business, such as stores, marketing, replenishment 
system upgrades and other important information technology enhancements. 

Right-Sizing 
We also took the opportunity in 2013 to right-size the organization, including the restructure of certain b~sinesses 
such as Repair Services and Parts and the de-layering ofthe management structure. We will continue to optimize 
the structure ofthe Company to more closely align to the size and needs of the current business. 

Network Optimization 

The Network Optimization lever is focused on maximizing the return the Company receives through its assets 
such as real estate and non-core businesses. In considering its real estate, the Company will evaluate 
opportunities that may become available to monetize assets when the market value of those assets exceeds the 
retailing value. Concurrently, the Company seeks creative ways to optimize and unlock the value of non-core 
assets in the network such as specialized businesses or non-retail related services. 

Three key initiatives during 2013 which we announced were: 
Store leases 
Joint Arrangement 
Burnaby Development 
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Store Leases 
In 2013, in response to substantial offers fi·om landlords, we terminated leases early on seven stores, with an 
option on an eighth, for total consideration of$591 million. While the stores involved were profitable, the value 
ofthe transaction far exceeded the EBITDA we could have realized in those stores even over a period of many 
years. While we have no plans to vacate additional stores, we continue to review our portfolio and may consider 
proposals that will substantially create value without affecting our presence as a major national retailer, or our 
focus on suburban, mid-market and rural locations. 

Joint Arrangement 
We sold a 50% joint arrangement interest for $315 million in eight prope1ties that we owned. The properties 
involved are comprised offour regional shopping centres, two strip centres and two open-format retail centres. 
While some of these prope1ties contain a Sears location, any Sears store currently situated on these properties 
will remain in operation and we expect no impact on customers or associates in these stores as a result of this 
transaction. 

Burnaby Development 
In association with Concord Pacific Group of Companies, we are pursuing the development ofthe Sears site 
located at one of Canada's most important shopping centres, Metropolis at Metrotown in Burnaby, British 
Columbia. Sears submitted an application to the City ofBurnaby regarding nine acres ofthe Company's prope1ty 
on and adjacent to its store at that location. The vision of the redevelopment is a major urban-infill project 
consisting of seven residential and office high-rises along with ground-level retail. While it is still too early to 
tell if conditions will allow the project to proceed, it is important to note that the Company has the potential to 
use assets to earn potential income and continue to operate a store with access to a great number of new condo 
residents and workers who will occupy the buildings planned for this space. 

A Solid Foundation for a Stronger Future 

Establishing a solid foundation for a stronger future requires the commitment of everybody in the organization. 
I want to thank our associates, coast to coast, for their supp01t and hard work as we plan for the future of Sears 
Canada. I am excited by the energy of our team and their desire to make the Company better. Together, we 
are taking steps today that will allow us to continue serving customers as a major national retailer in stores and 
through our Direct channel now and in the years ahead. 

Sincerely, 

Douglas Campbell, 
President and Chief Executive Officer 
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Letter from the Chief Financial Officer 

The year 2013 was one that had significant challenges while, at the same time, one that had significant oppmiunities. 
When I assumed the responsibilities of the Chief Financial Officer in March 2013, I did so because I recognized both 
aspects and was excited to work with the rest of the management team to deal with those challenges while also capitalizing 
on what I believed were significant oppoiiunities. 

The financial results for the year were disappointing. Adjusted EBITDA declined to $35.7 million in 2013 from $73.5 
million in 2012. That translates to an EBITDA margin of only 0.9% of our total revenue. This measurement, which has 
decreased fi·om 5.9% only three years ago, is an area offocus for us. Over the last several years, we have been faced with 
continuing sales declines while our cost structure had not changed to keep pace. In the latter half of 2013, we began to 
take actions to correct the cost structure to more appropriately match our revenue base and continue to operate the business 
effectively. We will continue to carefully scrutinize costs as we learn to work smaJier and more efficiently. 

The Company had the oppmiunity to capitalize on real estate valuations in Canada to realize cash proceeds of $906.4 
million from the early termination of seven leases and the sale of ce1iain interests in joint arrangements. The cash was 
received in 2013 and related pre-tax gains totaling $643.5 million were recognized in Net Earnings in our Consolidated 
Statements ofNet Earnings and Comprehensive Income. 

It was also a year of oppmiunity with respect to working capital management. We generated $73.3 million in cash fi·om 
better use of working capital during 2013. This improvement was driven by lower inventory of$76.8 million. We will 
continue to focus on the returns that our inventory generates for us, with better efficiency anticipated by analyzing, at the 
SKU level, items that do not meet a threshold level of adjusted gross profit return on average inventory (AGPROI). 
Consequently, the elimination of these items should result in less inventory that has to be sold at clearance prices. 

We also had an oppmiunity to return capital to shareholders in 2013. We believe that if we cannot re-invest capital in our 
business with an adequate expected return, then we should return capital to our shareholders. We have allocated adequate 
capital investment to suppmi the business and, therefore, were able to return capital to our shareholders. In 2013, we 
declared a $5.00/share dividend and returned $509.4 million to our shareholders. 

Our financial position as we ended 2013 was strong. We had $513.8 million of cash with no significant debt. In addition, 
we were undrawn on our credit facility at year-end. Based on our borrowing base and net of outstanding letters of credit 
of$24.0 million, we had availability under our senior secured revolving credit facility of approximately $374.0 bringing 
our total liquidity to $887.8 million. 

I would like to acknowledge and recognize the effmis of associates throughout the Sears Canada organization over the 
past year. We have accomplished much, but much is still left to do in 2014 to meet the challenges we face and capitalize 
on the oppmiunities that exist. 

E.J. Bird 
Executive Vice-President and Chief Financial Officer 
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Five Year Summary 

Results for the year (in CAD millions) 

Total revenue 

Depreciation and amortization 

Earnings (Loss) befot·e income taxes 

Income tax (expense) recovet·y 

Net earnings (loss) 

Dividends declared 

Capital expenditures' 

Year end position (iu CAD millions) 

Accounts t·eceivable, net 

lnventol'ies 

Property, plant and eqnipment 

Total assets 

Wol'ldng capital 

Total long-term obligations, including 
llrincipal payments on long-term obl igations 
due within one year 

Shareholders' equity 

Per share of capital stock 

Basic net earnings (loss) 

Dividends declared 

Shareholdet·s' equity 

Fiuaucialmtios 

Return on average shareholdet-s equity(%)'' 

Current ratio 

Return on total revenues(%) 

Debt/equity ratio(%) 

Pt·e-tax margin(%) 

Breakdown of the Company's locations 

Full-line Department stot·es 

Sears Home stores 

Outlet stores 

Specialty type: Appliances and Mattresses 

Hometown Dealer stores 

Sears Home Sl't-vices Showrooms 

Corbeil 

Logistics centres 

Sears Floor Covering Centres 

Cantrex 

Tnwel offices 

Catalogue merchandise pick-up locations 

s 

$ 

$ 

I FRS 

Fiscal 
20I3 1 

3,991.8 $ 

111.4 

490.0 

(43.5) 

446.5 

509.4 

70.8 

83.3 $ 

774.6 

785.5 

2,392.3 

567.0 

35.9 

1,073.8 

4.38 $ 

5.00 

10.54 

41.5 

1.7 

11.2 

3.3 

12.3 

118 

48 

II 

4 

234 

8 

34 

6 

97 

.1,446 

!FRS 

Fiscal 
20 12 12 

.:1.346.5 $ 

126.5 

I 14.2 

(13 0) 

101.2 

101.9 

101.6 

77.7 $ 

85 .14 

1.1 18.5 

2,504.7 

410.7 

59.4 

1.076.4 

0.99 $ 

1.00 

10.57 

9.3 

1.5 

? " - . .:> 

5.5 

2.6 

11 8 

48 

I I 

4 

261 

9 

33 

6 

101 

1.512 

I FRS 

Fiscal 
201 I I 

4.619.3 $ 

I 14.9 

(56 9) 

6.6 

(50.3) 

84.3 

I 16.2 $ 

823.9 

872.0 

2.730.7 

471 0 

122.7 

1.092.0 

(048) $ 

10.63 

(43) 

.5 

( II ) 

11.2 

( 1.2) 

122 

48 

I I 

4 

285 

13 

30 

6 

17 

799 

108 

1.734 

!FRS 

Fiscal 
20 10 1 

4.938.5 $ 

123.6 

187.1 

(621) 

125.0 

7534 

60.0 

144.0 $ 

953.2 

900.7 

2.907.5 

536.9 

129.1 

1,260.4 

l.l 6 $ 

7.00 

I I .96 

7.7 

1.5 

2.5 

10.2 

3.8 

122 

48 

II 

4 

268 

13 

30 

6 

20 

768 

108 

1.822 

CGAAP 

Fiscal 
2010' 

4.957.8 $ 

104.6 

219.8 

(70 0) 

149.8 

753.4 

62.4 

I 43.2 $ 

953.2 

577.4 

2509.8 

610.6 

136. I 

1.000.5 

1.40 $ 

7.00 

9.32 

11.3 

1.6 

3.0 

13.6 

44 

122 

48 

II 

4 

268 

13 

30 

6 

20 

768 

108 

1,822 

CGAAP 

Fiscal 
2009' 

5.200.6 

I 17.4 

347.6 

(I 12.9) 

234.7 

65.7 

I 31.l 

852.3 

620.2 

3.404.8 

Ll 14.7 

350.7 

1.657.5 

2.18 

I 5.40 

14.9 

1.8 

4.5 

21.2 

6.7 

122 

48 

12 

4 

186 

13 

30 

6 

22 

793 

108 

1.853 

I The JfJ!Jfi.\t:ll i.J·ear ("Fi.\ml 20/3''), 2fJ/2ji.\t.:iii.J·ear (''Fiscal 2012"). 201 Jfi.\c:a/yeur("Fism/211/l '') aw/liJJIJ.fi.\ctdyear ("Fi.H:a/111/fl'") refer.. to the 52· ll'eeli period ended February / , 
20/.J. the 5J.Jreek period eutletl Februm:r 2. 2013. tile 52-ll'eck period endetl.ltmiWIJ' 28. 21112. awl the 52-week period enderl./anuury 29. 2111 J. re.\pectil'l!(l', reported under /utenwrimwl 
Filumda/ Reporting .\lmulard.\· ("/FRS '}. 

2 At!iu.<~tetl to reflect the c:lumges re.\ultiugfrmutlte retro.'>pecth·e application t?fllu! clumge iua,·t.·omltiug polh:r related to the adoption t~faccoumiug .\lmultmi"IFRS II. Joint 
Arrangements". 

311te 2fJ/fJ.fi.\"£'ttlyear ("Fisea/21J!IJ") repre.\eut.\ tlte 52· H"eek period emb!d Jamwry 29. 2011. reportetlmuh•r ( 'wuulidll (ienemi(J An:epted A.ccmmau:.: Principle.\ ("("(i .. ·t.·lP '"). 

-1 The 2fJIJ'J.fi.\clfl_rMr ("Fi.\l'll l 2flfJ9") repre.,·eut.\ the 52-week period ended .!tmmu:r 311. 2f1/IJ. reportf!d muter C<,:..fAP . 

.5 Capital e.\JJemliture.<~ repre.\·e11t.\ purclta.\e.\ ./(1r which pt~rmeut lw.,· been nuule l~r the em! oftlte.fiw·u/ year. 

6 11Ie rewm ou m·erage .\ lwrelwltler.'i' equi(r (~'il).fiJr ! FRS Fi.w:a/ 2{)ffJ wm mlculated taking uet Mmiugs.fiw Fin·a/21!/IJ. tlh·itfetl by lite a l'em;:e t!f.\lwreltolden' equi(r for the period 
ended .lru/Uill',l" 29. 201 I (SI.26fJ.-Imilliou) am/the opening ('omo!idtltetl Stalemell1 r~f Fimuu:i11/ Po.\iliouas tll Jum111ry 31. 2/J/fJ (S2.11f1-l.-lmilliou) l't!ported under !FR.''· 
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Quarterly Performance 

The Company·s operations are seasonal in nature. Accordingly, merchandise and service revenue, as well as performance 
payments received fi·om JPMorgan Chase Bank. N.A. (Toronto Branch), referred to as commission revenue. wi ll Yary by 
quarter based upon consumer spend ing behaviour. Historically, the Company·s revenue and earnings are higher in the 
fourth quarter than in any of the other three quarters due to the holiday season. The Company is able to adjust certain 
variable costs in response to seasonal revenue patterns: however, costs such as occupancy are thed, causing the Company 
to report a disproportionate level of earnings in the fowih quarter. Other factors that affect the Company·s sales and 
financial performance include actions by its competitors, timing of its promotional events, and changes in population and 
other demographics. Accordingly, the Company's resu lts for any one fiscal quarter are not necessarily indicatiYe of the 
results to be expected for any other quarter. or the full year. and comparable store sales for any particular period may 
increase or decrease. 

The table below outlines select financial data for the eight most recently completed quaiiers. The quarterly results are 
unaudited and have been prepared under !FRS. 

Fourth Quarter Third Quarter Second Quat1er Fir-st Quarter 

(in CAD millions. except 
2012' 2012' 2012 1 2012 1 per share amoums) 2013 2013 20 13 20 13 

Total revenue $1,182.3 $ 1.307.2 $ 982.3 $ 1.049A $ 960.1 $ 1,061.9 $ 867.1 $ 928.0 

Net earnings (loss) $ 373.7 $ 39.9 $ (48.8) $ (21 .9) $ 152.8 $ (9.8) $ (31.2) $ 93.1 

Basic net earnings 
(l oss) per share $ 3.67 $ 0.39 $ (0 .48) $ (0 .22) $ 1.50 $ (0. 10) $ (0.31) $ 0.91 

Diluted net earnings 
(loss) per share $ 3.67 $ 0.39 $ (0.48) $ (0.22) $ 1.50 $ (0.10) $ (0.31) $ 0.91 

I .-lc(ius!ed ro n~flec:lthe c~~angl!s re.wltingji-<nll the rerrospec:til·e applicmion (!(!he change in m·cmmting polh:r rr.!lated to the adoplhm r!(m.:cmmrmg swndard "fi-llS 
I I . .loim Arrc.mgemenls 

Common Shat·e Mal"l•et Information 

The table below provides prices for the Company·s common shares traded on the Toronto Stock Exchange (symbol: 
SCC). 

Fourth Quar·ter· Third Quarter Second Quarter Fir-st Quarter 

2013 1 20 121 2013 2012 2013 2012 20 13 20 12 

High $ 19.20 $ 12.98 $ 14.50 $ 11.79 $ 13.25 $ 13.73 $ 9.94 $ 14.24 

Low $ 12.07 $ 9.50 $ I 1.70 $ 10.10 $ 8.96 $ 9.76 $ 8.85 $ 11.60 

Close $ 13.00 $ 9.50 $14.41 $ 10.69 $ 12.92 $ 10.16 $ 9.46 $ 13.50 

Average dai ly trading 
86,585 122.655 25.813 23.487 146.327 16.694 34.326 7.784 volume 

I t>uriflg (j-1 ]fJ/3 a11d (j-1 ]0/ 2. the ( ·ompa!~l' clislrihuled em exlraonlinaty cash dirhlend to holders r!(c:o/11/JJOII shares. <?f S5.00 per .'ihare aud S /.00 per 
share. 1\'.\}'et·fire(l·. 
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Management's Discussion and Analysis 

"Sears'', ·•sears Canada'·, ·•we'', ·'us", ·'our'' or ·'the Company'' refers to Sears Canada Inc. and its subsidiaries, together 
with its investments in real estate joint arrangements. 

Management's Discussion and Analysis c·'MD&A''). contains commentary fi·om the Company's management regarding 
strategy, operating results and financial position. Management is responsible for its accuracy, integrity and objectivity, 
and develops, maintains and supports the necessary systems and controls to provide reasonable assurance as to the accuracy 
of the comments contained herein. 

This MD&A should be read in conjunction with the Consolidated Financial Statements and Notes to the Consolidated 
Financial Statements for the 52-week period ended February L 2014 (''Fiscal 2013'' or ·'2013"). The 2012 fiscal year 
refers to the 53-week period ended February 2, 2013 ("'Fiscal 20 12" or ·'20 I 2"). The fourth quarter unaudited results for 
Fiscal 2013 and Fiscal 2012 reflect the 13-week period ended February L 2014 (''Q4 2013'') and the 14-week period 
ended February 2, 2013 (•'Q4 2012"), respectively. The 2011 fiscal year refers to the 52-week period ended January 28, 
2012 (''Fiscal2011 ,. or ·'2011''). The 2014 fiscal year refers to the 52-w·eek period ending January 31,2015 c·'Fiscal2014" 
or ''20 14''). The 2015 fiscal year refers to the 52-week period ending January 30, 2016 ("Fiscal 20 15'' or ·'20 15"). 

This MD&A is current as of March 13,2014 unless otherwise stated. 

Additional information relating to the Company, including the Company's Annual Information Form (''AIF'') dated 
March 13,2014 and the Management Proxy Circular dated March 13.2014, can be obtained by contacting the Company 
at 416-941-4428. The 2013 Annual Report, together with the AIF and Management Proxy Circular, have been filed 
electronically with securities regulators in Canada through the System for Electronic Document Analysis and Retrieval 
(''SEDAR'') and can be accessed on the SEDAR website at www.sedar.com and on the U.S. Securities Exchange 
Commission (''SEC'') website at www.sec.gov. 

Unless otherwise indicated, all amounts are expressed in Canadian dollars. 

Cautionary Statement Regarding Forward-Looking Information 

Certain information in the Annual Report and in this MD&A 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 results set out under Section I ·'Company Performance•·, Section 3 "Consolidated Financial Position, Liquidity 
and Capital Resources'', Section 4 ·'Financial Instruments•·, Section 7 ·'Shareholders' Equity''. Section 9 ''Accounting 
Policies and Estimates'' and Section II ''Risks and Uncertainties•·. 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 fl·om 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 difTer materially from current expectations include, but are not limited to: the 
ability of the Company to successfully implement its strategic initiatives; productivity improvement and cost reduction 
initiatives and w·hether such initiatives will yield the expected benefits; the results achieved pursuant to the Company's 
long-term credit card marketing and servicing alliance \Vith JPMorgan Chase Bank, N.A. (Toronto Branch), (''JPMorgan 
Chase''); general economic conditions; competitive conditions in the businesses in which the Company participates; 
changes in consumer spending; seasonal weather patterns; weaker business performance in the subsequent quarter: 
customer preference toward product offerings; ability to retain senior management and key personnel; ability of the 
Company to successfully manage its inventory levels; disruptions to the Company's computer systems; economic, sociaL 
and political instability in jurisdictions w·here suppliers are located; the Company's reliance on third parties in outsourcing 
arrangements; structural integrity and fire safety of foreign factories; increased shipping costs, potential transportation 
delays and interruptions; damage to the reputations ofthe brands the Company sells; changes in the Company's relationship 
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with its suppliers; the outcome of product liability claims; any significant security compromise or breach ofthe Company's 
customer, associate or Company information; the credit worthiness and financial stability of tenants, pa1tners and co
arrangers. \vith respect to the Company's real estate joint arrangements: the credit w01thiness and financial stability of 
the Company's licensees and business pmtners: possible changes in the Company's ownership by Sears Holdings 
Corporation ("Sears Holdings'") and other significant shareholders; possible limits on our access to capital markets and 
other financing sources; interest rate fluctuations and other changes in funding costs and investment income; fluctuations 
in foreign currency exchange rates; the possibility of negative investment returns in the Company's pension plan or an 
increase to the defined benefit obligation; the impairment of goodwill and other assets; new accounting pronouncements, 
or changes to existing pronouncements, that impact the methods we use to rep01t our financial position and results from 
operations; unce1tainties associated with critical accounting assumptions and estimates; the outcome of pending legal 
proceedings; compliance costs associated with environmental laws and regulations; maintaining adequate insurance 
coverage; the possible future termination of ce1tain intellectual prope1ty rights associated with the ·'Sears'" name and 
brand names if Sears Holdings reduces its interest in the Company to Jess than 25%: and changes in Jaws, rules and 
regulations applicable to the Company. 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 MD&A and in the Company's 2013 Annual Rep01t under Section 11 ·'Risks 
and Unce1tainties'" and elsewhere in the Company's filings with securities regulators. The forward-looking information 
in the Annual Rep01t and in this MD&A are, unless otherwise indicated, stated as of the date hereof and are presented 
for the purpose of assisting investors and others in understanding our financial position and results of operations as well 
as our 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 Jaw. 
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1. Company Performance 

a. Business Segments 

Sears classifies its operations in two repmiable business segments: merchandising and real estate joint arrangements. 

Merchandising Operations 

The Company's merchandising segment includes the sale of goods and services through the Company's Retail channels, 
\Vhich includes its Full-Line, Sears Home, Hometown Dealer, Outlet Appliances and Mattresses, Corbeil Electrique Inc. 
(''Corbeil'') stores and its Direct (catalogue/internet) channel. It also includes service revenue related primarily to product 
repair. Commission revenue includes traveL home improvement services, insurance and performance payments received 
from JPMorgan Chase under the Company's long-term credit card marketing and servicing alliance with JPMorgan Chase. 
The Company has a multi-year licensing arrangement with TraveiBrands Inc. (''Trave!Brands''), (formerly known as Thomas 
Cook Canada Inc.), under which Trave!Brands manages the day-to-day operations of all Sears Travel offices and provides 
commissions to the Company. The Company also entered into a multi-year licensing arrangement with SHS Services 
Management Inc. (''SHS''), under which SHS oversaw the day-to-day operations of all Sears Home Installed Products and 
Services business (''HIPS''). Licensee fee revenues are comprised of payments received from licensees, including 
Trave!Brands and SHS, that operate within the Company's stores. 

Retail Channel 

Full-Line Department stores- Sears Full-Line Depmiment stores are located primarily in suburban enclosed 
shopping centres. The ma,jor merchandise categories include the following: 

Apparel & Accessories- women's, men's and children's appareL nursery products, cosmetics, jewellery, 
footwear and accessories. 

Home & Hardlines - home furnishings and mattresses, home decor, lawn and garden, hardware. 
electronics and leisure, and seasonal products. 

Ma,jor Appliances - refrigeration, laundry, ranges, tloorcare and sewing. 

Although merchandise varies by store, the merchandise sales mix between the three ma,jor categories are 
approximately 60% Apparel & Accessories, 20% Home & Hardlines and 20% Ma,jor Appliances. 

Full-Line Depmiment stores include a Sears catalogue merchandise pick-up location. Sears Travel offices and 
licensed businesses, such as optical centres and portrait studios, are also located in many of the Company's Full
Line Department stores. 

Sears Home stores- Sears Home stores are typically located in power centres and present an extensive selection 
of furniture, mattresses and box-springs, and ma,jor appliances, as. well as a limited selection of electronics. The 
ma,jority of these stores range in size from 35,000 to 60,000 square feet. 

Hometown Dealer stores- Sears Hometown Dealer locations are primarily independently operated and offer ma,jor 
appliances, furniture, mattresses and box-springs, electronics, outdoor power equipment as well as a catalogue 
merchandise pick-up location. Most Hometown Dealer stores are located in markets that lack the population to 
support a Full-Line depmiment store. 

Outlet stores - Sears Outlet stores offer clearance merchandise, pmiicularly from the Company's Full-Line 
Depmiment stores and Direct channel, as well as surplus big-ticket items from all channels. 

Appliances and Mattresses stores- The Sears Appliances and Mattresses stores are part of the Company's strategy 
to bring its product categories to a growing number of customers who shop in conveniently located power centres. 
These stores are smaller in size (approximately I 0.000 to 15,000 square feet) and feature a wide selection of ma,jor 
appliances, and mattresses and box-springs, and include Sears private labels and a variety of national brands. 

Corbeil- Corbeil is a chain of ma,jor appliance specialty stores located throughout Quebec, the Greater Toronto 
Area and Eastern Ontario. There are 34 stores in the chain, 16 of which are franchised. The chain also includes one 
liquidation centre and one distribution centre in Montreal. Stores average approximately 6,500 square feet in size. 
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Sears Travel- Sears Travel service operates within 97 Sears locations across Canada, an online travel service at 
WW\v.searstravel.ca and 1-866-FLY-SEARS, which connects customers to the nearest geographical branch. From 
January 30, 20 II, Trave!Brands commenced management of the day-to-day operations of all Sears Travel offices 
and the Sears Travel website. 

Sears Home Services 

In 2012, Sears combined HIPS, and Repair Services and Parts, under the brand name Sears Home Services. In 
March 2013, the HIPS business was licensed to SHS, an independent third pmiy, which continued to operate under 
the Sears Home Services brand. In December 2013, SHS entered receivership and all offers of services provided 
by SHS ceased. In January 2014, pursuant to an order ofthe Ontario Superior Comi of Justice (Commercial List), 
PricewaterhouseCoopers Inc. was appointed receiver, without security, of all of the assets, undertakings and property 
of SHS. Sears Home Services no longer offers HIPS services. Repair Services and Pmis, carpet and upholstery 
cleaning services, and installation and assembly of products purchased at Sears stores continue to be otTered by 
Sears under the Sears Home Services brand. Refer to Note 14 "Financial instruments'' of the Notes to the Consolidated 
Financial Statements for Fiscal2013 for additional information. 

Direct Channel 

The Company's Direct channel is comprised of its catalogue business, which is Canada's largest general merchandise 
catalogue business, and Sears.ca, one of Canada's leading online shopping destinations with over 89 million visits 
in Fiscal 2013. With two distribution centres exclusively dedicated to servicing the Direct channel and 1,446 
catalogue merchandise pick-up locations nationwide. Sears can deliver orders in most areas of the country. Orders 
can be placed by telephone at 1-800-26-SEARS. by mail. by fax, online at Sears.ca or in person through Sears stores 
and catalogue agents. At the end of Fiscal 2013, I ,279 of the total I ,446 catalogue merchandise pick-up locations 
were independently operated under local ownership, with the remaining 167 units located within Sears locations. 

Catalogue -In Fiscal 2013, 16 ditTerent catalogues were distributed throughout Canada. In addition, during Fiscal 
2013, Sears distributed II Specialogues designed to offer more seasonally relevant merchandise to specific 
customers. 

Sears.ca- The Company's website, Sears.ca, enables the Company to provide new merchandise offers directly to 
web customers and highlights the Company's extensive general merchandise selection. In Fiscal20 13, the Company 
continued to invest in its online capabilities to improve the user experience. and engage new customers and 
demographics. Sears is committed to maintaining its reputation as a trusted Canadian retailer by focusing on customer 
privacy, security, and satisfaction when shopping on Sears.ca. 

Logistics 

National Logistics Centre ("NLC")- Sears operates six logistics centres strategically located across the country. 
The logistics centres are comprised of seven owned and three leased warehouse facilities which serv.e all channels 
of the business. The total floor area of these logistics centres was 6.5 million square feet at the end ofFisca12013, 
of which 5.6 million square feet is devoted to warehouse and logistics operations. The remainder ofthe space is 
utilized for other Sears operations. including call centre services. The Regina. Saskatchewan, logistics centre will 
be closed in Fiscal 2014 and will be replaced by a new logistics centre located in Calgary. Alberta. See Note 29 
.. Assets classified as held for sale·· ofthe Notes to the Consolidated Financial Statements tor Fiscal20 13 tor additional 
information. 

S.L.H. Transport Inc. ("SLH")-The Company's wholly-owned subsidiary, SLH, transports merchandise to stores, 
catalogue merchandise pick-up locations, and directly to customers. SLH is responsible for providing logistics 
services tor 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 pmiies 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. 

As at the end of Fiscal 2013, Fisca12012, and Fiscal201 L the Company's locations were distributed across the count1y as 
follows: 
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As at As at As at 

February I, February 2_ January 28, 
2014 2013 2012 

Atlantic Quebec Ontario Prairies Pacific Total Total Total 

Full-Line Department 12 27 45 20 14 118 118 122 

Sears Home stores 2 12 19 10 5 48 48 48 

Outlet stores l I 6 l 2 11 II II 

Specialty type: Appliances 
and Mattresses stores - - 3 1 - 4 4 4 

Corporate stores 15 40 73 0~ 
~~ 21 181 181 185 

Hometown Dealer stores 47 26 51 65 45 234 261 285 

Sears Home Ser·vices 
Showrooms - 2 3 1 2 8 9 13 

Corbei l franchise stores - 14 2 - - 16 17 19 

Corbei l Corporate stores - 12 6 - - 18 16 II 

Corbeil - 26 8 - - 34 33 30 

NLCs - I 2 2 I 6 6 6 

Sears Floor Co\'ering 
17 Centres - - - - - - -

Cantr·ex - - - - - - - 799 

Tr·avel offices 7 2 1 38 17 14 97 101 108 

Catalogue merchandise 
pick-up locations 206 333 406 362 139 1,446 1.512 1.734 

In Fiscal 2013. the Company closed 28 Hometown Dealer stores. fou r Travel offices. and 66 Catalogue merchandise pick
up locations. The Company also opened a Hometown Dealer store. Five Fu ll-Line stores will be closed during the first quarter 
of 2014 and an additional two Fu ll-Line stores wi ll be closed during the first qua1ter of 2015. Refer to Note 28 --Gain on 
lease terminations and lease amendments .. of the Notes to the Consolidated Financial Statements for Fiscal20 13 tor additional 
information. 

In Fiscal 2012. the Company closed tour full-Line stores as a result of the lease terminations and lease amendments that 
occurred during the year. The Company also closed 222 Catalogue merchandise pick-up locations. 24 Hometown Dealer 
stores and 17 Floor Covering Centres. During the second quarter of20 12. Cantrex Group Inc. (--Cantrex'·) was sold. Refer 
to Note 30 ··Sale ofCantrex Group Inc:· of the Notes to the Consolidated Financial Statements tor Fiscal 2013 lor additional 
information. 

In Fiscal 20 II. the Company opened 20 Hometown Dealer stores and 3 Catalogue merchandise pick-up locations. The 
Company a lso closed three Hometown Dealer stores. three Floor Covering Centres and 91 Catalogue merchandise pick-up 
locations. 

As of the end of Fiscal 2013, the number of sell ing units leased and owned by the Company was as tollows: 

Leased Owned Total 
Fu ll-Li ne Department' 104 14 118 
Sears Home stores 46 2 48 
Outlet stores II II 

Specialty type: Appliances and 
Mattresses stores 4 4 

HometO\m Dealer stores2 13 13 
Corbeil2 

30 30 

Total3 208 16 224 
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1-"rti/-Une /Jepartment stores include ,\'ears stores llwt are part (?(/he joint arrangemems wUh h·a11hoJ ( 'amhr;dge Proper/il!s. 

On~\' Home/olr/7 /)eater am/ ( 'orhdl stores that ore not indr~pemle!1f~r oll'ned and opermed are included. 

.\'ears Hvmr! ,'-,'enices ,\'hmrrooms, li·01·e! (~[!ices and ( ·ma/ogw.! merchandise pick-up local ions an! loc·ated in olher .\'ears .'i!Ores or 
local hw)/11!.\'SC!.'i, and !herC!_{iwe not im:luded. 

As at the end of Fiscal 2013. Fiscal 20 12, and Fiscal 20 II, the gross square footage for corporate store locations and NLCs 
was as follows: 

(square feet, millions) As at As at As at 
February 1, 2014 February 2, 2013 January 28, 2012 

Full-Line Depa11ment stores 15.2 15.2 16.5 

Sears Home stores 2.1 2.1 2.1 

Outlet stores 0.8 0.8 0.8 

Appliances and Mattresses stores 0.1 0.1 0.1 

Corbeil 0.1 0.1 0.1 

NLCs 6.5 6.5 6.5 

Total 24.8 24.8 26.1 

Gross square footage for corporate store locations as at February I. 2014 remained the same as compared to February 2. 
2013 . As of March I. 2014. the gross square footage for Full-Line Department stores decreased to 14.5 million square feet 
due to three Full-Line store closures as a result of lease terminations and lease amendments during Fiscal 2013 as described 
in Note 28 ··Gain on lease terminations and lease amendments·· of the Notes to the Consolidated Financial Statements for 
Fiscal 2013 . 

Gross square footage for corporate store locations as at February 2. 2013 decreased compared to January 28. 2012 due to 
four Full -Line store closures as a result of lease terminations and lease amendments during Fiscal 2012. 

Real Estate Joint Arrangements 

Sears has joint arrangement interests in three shopping centres across Canada and records these interests in the Company 's 
financial statements . .Joint arrangement interests in the shopping centres range tl-om 15% to 20%. and are co-owned with 
Ivanhoe Cambridge Properties (""Ivanhoe""). Sears is not involved in the day-to-day management of the shopping centres. 
but the major decisions regarding these joint arrangements requires the unanimous consent of Ivanhoe and the Company. 

The primary o~jective of the Company"s real estate joint arrangements is to maximize the returns on its investment in shopping 
centre real estate. Sears reviews the performance of these joint arrangements on a regular basis. Shopping centres are 
considered non-core assets. 

The Company·s shopping centre joint arrangements are in partnership with Ivanhoe. The jointly controlled entities and the 
Company·s m~·nership interest in each as at February 1. 2014 are listed below: 

Entity Name 

Kildonan Place 

Regionaux (Les Riv ieres Shopping Centre) 

Regionaux (Les Ga leries de Hull ) 

ProJlerties 

Kildonan Place 

Les Rivieres Shopping Centre 

Les Galeries de Hull 

Joint Ar..-angement 
Partner 

lvanhoe Cambridge 

Ivanhoe Cambridge 

Ivanhoe Cambridge 

Owner-shiJl 
Interest 

20o/t 

15o/t 

15o/t 

During the fourth quarter of 2013. the Company sold its interest in the properties co-mmed with The WestclitT Group of 
Companies (··Westcliff") for total proceeds of$315.-lmillion. recognizing a pre-tax gain of$66.3 million on the sale. During 
the fourth quarter of20 12. the Company sold its share of assets in Medicine Hat for net proceeds of$38.3 million. recognizing 
a pre-tax gain of$8.6 million on the sale. 

b. Core Capabilities 

The Company's key resources and capabilities include its associates. brand equity. specialized services. national presence 
and logistics. The Company ·s ability to raise funds and working capital to support its operations is also a key capability and 
is discussed further in Section 3 ·'Consolidated Financial Position. Liqu idity and Capital Resources·· of this MD&A. 
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Associates 

Sears associates are a critical asset to the Company. Sears works to inspire its associates to be committed to building 
lifelong customer relationships built on trust; 

Brand equity 

The Company works closely with its suppliers in product development, design and quality standards. Many lines 
of merchandise are manufactured with features exclusive to Sears and are sold under the Company's private label 
brands, such as Jessica®, Nevada®, Attitude®, Whole Home®, Kenmore® and Craftsman®. The Company believes 
that its private label and national brands have significant recognition and value with customers: 

Speciali=ed sen·ices 

Apmi from retail merchandise, the Company also offers a wide range of specialized services to attract a broad 
customer base. These services include product repair, parts provision, pmirait studios, optical services, traveL floral 
delivery. wireless and long distance plans, insurance and deferred financing; 

National Presence 

The Company's expansive physical and online presence puts it in proximity to customers all across Canada. Sears 
operates 118 Full-Line Depmiment stores, 331 specialty stores (including 48 Sears Home stores, II Outlet stores, 
4 Appliances and Mattresses stores, 234 Hometown Dealer stores primarily operated under independent local 
ownership and 34 Corbeil stores), 97 Sears Travel offices and over I AOO merchandise pick-up locations for orders 
placed through the catalogue or online at ""''·sears.ca; and 

Logistics 

The ability to move merchandise efficiently to stores, merchandise pick-up locations, or directly to customers, is 
one ofthe Company's key capabilities. The Company's wholly-owned subsidiary, SLH, is responsible tor providing 
transportation services for the Company's merchandising operations and has arrangements with third pmiies to 
increase SLH's revenue and fleet utilization, and improve its operating effectiveness. The Company conducts 
operations in six NLCs located in Vancouver, Calgary. Regina. Vaughan, Belleville and Montreal. 

c. Strategic Initiatives 

During Fiscal 2013, Sears Canada undetiook a number of strategic initiatives to continue improving the performance of the 
Company. These initiatives are designed to allow the Company to continue serving customers as a national retailer in stores 
and through its Direct channel. 

The overarching goal of the Company is to maximize total value by using three value levers as follows: 

I. Merchandising Value: Establishing a focus on the Sears value proposition that provides customers with a balance of 
quality, price, and service. The Company's buying and marketing strategies are designed to deliver the value proposition 
consistently across all pt:oducts, stores and formats. 

2. Operating Efficiency Value: Managing expenses prudently and identifying inefficiencies within the business. The 
Company has undertaken right-sizing and outsourcing initiatives and will modify business models when appropriate to 
ensure the size of the Company is aligned to the current volume of business. 

3. Network Optimization Value: Maximizing return on assets such as real estate and non-core businesses. The Company 
will evaluate oppmiunities to monetize non-core assets when the market value of those assets exceeds the retailing value, 
while seeking ways to optimize and unlock the value of the network. 

During Fiscal20 13, the Company undertook the following key initiatives to maximize total value and improve the performance 
of its operations. 

Merchandising Value 

Building on the launch of two refreshed Sears Horne stores in Ancaster and Whitby, Ontario in July 2013, Sears opened 
a redesigned Sears Home store in Burlington, Ontario in November 2013. The new store format offers Canada's largest 
selection of customizable furniture and new brand offerings that help customers give their homes a unique and personal 
touch. M~jor appliances are offered via appliance specialist CorbeiL and are presented as a Corbeil 'store-within-a-store' 
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in each location. It also features a number of self-contained boutique rooms that bring the product to life and allows 
customers to see an entire collection or look displayed together; 

Introduced the Ca~ter's® family of baby and children's wear brands to Sears. The well-loved Caiier's® and OshKosh 
B'gosh® labels feature thoughtful design details and quality craftsmanship, and make a great addition to ·The Baby's 
Room,'· the nursery and infant accessories depaiiment at Sears. The launch was celebrated at the Toronto Eaton Centre 
on Ontario's Family Day, February 18,2013. with an event in The Baby's Room, where families could enjoy kid-fi·iendly 
refreshments and entertainment while they shopped for all things kids and baby; 

Created additional "hero'' categories with footwear, dresses, suits and home decor to drive consumers' consideration of 
Sears when purchasing these products. In the first quatier of Fiscal 2013, Sears launched a footwear digest; introduced 
Canada's Best Dress shiti in the Men's Suit Shop; and launched a new Whole Home® Serveware line; 

Introduced private label Nevada® apparel in Fall 2013, designed by the Buffalo Group, and introduced a relationship 
with international supermodel and actress Bar Refaeli, to be the face ofNevada®; 

Following Sears successful Black Friday promotion that coincided with Canadian Thanksgiving in October, the first of 
its kind in Canada, the Company celebrated its annual November Black Friday sale in stores and online at ''w'' .sears. ca. 
This promotion helped kick off the final month of the Holiday shopping season. It ran fi·om Thursday, November 28 to 
Monday, December 2. Sears offered hundreds of items at specially marked prices backed by a price match guarantee; 
and 

Introduced Penningtons plus-size apparel to Catalogue, online and in five retail stores. Four two-page ads featured styles 
for the upcoming season and provided Catalogue customers with access to this popular and fashionable brand. 

Operating Efficiency Value 

Announced the future opening of a new state-of-the-ali distribution centre located in Calgary, Alberta to handle small 
ticket customer orders placed through the Company's Direct channel destined for homes in Western Canada, as paii of 
the Company's initiative to improve customer service. The new facility is expected to allow for faster processing and 
fulfillment of orders, and cut down on shipping times for most orders. To accommodate this new facility, Sears announced 
that it would close an NLC located in Regina, Saskatchewan; 

Modified our store structure to improve efficiency and increase the effectiveness of the chain of communication between 
management and the store associate teams within the stores, primarily by eliminating a mid-tier level ofleads within 
the Company's Full-Line stores. This move is expected to help reduce inefficiencies and result in better store execution 
and consistency of merchandise presentation and standards; 

Entered into an agreement with third paiiy vendor IBM Canada Limited (''IBM'') to outsource cetiain work currently 
being performed at three internal Sears Customer Contact Centres. The move to IBM is expected to enable Sears to 
realize capability upgrades which are expected to result in better processes, controls and tracking, and an overall 
improvement in the customer experience. The transfer of responsibility, which is designed to be seamless to customers, 
will take place over a nine month period ending in September 2014; 

Entered into agreements with third patty suppliers to outsource cetiain work currently performed by internal Sears 
resources in four areas: the Application Development and Application Management function in the Information 
Technology ("'IT') group, Indirect Procurement, Finance and Accounting, and Payroll. The third party suppliers, IBM 
for IT and Indirect Procurement and Wipro Limited ("'Wipro .. ) for Finance and Accounting and PayrolL will provide 
an overall improvement in efficiency. allowing Sears to focus more on its core retailing business; 

Implemented a number of significant changes to the Repair Services and Paiis businesses designed to improve efficiency, 
profitability and overall customer experience. In Repair Services, the Company will shift to using Sears-authorized 
contracted technicians in mid-markets, while major markets will continue to be primarily serviced by a streamlined team 
of Sears technicians. In the Parts division. 16 existing stand-alone Patis processing locations and a central processing 
centre in Belleville, Ontario will be consolidated into three major fulfillment centres located in Calgary, Toronto and 
Montreal. Where a Patis processing location is closed outside of these three cities, a Parts counter will open in a nearby 
Sears location; and 
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Announced that in connection with these initiatives, Sears has reduced staffing levels in its head office and logistics 
team, to align the Company's support structure with the size and volume of the organization as well as take advantage 
of improved internal processes that have been recently implemented to improve efficiency. 

Network Optimization Value 

Entered into a binding agreement with Concord Pacific Group of Companies ("Concord") to pursue the development 
of the Sears site located at the Metropolis at Metrotown in Burnaby, British Columbia (the ''Project'"). On June 7, 2013, 
Sears confirmed that it had submitted an application to the City of Burnaby regarding a proposed comprehensive mixed
use project including a new Sears store located on nine acres of the Company's property and adjacent to its store at that 
location. The arrangement contemplates the sale of a 50% interest in the site for a value of approximately $140.0 million, 
subject to adjustments, and the retention of Concord on customary terms to manage most facets of the development. 
The estimated cost, funded by Concord, to fully develop and build the Project as contemplated is currently in excess of 
$1.0 billion; 

Announced and closed a transaction with Montez Income Properties Corporation to sell the Company's 50% joint 
arrangement interest in eight properties Sears co-owned with Westcliff. The agreement covered four regional shopping 
centres, two strip centres and two open-format retail centres. Total gross proceeds on the transaction was $315.4 million. 
The Sears stores that are currently situated on the impacted properties will remain in operation; there will be no impact 
on customers or associates in these stores as a result of this transaction; and 

Closed transactions to amend or terminate the leases of the Company's stores at Sherway Gardens (Toronto), Markville 
Shopping Centre (Markham), Masonville Place (London), Richmond Centre (British Columbia), Yorkdale Shopping 
Centre (Toronto), and Square One Shopping Centre (Mississauga), and terminated the lease on the retail floors at the 
Toronto Eaton Centre (''TEC''). These transactions provided the Company total consideration of $591.0 million. The 
Company will continue to use the office floors of the TEC as its headquarters under terms consistent with the existing 
lease. Sears vacated the TEC. Sherway Gardens and Masonville Place stores by February 28, 2014, and expects to vacate 
the Yorkdale Shopping Centre and Square One Shopping Centre by March 31, 2014, and the Markville Shopping Centre 
and Richmond Centre by February 28, 2015. 

"Live Green" Initiatives 

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 on environmental sustainability: 

I. 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 associates, customers and the communities in which the 
CompanY. operates. 

Sears continued to focus on these three priorities by implementing the following initiatives during Q4 2013: 

Received the Fundraiser of the Year Award from WWF Canada through its Living Planet@ Work program. The award 
is in recognition of Sears Canada's participation and fundraising efforts in the 2013 WWF Canada CN Tower Climb in 
which 75 Sears associates participated and over $21,000 \vas raised. This is the second consecutive year that Sears has 
received the Fundraiser of the Year Award fi·om WWF Canada; 

Named the 2013 ENERGY STAR® Retailer of the Year by Natural Resources Canada. This is the sixth consecutive year 
that Sears received this prestigious award from the Government of Canada for empowering customers to reduce their 
energy use, and the seventh time overall since the program was launched in 2003; and 

Have been collecting waste styrofoam at our NLC in Calgary from various Sears locations, diveiiing this waste from 
landtill. The styrofoam was deposited into a WC3000 densitier machine, which produced approximately 30 tons of 
compacted foam for 2013. The compacted foam was then shipped to a third party to be made into picture frames. 
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Corporate Social Responsibility 

The following is a summary of the results of the Company and its associates' corporate social responsibility efforts during 
Fiscal2013: 

Completed fund-raising campaigns for the Canadian Red Cross Albe1ta Floods and Lac-Megantic Train Derailment 
disaster relief efforts. Sears, along with our customers and associates, facilitated the donation of$1 00,000 to the Canadian 
Red Cross Alberta Flood effort and over $10,000 in Quebec for the Lac-Megantic campaign. In addition, Sears also 
provided special discount programs to assist residents in flood zones in Albe1ta with needed purchases; 

Raised over $390,000 by sponsoring the 26th Annual Sears Boys & Girls Club GolfTournament in Stouffville, Ontario, 
in August, and the annual Operation Enfant Solei! (''OES'') GolfTournament held at Elm Ridge GolfClub near Montreal. 
The tournaments support children and youth development and children's pediatrics in Quebec, respectively; 

The Sears Great Canadian Run completed its third year with community-based relays from Ottawa to Montebello and 
from Toronto to Blue Mountain/Collingwood, donating almost $600,000 to regional and national children's oncology 
programs and research supported by the Sears Canada Charitable Foundation: 

Sponsored the sixth annual Sears National Kids Cancer Ride (the ·'Ride''), in cooperation with Coast to Coast Against 
Cancer Foundation. This 7,000 km cycling journey rolled across Canada from September 5-21.2013, raising funds and 
awareness for the tight against childhood cancer. This year, Sears, its customers and its associates raised or donated over 
$550,000 in funds and logistical support and services for the Ride; 

Supported over 300 local store charity partners through the sale of our Holiday charity plush, NateTM/MC the bear. Sears 
charity plush has been helping children since 1998, raising over $1.4 million since 2005. Two dollars from the sale of 
each bear suppmted the healthy development of Canadian youth through after-school and children's health initiatives 
as well as the Canadian Association of Military Family Resource Centres; and 

The Sears Tree of Wishes in Sears Full-Line and select Home, Outlet and Hometown Dealer stores helped to bring joy 
to less fortunate children who may have otherwise not received a gift this Holiday season. For the 2013 Holiday season. 
the Tree of Wishes program helped to bring smiles to about 8.000 children; \vith Sears customers and associates donating 
gifts valued at over $237,000. 

d. Outlook 

As Canadians' needs in a shopping experience evolve. Sears Canada is focused on keeping pace with emerging trends and 
innovative delivery of products and services, and is reinvigorating its business to better serve and grow with its customers. 
For the upcoming year, Sears will refocus attention on retail fundamentals. This will include enhancements to systems and 
processes in order to improve our ability to have the right merchandise in the right locations at the right time in the right 
quantity at the right price. Some of the priorities tor Fiscal 2014 include the following: 

Leveraging the Company's merchandising capability to effectively establish and communicate the Sears' value 
proposition, which is its balance of quality, price and service to Canadians coast to coast across all products, locations 
and formats. Marketing will be centered on customers who are seeking quality products at reasonable prices, as 
Sears responds to the needs of this segment of the population most effectively: 

Improving the Company's efficiency by ensuring that costs and expenses are managed carefully to supp01t the needs 
of the business and are competitive with other ma,jor retailers operating in the Canadian marketplace; and 

Creating additional value for the Company by looking for opportunities to monetize non-core assets, such as real 
estate. 

Although management believes that Sears will achieve its long-term goal of sustainable and profitable growth, there can be 
no assurance that the Company \Viii successfully implement these strategic initiatives or whether such initiatives will yield 
the expected results. For a discussion of the risks and uncertainties inherent in the Company's business, refer to Section II 
"Risks and Uncertainties''. 
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e. Use of Non-IFRS Measures, Measures of Operating Performance and Reconciliation of Net Earnings to Adjusted 
EBITDA 

The Company's consolidated financial statements are prepared in accordance with JFRS . Management uses IFRS. non-IFRS 
and operating performance measures as key performance indicators to better assess the Company's underlying performance 
and provides this additional information in thi s MD&A. 

Same store sales is a measure of operating performance used by management. the retail industry and investors to compare 
retail operations. excluding the impact of store openings and closures. The same store sales metric excludes the Direct channel. 
Same store sales represents merchandise sales generated through operations in the Company's Full-Line, Sears Home, 
Hometown Dealer and Corbeil stores that were continuously open during both of the periods being compared. More 
specifically, the same store sales metric compares the same calendar weeks for each period and represents the 13 and 52-
week periods ended February I, 2014 and the 14 and 53-week periods ended February 2. 2013 . The calculation of same store 
sales is a performance metric and may be impacted by store space expansion and contraction. 

A reconciliation of the Company·s total revenue to same store sales is outlined in the following table: 

Fourth Qum·ter Fiscal 

(in C'A D millions) 2013 I 2012 2013 1 2012 

Total revenue $ 1,169.2 $ 1.298.0 $ 3,945.8 $ 4.300.7 

Non-comparable store sales 335.4 364.5 1,003.5 1.169.6 

Same store sales 833.8 933 .5 2,942.3 3.131.1 

Percentage change in same store sales (6.4)% (3.8)% (2.7)% (5.6)% 

Percentage change in same store sales by category 

Apparel & Accessories 1.1 % 0.4% 4.2% (5.9)% 

Home & I-lardlines (15.5)% (12.8)% (10.8)% (11.2)% 

Major Appliances (9.0)% (0.4)% (4.2)% 0.5% 

I ,\'ame s1ore sales were ac(jus led /o e.rcllldl! lhf! iiiiJWcf (~(!he extra 1reek inl·isca/ 20/] and (_}-1 ]()/ ]. 

Adjusted EBITDA is a non-IFRS measure and excludes finance costs. interest income. income tax expense or recovery. 
depreciation and amortization and income or expenses of a non-recurring. unusual or one-time nature. Adjusted EBITDA is 
a measure used by management. the retail industry and investors as an indicator of the Company 's operating performance. 
ability to incur and service debt. and as a valuation metric. The Company uses Adjusted EBITDA to evaluate the operating 
performance of its business as well as an executive compensation metric. While Adjusted EBITDA is a non-I FRS measure. 
management believes that it is an important indicator of operating performance because it excludes the effect of Jinancing 
and investing activities by eliminating the effects of interest and depreciation and removes the impact of certain non-recurring 
items that are not indicative ofourongoing operati ng performance. Therelore. management beli eves Adj usted EBITDA gives 
in vestors greater transparency in assessing the Company's results of operations. 

These measures do not have any standardized meaning prescribed by IFRS and therefore may not be comparable to similar 
measures presented by other reporting issuers. Adjusted EBITDA should not be considered in isolation or as an alternative 

. to measures prepared in accordance with IFRS. 
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A reconciliation of the Company's net earnings to Adjusted EBITDA is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions, except per share amounts) 2013 201i 2 2013 20li 2 

Net earnings $ 373.7 $ 39.9 $ 446.5 $ 101.2 

Transformation expense 1 51.2 12.6 72.9 12.6 

Gain on lease terminations and lease amendments" (391.5) (577.2) ( 167.1) 

Gain on sale of interest in joint arrangements3 (66.3) (8.6) (66.3) (8 .6) 

Gain on settlement and amendment of retirement 
benefits4 (42.5) (2 1.1) (42.5) (21.1) 

Lease exit costs5 5.4 2.0 5.6 8.0 

Accelerated tenant inducement and average rent 
amortization6 ~ 2.3 (2.2) (4.0) 

Goodwi ll impairment7 6.1 

Regina impairment8 16.5 

Other asset impairment0 11.2 2.2 11.2 2.2 

SHS warranty costs 10 2.0 2.0 

Depreciation and amortization expense 23.6 30.5 111.4 126.5 

Finance costs 2.7 2.9 10.8 15.1 

Interest income (1.0) (0.9) (2.6) (4.3) 

I nco me tax expense 47.2 8.0 43.5 13.0 

Adjusted EBITDA $ 18.0 $ 67.5 $ 35.7 $ 73.5 

Basic net earnings per share $ 3.67 $ 0.39 $ 4.38 $ 0.99 

fi·an~fiwnwlion I!Xpl!nse durin}! ]0/3 am/ ~012 relates prinwri~\' to serercmn' <.·os/s illcurrecl duril11! tlte .1·ear. 

] ( iain on lease lerminafion.'i ami/rase amendmems represell/s the pre-fax gui11 on flu! ear~\ ' \Yu:afillf!. <~(properties de.\·crihed in Note ]S <~(!he ( ·ompm~r 's 
(.:onsolidwed.financia/ s/a/1!1111!/lls.fhr the 5] and 53-week permds end<'d Fehrum~1· I. 20/-1 ami Fehraw:r 2. ]0/ 3. 

( iain 011 sale (?f"imerest injmlll arrangeme111s reprC!seJlls the gain assodatl!d with selling the ( 'mllfJlfl~r 's il1fi!I'£'Sf in thl! propertil!s c:o-ol1'111!d 1rilh the lres!cl{f( 
(;roup<!(( 'ompanies. descrihed in Nole I I (!(/he ( 'mllJXII~l" ·s consolidoted.financial sWh'lllents.fiw !he 51 and 53-ll'eek period-; em/eel Fehrum:r I. 101-1 and 
Fehrum:r :!. 1013. 

-1 ( ;ui/1 on se{{/eme/11 and aml!ndmellf (!(retirement heul!jits f7r111WI'i~l' represellfs !he se{{/emel1f (117c/.fi·ee=ing f!(retirement hem~fits t!(eligihle fllt'lllhen· cm·en•d undf!r 
!he 11011-jJC!Ilsion relitl!llll!l1t fl/an descrihed in Nme 10 f!(lhe ( 'om11tll~\' ·s conwlidwedfimmcial statements.fiw the 51 and 53-week period,· ended l·"c!lwum:r I, 201-1 
and Fehruwy 1. ]()I 3. 

5 /.ease exit c:o.\·ts repre.H'/11 costs incw-n•d to exit properfies n~fi•rred lo injootnole:: ahore . 

. -ln:l.!kraled lemml inducenu!/11 and arerage re/11 auuwti=allo/1 represellfs !he accelermed wnorli=mum (!(lease il1lllln.!IIII!IIIS wrd a1·erage rem a.\·sets relatiug to the 
properlif!s injholnote:! ahm·f!. 

( ioodwill impairmem rl!pre!seJ1fs the c:lwrg(' relu1ed lo the l1Titeof!"o(goodu"ill al/ocotecl to the HI!'.\' nHh generaling unif th.!,·c:rihecl in Nme 10 of the ( ·umpm~\- \ 
con.wlida!edjimmcial sfafemems.for !he 52wrd 53- l1"eek penocls ended l·t•hruw:r I. 101-1 a11d 1-i..•hrm"IJ:l" 2. 101.3. 

H Neg ina impairmem represe/1/s the c.:harge relu!ed to wri1i11g clmm1he con:t·ing ralue l!(fhe proper~r, plan! ami eqrlipmenl am/ im·eslme111 prope!r~r !?(one t!(the 
Uegina /ogislics cel7frf!s ("'l?fl" '). /o theji.·1ir mlue less costs to sell described in Nole ]I) t?(fhe ( 'omptfl~\" 's c:0/1.Wiidatedjinc.mcia/ s/mememsfiw the 51 and 53-
week period~ ended 1.-ehruw:r I. 101 .J ami FehrJu11:r 1. 101.3. 

( )th<'l· a.uel impairmenl represems tht! charge related to wriling dmrn the can:ring l·a/ue (!f"tlre propt'r~r. pla111 and eqwpme/11 f!(certain ,·ash geoerming units 
descrihf!d i11 N01e Y t?(/he ( ·ompm~\- ·_.., conwlidaledfinancial statf!llll!111s.fhr !he 5] and 53-lreek perimlo; ended Fehruw:r I. 10 I.J and Fehrum:r 1. 1013. 

10 SH.\'uw'!'an~r costs repre.w111.\ the t•stimmed costs to the ( ·ompm~r n•latf!d 10 potemial claims.fiw 1rork tlral/wd heen pe!.'f(wmecll~r SJ-1,\'. prmr lo SHS wmouncing 
it \1"as in receil"ershil' described in Noh' I-I t?(fhe ( ·ompw~r\ cmt.mlidated.fincrm.:ial ,·toteme111s.fiw tlrl! 5] and 53- H·eek pl!riod\·ended l·dwuw:r I. ]0/.J ami 
Fehrtttn:\· 1. ]0 13. 

I I Al(jus!ed I:"HIJ"J.> . ..J is a llfi.!OSI/1'1! used l~r 111t11U.Igemem. the ref ail indusfl:r a11d in res tors as an indh"ator t~/tlle ( 'ompany "s peJ_·fhrmance. ahili~r to incur and sernce 
deht. a11d as a l'tlluation meTric. Adjuo;!ed 1:"11/J})...l is a 11011-IFNS measure. 

I 1 .-lc(jusred /o n:flecf !he change., re.wlfing.fi-tnn the retrospect ire applicatio11 (?I the clumge in a(·cmmliug polic:r related to the adoption t!(anwmting 
swndard "'1/·RS I I. Joim . ..Jrrangemems .. 

55 



f. Consolidated Financial Results 

(in CAD millions) 

ReYenue 

Cost of goods and services sold 

Selling, administrative and other expenses 

Operating loss 

Gain on lease terminations and lease amendments 

Gain on sale of interest in joint arrangement 

Gain on settlement and amendment of retirement benefits 

Finance costs 

Interest income 

Earnings befm·e income taxes 

Income tax expense 

Net earnings 

$ 

$ 

2013 

3,991.8 
2,548.1 

1,631.5 
(187.8) 

577.2 

66.3 

42.5 

10.8 
2.6 

490.0 

(43.5) 

446.5 

Fiscal 
% Chg 2013 

VS 20]2 2012 

(8.2)% $ 4.346.5 

(7.3)% 2.749.2 

(2.3)% 1.669.1 

(161.6)% (71.8) 

245.4% 167.1 

670.9% 8.6 

101.4% 21.1 

(28.5)% 15.1 

(39.5)% 4.3 

329.1% 114.2 

(234.6)% ( 13.0) 

341.2% $ 101.2 

2013 compared with 2012- Total revenue in Fiscal 2013 decreased 8.2% to $3.991.8 million compared to $4,346.5 million 
during the same period in Fiscal2012. Same store sales decreased by 2.7% in Fiscal 2013 compared to Fiscal20 12. Revenue 
for Fiscal2013 relating to Home & Hardlines decreased by $127.0 million compared to the same period in Fiscal2012. due 
to sales volume declines in almost all product categories. Same store sales in Home & Hard lines decreased by I 0.8%. Revenue 
for Fiscal20 13 relating to Major Appliances decreased $53.0 million. compared to Fiscal20 12. due to sales volume decreases 
in all products within Major Appliances. Same store sales _in Major Appliances decreased by 4.2%. Revenue relating to 
Apparel & Accessories decreased by $11.4 million compared to Fiscal 2012. primarily due to sales volume decreases in 
cosmetics. jewellery and women ·s intimates. partially offset by increases in luggage. footwear. chi ldren's wear and men 's 
wear. Same store sales in Apparel & Accessories increased by 4.2%. Other merchandise revenue for Fiscal 2013 decreased 
by $134.8 million compared to Fiscal 2012. primarily due to the licensing arrangement with SHS. Included in the total 
revenue decrease for Fiscal 2013 described above. was the impact of the closure of four Fu ll-Line stores during the second 
half of Fiscal 2012. which negatively impacted revenue for Fiscal 2013 by $70.9 million. compared to Fiscal 2012. Also 
included in the total revenue decrease for Fiscal 2013 described above \Vas the loss of the 53rd week compared to Fiscal 
2012. whi ch negatively impacted revenue for Fiscal 2013 by approximately $48.2 million. 

Total revenue recognized from points redemption under the loyalty program for Fiscal 2013 was $39.7 million (Fiscal 2012 : 
$35.1 mi ll ion) and tota l re1 enue deferred related to points issuances was $41.7million (Fiscal2012: $33.3 million). Total 
revenue recognized for unredeemed points in Fiscal 2013 (by exclusion from deferral in the loyalty point redemption rate) 
increased to $7.6 million (Fiscal2012: $5 .5 million) due to an increase in points issuance during Fiscal2013. The increase 
in total revenue deferred related to increased points issuance was primarily due to the introduction of a points-based bonus 
that replaced a coupon-based bonus for new customers during Fiscal2013. 

Cost of goods and services sold was $2.548.1 million in Fiscal 2013 compared to $2.749.2 million in Fiscal2012. a 7.3% 
decrease year-over-year. This decrease 11as attributable to both the licensing arrangement with SHS and lower sales volumes. 
which included the impact of the closure of four Fu ll-Line stores during the second half of Fiscal 2012. 

The Company 's gross margin rate\\ as 36.2% for Fiscal 2013 compared to 36.7% in Fiscal 2012. The decrease in the gross 
margin rate in Fisca l 2013 compared to Fiscal20 12 11as due primarily to reduced margin in home furnishings. fitness. CA WP. 
electronics. and Major Appliances. 

Selling. administrative and other expenses. including depreciation and amortization expense. decreased by $37.6 million or 
2.3% to $1.631.5 million in Fiscal 2013 compared to Fiscal 20 I 2. The decrease in expense \\as primarily driven by reduced 
spending in adYertising and payroll. Advertising expense decreased primarily due to reductions in Jlyer and catalogue 
circulation. and page counts. Payroll expense decreased primarily due to the reduction in associates compared to Fiscal20 12. 
as a result of previous transformation actions during Q4 2012 and throughout Fiscal 2013. Transformation expenses are 
included in selli ng. administrati ve and other expenses and increased by $60.3 million to $72.9 million in Fiscal20 13. compared 
to Fiscal 2012 . Foreign exchange loss also increased expenses by $7.0 million in Fiscal 2013 compared to Fiscal 2012. 
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Depreciation and amortization expense in Fiscal2013 decreased by $15.1 million to $111.4 million compared to Fiscal2012, 
primarily due to the disposal of assets relating to the closure offour Full-Line stores, the sale of the Medicine Hat Mall joint 
arrangement in Fiscal2012 and certain property, plant and equipment being fully depreciated in Fiscal2013. 

During Fisca120 13, the Company incurred transformation expenses totaling $72.9 million. Transformation expenses of$18. 7 
million were primarily due to the impact of the agreements with IBM and Wipro to outsource some of the work CUITently 
performed by internal Sears resources in pmtions of IT, Finance and Accounting, and Payroll. Transformation expenses for 
Fiscal20 13 also included $12.3 million of severance costs from the lease terminations of the five stores announced on October 
29,2013, $3.1 million of severance costs due to the closure of the RLC, and $1.3 million related to the outsourcing oflndirect 
Procurement. As a result of fUither announcements in Q4 2013, transformation expenses also included severance costs of 
$23.2 million related to Customer Contact Centres, head office, logistics team, and the Repair Services and Pmts businesses. 
Pension curtailment costs of$4.8 million related to the various announcements were also included in transformation expenses. 
It is anticipated that the changes from the Fiscal 2013 announcements will result in approximately $60.0 million to $70.0 
million in savings in Fiscal 2014 and approximately $80.0 million to $90.0 million of annualized savings commencing in 
Fiscal2015 (See ··cautionary Statement Regarding Forward-Looking Information''). 

On June 14,2013, the Company announced its intention to enter into a series of transactions related to its leases on two 
prope1ties: Yorkdale Shopping Centre (Toronto) and Square One Shopping Centre (Mississauga). The landlords approached 
the Company with a proposal to enter into a series of! ease amendments for a total consideration of $191.0 million, being 
the amount the landlords were willing to pay for the right to require the Company to vacate the two locations. 

On June 24, 2013, the Company received proceeds of$191.0 million upon closing of the transaction which gave the landlords 
the right to require the Company to vacate the two locations by March 31, 2014. The landlords exercised such right on July 
25, 2013. The transaction resulted in a pre-tax gain of$185. 7 million. net oflegal costs and the de-recognition ofleasehold 
improvements of $5.3 million. 

The Company also granted the owners of the Scarborough Town Centre (Toronto) prope1ty an option to enter into ce1tain 
lease amendments in exchange for $1.0 million, which was paid on June 24, 2013. The option may be exercised at any time 
up to and including June 20,2018. and would require the Company to complete ce1tain lease amendments in exchange tor 
$53.0 million. Such lease amendments would allow the owners to require the Company to close its store. As of February L 
2014, the option had not been exercised and was included in ''Accounts payable and accrued liabilities'' in the Consolidated 
Statements of Financial Position for Fisca12013. 

On October 29,2013, the Company announced that it would terminate its leases in respectoftourstores and pmtially terminate 
its lease in a tifth location, for a total consideration of$400.0 million. Four of the tive stores are owned by Cadillac Fairview 
and are located in Ontario: Toronto Eaton Centre, Sherway Gardens. Markville Shopping Centre and London-Masonville 
Place. The tifth store is located at Richmond Shopping Centre in British Columbia and is co-owned by Ivanhoe Cambridge 
II Inc. and Cadillac Fairview. The transaction requires Sears to vacate Sherway Gardens. London-Masonville Place and the 
retail tloors of the Toronto Eaton Centre (''TEC''), by February 28,2014, and Markville and Richmond Shopping Centres 
b)' February 28.2015. On November 12. 2013, the Company received proceeds of$400.0 million for these transactions, 
resulting in a pre-tax gain of$391.5 million, net oflegal costs and the de-recognition ofleasehold improvements and furniture 
and fixtures of$9.5 million. 

During Q4 2013, the Company sold its interest in the prope1ties co-owned with Westclifftor total proceeds of$315.4million, 
recognizing a pre-tax gain of $66.3 million on the sale. In connection with this transaction, the Company determined that 
because it had surrendered substantially all of its rights and obligations and had transferred substantially all of the risks and 
rewards of ownership related to the eight prope1ties, immediate gain recognition was appropriate. 

In December 2013, the Company amended the early retirement provision of its pension plan to eliminate a benefit tor 
associates who voluntarily resign prior to age of retirement. with effect January 1, 2015, recognizing a gain of$13.0 million. 
Also, the Company amended its pension plan for improvements that increase pmtability of associates' benefit. with etfect 
March L 2014, and implemented fixed indexing at 0.5% per annum for eligible retirees, with etfect January L 2014, 
recognizing an expense of $14.0 million. Lastly, in December 2013, the Company amended the non-pension retirement 
benefit plan to fi·eeze future benefits as at January 1, 2015, recognizing a gain of $43.5 million ($43.8 million net of $0.3 
million of expenses). The Company recognized a gain on settlement and amendment of retirement benefits of$42.5 million 
during Q4 2013 as a result of these transactions. 

Finance costs in Fiscal20 13 decreased by 28.5% to $10.8 million compared to $15.1 million during Fiscal 2012. Fiscal20 12 
included interest expense on unce1tain tax positions of$3.9 million. 

25 

57 



Interest income decreased by 39.5% to $2.6 million in Fiscal 20 I 3 compared to $4.3 million in Fiscal 2012 primarily due to 
interest income of $1.6 million earned on deposits made to tax authorities in Fiscal 2012. Refer to Note 22 ·'Income taxes·· 
ofthe Notes to the Consolidated Financial Statements for Fiscal 20 I 3 for additional information. 

Income tax expense was $43.5 million for Fiscal 2013 compared to an income tax expense of$13.0 million in Fiscal 2012. 
The year-over-year change was primarily attributable to higher taxable earnings as a result of the gains recognized on the 
termination of the eight joint arrangements co-owned by Westcliff and seven lease terminations during Fiscal 2013. 

g. Fourth Quarter Results 

Fourth Quarter 

% Chg 2013 
(in CAD millions) 2013 VS 2012 2012 

Revenue $ 1,182.3 (9.6)% $ 1.307.2 

Cost of goods and services sold 792.2 (6.7)% 848.7 

Selling. administrative and other expenses 467.8 6.7 % 438.3 

Operating (loss) earnings (77.7) (484.7)% 20.2 

Gain on lease terminations and lease amendments 391.5 100.0% 

Gain on sale of interest in joint arrangement 66.3 670.9% 8.6 

Gain on settlement and amendment of retirement benefits 42.5 101.4% 21.1 

Finance costs 2.7 (6.9)% 2.9 

Interest income 1.0 11.1 % 0.9 

Eamings before income taxes 420.9 778.7% 47.9 

Income tax expense (47.2) (490.0)% (8.0) 

Net earnings $ 373.7 836.6%$ 39.9 

Q4 2013 compared with Q4 2012- Total revenue in Q4 20 I 3 decreased by 9.6% to $1.182.3 million compared to $1.307.2 
mil I ion in Q4 2012. with same store sales dec! ine of 6.4% in Q4 20 13. The revenue relating to Home & I-lardi ines decreased 
by $53.1 million compared to the same period in Fiscal 2012. primarily due to sales volume declines in home furnishings. 
home decor. CAWP and electronics. partially onset by increases in seasonal. Same store sales in Home & Hardlines decreased 
by 15.5%. The revenue relating to Major Appliances decreased by $32.0 million in Q4 20 I 3 compared to the same period 
in Fiscal 2012. due to sales volume decreases in all products within Major Appliances. Same store sales in Major Appliances 
decreased by 9.0%. The revenue relating to Apparel & Accessories decreased by $3.6 million in Q4 2013 compared to the 
same period in Fiscal 2012. primarily due to sales volume decreases in cosmetics. women·s intimates and women·s apparel. 
partially offset by increases in footwear. children·s wear and men·s wear. Same store sales in Apparel &Accessories increased 
by 1.1 %. Other merchandise revenue decreased by $27.8 million in Q4 20 I 3 compared to the sa1'ne period in 2012. due to 
the licensing arrangement with SHS. Included in the total revenue decrease tor Q4 20 I 3 described above. was the impact of 
the timing change tl·om a 53-week period ended February 2. 2013 to a 52-week period ending February 1. 2014, wh ich 
negatively impacted revenue tor Q4 2013 by $29.1million. compared to Q4 2012. Also included in the total revenue decrease 
tor Q4 2013 described above. was the loss of the 14th week compared to Q4 2012. 11·hich negatively impacted revenue lor 
Q4 2013 by approximately $48.2 million. Revenue tor Q4 2013 was also negath·ely impacted by unusual weather. 1vhich 
caused extended po11er failures and unsafe road conditions. 

Total revenue recognized hom points redemption under the Ioyalt) program in Q4 2013 was $13.7 million (Q4 2012: $9.3 
million) and total revenue deferred related to points issuances in Q4 2013 was $1 4.1 million (Q4 2012: $12.8 million). Total 
revenue recogn ized in Q4 2013 tor unredeemed points (b) exclusion tl·om deferral in the loyalty point redemption rate) 
increased to $3.0 million (Q4 2012:$2.0 million) due to an increase in points issuance during Fiscal 2013. The increase in 
total revenue deferred related to increased points issuance 11as primarily due to the introduction of a points-based bonus that 
replaced a coupon-based bonus tor new customers during Fiscal 2013. 

Cost of goods and services sold was $792.2 million in Q4 2013 compared to $848.7 million in Q4 2012. a 6.7% decrease. 
This decrease 11as attributable to the licensing arrangement with SHS and lower sales volumes. 11hich included the impact 
ofthe 14th 11·eek in Q4 2012. 
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The Company's gross margin rate was 33.0% in Q4 2013 compared to 35.1% in Q4 2012. The decrease in the gross margin 
rate was due primarily to reduced margins in home furnishings, fitness, home decor, electronics, footwear and children's 
\Vear resulting from increased clearance activity. 

Selling, administrative and other expenses. including depreciation and amortization expense increased by $29.5 million or 
6.7% to $467.8 million in Q4 2013 compared to Q4 2012. The increase in expense was primarily driven by the inclusion of 
transformation expenses of$51.2 million, impairment loss of$11.2 million on a number of retail stores, as described in Note 
9 ··Property, plant and equipment and investment property'' of the Notes to the Consolidated Financial Statements for Fiscal 
2013, and foreign exchange losses of $4.0 million. Excluding these non-recurring items, selling, administrative and other 
expenses in Q4 2013 declined $21.2million or 5.0% compared to Q4 2012. The decrease in expenses excluding non-recurring 
items is attributable to lower spending on payroll in Q4 2013 compared to Q4 2012, primarily due to the reduction in associates, 
as a result of previous transformation actions. 

Depreciation and ammiization expense in Q4 2013 decreased by $6.9 million, as compared to Q4 2012, primarily due to the 
disposal of assets relating to the lease terminations and lease amendments of two Full-Line stores in the second qua1ier of 
2013, and the sale ofthe Medicine Hat Mall joint arrangement in Q4 2012. 

During Q4 2013, the Company incurred transformation expenses totaling $51.2 million. primarily related to Customer Contact 
Centres. head office, logistics team, and the Repair Services and Pmis businesses. Pension cu1iailment costs of$4.8 million 
were also included in transformation expenses. 

On October 29. 2013, the Company announced that it would terminate its leases in respect off our stores and pmiially terminate 
its lease in a fifth location, for a total consideration of$400.0 million. Four of the five stores are owned by Cadillac Fairview 
and are located in Ontario: Toronto Eaton Centre, Sherway Gardens, Markville Shopping Centre and London-Masonville 
Place. The fifth store is located at Richmond Shopping Centre in British Columbia and is co-owned by Ivanhoe Cambridge 
II Inc. and Cadillac Fairview. The transaction requires Sears to vacate Sherway Gardens, London-Masonville Place and the 
retail floors of the Toronto Eaton Centre (''TEC"), by February 28,2014. and Markville and Richmond Shopping Centres 
by February 28,2015. On November 12, 2013, the Company received proceeds of $400.0 million for these transactions, 
resulting in a pre-tax gain of$391.5 million. net oflegal costs and the de-recognition ofleasehold improvements and furniture 
and fixtures of $9.5 million. 

During Q4 2013, the Company sold its interest in the properties co-owned with Westclitffortotal proceeds of$315.4million, 
recognizing a pre-tax gain of $66.3 million on the sale. In connection with this transaction. the Company determined that 
because it had surrendered substantially all of our rights and obligations and had transferred substantially all of the risks and 
rewards of ownership related to the eight prope1iies, immediate gain recognition was appropriate. 

In December 2013, the Company amended the early retirement provision of its pension plan to eliminate a benefit tor 
associates who voluntarily resign prior to age of retirement. with effect January I, 2015, recognizing a gain of$13.0 million. 
Also, the Company amended its pension plan for improvements that increase portability of associates' benefit. with effect 
March L 2014, and implemented tixed indexing at 0.5% per annum tor eligible retirees, with effect .January L 2014, 
recognizing an additional costof$14.0 million. Lastly. in December20 13, the Company amended the non-pension retirement 
benefit plan to freeze future benefits as at January L 2015. recognizing a gain of$43.5 million ($43.8 million net of$0.3 
million of expenses). The Company recognized a gain on settlement and amendment of retirement benefits of$42.5 million 
during Q4 2013 as a result of these transactions. 

Finance costs in Q4 2013 of$2.7 million were comparable to finance costs in Q4 2012. 

Interest income in Q4 2013 of $1.0 million was comparable to interest income in Q4 2012. 

Income tax expense increased to $47.2 million in Q4 2013 compared to $8.0 million in Q4 2012 due to higher taxable earnings 
as a result ofthe gain recognized on the termination ofthe eight joint arrangements co-owned by Westclitf and the tive lease 
terminations during Q4 2013. 
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2. Segment Performance 

Results of Merchandising Operations 

Fourth Quarter Fiscal 

%Chg2013 % Chg 2013 
(in CAD mi!!ions) 2013 VS 2012 2012 2013 vs 2012 2012 

Total Revenue $ 1,169.2 (9.9)% $ 1.298.0 $ 3,945.8 (8.3)% $ 4.300.7 

Cost of goods and services sold, 
operating, administrative and selling 
expenses 1,157.5 (6.3)% 1.235.0 3,934.7 (7.5)% 4,252.2 

Adjusted EBITDA $ 11.7 (81.4)% $ 63.0 $ 11.1 (77.1)% $ 48.5 

Comparative Analysis- Revenue for the Company·s merchandise operations decreased by 9.9% in Q4 2013 and 8.3% 
in Fiscal 2013. as compared to the same periods in Fiscal 2012. Adjusted EBITDA decreased by 81.4% in Q4 2013 and 
77.1% in Fiscal 2013. as compared to the same periods in Fiscal 2012. Refer to Section If ··consolidated Financial 
Resu lts .. and 1 g --Fourth Quarter Results .. for additional information. 

Results from Real Estate Joint Arrangements 

Fourth Quarter Fiscal 

(inCA D millions) 
%Chg2013 

2012 1 
%Chg2013 

2013 vs 2012 2013 vs 2012 

Total Revenue $ 13.1 42.4% $ 9.2 $ 46.0 0.4% 

Cost of goods and services sold. 
operating. administrative and selling 

6.8 44.7% 4.7 21.4 2.9% ex12enses 
Adjusted EBITDA $ 6.3 40.0% $ 4.5 $ 24.6 ( 1.6)% 

I . ..JdJusJed fO r,:flectthe changes n•.w!Jingji-rmT !he relrospedil'e applicalioll (~(fhl! clwnge ill acc:mmling f?OI!(:\' re/{(fec/ to the adopflon (~(ac:colfllf;,Jg 
Sflimtard "/J.J?,\' I I . .Joi111 Arrangememx ". 

2012' 

$ 45.8 

20.8 

$ 25.0 

Comparative Analysis - Revenue for the Company·s real estate joint arrangements for Q4 2013 and Fiscal 2013 increased 
by 42.4%and 0.4%. respectively. as compared to the same periods in Fiscal2012.Adj usted EBITDA forQ4 2013 increased 
by 40.0%. as compared to Q4 2012. Q4 2013 revenue and adjusted EBITDA were positively impacted by transaction 
adjustments associated with the sale of certain Westcliffjoint arrangements. and higher occupancy with in the various 
shopping mall s. Adjusted EBITDA for Fiscal 2013 decreased by 1.6%. as compared to Fiscal20 12. The results for Fiscal 
2013 were impacted by the sale ofthe Medicine Hat real estatejoint arrangement during Q4 2012. 

3. Consolidated Financial Position, Liquidity and Capital Resources 

Current assets as at February I. 2014 were $215.1 million higher than as at February 2. 2013 due primari ly to the 
improvement of$275.3 million in cash and cash equivalents and a reclassification of$13.3 million in assets classified 
as held for sale related to the RLC. partial ly o1Tset by a decrease of$76.8 million in imentory. 

Current liabil ities as at February I. 2014 were $58.8million higher than as at February 2. 2013 due primarily to an increase 
of $43.1 million in provisions due to severances tl·om transformation initiati\·es \\hich are expected to be paid during 
Fiscal 2014. and $52.2 million in income taxes payable due to higher taxable earnings resulting fi·om the gains on the 
lease terminations and amendments as well as the sale of the Company·s interest in certain joint arrangements. partially 
offset by a decrease of$45.0 million in accounts payable and accrued liabilities. primarily due to lower inventory receipts 
and the timing of vendor payments. 

Inventories \\ere $774.6 million as at February I. 2014 compared to $851.4million as at February 2. 2013. The $76.8 
mil lion decrease in the inventory balance is primaril) due to a reduction in in\'entory resen e balances due to improved 
in ventory quality. and improved management of inventory receipts compared to Fiscal 2012. 

Total cash and cash equivalents was $513.8million as at February I. 2014 compared to $238.5 million as at February 2. 
2013. The increase of $275.3 million was primarily due to $590.5 million in proceeds tl·om lease terminations and lease 
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amendments received during Fiscal 2013, and $315.4 million received for the sale of the Company's interest in certain 
joint arrangements, patti ally offset by a $509.4 million dividend payment during Q4 2013, the purchase of$70.8 million 
in prope1ty. plant and equipment and intangible assets during Fiscal 2013. and settlement of long-term obi igations of 
$30.1 million associated \\ ith the divested joint arrangements during Q4 2013 . 

Total assets and liabilities as at the end ofFiscai2013 and Fiscal2012 are as follows: 

As at As at 

(in CAD millions) February 1, 2014 February 2. 2013 

Total assets $ 2,392.3 $ 2.504.7 

Total liabilities $ 1,318.5 $ 1,428.3 

Total assets as at February I. 2014 decreased by $112.4 million to $2,392.3 million compared to $2.504.7 million as at 
February 2. 2013. due primarily to lower property, plant and equipment as a result of the sale ofthe Compan:(s interests 
in certain joint arrangements which occurred during Q4 2013. and lower inventory, partially offset by increases in cash 
and cash equivalents. 

Total liabilities as at February I. 2014 decreased by $109.8 million to $1.318.5 million compared to $1.428.3 mil lion as 
at February 2. 2013. due primarily to lower retirement benefit liability as a result of amending the non-pension retirement 
benefit plan to tl-eeze future benefits, lower accounts payable and accrued liabilities. and long-term obligations. partially 
offset by increases in provisions and income taxes payable. 

Cash flow used for operating activities - Cash flow used for operating activities decreased by $28.9 million during 
Fiscal 2013 to $25.8 million compared to cash flow used for operating activities of$54. 7 million during Fiscai2012. The 
Company·s primary source of operating cash flow is the sale of goods and services to customers. while the primary use 
of cash in operating activities is the purchase of merchandise inventories. The increase in cash tl·om operating activities 
is attributable to favourable changes in inventories. provisions. and income and other taxes payable and recoverable. 
partially offset by unfavourable changes in accounts receivable. accounts payable and accrued liabilities. and deferred 
revenue. 

Cash flow generated from investing activities - Cash flow generated from investing activities increased by $719.6 
million during Fiscal 2013 to $837.0 million compared to cash flow generated J'i·om investing activities of$117.4 million 
during Fiscai2012 primarily due to proceeds received tl·om lease terminations and lease amendments of$590.5 million 
and proceeds received Jl·om the sale of the Company·s interests in certain joint arrangements of $315.4 million . Cash 
flow generated from these transactions was partially offset by $70.8 million of capital expenditures incurred during the 
year. as compared with $101.6 mi llion tor Fiscal 2012 . Fiscal 2012 included proceeds received from lease terminations 
and lease amendments of $175.0 mi llion and proceeds recei ved tl·om the sale of the Company's interest in a joint 
arrangement .of $38.3 m iII ion. 

Cash flow used for financing activities- Cash flow used tor financing activities increased by $313 .0 million to $537.5 
mil lion during Fiscai2013 compared to $224.5 million during Fiscal 2012. The increase in cash 1low used is primari ly 
due to an extraordinary dividend payment of $509.4 million which occurred during Q4 2013. Fiscal 2012 included an 
extraordinary di\·idend payment of$101.9miliion. and repayments on the credit facility of$93.1miliion. 

Contractual Obligations 

Contractual obl igations. including payments due over the next fi\'e fiscal years and thereafter. are shom1 in the foiiO\I"ing 
table: 
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Contractual Cash Flow Maturities 

Carrying Within I \'ear to 3 years to Beyond 
(i11 CAD millio11s) Amount Total I year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 438.7 $ 438.7 $ 438.7 $ $ $ liabilities 

Finance lease obligations including 
payments due within one year1 ~ 33.0 43.0 7.2 1 1.3 10.0 14.5 

Real estate joint arrangement 
obligations incl~ding payments due 
within one year- 2.9 3.0 3.0 

Operating lease obligations3 n/a 481.7 94.8 151.4 109.9 125.6 

Royalties3 n/a 3.5 0.8 1.5 1.2 

Purchase agreements3
·
5 n/a 16.9 7.9 9.0 

Retirement benefit plans obligations4 286.0 88 .0 2.4 58.7 26.9 

$ 760.6 $ 1,074.8 $ 554.8 $ 231.9 $ 148.0 $ 140.1 

(·ash .flow maturitir!s related Jo.fincmce lease ohhgations. inc/mling pt.~I"IIIL'111.\' due! lrifhin 0111! year. include am mal inferesl on.fincmce lease ohligmiom m a 
ll"eig/1/ed m·eragc rate f!(-..5%. l'hr! ( 'ompcn~r had 110 horrmdngo.; on tlu: ( ·redi!l·'crcilil_r al Fr:hruw:r I. ]0/-1. 

] ( 'ashjlmr mafw·ities n•latf!d to real estate joint arrangemem ohlif!,ations. including fJ£~1'111<'111.\' dtw lf'ilhin one yntr. include amwa/ mterest 011 mongage oh/igafions 
m a 11"eiglued arerage rate t?(2.8%. 

J>urcha.\·e agreeJJwnls, operati11g lease ohli;tatirm.'i. am/ n~l'allies are 1101 reporiC!d in the ( 'onwlidated ,\'ICih'J/11.!/IIS (~I Fmandal Position. 

./ l'l~\'llle11fs heyond 20/3 arC! .ml~iect ro a.fimding ra/11atimr to he comple!ed as m /)ecemher 31. 20/3. ( !mill hen, !he ( 'mnpw~1· is oh/iga!ed Jojimd in accordance 
trifli the most recenf raluation compleled as at /Jecemher 31. ]()JU. /he ( 'olllfXU~l' pre.fimded ]0/-1 contrihutimrs r~j'S/5 million itr J),•,:emher ]0/3. 

5 ( 'erlain rendors require! miuimum purchase commifl11ellllen•ls ol'er the term r~(rln• comracf. 

Retirement Benefit Plans 

In Fiscal20 13. the Company's retirement benefit plan obligations decreased by $129.7 million to $286.0 million compared 
to Fiscal 2012 primarily due to plan amendments to retirement benefit plans. as described below. and also as a result of 
higher asset returns on pension plan assets. 

In December 20I3, the Company amended the early retirement provision of its pension plan to e liminate a benetit for 
associates who voluntarily resign prior to age of retirement. with etTect January I. 20 I5. Also. the Company amended its 
pension plan for improvements that increase portability ofassociates· benefits. with e1Tect March 1. 20 I4. and implemented 
fixed indexing at 0.5% per annum for eligible retirees. with e!TectJanuary 1. 20 I4. Lastly. in December 2013. the Company 
amended the non-pension retirement benefit plan to freeze future benefits as at January I. 2015 . 

In Q4 2013. the Company recorded a pre-tax gain of $42.5 million ($42.8 mil lion net of$0.3 million of expenses) as 
shown on the Consolidated Statements of Net Earnings and Comprehensive Income related to amendments described 
above to the retirement benetit plans. 

In the tirst quarter of2014. the Company will make another voluntary offer to settle health and dental bene1its covered 
under the non -pension retirement plan. The Company expects to settle any acceptances tl·om the otTer in the second quarter 
of2014. Also in the tirst quarter of20I4. the Company will otTer lump sum settlements to those terminated associates 
who previously elected to defer the payment of their defined bene1it pension until retirement. The Company expects to 
settle accepted offers through the third quarter of20 14. The amount ofthese settlement offers is currently not determinable. 

The Company measures its accrued benetit obligations and the fair va lue of plan assets for accounting purposes as at 
January 31. The most recent actuarial Yaluation of the pension plan for funding purposes is dated December 31. 2010. 
The next actuarial valuation assessment is required as of December 3 I. 2013. and due to be completed by Q3 2014. An 
actuarial valuation of the health and \Vel fare trust is performed at least every three years. with the last valuation completed 
as of September I. 201 1. 

During Fiscal 201 J. the Company changed the target asset allocation to 55-75% tixed income and 25-45% equity for the 
registered and non-registered pension plans. For the assets in the health and\\ elfare trust. included in Other Benefit Plans. 
the Company changed the asset allocation to I 00% tixed income. As at the end of Fiscal 20 I 3 and 20 I 2. the assets were 
in line with the target allocation range. with the transitioning of assets hom alternative investments near completion. The 
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asset allocation may be changed from time to time in terms of weighting between fixed income, equity and other asset 
classes as well as within the asset classes themselves. 

The plan's target allocation is determined by taking into consideration the amounts and timing of projected liabilities, the 
Company's funding policies and expected returns on various asset classes. To develop the expected long-term rate of 
return on assets assumption, the Company considered the historical returns and the future expectations for returns for 
each asset class, as well as the target asset allocation of the pension portfolio. 

Capital Resources 

The Company's capital expenditures, working capital needs, debt repayment and other financing needs are funded 
primarily through cash generated from operations and exiting cash on hand. In selecting appropriate funding choices, the 
Company's objective is to manage its capital structure in such a way as to diversity its funding sources, while minimizing 
its funding costs and risks. Sears expects to be able to satisfY all of its financing requirements through cash on hand, cash 
generated by operations and, if necessary, availability under the Company's credit facility as described below. The 
Company's cost of funding is affected by general economic conditions, including the overall interest rate environment. 
as well as the Company's financial performance, credit ratings and fluctuations of its credit spread over applicable reference 
rates. 

The Company's debt consists of a secured credit facility and finance lease obligations and the Company's share of its 
real estate joint arrangement obligations. In September 20 I 0, the Company entered into an $800.0 million senior secured 
revolving credit facility (the "Credit Facility'') with a syndicate oflenders with a maturity date of September I 0. 2015. 
The Credit Facility is secured with a first lien on inventory and credit card receivables. Availability under the Credit 
Facility is determined pursuant to a borrowing base formula. Availability as determined by the Company's borrowing 
base under the Credit Facility was $374.0 million as at February I. 2014 (February 2, 2013: $501.5 million, January 28. 
2012: $415.1 million). The current availability may be reduced by reserves currently estimated by the Company to be 
approximately $197.0 million. which may be applied by the lenders at their discretion pursuant to the Credit Facility 
agreement. As a result of judicial developments relating to the priorities of pension liability relative to certain secured 
obligations, the Company has executed an amendment to its Credit Facility agreement which would provide additional 
security to the lenders by pledging certain real estate assets as collateraL thereby pmtially reducing the potential reserve 
amount the lenders could apply by up to $150.0 million. As at February I, 2014, three prope1ties in Ontario have been 
registered under the amendment to the Credit Facility agreement. The additional reserve amount may increase or decrease 
in the future based on changes in estimated net pension deficits in the event of a wind-up, and based on the amount of 
real estate assets pledged as additional collateral. 

The proceeds of $590.5 million received by the Company during Fiscal 2013 for the lease terminations and lease 
amendments was used towards the distribution of an extraordinary cash dividend of$509.4 million during Q4 2013. The 
remaining proceeds in addition to the $315.4 million of proceeds received by the Company in Q4 2013 for the sale of 
their interest in certain joint arrangements, will be used towards capital expenditures and other general corporate purposes. 
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 stock purchases and dividends. 

As at February I, 2014. the Company had no borrowings on the Credit Facility and had unam01tized transaction costs 
incurred to establish the Credit Facility of$4.4million included in ·'Other long-term assets'' in the Consolidated Statements 
of Financial Position (February 2, 2013: no borrowings and net ofunam01tized transaction costs of$6.2 million included 
in ·'Other long-term assets'', January 28, 2012: borrowings of$93.1 million, net of unamortized transaction costs of $8.0 
million. included in ·'Long-term obligations''). In addition, the Company had $24.0 million (February 2, 2013: $19.7 
million. January 28, 2012: $6.3 million) of standby letters of credit outstanding against the Credit Facility. These letters 
of credit cover various payments primarily relating to utility commitments and defined benefit plan deficit funding (see 
Note 20 "Retirement benefit plans'' of the Notes to the Consolidated Financial Statements for Fiscal 2013 tor additional 
information). Interest on drawings under the Credit Facility is determined based on bankers' acceptance rates for one to 
three month terms or the prime rate plus a spread. Interest amounts on the Credit Facility are due monthly and are added 
to principal amounts outstanding. 

As at February L 2014, the Company had outstanding merchandise letters of credit of U.S. $9.0 million (February 2, 
2013: U.S. $7.9 million, January 28, 2012: U.S. $5.5 million) used to support the Company's offshore merchandise 
purchasing program with restricted cash and cash equivalents pledged as collateral. 
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4. Financial Instruments 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk 
consists of foreign exchange and interest rate risk. See Note 14 ·'Financial instruments•· of the Notes to the Consolidated 
Financial Statements for Fiscal 2013 for additional information. 

Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's 
counterpmiies to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash 
equivalents, accounts receivable and other long-term assets. 

Cash and cash equivalents, accounts receivable. derivative instruments and investments included in other long-term assets 
totaling $605.8 million as at February L 2014 (February 2, 2013: $317.7 million, January 28, 2012: $519.3 million) 
expose the Company to credit risk should the borrower default on maturity of the investment. The Company manages 
this exposure through policies that require borrowers to have a minimum credit rating of A, and limiting investments with 
individual borrowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from customers as a result of ongoing credit evaluations and review of 
accounts receivable collectability. As at February L 20I4, one pmiy represented I L3% of the Company's accounts 
receivable (February 2, 2013: no party represented greater than I 0.0% of the Company's accounts receivable, January 28, 
20I2: one pmiy represented 26.5% of the Company's accounts receivable). 

Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they come due. 
The Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet 
current and foreseeable financial requirements at a reasonable cost. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency 
exchange rates, interest rates and commodity prices. 

From time to time, the Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect 
to U.S. dollar denominated assets and liabilities and purchases of goods or services. As at February I, 2014, there were 
forward contracts outstanding with a notional value of US $90.0 million (February 2, 2013: niL January 28, 20I2: nil) 
and a tair value of $7.2 million, based on current market rates. included in ""Derivative financial assets .. (February 2, 
20I3: nil, January 28, 20I2: nil) in the Consolidated Statements of Financial Position. These derivative contracts have_ 
settlement dates extending to July 20I4. The intrinsic value portion of these derivatives has been designated as a cash 
tlow hedge for hedge accounting treatment under lAS 39. Financial instruments: Recognition and Measurement. These 
contracts are intended to reduce the to reign exchange risk with respect to anticipated purchases ofU.S. dollar denominated 
goods purchased for resale (''hedged item''). As at February I, 2014, the designated pmtion of these hedges was considered 
effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements of 
Financial Position, the fair value of the contracts is included in .. Derivative financial assets•· or "Derivative financial 
liabilities•·, depending on the fair value. and classified as current or long-term, depending on the maturities of the 
outstanding contracts. Changes in the tair value ofthe designated portion of contracts are included in OCI tor cash tlow 
hedges. to the extent the designated pmiion of the hedges continues to be effective. with any ineffective portion included 
in "Cost of goods and services sold'' in the Consolidated Statements ofNet Earnings and Comprehensive Income. Amounts 
previously included in Other Comprehensive Income ··ocr· are reclassified to ·•cost of goods and services sold'' in the 
same period in which the hedged item impacted Net Earnings. 

During Fiscal20 13, the Company recorded a loss of$7.6 million (20 12: loss of$0.6 million). in ·'Selling, administrative 
and other expenses··. relating to the translation or settlement of U.S. dollar denominated monetaty items consisting of 
cash and cash equivalents, accounts receivable and accounts payable. 
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The year end exchange rate was 0.8978 U.S. dollar to Canadian dollar. A I 0% appreciation or depreciation of the U.S. 
and or the Canadian dollar exchange rate was determined to have an after-tax impact on net earnings of $0.6 million for 
U.S. dollar denominated balances inc I uded in cash and cash equi,alents, accounts receivable and accounts payable at the 
end ofFiscal2013. 

I ntet·est rate risli 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage 
exposure to interest rate risks. As at February I, 2014. the Company had no interest rate swap contracts in place (February 2, 
2013: niL January 28,2012: nil ). 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial 
assets and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and cash equivalents and borrowings under the Credit Facility. \\·hen applicable. are subject to interest rate risk. The 
total subject to interest rate risk as at February L 2014 was a net asset of $515.1 million (February 2. 2013: net asset of 
$239.8million. January 28.2012: net asset of$300.4million). An increase or decrease in interest rates of25 basis points 
would cause an alter-tax impact on net earnings of$0.9 million for net assets subject to interest rate risk included in cash 
and cash equivalents and other long-term assets at the end ofFiscal2013. 

5. Funding Costs 

The funding costs for the Company in Fiscal 2013 and Fiscal 2012 are outlined in the table below: 

(in CAD millions) 

I ntet·est costs 

Total long-term obi igations at end of period 1 

Average long-term obligations for period2 

Long-term funding costs3 

A\ erage rate of long-term funding 

Includes currem porfion (!/'long-term oh/igatJOI1.'i. 

$ 

Fourth Quarter 

2013 20124 

35.9 $ 59.4 

44.5 62.4 

1.0 1.1 

9.0% 7.1% 

] Jhe a1·erage lrmg·h'f'IJI cleht ohlip.a1io11s is c:alculated as £/IT arerage (~/the opening and l!nding ha/ancejiw the period 

$ 

Fiscal 

2013 20124 

35.9 $ 59.4 

52.1 78.7 

4.1 4.6 

7.9% 7.8% 

·' 1:\-cludes s!andl~r.fi!e on the 11111/St!d j)(Jrfion r~f tht! ( 'redil /·(rcili~\·, amrmr:anon (!(deiH ISsuance costs. lllferest accrued relmed to tmcerwin lax posiltons and sales 
far asst!.Hmellls. 

-1 ..-lt(justed lo re.f/ec:t !he changes resultillgflvm the retrospect ire applicaiion r!f the! chollge! in Cf('COIII1fing polhy rt!lated to the! adoption t~/ accmmting 
standard "1/·'U,\' I I . .!oi111 . ..Jrrangt'IIH'HIS" 

See Section 3 .. Consolidated Financial Position. Liquidity and Capital Resources·· of this MD&A for a description of the 
Company·s funding sources. 

6. Related Party Transactions 

As at March 13.2014. ESL ln\·estments.lnc .. and investment affiliates including EdwardS. Lampert. (collectively .. ESL""). 
is the beneficial holder of28.158.368 or 27.6%. of the common shares of the Company. Sears Holdings is the beneticial 
holder of 51.962.391 common shares. representing approximately 51 %of the Company·s total outstanding common 
shares. 

In the ordinary course of business. the Company and Sears Holdings periodically share selected services. associates. and 
tangible and intangible assets. Transactions bet\\·een the Company and Sears Holdings are recorded either at fair market 
, ·alue or the exchange amount. \Vhich was established and agreed to by the related parties. See Note 3 I ··Related party 
transactions·· of the Notes to the Consolidated Financial Statements for Fiscal 2013 for a detailed description of these 
related party transactions. 
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Intangible Properties 

The Company has a license from Sears, Roebuck & Co. (--Sears Roebuck .. ) to use the name ··sears'· as part of its corporate 
name. The Company also has licenses from Sears Roebuck to use other brand names, including Kenmore®, Craftsman'!l·. 
and DieHard·!C . 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. 

Cross Border Vendor Agreement 

The Company is party to a cross border vendor agreement with Sears Roebuck establishing collaboration and aiiO\Ying 
the Company and Sears Roebuck to use each others· websites to sell merchandise in the United States and Canada. 
Merchandise sold pursuant to the agreement will obligate the Company or Sears Roebuck. as applicable. to pay fees to 
the other party equal to (i) for some transactions. a percentage of merchandise selling prices, and ( ii) for other transactions. 
a percentage of the revenue booked by the applicable seller. This agreement can be terminated by either party on 60 days· 
written notice and will also terminate upon a transaction that results in the Company no longer being an affiliate of Sears 
Holdings. 

Software Agreement 

The Company and Sears Roebuck are party to an information technology agreement for the sharing of information 
technology and software development, ownership and costs. which agreement (i) either party may terminate on 90 days· 
written notice. or (ii) will terminate if Sears Holdings ceases to control 50% of the voting power of Sears Canada. 

Import Se1-vices 

Pursuant to an agreement between Sears Roebuck and the Company dated January I. 1995. Sears Canada utilizes the 
international merchandise purchasing services of Sears Holdings. Sears Holdings may provide assistance to the Company 
with respect to monitoring and facilitating the production. inspection and delivery of imported merchandise and the 
payment to vendors. Sears Canada pays Sears Holdings a stipulated percentage of the value of the imported merchandise. 
In Fiscal 2013. Sears Canada paid $4.8 million to Sears Holdings in connection with this agreement compared to $5.1 
million in Fiscal2012. 

Review and Approval 

Material related party transactions are currently reviewed by the Audit Committee of the Company·s Board of Directors 
(the --Audit Committee""). The Audit Committee is responsible for pre-approving all related party transactions that have 
a value greater than $1.0 million. 

7. Sha•·eholders' Equity 

The only outstanding shares of the Company are common shares . The number of outstanding common shares at the end 
of Fiscal 2013 and Fiscal 2012 Consolidated Statement of Financial Position are as follows: 

As at February I, 2014 

Outstanding common shares 101,877,662 

As at 
February 2. 20 13 

I 01.877.662 

In Fiscal 2013. no common shares \Yere issued (20 12: no common shares were issued) with respect to the exercise of 
options pursuant to the Employees Stock Plan. Refer to Section 8 ··Stock-Based Compensation·· tor intormation. 

On November 19, 2013. the Company announced that it would distribute $509.4 million to holders of common shares as 
an extraordinary cash diYidend. Payment in the amount of $5.00 per common share was made on December 6. 2013. 

On May 22. 2013, the Toronto Stock Exchange c·TSX"") accepted the Company·s Notice of Intention to make a Normal 
Course Issuer Bid ( .. 20 13 NCI B··J. The 2013 NCJB permits the Company to purchase for cancellation up to 5% of its 
issued and outstanding common shares. representing 5.093.883 of the issued and outstanding common shares as at May 
I 0. 2013. Under the 2013 NCIB. purchases were allowed to commence on May 24. 2013 and must terminate by May 23. 
2014 or on such earlier date as the Company may complete its purchases pursuant to the 2013 NCIB. The total purchase 
of common shares by the Company pursuant to the 2013 NCI B w i II not exceed. in the aggregate, 5% of al l outstanding 
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common shares, and is subject to the limits under the TSX rules, including a daily limit of 25% of the average daily 
trading volume (which cannot exceed 19,689 common shares a day), and a limit of one block purchase per week. As of 
March 13, 2014, the Company has not made any purchases of common shares under the 2013 NCIB. 

From time to time, when the Company did not possess material undisclosed information about itself or its securities, it 
entered into a pre-defined plan with a designated broker to allow for the repurchase of common shares at times when the 
Company ordinarily would not have been active in the market due to its own internal trading blackout periods, insider 
trading rules, or otherwise. Any such plans entered into with the Company's designated broker were adopted in accordance 
with the requirements of applicable Canadian securities laws. 

As at March 13,2014. there were 101,877,662 common shares outstanding. 

Shareholders may obtain, without charge, a copy of the Notice of2013 NCIB that the Company filed with the TSX by 
contacting the Company at 416-941-4428 or invest@sears.ca. 

8. Stock-Based Compensation 

Stock Option and Share Purchase Plans for Employees and Directors 

The Company has three stock-based compensation plans: the Employees Stock Plan, the Stock Option Plan for Directors 
and the Directors' Share Purchase Plan. 

The Employees Stock Plan, which expired on April 19, 2008, provided for the granting of options and Special Incentive 
Shares and Options, which vested over three years and expired ten years from the grant date. The Employee Stock Plan 
permitted the issuance of tandem awards. Following the last grant in 2004, the Company discontinued the granting of 
options and Special Incentive Shares and Options under the Employees Stock Plan. Notwithstanding the expiry of the 
Employees Stock Plan, all outstanding stock options could be exercised or allowed to expire in accordance with the terms 
oftheir grants. The last grant of stock options expired on February I, 2014 and as a result there are zero options outstanding 
under the Employees Stock Plan (February 2, 2013: 5,440 options outstanding). The Stock Option Plan for Directors 
provides for the granting of stock options to Directors who are not employees of the Company or Sears Holdings. Options 
granted under the Stock Option Plan for Directors generally vest over three years and are exercisable within ten years 
from the grant date. No stock options have been granted under the Stock Option Plan for Directors since the last grant in 
2003. 

The Directors' Share Purchase Plan provides for the granting of common shares to Directors, to be purchased by the 
Company on the TSX, as part of their annual remuneration for services rendered on the Board. Following the last grant 
in 2005, the Company has discontinued the granting of shares under the Directors' Share Purchase Plan. 

9. Accounting Policies and Estimates 

a. Critical Accounting Estimates 

In the application of the Company's accounting policies, management is required to make judgments. estimates and 
assumptions with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and underlying assumptions are based on historical experience and other factors that are considered to be 
relevant. Actual results may differ fi·om these estimates. The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the 
revision affects only that period. or in the period of the revision and future periods, if the revision affects both current 
and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting 
policies, key assumptions concerning the future and other key sources of estimation uncertainty that have the potential 
to materially impact the carrying amounts of assets and liabilities within the next fiscal year. 

9.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits 
of each claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted 
by internal and external counseL when appropriate. 
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Changes in estimates or assumptions could cause changes to ·'Provisions•· on the Consolidated Statements of Financial 
Position and a charge or credit to ·'Selling, administrative and other expenses'' in the Consolidated Statements of Net 
Earnings and Comprehensive Income. See Note 16 ·'Provisions•· ofthe Notes to the Consolidated Financial Statements 
for Fiscal2013 for additional information. 

9.2 Invent01y 

9.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated 
based on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is 
estimated based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory 
count data. 

9.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is 
estimated based on historical data and current vendor agreements. 

9.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in 
the cost of inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to ·'Inventories'" on the Consolidated Statements of Financial Position and a 
charge or credit to ·•cost of goods and services sold'' in the Consolidated Statements ofNet Earnings and Comprehensive 
Income. See Note 7 ·'Inventories•· of the Notes to the Consolidated Financial Statements for Fiscal 2013 for additional 
information. 

9.3 Impairment ofpropert)l. plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to CGUs, which are generally 
Full-Line stores. Determining whether the CGU is impaired requires an estimation of the recoverable amount of the CGU, 
which is the higher of the fair value Jess costs to sell and its value in use. To determine the recoverable amount of the 
CGU, management is required to estimate its fair value by evaluating the expected future cash flow using an appropriate 
growth rate. the estimated costs to sell and a suitable discount rate to calculate the value in use. 

Changes in estimates may result in changes to .. Propetty, plant and equipment" and ·'Intangible assets·· on the Consolidated 
Statements of Financial Position and a charge or credit to ·'Selling, administrative and other expenses'' in the Consolidated 
Statements of Net Earnings and Comprehensive Income. See Note 9 .. Property, plant and equipment and investment 
property'' and Note I 0 "'Goodwill and intangible assets•· of the Notes to the Consolidated Financial Statements for Fiscal 
2013 tor additional information. 

9..:1 Impairment of goodwill 

Determining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to 
which the goodw·ill is allocated. To determine the recoverable amount of the CGU, management is required to estimate 
its fair value by evaluating expected future cash flow using an appropriate growth rate, the estimated costs to sell and a 
suitable discount rate to calculate the value in use. 

Changes in estimates may result in changes to .. Goodwill" on the Consolidated Statements of Financial Position and a 
charge to ··Selling, administrative and other expenses•· in the Consolidated Statements ofNet Earnings and Comprehensive 
Income. See Note I 0 .. Goodwill and intangible assets•· of the Notes to the Consolidated Financial Statements for Fiscal 
2013 tor additional information. 
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9.5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation 
rate, salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the ·'Retirement benefit liability'' on the Consolidated Statements of 
Financial Position and a charge or credit to ·'Selling, administrative and other expenses'' in the Consolidated Statements 
of Net Earnings and Comprehensive Income. See Note 20 ·'Retirement benefit plans'' of the Notes to the Consolidated 
Financial Statements for Fiscal 2013 for additional infmmation. 

9.6 Loyalty program deferred rerenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized 
upon redemption of the points for merchandise. The redemption value of the points is estimated based on historical 
behaviour and trends in redemption rates and redemption values. 

Changes in estimates may result in changes to ''Deferred revenue'' (current) on the Consolidated Statements of Financial 
Position and an increase or decrease to .. Revenue•· and/or .. Cost of goods and services sold'' in the Consolidated Statements 
ofNet Earnings and Comprehensive Income. See Note 13 ·'Deferred revenue" of the Notes to the Consolidated Financial 
Statements for Fiscal2013 for additional information. 

9. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar option contracts are traded over-the-counter and give holders the 
right to buy, or selL a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the 
U.S. dollar option contracts are derived using a Black-Scholes valuation model. The Company is required to estimate 
various inputs which are used in this model that are a combination of quoted prices and observable market inputs. The 
fair values of derivatives include an adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to ''Derivative financial assets'' and ·'Derivative financial liabilities•· on the 
Consolidated Statements of Financial Position and a charge or credit to .. Cost of goods and services sold'', .. Selling. 
administrative and other expenses" or ·'Other comprehensive income'' in the Consolidated Statements of Net Earnings 
and Comprehensive Income. See Note 14 ''Financial instruments'' ofthe Notes to the Consolidated Financial Statements 
for Fiscal 2013 for additional information. 

9.8 Prorisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to .. Provisions'' on the Consolidated Statements of Financial 
Position and a charge or credit to ·•cost of goods and services sold'' or ·•selling, administrative and other expenses'' in 
the Consolidated Statements ofNet Earnings and Comprehensive Income. See Note 16 ·'Provisions•· of the Notes to the 
Consolidated Financial Statements for Fiscal 2013 for additional information. 

9.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception 
of the lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were 
evaluated based on cetiain significant assumptions including the discount rate, economic life of a building. lease term 
and existence of a bargain renewal option. 

Changes in estimates or assumptions could cause changes to ·'Propetiy. plant and equipmenC .. Principal payments on 
long-term obligations due within one year" and ·'Long-term obligations'' on the Consolidated Statements of Financial 
Position and a charge or credit to .. Selling, administrative and other expenses'· and .. Finance costs'· in the Consolidated 
Statements of Net Earnings and Comprehensive Income. See Note 19 ''Leasing arrangements" of the Notes to the 
Consolidated Financial Statements tor Fiscal 2013 tor additional information. 
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9.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company 
believes that its tax filing positions are appropriate and suppmiable, certain matters are periodically challenged by tax 
authorities. The Company applies judgment and routinely evaluates and provides for potentially unfavourable outcomes 
with respect to any tax audits. If the result of a tax audit materially differs from the existing provisions, the Company's 
effective tax rate and its net earnings will be affected positively or negatively. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable'', ·'Deferred tax assets'', ·'Income 
and other taxes payable'' and ·'Deferred tax liabilities'' on the Consolidated Statements of Financial Position and a charge 
or credit to ·'Income tax expense (recovery)'' in the Consolidated Statements ofNet Earnings and Comprehensive Income. 
See Note 22 ·'Income taxes'' of the Notes to the Consolidated Financial Statements for Fiscal 2013 tor additional 
information. 

9.11 Gift Card 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by customers. 
The Company also recognizes income when the likelihood of redeeming the gift card is remote ("'gift card breakage''). 
Gift card breakage is estimated based on historical redemption patterns. and changes in estimates of the redemption 
patterns may result in changes to .. Deferred Revenue'' (current) on the Consolidated Statements of Financial Position and 
an increase or decrease to ·'Revenue•· on the Consolidated Statements ofNet Earnings and Comprehensive Income. 

9.12 Classification of joint arrangements 

The Company has classified its 15-20% interest in real estate joint arrangements related to three shopping centres as joint 
operations. In doing so, the Company determined that the decisions regarding relevant activities require unanimous consent 
of the parties sharing control. In the event of a dispute between pmiies sharing control of the joint arrangements, settlement 
occurs through unbiased arbitration. legal action. or a sale of the patiy's interest to the other party. The Company examined 
the legal structure. contractual arrangements and other relevant facts and circumstances for each joint arrangement and 
determined that it had rights to the assets and obligations to the liabilities of each joint arrangement. Therefore, the 
Company has determined that its real estatejointarrangements are joint operations and have been recognized in accordance 
with the Company's interest in the assets and liabilities of these arrangements. See Note II .. Joint arrangements'' of the 
Notes to the Consolidated Financial Statements for Fiscal2013 tor additional information. 

b. Changes in Accounting Policy 

/FRS 11. Joint Arrangements (''!FRS 11 ") 

The Company adopted !FRS II in the tirst quarter of2013. On May 12, 2011 the International Accounting Standards 
Board ("IASB") issued !FRS II and required that a pmiy in a joint arrangement assess its rights and obligations to 
determine tlie type ofjoint arrangement and account for those rights and obligations accordingly. The Company has real · 
estate joint arrangements related to three shopping centres, for which decisions regarding relevant activities require 
unanimous consent of the parties sharing control. In the event of a dispute between the pmiies sharing control of the joint 
arrangements, settlement occurs through unbiased arbitration, legal action, or a sale of the pmiy's interest in the joint 
arrangement to the other pmiy. The Company examined the legal structure, contractual arrangements and other relevant 
facts and circumstances of each joint arrangement and the Company determined that it had rights to the assets and 
obligations to the liabilities of each joint arrangement. There tore, the Company has determined that its real estate joint 
arrangements are joint operations and have been recognized in accordance with the Company's interest in the assets and 
liabilities of these arrangements. 

!FRS II is etTective for annual periods beginning on or after January I, 2013 with early adoption permitted. The 
amendments are required to be applied retrospectively in accordance with lAS 8, Accounting Policies, Changes in 
Accounting Estimates and Errors. 

As the Company implemented !FRS II in the tirst qumier of 2013, the Company has retrospectively adjusted the assets 
and liabilities as at February 2, 2013 and January 28, 2012 and income, expenses and cash tlow tor the Fiscal 2012. 

A summary of the impact arising from the application of the change in accounting policy is as follmvs: 
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Consolidated Statements of Fimmcial Position 

(Increase (decrease) in CAD millions) 

Cash and cash equivalents 

Accounts receivable, net 

Prepaid expenses 

Net change to current assets 

Property. plant and equipment 

Investment in joint arrangements 

Other long-term assets 

Net change to total assets 

Accounts payable and accrued liabilities 

Deferred revenue 

Other taxes payable 

Current portion of long-term obligations 

Net change to current liabilities 

Long-term obligations 

Deferred tax liabilities 

Other long-term liabilities 

Net change to total liabilities 

Consolidated Statements of Net Eamings 

(Increase (decrease) in CAD millio11S) 

Revenue 

Selling. administrative and other expenses 

Finance costs 

Interest income 

Share of income from jo int arrangements 

Consolidated Statements ofCasfl Flows 

(Increase (decrease) in cashj/oll' arisingji-om items noted be/01r in CAD 
milliom) 

Depreciation and amotiization 

Impairment loss 

Share of income fi·om joint arrangements 

Finance costs 

Interest income 

Interest paid 

Changes in non-cash working capital 

Changes in long-term assets and liabilities 

Additions of property, plant & equipment and intangible assets 

Repayment on long-term obligations 

DiYidends received from joint arrangements 
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$ 

$ 

$ 

As at 
February 2, 20 I 3 

1.5 

1.5 

( 1.5) 

1.5 

278.5 

(263.4) 

9.0 

25.6 

1.7 

0.3 

0.1 

4.0 

6.1 

19.3 

0.2 

25.6 

53-Week 
Period Ended 

Februarv 2. 2013 

45.8 

34.7 

1.8 

0.2 

(9.5) 

53-Week 
Period Ended 

February 2. 20 I 3 

13.2 

1.2 

9.5 

1.8 

(0.2) 

( 1.8) 

0.7 

( 1.2) 

(4.1) 

(4.0) 

(18.4) 
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As at 
January 28. 20 I 2 

$ 2.8 

1.4 

4.2 

324.1 

(30 1.4) 

9.8 

36.7 

4.0 

0.1 

4.1 

8.2 

27.2 

0.3 

1.0 

36.7 



c. Issued Standards Not Yet Adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the 
Company may be required to adopt in the future. Since the impact of a proposed standard may change during the review 
period, the Company does not comment publicly until the standard has been finalized and the effects have been determined. 

On December 16, 201 L the IASB issued amendments to two previously released standards. They are as follow·s: 

!AS 32. Financial Instruments: Presentation ("!AS 32 ") 

The IASB amended lAS 32 to address inconsistencies in current practice in the application of offsetting criteria. 
The amendments provide clarification with respect to the meaning of'currently has a legally enforceable right 
of set-off' and that some gross settlement systems may be considered equivalent to net settlement. These 
amendments are effective tor annual periods beginning on or after January I, 2014. The Company is currently 
assessing the impact of these amendments on the Company's consolidated financial statements and related note 
disclosures. 

!FRS 9, Financial Instruments ("!FRS 9") 

This standard will ultimately replace lAS 39. Financial Instruments: Recognition and Measurement in phases. 
The first phase ofiFRS 9 was issued on November 12,2009 and addresses the classification and measurement 
of financial assets. The second phase of! FRS 9 was issued on October 28.2010 incorporating new requirements 
on accounting for financial liabilities. On December 16. 20 I L the IASB amended the mandatory effective date 
of! FRS 9 to fiscal years beginning on or after January I, 2015. The amendment also provides relief from the 
requirement to recast comparative financial statements for the effect of applying I FRS 9. In subsequent phases, 
the IASB will address hedge accounting and impairment of financial assets. On November 19, 2013, the IASB 
withdrew the mandatory effectivedateofiFRS 9. The Company will evaluate the overall impact on the Company's 
consolidated financial statements when the final standard, including all phases. is issued. 

On May 20, 2013. the IASB issued the following interpretation: 

IFRIC 21, Levies ("JFRIC 21 ") 

This interpretation provides guidance on when to recognize a liability tor a levy imposed by a government. both 
tor levies that are accounted tor in accordance with !AS 37. Provisions, Contingent Liabilities and Contingent 
Assets and those where the timing and amount of the levy is certain. This interpretation is applicable tor annual 
periods on or after January I, 2014. The Company is currently assessing the impact of these amendments on the 
Company's consolidated financial statements and related note disclosures. 

10. Disclosure Controls and Procedures 

Disclosure Controls and Procedures 

Management of the Company is responsible tor establishing and maintaining a system of disclosure controls and 
procedures (''DC&P'') that are designed to provide reasonable assurance that information required to be disclosed by the 
Company in its public disclosure documents, including its Annual and Interim MD&A. Annual and Interim Financial 
Statements, and Annual Information Form is recorded. processed, summarized and repmied within required time periods 
and includes controls and procedures designed to ensure that the information required to be disclosed by the Company 
in its public disclosure documents is accumulated and communicated to the Company's management. including the Chief 
Executive Officer (''CEO'') and Chief Financial Officer ("'CFO''), to allow timely decisions regarding required DC&P. 

Management of the Company, including the CEO and CFO, has caused to be evaluated under their supervision, the 
Company's DC&P, and has concluded that the Company's DC&P \vas effective for the year ended February L 2014. 

Internal Control over Financial Reporting 

Management of the Company is also responsible for establishing and maintaining adequate internal control over financial 
repmiing to provide reasonable assurance regarding the reliability oftinancial reporting and the preparation of financial 
statements for external purposes in accordance with !FRS. 
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Management of the Company, including the CEO and CFO, has caused to be evaluated the internal control over financial 
reporting and has concluded, based on that evaluation, that the Company's internal control over financial rep01ting was 
effective as at the fiscal year-end, being February I, 2014. Additionally. Management ofthe Company evaluated whether 
there were changes in the internal control over financial rep01ting during Fiscal 2013 that have materially affected, or are 
reasonably likely to materially affect the Company's internal control over financial rep01ting and has determined that no 
material changes occurred during this period. 

Intemal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems that 
have been determined to have been designed effectively can only provide reasonable assurance with respect to financial 
reporting and financial statement preparation. 

11. Risks and Uncertainties 

Risks Relating to Our Business 

If the Company is unable to compete effectively in the highly competitive retail industry, the Company's business and 
results of operations could be material(v adverse(v tt.f/ectetl. 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share.lnternational 
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 the Company's competitors could have a material 
adverse effect on the Company's business, results of operations, and financial condition. 

In order to stay competitive and relevant to our customers, the Company's strategic plan for 2014 is centered on three strategic 
levers: merchandising value, cost and efficiency value. and the value of our network and assets. The achievement of strategic 
goals may be adversely affected by a wide range of factors, many of which are beyond the Company's control. The inability 
to execute and integrate strategic plans could have a negative impact on the Company's current operations. market reputation, 
customer satisfaction and financial position. The Company's ability to implement and achieve its long-term strategic objectives 
is dependent on the achievement of these strategic plans and initiatives. There can be no assurance that such plans and 
initiatives will yield the expected results, either of which could cause the Company to fall short in achieving financial 
objectives and long-range goals. 

Additional risk may arise when foreign retailers carrying on business in Canada in competition with the Company engage 
in marketing activities which are not in full compliance with Canadian legal requirements regarding adve1tising and labeling 
rules and product quality standards. Such retailers may gain an unfair advantage and their activities may negatively affect 
the Company's business and results of operations. 

The m~jority ofthe performance payments earned pursuant to the credit card marketing and servicing alliance with JPMorgan 
Chase are related to customers' purchases using the Sears Card and Sears MasterCard. The credit card industry is highly 
competitive as credit card issuers continue to expand their product offerings to distinguish their cards. As competition 
increases. there is a risk that a reduction in the percentage of purchases charged to the Sears Card and Sears MasterCard 
may negatively impact the Company's results of operations and financial condition. 

Due to the seasonality of the Company~ business, the Company~ results of operations would be adverse(p affected if the 
Company's business performed poor(v in the fourth quarter or as a result of unseasonable weather patterns. 

The Company's operations are seasonal in nature with respect to results of operations and in products and services offered. 
Merchandise and service revenues, as well as performance payments received from .JPMorgan Chase, vary by qumter based 
upon consumer spending behavior. Historically, the Company's revenues and earnings have been higher in the fowth quarter 
due to the holiday season and we have rep01ted a disprop01tionate level of earnings in that quarter. As a result the fourth 
quarter results of operations significantly impacts the Company's annual results of operations. The Company's fourth quarter 
results of operations may fluctuate significantly based on many factors, including holiday spending patterns and weather 
conditions. In addition, the Company offers many seasonal goods and services. The Company establishes budgeted inventory 
levels and promotional activity in accordance with its strategic initiatives and expected consumer demand. Businesses that 
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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. 

If the Company fails to offer merchandise and services that the Company s customers want, the Company's sales may 
be limited, which would reduce the Company's revenues and profits and adversely impact the Company's results of 
operations. 

To be successful, the Company must identify, obtain supplies, and offer to customers attractive, relevant and high-quality 
merchandise and services on a continuous basis. Customers' preferences may change over time. If we misjudge either the 
demand for products and services the Company sells or the Company's customers' purchasing habits and tastes, the Company 
may be faced with excess inventories of some products and missed oppmiunities for products and services the Company 
chose not to offer. This could have a negative effect on the Company's revenues and profits and adversely impact our results 
of operations. 

The Company s failure to retain our senior management team and to continue to attract qualified new personnel could 
adverse(v affect the Company's business and results of operations. 

The Company's success is dependent on its ability to attract, motivate and retain senior leaders and other key personnel. 
The loss of one or more of the members of the Company's senior management may disrupt the Company's business and 
adversely affect its results of operations. Furthermore, the Company may not be successful in attracting, assimilating and 
retaining new personnel to grow its business profitably. The inability to attract and retain key personnel could have an 
adverse effect on the Company's business. 

If the Company does not successful(v manage its inventory levels, the Companys results of operations will be adverse(v 
affected. 

The Company must maintain sufficient in-stock inventory levels to operate the business successfully while minimizing out
of-stock levels. A significant portion of inventory is sourced from vendors requiring advance notice periods in order to 
supply the quantities that we require. These lead times may adversely impact the Company's ability to respond to changing 
consumer preferences, resulting in inventory levels that are insufficient to meet demand or in merchandise that may have 
to be sold at lower prices. Inappropriate inventory levels or a failure to accurately anticipate the future demand for a patiicular 
product or the time it will take to obtain new inventory may negatively impact the Company's results of operations. 

If the Company is unable to secure an agreement with a financial institution for the management of the credit andfimmcial 
services operations under substantial(v the same terms and conditions as current(v in existence, the Company s results 
of operations may be negatively impacted. 

The credit and financial services operations of the Company are currently managed by JPMorgan Chase. The Company 
entered into a long-term marketing and servicing alliance with JPMorgan Chase in 2006 with a term of I 0 years. The term 
of this alliance is set to expire in 2015. As the Company is currently in the process of considering available options with 
respect to the future management ofthe credit and financial services operations, there is a risk that the Company may not be 
able to secure substantially the same terms and conditions as it currently has with JPMorgan Chase, which may in turn affect 
the Company's results of operations and financial condition. 

The Company relies extensive(v on computer systems to process transactions, summarize results and manage its business. 
Disruptions in these systems could harm the Company s ability to run its business. 

Given the number of individual transactions that the Company processes each year, it is critical that the Company maintains 
uninterrupted operation of its computer and communications hardware and software systems. These systems are subject to 
obsolescence, damage or interruption from power outages, computer and telecommunications failures, computer viruses, 
security breaches, catastrophic events such as fires, natural disasters and adverse weather occurrences and usage errors by 
the Company's employees. If the systems are damaged or cease to function properly, the Company may have to make a 
significant investment to fix or replace them, may suffer interruptions in operations in the interim and the Company's 
reputation with its customers may be harmed. 

The Company's ability to maintain sufficient inventory levels in its stores is critical to the Company's success and largely 
depends upon the efficient and uninterrupted operation of its computer and communications hardware and software systems. 
Any material interruption in the Company's computer operations may have a material adverse effect on the Company's 
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business and results of operations. 

The Company relies on foreign sources for significant amounts of its merchandise, and the Company s business may 
therefore be negative(v affected by the risks associated with international trade. 

The Company is dependent upon a significant amount of products that originate from non-Canadian markets. In pmticular, 
the Company sources a significant amount of products from China. The Company is subject to the risks that are associated 
with the sourcing and delivery of this merchandise, including: potential economic, sociaL and political instability in 
jurisdictions where suppliers are located; structural integrity and fire safety of foreign factories; increased shipping costs. 
potential transpmtation delays and interruptions; adverse foreign currency fluctuations: changes in international laws, rules 
and regulations pe1taining to the impmtation of products and quotas; and the imposition and collection of taxes and duties. 
Any increase in cost to the Company of merchandise purchased from foreign vendors or restriction on the merchandise made 
available to the Company by such vendors could have an adverse effect on the Company's business and results of operations. 

Damage to the reputations of the brands theCompanysells could reduce the Company's revenues and profits and adverse(v 
impact the Company s results of operations. 

As a diverse and multi-channel retailer, the Company promotes many brands as pmt of the Company's normal course of 
business. These brands include the Sears brand, Sears private label brands for product lines such as Jessica. and non
proprietary brands exclusive to the Company. Damage to the reputation ofthese brands or the reputation of the suppliers of 
these brands could negatively impact consumer opinions of the Company or its related products and reduce its revenues and 
profits and adversely impact its results of operations. In those circumstances. it may be difficult and costly for the Company 
to regain customer confidence. 

If the Company s relationships with its significant suppliers were to be impaired, it could have a negative impact on the 
Company s competitive position and adversely impact its results of operations and financial condition. 

Although the Company's business is not substantially dependent on any one supplier, the Company's relationship with 
ce1tain suppliers is of significance to its merchandising strategy, including attracting customers to its locations. cross-segment 
sales and image. The loss of a significant supplier relationship could result in lower revenues and decreased customer interest 
in the Company's stores, which, in turn, would adversely affect the Company's results of operations and financial condition. 
In addition, the Company may not be able to develop relationships with new suppliers, and products from alternative sources. 
if any. may be of a lesser quality and more expensive than those the Company currently purchases. 

We re(v on third parties to provide us with services in connection with the at/ministration of certain business functions. 

The Company has entered into agreements with third-pmty service providers (both domestic and international) to provide 
processing and administration functions over a broad range of areas. These areas include finance and accounting, information 
technology. payroll and procurement functions. Services provided by third parties as a pmt of outsourcing initiatives could 
be interrupted as a result of many factors, such as social orpoJitical unrest. natural disasters, extreme or unseasonable weather, 
acts of war or terrorism, systems breakdowns or power outages or other significant events outside of the Company's controL 
contract disputes, or failure by third parties to provide these services on a timely basis within service level expectations and 
performance standards, which could result in a disruption of the Company's business, and adversely atlect the Company's 
results of operations. In addition, to the extent the Company is unable to maintain its outsourcing arrangements, it could 
potentially incur substantial costs, including costs associated with hiring new employees. in order to return these services 
in-house. 

The Company relies on its relationship with a number of licensees to manage and operate the day-to-day opertttions of 
certain components of the Companys business. 

The Company has entered into licensing arrangements with various third parties. The financial instability of licensees and 
their inability to fulfill the terms and obligations under their respective agreements with the Company could potentially have 
a negative effect on the Company's revenues with respect to these arrangements and could cause the Company to incur 
substantial costs, including moving the services in-house or finding an alternative third party to perform the services. 

The lack of willingness of the Company s vendors to provide acceptable payment terms could negatively impact the 
Company's liquidity and/or reduce the availability of products or services that the Company seeks to procure. 

The Company depends on its vendors to provide it with financing for the Company's purchases of inventory and services. 
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The Company's vendors could seek to limit the availability of vendor credit to the Company or other terms under which 
they sell to the Company, or both, \.Vhich could negatively impact the Company's liquidity. In addition, the inability ofthe 
Company's vendors to access liquidity, or the insolvency of the Company's vendors, could lead to their failure to deliver 
inventory or other services to the Company. Certain of the Company's vendors may finance their operations and/or reduce 
the risk associated with collecting accounts receivable from the Company by selling or ·'factoring•· the receivables or by 
purchasing credit insurance or other forms of protection fi·om loss associated with the Company's credit risks. The ability 
of the Company's vendors to do so is subject to the Company's perceived credit quality. The Company's vendors could be 
limited in their ability to factor receivables or obtain credit protection in the future because of the Company's perceived 
financial position and credit worthiness, which could reduce the availability of products or services the Company seeks to 
procure. 

The Company may be subject to product liability claims if people or properties are harmed by the products the Company 
sells or the services it offers. 

The Company sells products produced by third party manufacturers. Some of these products may expose the Company to 
product liability claims relating to personal injury, death or property damage caused by such products and may require the 
Company to take actions, such as product recalls. In addition, the Company also provides various services which could give 
rise to such claims. Although the Company maintains liability insurance to mitigate these potential claims, the Company 
cannot be cetiain that its coverage will be adequate for liabilities actually incurred or that insurance will continue to be 
available on economically reasonable terms or at all. 

Product liability claims can be expensive to defend and can divert the attention of management and other personnel for 
significant periods, regardless of the ultimate outcome. Claims ofthis nature. as well as product recalls, could also have a 
negative impact on customer confidence in the products and services the Company offers and on the Company's reputation, 
and adversely affect the Company's business and its results of operations. 

If the Company does not maintain the security of its customers, associates or Company information, the Company could 
damage its reputation, incur substantial additional costs and become subject to litigation. 

Any significant security compromise or breach of customer. associate or Company data. either held or maintained by the 
Company or its third party providers. could significantly damage the Company's reputation and brands and result in additional 
costs. lost sales, fines and/or lawsuits. The regulatory environment in Canada related to information security and privacy is 
very rigorous. There is no guarantee that the procedures that we have implemented to protect against unauthorized access 
to secured data are adequate to safeguard against all data security breaches. A data security breach could negatively impact 
the Company's business and its results of operations. 

The performance of the Company's real estate joint arrangements may be affected by events outside of the Company's 
control . 

. The primary o~jective of the Company's real estate joint arrangements is to maximize the returns on its investments in 
shopping centre real estate. The Company reviews the performance of these joint arrangements on a regular basis. Shopping 
centre investments are non-core assets that the Company sells when it believes it is financially advantageous to do so. 
Similarly, the Company may also develop excess land within these real estate holdings and shopping centre joint arrangements 
when it is advantageous to do so. The return on such transactions is contingent on the state of the economic environment and 
other factors. In addition, the credit worthiness and financial stability of tenants and partners could negatively impact the 
Company's results of operations. 

The Company is subject to a number of long-term real estate leases which could restrict the Company's ability to respond 
to changes in demographics or the retail environment lllUI adverse(v impact the Company's results of operations. 

As of February I, 2014. the Company operated a total of 118 Full-line department stores, 331 specialty stores (including 48 
Sears Home stores, 11 Outlet stores, four Appliances and Mattresses stores, 234 Hometown Dealer stores operated under 
independent local ownership and 34 Corbeil stores), L446 catalogue merchandise pick-up locations and 97 Sears Travel 
offices. Company owned stores consist of 14 Full-line depatiment stores and two Sears Home stores, with the majority of 
the remainder held under long-term leases. While the Company is able to change its merchandise mix and relocate stores in 
order to maintain competitiveness, the Company is restricted fi·om vacating a current site without breaching its contractual 
obligations and incurring lease-related expenses for the remaining potiion of the lease-term. The long-term nature of the 
leases may limit the Company's ability to respond in a timely manner to changes in the demographic or retail environment 
at any location, which could adversely affect the Company's results of operations. In addition. when leases for the stores in 
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the Company's ongoing operations expire, the Company may be unable to negotiate renewals, either on commercially 
acceptable terms, or at alL which could cause us to close stores. Accordingly, the Company is subject to the risks associated 
\Vith leasing real estate, which could have an adverse effect on the Company's results of operations. 

The Company may be subject to legal proceedings if the Company violates the operating covenants in its real estate leases 
that could adversely affect the Company s business and results of operations. 

As of February 1, 2014, the Company had operating covenants with landlords for approximately 100 Sears brand corporate 
stores. An operating covenant generally requires the Company, during nonnal operating hours, to operate a store continuously 
as per the identified format in the lease agreement. As of February L 2014, the remaining te1m of the various Sears operating 
covenants ranged from less than one year to 25 years. with an average remaining term of approximately seven years. Failure 
to observe operating covenants may result in legal proceedings against the Company and adversely affect the Company's 
business and results of operations. 

The Company is subject to laws and regulations that impact its business aml a failure to comply with such laws and 
regulations could lead to lawsuits or regulatory actions against the Company that could adverse(v affect the Company's 
business and results of operations. 

Laws and regulations are in place to protect the interests and well-being of the Company's customers and communities. 
business pminers, suppliers, employees, shareholders and creditors. Changes to statutes, laws, regulations or regulatory 
policies, including changes in the interpretation, implementation or enforcement of statutes, laws, regulations and regulatory 
policies, could adversely affect the Company's business and results of operations. In addition, the Company may incur 
significant costs in the course of complying with any changes to applicable statutes, laws, regulations and regulatory policies. 

The Company's failure to comply with applicable statutes, laws, regulations or regulatory policies could result in a judicial 
or regulatory judgment or sanctions and financial penalties that could adversely impact the Company's reputation, business 
and results of operations. Although the Company believes that it has taken reasonable measures designed to ensure compliance 
with governing statutes. laws, regulations and regulatory policies in the jurisdictions in which it conducts business, there is 
no assurance that the Company will always be in compliance or deemed to be in compliance. 

In addition. changing laws. regulations and standards relating to corporate governance and public disclosure. including those 
related to foreign private issuers and the Sarbanes-Oxley Act of2002, and related regulations implemented by the United 
States SEC are creating uncertainty for foreign private issuers, increasing legal and financial compliance costs, and making 
some activities more time consuming. The Company is currently evaluating and monitoring developments with respect to 
new and proposed rules, such as the new conflict minerals disclosure requirements, and cannot predict or estimate the amount 
of additional costs it may incur or the timing of such costs. We intend to invest resources to comply with evolving laws. 
regulations and standards, and this investment may result in increased general and administrative expenses. If our effmis to 
comply with new laws, regulations and standards differ from the activities intended by regulatory or governing bodies due 
to ambiguities related to practice, regulatory authorities may initiate legal proceedings against us and our business may be 
harmed. The costs of compliance or our failure to comply with these laws, rules and regulations could adversely affect our 
reputation, business. results of operations, financial condition and the price of our common shares. · 

The Company is required to comp(v with federal aml provincial environmental laws and regulations, the cost of which 
may adversely affect the Company's results of operations and financial condition. 

The Company is exposed to environmental risk as an owner. lessor and lessee of property. Under federal and provincial 
laws, the 0\vner. lessor or lessee could be liable for the costs of removal and remediation of ce1tain hazardous substances 
on its properties or disposed of at other locations. The failure to remove or remediate such substances. if any. could lead to 
claims against the Company. 

The Company is currently remediating various locations across Canada where it has operated auto centres, gas bars and a 
logistics facility. The extent of the remediation and the costs thereof have not yet been determined. The Company continues 
to monitor the costs of remediation and appropriately provide tor these costs in its reserves. If we commit to renovating a 
leased or owned building that contains or may contain asbestos, or if asbestos is inadve1tently disturbed, we will be legally 
obligated to c01i1ply with asbestos removal standards. The extent of this liability has not yet been determined because the 
costs to remove asbestos depend upon factors including, among others, the location and extent of any renovations undertaken. 
Inadve1ient disturbance of asbestos cannot be foreseen. The costs incurred by the Company could be significant and may 
negatively impact the Company's results of operations and financial condition. 
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The Company is exposed to a variety of legal proceedings, including class action lawsuits, and tax audits which, if 
adversely decided, could materially adversely affect the Company. 

The Company is cmTently involved in various legal proceedings incidental to the normal course of business. Although the 
Company is of the view that the final disposition of any such litigation is not expected to have a material adverse effect on 
its liquidity, consolidated financial position or results of operations, the outcome of such litigation cannot be predicted with 
ceiiainty. 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While we believe that the 
Company's tax filing positions are appropriate and suppOiiable, periodically, ceiiain matters are reviewed and from time to 
time are challenged by the tax authorities. As the Company routinely evaluates and provides for potentially unfavorable 
outcomes with respect to any tax audits, it believes that the tina! disposition of tax audits will not have a material adverse 
effect on its liquidity, consolidated financial position or results of operations. If the result of a tax audit materially differs 
from the existing provisions, the Company's effective tax rate and net earnings could be affected positively or negatively 
in the period in which the tax audits are completed. 

The Company's results of operations may be adverse(v impacted if insurance coverage is deemed insufficient or if the 
Company or the insurance industry is affected by unexpected material events. 

The Company maintains directors and officers insurance, liability insurance, business interruption and prope1iy insurance 
and this insurance coverage reflects deductibles. self-insured retentions, limits of liability and similar provisions. Although 
the Company has taken measures to ensure that it has the appropriate coverage, including maintaining an annual reserve for 
liability claims, there is no guarantee that the Company's insurance coverage will be sufficient. or that insurance proceeds 
will be paid to us in a timely manner. In addition, there are types of losses we may incur but against which we cannot be 
insured or which we believe are not economically reasonable to insure, such as losses due to acts of war and certain natural 
disasters. If we incur these losses and they are materiaL our business, operating results and financial condition may be 
adversely affected. Also, ceiiain material events may result in sizable losses for the insurance industry and materially adversely 
impact the availability of adequate insurance coverage or result in significant premium increases. Accordingly, we may elect 
to self-insure. accept higher deductibles or reduce the amount of coverage in response to such market changes. 

Events outside the Company'S control such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages could have a material adverse effect on the 
Company'S business ami results of operations. 

The Company's business is sensitive to customers' spending patterns. which may be affected by domestic and international 
social or political unrest, natural disasters. extreme or unseasonable weather. acts of war or terrorism, or other significant 
events outside of the Company's control, any of which could lead to a decrease in spending by consumers. In addition, such 
events as well as systems breakdowns and power outages could cause store closures, disrupt supply chain or other operations, 
delay shipmentsofmerchandiseto consumers. reduce revenue and result in expenses to repair or replace facilities. Disruptions 
during a peak season such as the month of December, which may account for up to 40% of a year's earnings, could have a 
particularly adverse effect on the Company's business and ·results of operations. 

The Company'S business could suffer if it is unsuccessful in making, integrating, and maintaining acquisitions and 
investments. 

From time to time we pursue strategic acquisitions of, joint arrangements with. or investments in. other companies or 
businesses, although the Company has no present commitments with respect to any material acquisitions or investments. 
Any such acquisition, joint arrangement or investment that the Company makes may require the Company to spend its cash, 
or incur debt, contingent liabilities, or amortization expenses related to intangible assets. any of which could reduce the 
Company's profitability and harm its business. Acquisitions. joint arrangements and investments also increase the complexity 
ofthe Company's business and place strain on its management personneL operations, supply chain, financial resources, 
and internal financial controls and reporting functions. The Company may not be able to manage acquisitions, joint 
arrangements or investments effectively, which could damage the Company's reputation, limit its growth and adversely 
affect its business and results of operations. 
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Financial Risks 

The Company's business has been and will continue to be affected by Canadian and worldwide economic conditions; a 
persistence or worsening of current economic conditions could lead to reduced revenues ami gross margins, and negatively 
impact the Company'S liquidity. 

The Company plans its operations giving regard to economic and financial variables that are beyond its control. Changes to 
these variables may adversely impact the Company's performance. Should the current economic conditions persist or worsen, 
heightened competition, a fmther decline in consumer confidence, lower disposable income, higher unemployment and 
personal debt levels may result. which could lead to reduced demand for the Company's products and services. Any of these 
events could cause the Company to increase inventory markdowns and promotional expenses, thereby reducing the Company's 
gross margins and results of operations. The Company's results of operations have been negatively impacted as a result of 
the current economic conditions and it is difficult to accurately assess the potential impact on the Company's business. If the 
Canadian or global economies continue to worsen, however, the Company could experience a decline in same store sales, 
erosion of gross profit and profitability. 

Increasing fuel and energy costs may have a significant negative impact on the Company's operations. The Company requires 
significant quantities offuel for the vehicles used to distribute and deliver inventory and the Company is exposed to the risk 
associated with variations in the market price for petroleum products. The Company could experience a disruption in energy 
supplies, including its supply of gasoline, as a result of factors that are beyond the Company's controL which could have 
an adverse effect on the Company's business. Certain ofthe Company's vendors also are experiencing increases in the cost 
of various raw materials, such as cotton, oil- related materials, steel and rubber, which could result in increases in the prices 
that the Company pays for merchandise, pmticularly apparel, appliances and tires and adversely affect the Company's results 
of operations. 

Liquidity Risk 

The Company could face liquidity risk due to various factors, including but not limited to, the unpredictability of the current 
economic climate, failure to secure appropriate funding vehicles and cash tlow issues relating to the operation and management 
of the business. Failure to fulfill financial obligations due and owing from the Company as a result of this liquidity risk could 
have undesirable consequences on the Company. 

Fluctuations in U.S. and Canadian dollar exchange rates may adversely impact the Company's results of operations. 

The Company's foreign exchange risk is currently limited to currency fluctuations between the Canadian and U.S. dollar. 
The Company is vulnerable to increases in the value of the U.S. dollar relative to the Canadian dollar because the mqjority 
of its revenues are denominated in Canadian dollars and a substantial amount of the merchandise the Company purchases is 
priced in U.S. dollars. The costs of these goods in Canadian dollars rise when the U.S. dollar increases in value relative to 
the Canadian dollar and, as a result, the Company may be forced to increase its prices or reduce its gross margins. We may 
use foreign currency forward and option contracts to hedge the exchange rate risk on a portion of the Company's expected 
requirement for U.S. dollars. There can be no assurance that the Company's hedging eff01ts will achieve their intended results 
or that the Company's estimate of its requirement tor U.S. dollars will be accurate, with the result that currency fluctuations 
may have an adverse impact on the Company's results of operations. 

In addition, any significant appreciation of the Canadian dollar relative to the U.S. dollar presents an additional challenge to 
the Company as its customers are motivated to cross-border shop, which may have an adverse impact on the Company's 
results of operations. 

The Company is exposed to counterpart)' credit risk which coultl adverse(v affect its results of operations. 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of counterparties to meet 
their payment obligations to the Company. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, 
sh01t- term investments, accounts receivable and investments included in other long-term assets. Cash and cash equivalents, 
accounts receivable, derivative financial assets, and other long-term assets of $605.8 million as at February I. 2014 
(February 2, 2013: $317.7 million) expose the Company to credit risk should the borrower default on maturity of the 
investment. 

Although the Company seeks to manage this exposure through policies that require borrowers to have a minimum credit 
rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating, there can be no 
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assurance that the Company will be able to successfully manage its credit risk. 

The Company invests its surplus cash in investment grade, short-term money market instruments, the return on which depends 
upon interest rates and the credit worthiness of the issuer. The Company attempts to mitigate credit risk resulting from the 
possibility that an issuer may default on repayment by requiring that issuers have a minimum credit rating and limiting 
exposures to individual borrowers. 

Expenses associated with the Company's retirement benefit plans may fluctuate significantly depending on changes in 
actuarial assumptions, future market performance of plan assets, and other events outside of tire Company's control and 
adversely affect the Company~ results of operations. 

The Company currently maintains a defined benefit registered pension plan, a non-registered supplemental savings 
arrangement and a defined benefit non-pension retirement plan, which provides life insurance, medical and dental benefits 
to eligible retired associates through a health and welfare trust. The defined benefit plan continues to accrue benefits related 
to future compensation increases although no further service credit is earned. In addition, the Company no longer provides 
medical, dental and life insurance benefits at retirement for associates who had not achieved the eligibility criteria for these 
non- pension retirement benefits as at December 31. 2008. 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed ,~ate of return. New 
regulations and market driven changes may result in changes in the discount rates and other variables which would result in 
the Company being required to make contributions in the future that differ significantly from the estimates. 

Management is required to use assumptions to account for the plans in conformity with IFRS. However, actual future 
experience will differ from these assumptions giving rise to actuarial gains or losses. In any year, actual experience differing 
fi·om the assumptions may be material. Plan assets consist primarily of cash, alternative investments, marketable equity and 
fixed income securities. The value of the marketable equity and fixed income investments will fluctuate due to changes in 
market prices. Plan obligations and annual pension expense are determined by independent actuaries and through the use of 
a number of assumptions. 

Although the Company believes that the assumptions used in the actuarial valuation process are reasonable, there remains 
a degree of risk and uncertainty which may cause results to differ materially from expectations. Significant assumptions in 
measuring the benefit obligations and pension plan costs include the discount rate and the rate of compensation increase. 
See Note 20.4 ·'Pension assumptions•· of the Notes to the Consolidated Financial Statements tor more information on the 
weighted-average actuarial assumptions tor the plans. 

The Company is exposed to interest rate risk which could adversely affect its results of operations. 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. Cash and 
cash equivalents and borrowings under the Company's $800.0 million Credit Facility are subject to interest rate risk. The 
total outstanding balance su~ject to interest rate risk as at February L 2014 was a net asset of$515.1million (February 2, 
2013: $239.8 million). An increase or decrease in interest rates of25 basis points would cause an after-tax impact on net 
earnings of$0.9 million. 

Certain factors, including changes in market conditions and our credit ratings, may limit our access to capital markets 
am/ other financing sources, which could material(!' increase our borrowing costs. 

In addition to credit terms from vendors, our liquidity needs are funded by our operating cash flows and, to the extent 
necessary. borrowings under our credit agreements and access to capital markets. The availability of financing depends on 
numerous factors, including economic and market conditions, our operating performance, our credit ratings, and lenders' 
assessments of our prospects and the prospects of the retail industry in general. Changes in these factors may affect our cost 
of financing, liquidity and our ability to access financing sources. Rating agencies revise their ratings tor the companies that 
they follow from time to time and our ratings may be revised or withdrawn in their entirety at any time. 

While the Credit Facility currently provides tor up to $800.0 million of lender commitments, availability under the Credit 
Facility is determined pursuant to a borrowing base formula based on eligible assets consisting of inventory and credit card 
receivables and may be reduced by reserves, as estimated by the Company, which may be applied by the lenders at their 
discretion pursuant to the Credit Facility agreement. If the value of eligible assets are not sufficient to supp01i borrowings 
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of up to the full amount of the commitments under the facility, the Company will not have full access to the facility, but 
rather could have access to a lesser amount as determined by the borrowing base and reserve estimates. 

The lenders under our Credit Facility may not be able to meet their commitments ifthey experience shortages of capital and 
liquidity and there can be no assurance that our ability to otherwise access the credit markets will not be adversely affected 
by changes in the financial markets and the global economy. 

The Company faces risks associated with impairment of goodwill and other assets. 

The Company's goodwill, intangible assets and long-lived assets, primarily consisting of stores and joint arrangements, are 
subject to periodic testing for impairment. A significant amount of judgment is involved in the periodic testing. Failure to 
achieve sufficient levels of cash flow within each of the Company's cash generating units or specific operating units could 
result in impairment charges for goodwill and intangible assets or fixed asset impairment for long-lived assets, which could 
have a material adverse effect on the Company's repmied results of operations. 

Risks Relating to the Company's Relationship with Sears Holdings 

The Company may lose rights to some intellectual property if Sears Holdings' equity ownership in the Company falls 
below specified thresholds. 

The Company relies on its right to use the ·'Sears•· name. including as pati of the Company's corporate and commercial name, 
which the Company considers a significant and valuable aspect of its business. The Company's right to use the ·'Sears•· name 
and cetiain other brand names was granted pursuant to a license agreement with Sears Holdings. 

The Company's license to use the ·•sears" name and cetiain brand names may be terminated if Sears Holdings' indirect 
ownership interest in the Company is reduced to less than 25%. In addition, the Company's license to use the ·'Sears" name 
may also terminate upon the occurrence of certain bankruptcy events. Losing the Company's right to use these intellectual 
propetiies could significantly diminish the Company's competitiveness and could materially harm its business. If the license 
agreement is terminated. the Company would attempt to renegotiate the license agreement although the terms of any 
renegotiated license agreement would likely be less favorable to the Company. 

Some of the Company's directors and executive officers may have conflicts of interest because of their ownership of Sears 
Holdings common stock. 

Some of our directors and executive officers may own Sears Holdings common stock. Ownership of Sears Holdings common 
stock by our directors and/or officers could create, or appear to create, conflicts of interest with respect to matters involving 
both the Company and Sears Holdings. 

Risks Relating to Our Common Shares 

As long as Sears Holdings controls the Company, a shitreholder's abili(v to influence matters requiring shareholder 
approval will be limited. 

As of the date hereof, Sears Holdings controls approximately 51% of the Company's voting power and ESL controls 
approximately 28% of the Company's voting power. Pursuant to a filing made with the SEC on December 3, 2013, ESL 
controls approximately 48% of Sears Holdings. So long as Sears Holdings controls a majority of the Company's outstanding 
common shares, Sears Holdings will have the ability to control the election of the board of directors and the outcome of 
cetiain shareholder votes. 

Accordingly. Sears Holdings will continue to have the ability to exercise control over cetiain actions to be taken or approved 
by the Company's directors and shareholders, including with respect to certain mergers or business combinations or 
dispositions of all or substantially all of the Company's assets. Sears Holdings' voting control may discourage transactions 
involving a change of control of the Company, including transactions in which a shareholder might otherwise receive a 
premium for his/her shares over the then-current market price. Subject to cetiain limits, Sears Holdings is also not prohibited 
from selling a controlling interest in the Company to a third patiy and may do so without shareholder approval and. su~ject 
to applicable lmvs, without providing for a purchase of a shareholder's common shares. 
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Sears Holdings' interests may be different than a shareholder's interests and Sears Holdings may have investments in other 
companies that may compete with the Company, and may have interests from time to time that diverge from the interests of 
shareholders, paiticularly with regard to new investment oppmtunities. 

In addition, conflicts of interest may arise between Sears Holdings and the Company, including corporate opportunities, 
potential acquisitions or transactions, as well as other matters. The Company may be adversely affected by any conflicts of 
interest between Sears Holdings and the Company. 

Furthermore, Sears Holdings does not owe the Company or the Company's shareholders any fiduciary duties under Canadian 
law. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

The preparation and presentation of the Company's consolidated financial statements and the overall accuracy and integrity of the 
Company's financial reporting are the responsibility of management. The accompanying consolidated financial statements have 
been prepared in accordance with International Financial Rep01iing Standards as issued by the International Accounting Standards 
Board (IASB), and include certain amounts that are based on management's best estimates and judgments. Financial information 
contained elsewhere in this Annual Rep01i is consistent with the information set out in the consolidated financial statements. 

In fulfilling its responsibilities, management has developed and maintains an extensive system of disclosure controls and procedures 
and internal control over financial rep01iing processes that are designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly recorded and rep01ied within the required time periods, and financial records are reliable for the preparation 
ofthe financial statements. The Company's internal auditors, who are employees of the Company, also review and evaluate internal 
controls on behalf of management. 

The Board of Directors monitors management's fulfillment of its responsibilities for financial repmiing and internal controls 
principally through the Audit Committee. TheAuditCommittee, which is comprised solely ofindependent directors, meets regularly 
with management. the internal audit department and the Company's external auditors to review and discuss audit activity and 
results, internal accounting controls and financial rep01iing matters. The external auditors and the internal audit depmiment have 
unrestricted access to the Audit Committee, management and the Company's records. The Audit Committee is also responsible 
for recommending to the Board of Directors the proposed nomination of the external auditors for appointment by the shareholders. 
Based upon the review and recommendation of the Audit Committee. the consolidated financial statements and Management's 
Discussion and Analysis have been approved by the Board of Directors. 

The Company's external auditors, Deloitte LLP, have audited the consolidated financial statements in accordance with International 
Financial Reporting Standards as issued by the IASB. 

Douglas Campbell 
President and Chief Executive Officer 

Toronto. Ontario 
March 13.2014 

E.J. Bird 
Chief Financial Officer 
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Management ofthe Company is responsible for establishing and maintaining adequate internal control over financial reporting to 
provide reasonable assurance regarding the reliability of financial repmiing and the preparation of financial statements for external 
purposes in accordance with International Financial Repmiing Standards. The control framework used by the Company's 
management to assess the effectiveness of the Company's internal control over financial repmiing is the internal Control-Integrated 
Framework 1992 (COSO framework) published by the Committee of Sponsoring Organizations ofthe Treadway Commission 
(COSO). 

Internal control systems, regardless of superiority in design. have inherent limitations. Therefore. even those systems that have 
been determined to have been designed effectively can only provide reasonable assurance with respect to financial repmiing and 
financial statement preparation. 

Management of the Company, including its chief executive officer and chief financial officer, has evaluated the Company's intemal 
control over financial repo1iing and has concluded that it was effective as at February I. 2014. 

Deloitte LLP, the independent registered public accounting fim1 that audited the Company's consolidated financial statements for 
the fiscal year ended February I, 2014, has issued its opinion on the Company's internal control over financial reporting as stated 
in their repmi included herein. 

Douglas Campbell 
President and Chief Executive Officer 

Toronto. Ontario 
March 13.2014 

E.J. Bird 
Chief Financial Officer 
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Report of Independent Registered Public Accounting Firm 

To the Shareholders and Board of Directors of 
Sears Canada Inc. 

We have audited the accompanying consolidated financial statements of Sears Canada Inc. and subsidiaries (the ·•company'"), 
which comprise the consolidated statements of financial position as at February I, 2014, February 2, 2013 and January 28, 2012, 
and the consolidated statements of net earnings and comprehensive income, consolidated statements of changes in shareholders' 
equity, and consolidated statements of cash flows for the 52 and 53-week periods ended February 1, 2014 and February 2, 2013, 
and a summary of significant accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation ofthese consolidated financial statements in accordance with 
International Financial Reporting Standards as issued by the International Accounting Standards Board, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 
in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor's judgment. inc! uding the assessment ofthe risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
of the consolidated financial statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion. the consolidated financial statements present fairly, in all material respects. the financial position of Sears Canada 
Inc. as at February I. 2014, February 2, 20 13 and January 28, 2012. and their financial performance and their cash flows for the 
52 and 53-week periods ended February I, 2014 and February 2, 2013 in accordance with International Financial Reporting 
Standards as issued by the International Accounting Standards Board. 

Other Matter 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial repmiing as of February I, 2014, based on the criteria established in Internal Control 
-Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our repmi 
dated March 13, 2014 expressed an unqualified opinion on the Company's internal control over financial repmiing. 

Chmiered Professional Accountants. Chmiered Accountants 
Licensed Public Accountants 
March 13,2014 
Toronto, Canada 
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Report of Independent Registered Public Accounting Firm 

To the Shareholders and Board of Directors of 
Sears Canada Inc. 

We have audited the internal control over financial repmiing of Sears Canada Inc. and subsidiaries (the ·'Company'') as of February 
I, 2014, based on the criteria established in Internal Control-Integrated Framework ( 1992) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company's management is responsible for maintaining effective internal control 
over financial repmiing and for its assessment of the effectiveness of internal control over financial repmiing, included in the 
accompanying Management's Annual Repmi on Internal Control Over Financial Reporting. Our responsibility is to express an 
opinion on the Company's internal control over financial repmiing based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control 
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control 
over financial repmiing, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial repmiing is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial repmiing and the preparation 
of financial statements for external purposes in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board. A company's internal control over financial repmiing includes those policies and 
procedures that (I) pe1iain to the maintenance of records that. in reasonable detail, accurately and fairly reflect the transactions 
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board, and that receipts and expenditures of the company are being made only in accordance 
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the 
financial statements. 

Because of the inherent limitations of internal control over financial repolting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over financial repmiing to future periods are subject 
to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, the Company maintained, in all material respects. efl'ective internal control over financial repmiing as of February 
I, 2014, based on the criteria established in Internal Control-Integrated Framework ( 1992) issued by the CommitteeofSponsoring 
Organizations of the Treadway Commission. 

We have also audited, in accordance with Canadian generally accepted auditing standards and the standards of the Public Company 
Accounting Oversight Board (United States), the consolidated financial statements as of and for the 52 week-period ended February 
I, 2014 of the Company and our report dated March 13, 2014 expressed an unqualilled opinion on those financial statements. 

Chartered Professional Accountants, Chmiered Accountants 
Licensed Public Accountants 
March 13,2014 
Toronto, Canada 
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

As at As at 
As at February 2. 2013 January 28. 2012 

(in CAD millions) Notes February I, 2014 (Note 2.25) (Note225) 

ASSETS 
Current assets 
Cash and cash equi\ alents 5 $ 513.8 $ 238.5 $ 400.2 

Accounts receivable. net 6,14.16 83.3 77.7 117.6 

Income taxes recoverable 22 0.8 5.5 4.1 

Inventories 7 774.6 851.4 823.9 

Prepaid expenses 8 23.8 28.6 27.9 

Derivative financial assets 14 7.2 

Assets classified as held for sale 29 13.3 

Total current assets 1,416.8 1,201.7 1.373 .7 

Non-current assets 
Property. plant and equipment 9,19 785.5 1.118.5 1.196.1 

Investment property 9 19.3 21.7 21.7 

Intangible assets 10.2 28.2 27.2 23.6 

Goodwill 10.1 2.6 8.7 8.7 

Deferred tax assets 22 88.7 83.8 84.6 

Other long-term assets 12.14.16.22 51.2 43.1 59.0 

Total assets $ 2,392.3 $ 2.504.7 $ 2.767.4 

LJABJLlTTES 
Current liabilities 
Accounts payable and accrued liabilities 14.15 $ 438.7 $ 483.7 $ 580.8 

Deferred revenue 13 187.7 197.8 208.0 

Provisions 16 109.4 66.3 64.8 

Income taxes payable 22 52.2 1.0 

Other taxes payable 53.9 34.0 42.9 
Current portion of long-term obligations 14.17.19.25 7.9 9.2 9.2 

Total current liabilities 849.8 791.0 906.7 

Non-cUt-rent liabilities 
Long-term obligations 14.17.19.25 28.0 50.2 144.8 
Deferred revenue 13 87.3 90.7 89.2 
Retirement benefit liability 20.1 286.0 415.7 452.3 
Deferred tax !~abilities 22 4.2 6.0 5.6 
Other long-term liabilities 16.18 63.2 74.7 76.8 

Total liabilities 1,318.5 1.428.3 1.675.4 

SHAREHOLDERS' EQUITY 
Capital stock 24 14.9 14.9 15.0 

Retained earnings 24.25 1,145.3 1.208.2 1.218.5 
Accumulated other comprehensiYe loss (86.4) (146.7) ( 141.5) 

Total shareholde•·s' equity 1,073.8 1,076.4 1,092.0 
Total liabilities and shareholders' equity $ 2,392.3 $ 2.504.7 $ 2.767.4 

The accompanying notes are an integral part of these consolidated financia l statements. 

On Behalfofthe Board of Directors. 

!,A(~ vu "-.: {) ~~~ · 
WC.Crowley D.E.Rosati 
Chairman of the Board Director 
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CONSOLIDATED STATEMENTS OF NET EARNINGS AND COMPREHENSIVE INCOME 
For the 52 and 53-week periods ended February 1, 2014 and February 2, 2013 

2012 
(in CAD millions. except per share amounts) Notes 2013 (Note 2.25) 

Revenue 26 $ 3,991.8 $ 4,346.5 

Cost of goods and services sold 7 2,548.1 2,749.2 

Selling, administrative and other expenses 9,10,11,19,20.6,27 1,631.5 1,669.1 

Operating loss (187.8) (71.8) 

Gain on lease terminations and lease amendments 28 577.2 167.1 

Gain on sale of interest in joint arrangements 11 66.3 8.6 

Gain on settlement and amendment of retirement benefits 20.27 42.5 21.1 

Finance costs 17,22 10.8 15.1 

Interest income 5 2.6 4.3 

Earnings before income taxes 490.0 114.2 

Income tax (expense) recovery 

Current 22 (71.6) (8.2) 

Deferred 22 28.1 (4.8) 

(43.5) (13.0) 

Net earnings $ 446.5 $ 101.2 

Basic net earnings per share 33 $ 4.38 $ 0.99 

Diluted net earnings per share 33 $ 4.38 $ 0.99 

Net earnings $ 446.5 $ 101.2 

Other comprehensive income (loss). net of taxes: 

Items that may subsequently be reclassified to net income: 

Gain on foreign exchange derivatives 7.8 

Reclassification to net earnings of gain on foreign 
exchange derivatives (1.8) (0.2) 

Item that \viii not be subsequently reclassified to net income: 

Remeasurement gain (loss) on net defined retirement 
benefit liability 20.7 54.3 (5.0) 

Total other comprehensive income (loss) 60.3 (5.2) 

Total comprehensive income $ 506.8 $ 96.0 

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 
For the 52 and 53-weei< periods ended February I, 2014 and February 2, 2013 

Accumulated other comprehensive loss (income) 

Vordgn Total 
exchcmge accumulated 

deril'ath·es other 
Capital Retained designated as cash Remeusureme1U co1nprehensi\·e Shareholders 

(in CAD millions) Notes stock earnings .flmr hedges (/ossJ gain {loss) income equity 

Balance as at February 2, 2013 $ 14.9 s 1,208.2 s s (146.7) s (146.7) s 1,076.4 

Net earn ings 446.5 446.5 

Other comprehe11sire i11come (loss) 

Gain on foreign exchange 
derivatives, net of income tax 
expense of $2.8 7.8 7.8 7.8 

Reclassificat ion of gain on foreign 
exchange derivati ves. net of 
income tax expense of $0.6 ( 1.8) (1.8) (1.8) 

Remeasurement gain on net 
defined retirement benefit 
liability. net of income tax 
expense of$ 19.4 20.7 54.3 54.3 54.3 

Total other comprehensire income 6.0 54.3 60.3 60.3 

Total comprehe11sire income 446.5 6.0 54.3 60.3 506.8 

Dividends declared 24 (509.4) (509.4) 

Balance as at February I, 2014 $ 14.9 $ 1,145.3 $ 6.0 $ (92.4) $ (86.4) $ 1,073.8 

Balance as at January 28, 2012 $ 15.0 $ 1.2 18.5 $ 0.2 $ ( 141.7) $ ( 14 1.5) $ 1.092.0 

Net earnings 10 12 1012 

Other comprehensive loss 

Reclassificat ion of gain on foreign 
exchange dcrivati,·cs. net of 
income-tax expense of nil (0.2) (02) (02) 

Remeasurement loss on net 
defined retirement benefit 
liability, net of income tax 

20.7 (5.0) (5 0) (5.0) recovery of $3.5 

Total other comprehensire loss (02) (50) (5.2) (52) 

Tow/ comprehensil·e income (loss) 101.2 (0.2) (5.0) (5 .2) 96.0 

Repurchases of common shares 24 (0 l ) (96) (9 7) 

Dividends declared 24 ( 101.9) ( 101.9) 

Balanct> as at Ft>bruary 2, 2013 $ 14.9 $ 1.208.2 $ $ (146 7) $ ( 146 7) $ 1.076.4 

The accompan,·ing notes are an integral part of these consolidated Jinancial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the 52 and 53-week periods ended February 1, 2014 and February 2, 2013 

2012 
(in CAD millions) Notes 2013 (Note 225) 

Cash flow used for operating activities 
Net earnings $ 446.5 $ 101.2 

Adjustments for: 

Depreciation and amort ization expense 9.10.2 111.4 126.5 

Loss on disposal of property, plant and equipment 1.2 1.2 

Impairment losses 9.10.29 33.8 2.0 

Gain on sale of interest in joint arrangements 11 (66.3) (8.6) 

Gain on lease terminations and lease amendments 28 (577.2) ( 167.1) 

Finance costs 17 10.8 15.1 

Interest income 5 (2.6) (4.3) 

Retirement benefit plans expense 20.6 32.0 31.6 

Gain on settlement and amendment of retirement benefits 20 (42.5) (21.1) 

Short-term disability expense 8.0 8.4 

Income tax expense 22 43.5 13.0 

Interest recei\'ed 5 2.5 ? ~ 
-·.) 

Interest paid 17 (6.2) (7.1) 

Retirement and other benefit plans contributions 20.6 (53.5) (63.0) 

Income tax (payments) refunds. net 22 (14.0) 9.0 

Other income tax deposits 22 (18.9) (4.1) 

Changes in non-cash working capital 34 73.3 ( 122.9) 

Changes in long-term assets and liabilities 35 (7.6) 33.2 

(25.8) (54.7) 

Cash flow gene•·ated from investing activities 
Purchases of property. plant and equipment and intangible assets 9.10.2 (70.8) ( 101.6) 

Proceeds from sa le of property. plant and equipment 1.9 2.2 

Proceeds fl·om lease termi nations 28 590.5 175.0 

Proceeds Jl·om sale of joint arrangements 11 315.4 38.3 

Proceeds fl-om sale of Cantrex operations 30 3.5 

837.0 117.4 

Cash flow used for financing activities 
Interest paid on finance lease obligations 17.19 (2.5) (2.4) 

Repayment of long-term obligations (30.1) ( 146.3) 

Proceeds fl·om long-term obligations 4.5 35.8 

Dividend payments 24 (509.4) (I 01.9) 

Repurchases of common shares 24 (9.7) 

(537.5) (224.5) 

Effect of exchange rate on cash and cash equivalents at end of period 1.6 0.1 
Increase (decrease) in cash and cash equivalents 275.3 ( 161.7) 

Cash and cash equivalents at beginning of pel"iod $ 238.5 $ 400.2 

Cash and cash equivalents at end of period $ 513.8 $ 238.5 

The accompanying notes are an integral pm1 of these consolidated financia l statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. General information 

Sears Canada Inc. is incorporated in Canada. The address of its registered office and principal place of business is 290 Yonge 
Street, Suite 700, Toronto, Ontario, Canada M5B 2C3. The principal activities of Sears Canada Inc. and its subsidiaries (the 
"Company'") include the sale of goods and services through the Company's Retail channels, which includes its Full-line, Sears 
Home. Hometown Dealer, Outlet Appliances and Mattresses, Corbeil Electrique Inc. (''Corbeil'") stores, and its Direct (catalogue/ 
internet) channel. It also includes service revenue related to product repair and logistics. Commission revenue includes travel, 
home improvement services, insurance, and performance payments received from JPMorgan Chase Bank, N.A. (Toronto Branch) 
("JPMorgan Chase'") under the Company's long-term credit card marketing and servicing alliance with JPMorgan Chase. The 
Company has a multi-year licensing arrangement with TravelBrands Inc. ("'TravelBrands'")(formerly known as Thomas Cook 
Canada Inc.), under which TravelBrands manages the day-to-day operations of all Sears Travel offices and provides commissions 
to the Company. The Company also entered in a multi-year licensing agreement with SHS Services Management Inc. (''SHS'"), 
under which SHS oversaw the day-to-day operations of all Sears Home Installed Products and Services business ("'HIPS'"). On 
December 13, 2013, SHS announced it was in receivership, and all offers of services provided by SHS ceased (see Note 14). 
Licensee fee revenues are comprised of payments received from licensees, including TravelBrands and SHS, that operate within 
the Company's stores. The Company is a party to a number of real estate joint arrangements which have been classified as joint 
operations and accounted for by recognizing the Company's share ofjoint arrangements' assets, liabilities, revenues and expenses 
for financial reporting purposes. 

The indirect parent of the Company is Sears Holdings Corporation ("'Sears Holdings'"), incorporated in the U.S. in the state of 
Delaware. The ultimate controlling party ofthe Company is ESL Investments, Inc. (incorporated in the U.S. in the state ofF lorida) 
through Sears Holdings. 

2. Significant accounting policies 

2.1 Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with International Financial Reporting 
Standards ("'I FRS'") as issued by the International Accounting Standards Board ("'IASB'"). 

2.2 Basis of preparation and presentation 

The principal accounting policies of the Company have been applied consistently in the preparation of its consolidated financial 
statements for all periods presented. These financial statements follow the same accounting policies and methods of application 
as those used in the preparation of the 2012 Annual Consolidated Financial Statements, except as noted below. The Company's 
significant accounting policies are detailed in Note 2. 

The Company adopted the following new standards and amendments which became etTective ··in'" or ·•for·· the fiscal year ended 
February I. 2014: 

!AS I. Presentation of Financial Statements ("!AS I'") 

The IASB has amended lAS I to require additional disclosures for items presented in Other Comprehensive Income 
("'OCI'") on a before-tax basis and requires items to be grouped and presented in OCI based on whether they are potentially 
reclassifiable to earnings or loss subsequently (i.e. items that may be reclassified and those that will not be reclassified 
to earnings or loss). These amendments are effective for annual periods beginning on or atter July I, 2012 and require 
full retrospective application. As a result ofthe adoption ofthe lAS I amendment, the Company modi tied its presentation 
ofOCI in the Consolidated Statements ofNet Earnings and Comprehensive Income; 

!AS 28. Investments in Associates and Joint Ventures ("!AS 28 ") 

lAS 28 (as amended in 201 I) supersedes lAS 28 (2003 ), lnrestments in Associates and outlines how to apply. with certain 
limited exceptions. the equity method to investments in associates and joint ventures. The standard also defines an associate 
by reference to the concept of ""significant influence'", which requires power to participate in financial and operating 
policy decisions of an in vestee (but not joint control or control of those policies). Based on the Company's assessment 
of this amendment, there is no impact on its consolidated financial statements; 

!FRS 7, Financial instruments: Disclosures ('"!FRS 7'") 

The IASB has amended I FRS 7. The amendment establishes disclosure requirements to help users better assess the effect 
or potential effect of offsetting arrangements on a company's financial position. These amendments are effective for 
annual periods beginning on or atter January I. 20 I 3 and must be applied retrospectively. Based on the Company's 
assessment of this amendment, there is no impact on its consolidated financial statements; 
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!FRS 10. Consolidated Financial Statements ("/FRS 10'') 

!FRS I 0 establishes the standards for the presentation and preparation of consolidated financial statements when an entity 
controls one or more entities. Based on the Company's assessmentofthis amendment, there is no impact on its consolidated 
financial statements; 

!FRS II. Joint Arrangements ("!FRS I I'') 

!FRS II, along with !FRS 12 described below, replaces lAS 31, Interests in Joint Ventures (''lAS 31 '") and requires that 
a party in a joint arrangement assess its rights and obligations to determine the type ofjoint arrangement and account for 
those rights and obligations accordingly. The adoption ofthis standard has impacted the Company's Financial Statements 
as described in Note 2.25; 

!FRS 12, Disclosure of Involvement 11'ifh Other Entities ("/FRS I 2 ") 

!FRS 12, along with !FRS 11 described above, replaces lAS 31. !FRS 12 requires the disclosure of information that 
enables users of financial statements to evaluate the nature of and the risks associated with, the entity's interests in joint 
arrangements and the impact of those interests on its financial position, financial performance and cash flows. These 
amendments are effective for annual periods beginning on or after .January I, 2013 and must be applied retrospectively. 
Disclosures required under !FRS 12 for the consolidated financial statements have been included in Note II; and 

!FRS 13. Fair Value Measurement ("!FRS 13") 

!FRS 13 provides guidance to improve consistency and comparability in fair value measurements and related disclosures 
through a 'fair value hierarchy'. This standard applies when another !FRS requires or permits fair value measurements 
or disclosures. Disclosures required under !FRS 13 for the consolidated financial statements have been included in Note 
14.5. 

2.3 Basis of measurement 

The consolidated financial statements have been prepared on the historical cost basis. with the exception of certain financial 
instruments that are measured at fair value and the retirement benefit asset. which is the net total of plan assets and the present 
value of the retirement benefit liability. Historical cost is generally based on the fair value of the consideration given in exchange 
for assets. 

2.-1 Basis qf consolidation 

The consolidated financial statements incorporate the financial statements of the Company as well as all of its subsidiaries. Real 
estate joint arrangements are accounted tor by recognizing the Company's share of the joint arrangements' assets. liabilities, 
revenues and expenses (described further in Note 2.13 ). 

The fiscal year of the Company consists of a 52 or 53-week period ending on the Saturday closest to January 31. The fiscal years 
for the 2013 and 2012 consolidated financial statements represent the 52-week period ended February I. 2014 ("'Fiscal 20 I 3'" or 
··2013'") and the 53-week period ended February 2, 2013 ("Fiscal2012'" or ·'2012'"), respectively. 

The Company's consolidated financial statements are presented in Canadian dollars, which is the Company's functional currency. 
The Company is comprised of two reportable segments, Merchandising and Real Estate Joint Arrangements (see Note 23). 

2.5 Cash and cash equivalents 

Cash and cash equivalents include highly liquid investments with maturities of90 days or less at the date of purchase. Cash and 
cash equivalents are considered to be restricted when they are subject to contingent rights of a third party customer, vendor, 
government agency or financial institution. 

2. 6 Short-term investments 

Short-term investments include investments with maturities between 91 to 364 days hom the date of purchase. 

2. 7 Inventories 

Inventories are measured at the lower of cost and net realizable value. Cost is determined using the w·eighted average cost method, 
based on individual items. The cost is comprised of the purchase price, plus the costs incurred in bringing the inventory to its 
present location and condition. Net realizable value is the estimated selling price in the ordinary course ofbusiness less the estimated 
costs to sell. Rebates and allowances received t!·om vendors are recognized as a reduction to the cost of inventory, unless the 
rebates clearly relate to the reimbursement of specific expenses. A provision for shrinkage and obsolescence is calculated based 
on historical experience. All inventories consist of finished goods. 
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2.8 Property. plant and equipment 

Property, plant and equipment are measured at cost or deemed cost less accumulated depreciation and accumulated impairment 
losses. Costs include expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes site preparation costs, design and engineering fees, freight (only on initial freight costs incurred between the vendor and 
the Company), installation expenses and provincial sales ta...: (Saskatchewan. Manitoba and Prince Edward Island), and is net of 
any vendor subsidies or reimbursements. An allocation of general and specific incremental interest charges for major construction 
projects is also included in the cost of related assets. Property, plant and equipment within one of the Company's Regina logistics 
centres have been classified as held for sale in the Consolidated Statements of Financial Position (see Note 29). 

When the significant parts of an item of property. plant and equipment have varying useful lives, they are accounted for as separate 
components of property, plant and equipment. Depreciation is calculated based on the depreciable amount of the asset or significant 
component thereof, if applicable, which is the cost of the asset or significant component less its residual value. Depreciation is 
recognized using the straight-line method for each significant component of an item of property, plant and equipment and is 
recorded in ''Selling, administrative and other expenses'' in the Consolidated Statements of Net Earnings and Comprehensive 
Income. The estimated useful lives are 2 to 13 years for equipment and fixtures and 10 to 50 years for buildings and building 
improvements. The estimated useful lives, residual values and depreciation methods for property, plant and equipment are reviewed 
annually and adjusted, if appropriate. with the effect of any changes in estimates accounted for on a prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease, unless it is reasonably ce1tain that the Company will obtain ownership by the end of the 
I ease term. 

The gain or loss arising on the disposal or retirement of an item of prope1ty, plant and equipment is determined as the difference 
between the proceeds from sale or the cost of retirement and the carrying amount of the asset. and is recognized in the Consolidated 
Statements ofNet Earnings and Comprehensive Income. 

For a discussion on the impairment of tangible assets. refer to Note 2.11. Prope1ty, plant and equipment are reviewed at the end 
of each reporting period to determine whether there is an indicator of impairment. 

2.9 Investment property 

The Company's investment property consists of vacant land which is not currently used in its operations. Investment property is 
measured at its deemed cost less accumulated impairment losses. 

The fair values of the investment property is estimated using observable data based on the current cost of acquiring comparable 
prope1ties within the market area and the capitalization of the property's anticipated revenue. The Company engages independent 
qualified third parties to conduct appraisals of its investment property. 

The gain or loss arising fi·om the disposal or retirement of an item of investment property is determined as the difference between 
the proceeds from sale or the cost of retirement. and the carrying amount of the asset, and is recognized in the Consolidated 
Statements ofNet Earnings and Comprehensive Income. 

For a discussion on the impairment of tangible assets, refer to Note 2.11. Investment property is reviewed at the end of each 
rep01ting period to determine whether there is any indicator of impairment. 

2. I 0 Intangible. assets 

2.1 0.1 Finite life intangible assets other than goodwill 

Finite life intangible assets consist of purchased and internally developed software. Intangible assets are carried at cost less 
accumulated amortization and accumulated impairment losses and are am01tized on a straight-line basis over their estimated useful 
lives which range from 2 to 5 years. The useful lives of all intangible assets other than goodwill are finite. Amortization expense 
is included in ··selling, administrative and other expenses•· in the Consolidated Statements of Net Earnings and Comprehensive 
Income. The estimated useful lives and amortization methods for intangible assets other than goodwill are reviewed annually, with 
the eflect of any changes in estimates being accounted for on a prospective basis. 

Internally developed software costs are capitalized when the following criteria are met: 
It is technically feasible to complete the soft,vare so that it will be available for use; 
The Company intends to complete the software product; 
The Company has an ability to use the software; 
The Company can demonstrate how the software will generate probable future economic benefits; 
Adequate technicaL financial and other resources to complete the development and to use the software product are 
available; and 
The expenditure attributable to the software product during its development can be reliably measured. 

Costs that qualify for capitalization are limited to those that are directly related to each software development project. 
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2.10.2 Goodwill 

Goodwill arising in a business combination is recognized as an asset at the date that control is acquired (''the acquisition date'"). 
Goodwill is measured as the excess of the sum of the consideration transferred, over the net fair value of identifiable assets acquired 
less liabilities assumed as of the acquisition date. 

2.11 Impairment of tangible assets and intangible assets 11'ithfinite useful/ires 

At the end of each reporting period, the Company reviews property, plant and equipment. investment property, intangible assets 
and goodw·ill tor indicators of impairment. If any such indication exists, the recoverable amount of the asset is estimated in order 
to determine the extent ofthe impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual 
asset, the assets are then grouped together into the smallest group of assets that generate independent cash inflows from continuing 
use (the ·'cash generating unif" or ·'CGU'") and a recoverable amount is estimated tor that CGU. The Company has determined 
that its CGUs are primarily its retail stores. 

Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual CGUs. 
Otherwise. they are allocated to the smallest group ofCGUs for which a reasonable and consistent allocation basis can be identified. 

If the recoverable amount of an asset or a CGU is estimated to be less than its carrying amount. the asset or CGU will be reduced 
to its recoverable amount and an impairment loss is recognized immediately. If an impairment for a CGU has been identified, the 
impairment is first allocated to goodwill before other assets held by the CGU. Where goodwill is not part of a CGU. an impairment 
loss is recognized as a reduction in the carrying amount of the assets included in the CGU on a pro rata basis. 

Where an impairment loss subsequently reverses (not applicable to goodwill), the carrying amount of the asset or CGU is revised 
to an estimate of its recoverable amount limited to the carrying amount that would have been determined had no impairment loss 
been recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized immediately. 

2.12 Impairment of goodwill 

Goodwill is not amortized but is reviewed for impairment at least annually. For the purposes of impairment testing. goodwill is 
allocated to each of the Company's CGUs expected to benefit from the synergies of the combination. 

CGUs to which goodwill has been allocated are tested for impairment annually, or more ti·equently when there is an indication 
that the unit may be impaired. If the recoverable amount of the CGU is less than its carrying amount the impairment loss is 
allocated first to reduce the carrying amount of any goodwill allocated to the CGU, and then to the other assets of the unit on a 
pro-rata basis, based on the carrying amount of each asset in the unit. Impairment losses tor goodwill are not reversed in subsequent 
periods. 

2.13 Joint arrangements 

.Joint arrangements are arrangements of which two or more parties have joint control. Joint control is considered to be when all 
parties to the joint arrangement are required to reach unanimous consent over decisions about relevant business activities pertaining 
to the contractual arrangement. 

The Company has determined that its real estate joint arrangements are joint operations. A joint operation is a contractual 
arrangement whereby two or more parties undertake an economic activity that is su~ject to joint control and whereby each party 
has rights to the assets and liabilities relating to the arrangement. Inte.rests in joint operations are accounted for by recognizing 
the Corporation's share of assets. liabilities, revenues, and expenses incurred jointly. 

2.1-1 Leasing arrangements 

Leases are classified as t1nance leases when the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases. 

2.14.1 The Company as lessor 

The Company has entered into a number of agreements to sub-lease premises to third parties. All sub-leases to third parties are 
classified as operating leases. Rental income from operating leases is recognized on a straight-line basis over the term of the lease. 

2.14.2 The Company as lessee 

Assets held under finance leases are initially recognized by the Company at the lower of the fair value ofthe asset and the present 
value of the minimum lease payments. The corresponding current and non-cuiTent liabilities to the lessor are included in the 
Consolidated Statements of Financial Position as a t1nance lease obligation in ··current portion of long-term obligations"' and 
·'Long-term obligations:· respectively. The assets are depreciated using the same accounting policy as applicable to prope1ty, plant 
and equipment (see Note 2.8). 
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Lease payments are apportioned between finance costs and the lease obligation in order to achieve a constant rate of interest on 
the remaining balance of the liability. The minimum lease payments are allocated between the land and building element in 
proportion to the relative fair values of the leasehold interests, in each of these elements of the lease. 

Assets under operating leases are not recognized by the Company. Operating lease payments are recognized in ''Selling, 
administrative and other expenses'· in the Consolidated Statements ofNet Earnings and Comprehensive Income. 

In the event that lease incentives are received fi·om the landlord, such incentives are recognized as a liability. The aggregate benefit 
of incentives is recognized as a reduction of rental expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 

2.15 Retirement benefit plans 

The Company currently maintains a defined contribution and a defined benefit registered pension plan, which covers eligible 
regular full-time and part-time associates, a non-registered supplemental savings arrangement and a defined benefit non-pension 
retirement plan, which provides life insurance, medical and dental benefits to eligible retired associates through a health and 
\vel fare trust. 

2.15.1 Defined contribution plan 

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed or matching contributions 
based on employee contributions into a separate legal entity and has no fwther legal or constructive obligation to pay additional 
amount$. Company contributions to the defined contribution retirement benefit plan are recognized as an expense when employees 
have rendered services entitling them to the contributions. 

2.15.2 Defined benefit plans 

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations prepared by independent qualified actuaries at least every 3 years. Remeasurements comprised of actuarial 
gains and losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding interest) are recognized 
immediately in the statement of financial position with a charge or credit to other comprehensive income in the period in which 
they occur. The Company performs remeasurements at least annually. Remeasurements recorded in Other comprehensive income 
are not recycled into profit or loss. However. the entity may transfer those amounts recognized in other comprehensive income 
within accumulated other comprehensive income (""AOCJ'"). Past service cost is recognized in profit or Joss in the period of plan 
amendment. Net-interest is calculated by applying the discount rate to the net defined benefit liability or asset. Defined benefit 
costs are split into three categories: 

service cost, past-service cost gains and losses on cuJtailments and settlements; 
net interest expense or income; 
remeasurements. 

The Company presents the first two components of defined benefit costs in ·'Selling, administrative and other expenses'· in the 
Consolidated Statements ofNet Earnings and Comprehensive Income. 

Remeasurements are recorded in Other comprehensive income. 

The retirement benetit·obligation recognized in the Consolidated Statements of Financial Position represents the actual deficit or 
surplus in the Company's defined benefit plans. Any surplus resulting from this calculation is limited to the present value of any 
economic benefits available in the form of refunds from the plans or reductions in future contributions to the plans. 

2.15.3 Termination benefits 

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw the offer of the termination 
benefit and when the entity recognizes any related restructuring costs. 

2.16 Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable, excluding sales taxes. Revenue is reduced tor 
estimated customer returns, discounts and other similar allowances. 

2.16.1 Sale of goods 

Revenue fi·om the sale of goods is recognized upon deliveJ)' of goods to the customer. In the case of goods sold in-store, delivery 
is generally complete at the point of sale. For goods su~ject to delivery such as furniture or m~jor appliances, and goods sold 
online or through the catalogue, deliveJ)' is complete when the goods are delivered to the customers' selected final destination or 
picked up fi·om a catalogue agent. In the case of goods subject to installation, such as home improvement products, revenue is 
recognized when the goods have been delivered and the installation is complete. 
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2.16.2 Rendering of services 

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract. 

Extended warranty sen•ice contracts 

The Company sells extended warranty service contracts with terms of coverage generally between 12 and 60 months. Revenue 
from the sale of each contract is deferred and amortized on a straight-line basis over the term of the related contract. 

Product repai1: handling and installation sen·ices 

Product repair, handling and installation services revenue is recognized once the services are complete. These services are performed 
within a short timeframe which is typically one day. 

2.16.3 Commission and licensee fee revenue 

The Company earns commission revenue by selling various products and services that are provided by third pmties, such as sales 
of travel services, home improvement products and insurance programs. As the Company is not the primary obligor in these 
transactions, these commissions are recognized upon sale of the related product or service. 

Fee revenue is received from a variety oflicensees that operate in the Company's stores. Revenue earned is based on a percentage 
oflicensee sales. Revenue is recorded upon sale of the related product or service. 

Revenue is received from JPMorgan Chase relating to credit sales. Revenue is based on a percentage of sales charged on the Sears 
Card or Sears MasterCard and is included in revenue when the sale occurs. 

2.16.4 Interest income 

Interest income is recognized when it is probable that the economic benefits wiJI flow to the Company and the amount of income 
can be reliably measured. Interest income is accrued on a periodic basis by reference to the principal outstanding and the applicable 
interest rate. 

2.16.5 Customer loyalty program 

The Sears Club Points Program (the ''Program'') allows members to earn points tl·om eligible purchases made on their Sears Card 
and/or Sears MasterCard. Members can then redeem points in accordance with the Program rewards schedule for merchandise. 
When points are earned, the Company defers revenue equal to the fair value of the awards adjusted for expected redemptions. 
When awards are redeemed, the redemption value of the awards is charged against deferred revenue and recognized as revenue. 
The redemption rates are reviewed on a regular basis and are adjusted based upon expected future activity. 

2.16.6 Gift cards 

The Company sells gift cards through its retail stores, websites and third pmties with no administrative fee charges or expiration 
dates. No revenue is recogilized at the time gift cards are sold. Revenue is recognized as a merchandise sales when the gift card 
is redeemed by the customer. The Company also recognizes income when the likelihood of the gift card being redeemed by the 
customer is remote, which is generally at the end of 18 months subsequent to issuance, estimated based on historical redemption 
patterns. 

2.16. 7 Cost of goods and services sold 

Cost of goods and services sold includes the purchase price of merchandise sold, freight and handling costs incurred in preparing 
the related inventory for sale, installation costs incurred relating to the sale of goods subject to installation, write-downs taken on 
inventory during the period, physical inventory losses and costs of services provided during the period relating to services sold, 
Jess rebates tl·om suppliers relating to merchandise sold. 

2.17 Foreign currency translation 

Transactions in currencies other than the Company's functional currency are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each reporting period. monetary assets and liabilities denominated in foreign currencies 
are retranslated to the functional currency at the exchange rates prevailing at that date. 

Non-monetary assets and liabilities denominated in a foreign currency that are measured at historical cost are translated using the 
exchange rate at the date of the transaction and are not retranslated. 

Exchange differences arising on retranslation are recognized in the Consolidated Statements ofNet Earnings and Comprehensive 
Income in the period in which they arise, except tor exchange differences on ce1tain foreign currency hedging transactions. 
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2.18 Considerationfi·om a vendor 

The Company has arrangements with its vendors that provide for rebates subject to binding contractual agreements. Rebates on 
inventories subject to binding agreements are recognized as a reduction of the cost of sales or related inventories for the period, 
provided the rebates are probable and reasonably estimable. Rebates on advertising costs subject to binding agreements are 
recognized as a reduction of the advertising expense for the period, provided the rebates are probable and reasonably estimable. 

2.19 Taxation 

Income tax expense represents the sum of current tax expense and deferred tax expense. 

2.19.1 Current tax 

Tax currently payable or recoverable is based on taxable earnings or loss for the repmiing period. Taxable income differs from 
earnings as reported in the Consolidated Statements of Net Earnings and Comprehensive Income, due to income or expenses that 
are taxable or deductible in other years and items that are not taxable or deductible for ta...: purposes. The Company's liability for 
current tax is calculated using tax rates that have been enacted or substantively enacted as at the end of the repmiing period and 
includes any adjustments to taxes payable and/or taxes recoverable in respect of prior years. 

2. 19.2 Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities and the corresponding 
tax bases used in the computation of taxable earnings or loss. 

Deferred tax liabilities are generally recognized for taxable temporary differences. Deferred tax assets are generally recognized 
for deductible temporary differences to the extent that it is probable that taxable income will be available, against which deductible 
temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary differences arise 
from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable net earnings or loss nor the accounting income or loss. 

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries and investments 
in joint ventures, except where the Company is able to control the reversal of the temporary difference and it is probable that the 
temporary difference will not reverse in the foreseeable future. Deferred tax assets arising fi·om deductible temporary differences 
associated with such investments are only recognized to the extent that it is probable that there will be sufficient ta...:able earnings 
against which to utilize the benefits of the temporary differences and they are expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is no 
longer probable that sufticient taxable income will be available to allow all or pa1i of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applicable in the period in which the liability 
is settled or the asset realized. based on tax rates and tax laws that have been enacted or substantively enacted by the end of the 
repmiing period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the end of the reporting period. to recover or settle the carrying amount of its assets 
and liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax 
liabilities, when they relate to income taxes levied by the same taxation authority and when the Company intends to settle its 
current tax assets and liabilities on a net basis. Deferred tax assets and liabilities are not discounted. 

2.19.3 Current and deferred tax for the period 

Current and deferred tax are recognized as a tax expense or recovery in the Consolidated Statements of Net Earnings and 
Comprehensive Income. except when they relate to items that are recognized outside of earnings or loss (whether in OCL or 
directly in equity), in which case, the tax is also recognized outside of earnings or loss, or where they arise from the initial accounting 
for a business combination. In the case of a business combination, the tax effect is included in the accounting for the business 
combination. Interest on the Company's tax position is recognized as a finance cost. 

2.20 Provisions 

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event it is probable 
that the Company will be required to settle the obligation and a reliable estimate can be made for the amount of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end 
of the repmiing period, taking into account the risks and uncertainties specific to the obligation. Where a provision is measured 
using the cash flow estimated to settle the present obligation, its carrying amount is the present value of such cash flows. 
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When some or all of the economic resources required to settle a provision are expected to be recovered from a third party, a 
receivable is recognized as an asset if it is vi1tually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably. 

2.20.1 Onerous contract provisions 

An onerous contract provision is recognized when the expected benefits to be derived by the Company from a contract are lower 
than the unavoidable cost of meeting its obligations. The provision is measured at the present value of the lower of the expected 
cost of terminating the contract or the expected cost of continuing with the contract. Before a provision is established, the Company 
recognizes any impairment loss on the assets associated with that contract. 

2.20.2 General liability provisions 

The Company purchases third pmty insurance for automobile, damage to a claimant's prope1ty or bodily injury from use of a 
product. and general liability claims that exceed a ce1tain dollar level. However, the Company is responsible for the payment of 
claims under these insured limits. In estimating the obligation associated with incurred losses, the Company utilizes actuarial 
methodologies which are based on historical data and validated by an independent third party. Loss estimates are adjusted based 
on actual claims settlements and rep01ted claims. 

2.20.3 Warranty provisions 

An estimate for warranty provisions is made at the time the merchandise is sold based on historical warranty trends. Please also 
see Note 16. 

2.20.4 Returns and allowances provisions 

Provisions for returns and allowances are made based on historical rates which represent the expected future outflow of economic 
resources on current sales. 

2.20.5 Environmental provisions 

The Company is exposed to environmental risks as an owner, lessor and lessee of prope1ty. Under federal and provincial laws, 
the owner. lessor or lessee could be liable tor the costs of removal and remediation of certain hazardous substances on its properties 
or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims against the 
Company. The provision is based on assessments conducted by third pmties, as well as historical data. 

2.21 Financial assets 

All financial assets are recognized and derecognized on the trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timefi·ame established by the market concerned. Financial 
assets are initially measured at fair value plus transaction costs, except for those financial assets at ·fair value through profit or 
loss· (""FVTPL .. ) tor which the transaction costs are expensed as incurred. 

Financial assets and liabilities are offset with the net amount presented in the Consolidated Statements of Financial Position when, 
and only when. the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial assets are classified into the following categories: financial assets at FVTPL, ·held-to-maturity' investments, 'available
for-sale' (""AFS'") financial assets and 'loans and receivables'. The classification depends on the nature and purpose of the financial 
assets and is determined at the time of initial recognition. Currently the Company does not have any ·held-to-maturity' investments. 

2.21.1 Effective interest method 

The effective interest method calculates the amortized cost of a financial asset or financial liability and allocates interest income 
or expense over the relevant period. The etTective interest rate is the rate that exactly discounts estimated future cash flow (including 
all fees on points paid or received that form an integral pmt of the effective interest rate, transaction costs and other premiums or 
discounts) through the expected life ofthe financial instrument. or (where appropriate) a shorter period, to the net carrying amount 
on initial recognition. 

Interest income or expense is recognized on an etTective interest basis for financial assets and financial liabilities other than those 
classified as at FVTPL. 

2.21.2 Financial assets at FVTPL 

Financial assets are classified at FVTPL when the financial asset is either held-tor-trading or it is designated as at FVTPL. 
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2.2 I .3 AFS financial assets 

The Company's cash equivalents have been classified as AFS financial assets and are measured at fair value. Gains and losses 
arising from changes in fair value are recognized in OCL with the exception of impairment losses, interest calculated using the 
effective interest method and foreign exchange gains and losses on monetary assets, which are recognized in ·'Selling, administrative 
and other expenses .. or ·'Interest Income'· in the Consolidated Statements of Net Earnings and Comprehensive Income. Where the 
investment is disposed of or is determined to be impaired, the cumulative gain or loss previously included in AOCI is reclassified 
to ·'Selling, administrative and other expenses'· in the Consolidated Statements of Net Earnings and Comprehensive Income. 

2.2 I .4 Loans and receivables 

Cash held by the bank and restricted cash and cash equivalents are classified as 'loans and receivables' and are measured at 
ammiized cost. 

Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an active market are also 
classified as ·loans and receivables'. Loans and receivables are measured at ammiized cost using the effective interest method, 
less any impairment. Interest income is recognized by applying the effective interest rate, except for shmi-term receivables, where 
the recognition of interest would be immaterial. -

2.2 I .5 Impairment of financial assets 

Financial assets, other than those at FVTPL are assessed for indicators of impairment at the end of each repmiing period. Financial 
assets are considered to be impaired when there is objective evidence that the estimated future cash flow of the financial asset 
have been negatively affected as a result of events that have occurred after its initial recognition. 

For all financial assets, objective evidence of impairment could include: 
Significant financial difficulty of the issuer or counterpmiy: or 
Default or delinquency in interest or principal payments: or 
Probability that the borrower will enter bankruptcy or financial reorganization. 

For financial assets carried at ammiized cost, the amount of any impairment loss recognized is the difference between the asset's 
carrying amount and the present value of estimated future cash flow discounted at the financial assefs initial effective interest 
rate. When a subsequent event causes the amount of any impairment loss to decrease, the decrease in impairment loss is reversed 
through the Consolidated Statements of Net Earnings and Comprehensive Income. 

The carrying amount of the financial asset is reduced by any impairment loss directly for all financial assets with the exception 
of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is 
considered uncollectible, its carrying amount is written off including any amounts previously recorded in the allowance account. 
Subsequent recoveries of amounts previously written otT are credited to ··selling, administrative and other expenses'· in the 
Consolidated Statements ofNet Earnings and Comprehensive Income. Changes in the carrying amount of the allowance account 
are also recognized in ·•selling, administrative and other expenses''. 

2.2 1.6 Derecognition of linancial assets 

The Company derecognizes a financial asset only when the contractual rights to the cash tlow fi·om the asset expire, or when 
substantially aLI the risks and rewards of ownership of the asset are transferred to another entity.lfthe Company retains substantially 
all the risks and rewards of ownership of a transferred financial asset. the Company continues to recognize the financial asset and 
also recognizes a collateralized borrowing for the proceeds received. 

2.22 Financial liabilities and equity instruments 

2.22. I Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the 
contractual arrangement. 

2.22.2 Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issuance costs. 

2.22.3 Financial liabilities 

Financial liabilities are recognized on the trade date at which the Company becomes a party to the contractual provisions of the 
instrument. Financial liabilities are classified as either tinancialliabilities at 'FVTPL' or 'other financial liabilities'. 
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2.22.4 Financial liabilities at FVTPL 

Financial liabilities are classified as at FVTPL when they are either held-for-trading or designated as at FVTPL. Currently the 
Company does not have any financial liabilities that have been designated as at FVTPL upon initial recognition. 

2.22.5 Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. Other financial 
liabilities are subsequently measured at am01tized cost with interest expense recognized on an effective interest method. 

The Company amOitizes debt issuance transaction costs over the life of the debt using the effective interest method. 

2.22.6 Derecognition of financial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, cancelled or 
expired. 

2.23 Derivative financial instruments 

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign exchange 
rate risk, including foreign exchange option contracts and interest rate swaps. Further details on derivative financial instruments 
are disclosed in Note 14. 

Derivatives are initially recognized at fair value at the date the derivative contract is entered into and are subsequently remeasured 
to their fair value at the end of each repotting period. The resulting gain or loss is recognized immediately in ··selling, administrative 
and other expenses'" unless the derivative is designated and effective as a hedging instrument, in which case. the timing of the 
recognition depends on the nature of the hedge relationship. The Company designates cettain derivatives as hedges of highly 
probable forecasted transactions or hedges of foreign currency risk of firm commitments (cash flow hedges). 

A derivative with a positive fair value is recognized as a financial asset, whereas a derivative with a negative fair value is recognized 
as a financial liability. A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the 
instrument is more than 12 months and it is not expected to be realized or settled within 12 months. Other derivatives are presented 
as current assets or current liabilities. 

2.23.1 Hedge accounting 

The Company designates cettain hedging instruments, which include derivatives, as cash flow hedges. Hedges oftoreign exchange 
risk on firm commitments are accounted for as cash flow hedges. 

At the inception of the hedging relationship. the Company documents the relationship between the hedging instrument and the 
hedged item, along with its risk management objectives and its strategy for undetiaking various hedging transactions. At the 
inception of the hedge and on an ongoing basis. the Company documents whether the hedging instrument is highly effective in 
offsetting changes in fair values or cash flows of the hedged item. 

Note 14 sets out details ofthe fair values of the derivative instruments used tor hedging purposes. 

2.23.2 Cash flow hedges 

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognized 
in OCI. The gain or loss relating to the ineffective portion is recognized immediately in ·'Selling, administrative and other expenses·· 
in the Consolidated Statements of Net Earnings and Comprehensive Income. Amounts previously recognized in OCI and 
accumulated in AOCI within equity are reclassified in the periods when the hedged items are recognized (i.e. to ·'Cost of goods 
and services sold'" in the Consolidated Statements of Net Earnings and Comprehensive Income). 

Hedge accounting is discontinued when the Company revokes the hedging relationship, when the hedging instrument expires or 
is sold, terminated. or exercised, or when it no longer qualifies for hedge accounting. Any gains or losses accumulated in AOCJ 
within equity at the time of discontinuation remain in equity and are transferred to ··cost of goods and services sold"" in the 
Consolidated Statements of Net Earnings and Comprehensive Income \vhen the forecasted transaction is ultimately recognized. 
When a forecasted transactiOI1 is no longer expected to occur, the gains or losses accumulated in equity are recognized immediately. 

2.2-1 Net earnings per share 

Net earnings per share is calculated using the weighted average number of shares outstanding during the reporting period. Diluted 
net earnings per share is determined using the ·treasury stock method,' which considers the potential for the issuance of new shares 
created by unexercised in-the-money options. 
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2.25 Changes in Accounting Policy 

!FRS I I. Joint Arrangements 

The Company adopted I FRS II in the first qumier of2013 . On May 12. 20 II the IASB issued I FRS II and required that a party 
in a joint arrangement assess its rights and obligations to determine the type ofjoint arrangement and account for those rights and 
obligations accordingly. The Company has real estate joint arrangements related to three shopping centres. for \\·hich decisions 
regarding relevant activities require unanimous consent ofthe parties sharing control. In the event of a dispute between the paiiies 
sharing control of the joint arrangements, settlement occurs through unbiased arbitration, legal action, or a sale of the pmiy's 
interest in the joint arrangement to the other party. The Company examined the legal structure. contractual arrangements and other 
relevant facts and circumstances of each joint arrangement. and the Company determined that it had rights to the assets and 
obligations to the liabilities ofeachjointarrangement. Therefore, the Company has determined that its real estatejointarrangements 
are joint operations and have been recognized in accordance with the Company's interest in the assets and liabi lities of these 
arrangements. 

!FRS II is effective for annual periods beginning on or after January I. 2013 with early adoption permitted. The amendments are 
required to be applied retrospectively in accordance with lAS 8.Accounting Policies. Changes in Accounting Estimates and Errors. 

As the Company implemented !FRS II in the tirst quarter of2013. the Company has retrospectively adjusted the assets and 
liabilities as at February 2, 2013 and January 28.2012 and income. expenses and cash tlow for the 53-week period ended February 2. 
2013. 

A summary of the impact arising fi·om the application of the change in accounting policy is as follows: 

Consolidated Statements of Financial Position 

(Increase (decrease) in CAD millions) 

Cash and cash equivalents 

Accounts recei\ able. net 

Prepaid expenses 

Net change to current assets 

Property. plant and equipment 

Investment in joint arrangements 

Other long-term assets 

Net change to total assets 

Accounts payable and accrued liabilities 

Deferred revenue 

Other taxes payable 

Current portion of long-term obi igations· 

Net change to current liabilities 

Long-term obligations 

Deferred tax liabilities 

Other long-term liabilities 

Net change to total liabilities 

Consolidated Statements of Net Eamings 

(Increase (decrease) in CAD millions) 

Revenue 

Selling, administrati\ e and other expenses 

Finance costs 

Interest income 

Share of income t]·om joint arrangements 

$ 

$ 

70 

As at 
February 2. 20 I 3 

1.5 

1.5 

( 1.5) 

1.5 

278.5 

(263.4) 

9.0 

25.6 

1.7 

0.3 

0.1 

4.0 

6.1 

19.3 

0.2 

25.6 

53-Week 
Period Ended 

FebruarY 2. 20 I 3 

45.8 

34.7 

1. 8 

0.2 

(9.5) 

As at 
January 28. 2012 

$ 2.8 

1.4 

4.2 

324.1 

(301.4) 

9.8 

36.7 

4.0 

0.1 

4.1 

8.2 

27.2 

0.3 

1.0 

36.7 
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Consolidated Statements of Cash Flows 

(Increase (decrease) in cashjl01r arising from items noted belo11· in CAD 
millions) 

Depreciation and am01iization 

Impairment loss 

Share of income from joint arrangements 

Finance costs 

Interest income 

Interest paid 

Changes in non-cash working capital 

Changes in long-term assets and liabilities 

Additions of property. plant & equipment and intangible assets 

Repayment on long-term obligations 

Di vidends received from joint arrangements 

$ 

53-Week 
Period Ended 

February 2. 2013 

13.2 

2.2 

9.5 

1.8 

(0.2) 

( 1.8) 

0.7 

( 1.2) 

(4.1) 

(4.0) 

(I 8.4) 

As a result of the adoption of! FRS II in the first quarter of20 13 . the Company has two reportable segments: Merchandising and 
Real Estate Joint Arrangement operations. Refer to Note 23 for segmented information disclosure. 

3. Issued standards not yet adopted 

The Company monitors the standard setting process tor new standards and interpretations issued by the IASB that the Company 
may be required to adopt in the future. Since the impact of a proposed standard may change during the review period. the Company 
does not comment publicly until the standard has been finalized and the effects have been determined. 

On December 16. 20 II. the IASB issued amendments to two previously released standards. They are as follows: 

/AS 32. Financial Instruments: Presentation ('/AS 32 '") 

The IASB amended lAS 32 to address inconsistencies in current practice in the application of offsetting criteria. The 
amendments provide clarification with respect to the meaning of·cuiTently has a legally enforceable right of set-off and 
that some gross settlement systems may be considered equivalent to net settlement. These amendments are e1Tective tor 
annual periods beginning on or after January I. 2014. The Company is currently assessing the impact ofthese amendments 
on the Company·s consolidated tinancial statements and related note disclosures. 

/FRS 9. Financial Instruments ("/FRS 9 ") 

This standard will ultimately replace lAS 39. Financial lnstntments: Recognition and ;\feasurement in phases. The tirst 
phase of IFRS 9 was issued on November 12.2009 and addresses the classitlcation and measurement of financial assets. 
The second phase of I FRS 9 was issued on October 28. 20 I 0 incorporating new requirements on accounting tor tlnancial 
liabilities. On December 16.2011. the IASB amended the mandatory e1Tective date .ofiFRS 9 to fiscal years beginning 
on or. a1ler January I. 2015. The amendment also provides relief tl·om the requirement to recast comparative financial 
statements for the effectofapplying IFRS 9. In subsequent phases. the IASB will address hedgeaccountingand impairment 
oftinancial assets. On November 19, 2013. the IASB withdrew the mandatory effective date of IFRS 9. The Company 
\Viii eYaluate the overall impact on the Company's consolidated financial statements when the tina! standard. including 
all phases. is issued. 

On May 20. 2013. the IASB issued the fo llo\\· ing interpretation: 

IFRIC 21. Leries ("/FRIC 21 ") 

This interpretation prm·ides guidance on" hen to recognize a liability tor a le\y imposed by a government. both tor levies 
that are accounted tor in accordance with !AS 37, Provisions. C'ol71ingent Liabilities and C'ol1finge171.-lssets and those 
\Vhere the timing and amount of the levy is certain. This interpretation is applicable tor annual periods on or after January 
1. 2014. The Company is cu rrently assessing the impact of these amendments on the Company·s consolidated financial 
statements and related note disclosures. 
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4. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company's accounting policies, management is required to make judgments, estimates and assumptions 
with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
underlying assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period. or in the period of 
the revision and future periods, if the revision affects both current and future periods. · 

The following are the critical judgments that management has made in the process of applying the Company's accounting policies, 
key assumptions concerning the future and other key sources of estimation unce1tainty that have the potential to materially impact 
the carrying amounts of assets and liabilities. 

4.I Legal liabilities 

Assessing the financial outcome of unce1tain legal positions requires judgment to be made regarding the relative merits of each 
claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by internal and 
external counseL when appropriate. 

Changes in estimates or assumptions could cause changes to '"Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Selling, administrative and other expenses'' in the Consolidated Statements of Net Earnings and 
Comprehensive Income. For additional information, see Note 16. 

4.2 InventOIJ' 

4.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated based 
on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is estimated 
based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory count 
data. 

4.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

4.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each rep01ting period and is included in the cost of 
inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to ··Inventories'' on the Consolidated Statements of Financial Position and a charge 
or credit to ·•cost of goods and services sold" in the Consolidated Statements of Net Earnings and Comprehensive Income. For 
additional information. see Note 7. 

-I. 3 Impairment of property. plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to CGUs. Determining whether the CGU 
is impaired requires an estimation of the recoverable amount of the CGU, which is the higher of the fair value less costs to sell 
and its value in use. To determine the recoverable amount of the CGU, management is required to estimate its fair value by 
evaluating the expected future cash flow using an appropriate growth rate, the estimated costs to sell and a suitable discount rate 
to calculate the value in use. 

Changes in estimates may result in changes to '"Property, plant and equipment'" and ''Intangible assets•· on the Consolidated 
Statements of Financial Position and a charge or credit to ·'Selling, administrative and other expenses" in the Consolidated 
Statements of Net Earnings and Comprehensive Income. For additional information, see Note 9 and Note I 0.2. 

-I. -!Impairment of good11'ill 

Determining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to which the 
goodwill is allocated. To determine the recoverable amount of the CGU, management is required to estimate its fair value by 
evaluating expected future cash flow using an appropriate growth rate, the estimated costs to sell and a suitable discount rate to 
calcul<:!te the value in use. 
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Changes in estimates may result in changes to .. Goodwill'' on the Consolidated Statements of Financial Position and a charge to 
·'Selling, administrative and other expenses•· in the Consolidated Statements of Net Earnings and Comprehensive Income. For 
additional information. see Note 1 0.1 . 

.:1.5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions. including the discount rate, inflation rate, 
salary growth and mo1tality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the ··Retirement benefit liability'" on the Consolidated Statements of Financial 
Position and a charge or credit to ·'Selling, administrative and other expenses•· in the Consolidated Statements of Net Earnings 
and Comprehensive Income. For additional information, see Note 20 . 

.:/. 6 Loyalty program deferred rerenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized upon 
redemption ofthe points for merchandise. The redemption value of the points is estimated at the initial sale transaction, based on 
historical behaviour and trends in redemption rates and redemption values, as well as an adjustment for the percentage of points 
that are expected to be converted to reward cards. but for which the likelihood of redemption is remote (""reward card breakage'"). 

Changes in estimates may result in changes to "'Deferred revenue•· (current) on the Consolidated Statements of Financial Position 
and an increase or decrease to ··Revenue•· and/or ·'Cost of goods and services sold'' in the Consolidated Statements ofNet Earnings 
and Comprehensive Income. For additional information, see Note 13 . 

.:/. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar option contracts are traded over-the-counter and give holders the right to 
buy, or selL a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values ofthe U.S. dollar option 
contracts are derived using a Black-Scholes valuation model. The Company is required to estimate various inputs which are used 
in this model that are a combination of quoted prices and observable market inputs. The fair values of derivatives include an 
adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to ·'Derivative financial assets'' and ·'Derivative financial liabilities•· on the Consolidated 
Statements of Financial Position and a charge or credit to ·'Cost of goods and services sold'', ·'Selling, administrative and other 
expenses'' or ·'Other comprehensive income•· in the Consolidated Statements of Net Earnings and Comprehensive Income. For 
additional information. see Note 14. 

4.8 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to ·'Provisions'' on the Consolidated Statements of Financial Position 
and a charge or credit to ·•cost of goods and services sold .. or ·'Selling, administrative and other expenses•· in the Consolidated 
Statements ofNet Earnings and Comprehensive Income. For additional inlormation, see Note 16 . 

.:1.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception of the 
lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were evaluated based on 
ce1tain significant assumptions including the discount rate, economic life of an asset, lease term and existence of a bargain renewal 
option. 

Changes in estimates or assumptions could cause changes to ··Property, plant and equipment". ·'Principal payments on long-term 
obligations due within one year'' and ·'Long-term obligations•· on the Consolidated Statements of Financial Position and a charge 
or credit to .. Selling, administrative and other expenses·· and ·'Finance costs•· in the Consolidated Statements of Net Earnings and 
Comprehensive Income. For additional information. see Note 19. 

4.10 Taxes 

In the ordinary course of business. the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and suppmtable, certain matters are periodically challenged by tax authorities. The Company 
applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits. If the 
result of a tax audit materially differs from the existing provisions, the Company's effective tax rate and its net earnings will be 
affected positively or negatively. The Company also uses judgment in assessing the likelihood that deferred income tax assets will 
be recovered fi·om future taxable income. 
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Changes in estimates or assumptions could cause changes to .. Income taxes recoverable .. , ··Deferred tax assets·· . .. Income and 
other taxes payable·· and ··Deferred tax liabilities .. on the Consolidated Statements of Financial Position and a charge or credit to 
·'Income tax (expense) recovery'' in the Consolidated Statements of Net Earnings and Comprehensive Income. For additional 
information, see Note 22. 

-1. I I Gift Cards 

The gift card liabi lity is based on the total amount of gift cards outstanding which have not yet been redeemed by customers. The 
Company also recognizes income when the likelihood of redeeming the gift card is remote ( .. gift card breakage .. ). Gift card 
breakage is estimated based on historical redemption patterns. and changes in estimates of the redemption patterns may result in 
changes to .. Deferred Revenue'· (current) on the Consolidated Statements of Financial Position and an increase or decrease to 
.. Revenue .. on the Consolidated Statements of Net Earnings and Comprehensive Income. 

-1. I 2 Classification ofjoint arrangements 

The Company has classified its 15-20% interest in real estatejoint arrangements related to three shopping centres as joint operations. 
In doing so. the Company determined that the decisions regarding relevant activities require unanimous consent of the parties 
sharing control. In the event of a dispute between parties sharing control of the joint arrangements. settlement occurs through 
unbiased arbitration. legal action. or a sale of the party's interest to the other party. The Company examined the legal structure. 
contractual arrangements and other relevant facts and circumstances for each joint arrangement and determined that it had rights 
to the assets and obligations to the liabilities of each joint arrangement. Therefore. the Company has determined that its real estate 
joint arrangements are joint operations and have been recognized in accordance with the Company's interest in the assets and 
liabilities of these arrangements. For additional information. see Note II. 

5. Cash and cash equivalents and interest income 

Cash and cash equiralents 

The components of cash and cash equivalents were as follows: 

As at 
(in CAD millions) Februar~· I, 2014 

Cash $ 192.4 

Cash equivalents 

Government treasur') bills 299.9 

Bank term deposits 

Investment accounts 10.4 

Restricted cash and cash equivalents 11.1 

Total cash and cash equivalents $ 513.8 

As at 
February 2. 2013 

(Note 2.25) 

$ 49.1 

159.9 

20.5 

9.0 

$ 238.5 

The components of restricted cash and cash equivalents are further discussed in Note 21 . 

Interest income 

As at 
January 28. 2012 

(Note 2.25) 

$ 51.8 

I99.9 

121.0 

20.3 

7.2 

$ 400.2 

Interest income related primarily to cash and cash equi\·alents for the tiscal year ended February I. 2014 totaled $2.6 million 
(20 12: $4.3 million). During Fiscal2013. the Company received $2.5 million (20 12: $2.3 million) in cash related to interest income. 
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6. Accounts receivable, net 

The components of accounts receivable, net were as follows: 

As at As at 
As at February 2. 2013 January 28.2012 

(in CAD millions) February 1, 2014 (Note 2.25) (Note 2.25) 

Deferred receivables $ 0.5 $ 0.9 $ 1.3 

Other receivables 82.8 76.8 116.3 

Total accounts receivable, net $ 83.3 $ 77.7 $ 117.6 

Other receivables primarily consist of amounts due from customers, amounts due from vendors and amounts due from JPMorgan 
Chase, as part of the Company's long-term credit card marketing and servicing alliance. 

Included in the accounts receivable balances above are amounts that are past due but are not provided for, as the Company considers 
the balances to be collectible. These past due accounts receivable balances are listed below: 

(in CAD millions) 

Greater than 30 days 

Greater than 60 days 

Greater than 90 days 

Total 

7. Inventories 

$ 

$ 

As at 
February 1, 2014 

5.9 $ 

2.5 

9.6 
18.0 $ 

As at 
Februaf\· 2. 2013 

(Note 2.25) 

5.5 $ 

2.9 

7.6 

16.0 $ 

As at 
January 28. 2012 

(Note 2.25) 

3.2 

3.5 

7.1 

13.8 

The amount of inventory recognized as an expense during Fiscal 2013 was $2,344.3 million (2012: $2.537.5 million), which 
includes $78.6 million (20 12: $92.7 million) of inventory write-downs. These expenses are included in .. Cost of goods and services 
sold'' in the Consolidated Statements of Net Earnings and Comprehensive Income. Reversals of prior period inventory write
downs for Fiscal2013 were $4.9 million (2012: nil). 

Inventory is pledged as collateral under the Company's revolving credit facility (see Note 17). 

8. Prepaid expenses 

The components of prepaid expenses were as follows: 

(in CAD millions) 

Rent 

Contracts 

Supplies 

Insurance 

Other 

Total prepaid expenses 

$ 

$ 

As at 
February 1, 2014 

12.5 

7.4 

2.9 

0.6 

0.4 

23.8 

75 

As at 
February 2. 20 13 

(Note 2.25) 

$ 13.1 

7_.9 

3.1 

0.4 

4.1 

$ 28.6 

As at 
January 28.2012 

(Note2.25) 

$ 14.2 

5.2 

3.6 

0.3 

4.6 

$ 27.9 
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9. Property, plant and equipment and investment property 

The following is a continuity of property, plant and equipment: 

Buildings and Finance Finance Equipment 
Leasehold Lease Lease and Total 

(in CAD millions) Land Improvements Buildings Equipment Fixtures (Note 2.25) 

Cost or deemed cost 

Balance at January 28, 2012 $ 316.3 $ 1.425.8 $ 37.5 $ 3.5 $ 1.179.4 $ 2,962.5 

Additions 33.9 11.7 40.8 86.4 

Disposals (72.6) (3.5) ( 45.3) ( 121.4) 

Balance at February 2. 2013 $ 316.3 $ 1,387.1 $ 45.7 $ 3.5 $ L174.9 $ 2.927.5 

Additions 26.1 1.4 0.9 11 1 
.).) . .) 61.7 

Disposals (75.7) (248.9) (2.6) (78.3 ) (405.5 ) 

Net movement to assets held for 
sale" (2.9) (36.6) ( 13 .9) (53.4) 

Balance at February 1, 2014 $ 237.7 $ 1,127.7 $ 44.5 $ 4.4 $ 1,116.0 $ 2,530.3 

Accumulated depreciation and impairment 

Balance at January 28. 2012 $ $ 738 .7 $ 12.0 $ 1.0 $ 1.014.7 $ 1.766.4 

Depreciation expense 1 62.5 5.3 1.0 47.3 116.1 

Disposals (31.4) (3.5) (40.5) (75.4) 

Impairment losses (reversal s) 1 2.2 0.5 (0.8) 1.9 

Balance at February 2. 2013 $ 2.2 $ 770.3 $ 13.8 $ 2.0 $ 1.020.7 $ 1.809.0 

Depreciation expense 50.6 5.0 1.2 43.5 100.3 

Disposals (79.7) (2.6) (67.4) (149.7) 

Impairment (reversals) losses 1.~ (2 .2) 26.5 3.4 27.7 

Net movement to assets held for 
sale" (28.6) ( 13 .9) (42.5) 

Balance at February I, 2014 $ $ 739.1 $ 16.2 $ 3.2 $ 986.3 $ 1,744.8 

Tota l property. plant and equipment 

Net balance at February 1, 2014 $ 237.7 $ 388.6 $ 28.3 $ 1.2 $ 129.7 $ 785.5 
Net balance at February 2. 2013 $ 314. 1 $ 616.8 $ 31.9 $ 1.5 $ 154.2 $ 1.118.5 

Net balance at Janua1y 28. 2012 $ 316.3 $ 687.1 $ 25.5 $ 2.5 $ 164.7 $ 1.1 96.1 

/Jepredarion t!Xfh'llSC! and impaimii!Jif lo.\·sl.!s are im:/11(/ed in .. ,,..;1!/ling. administratire aud of her expenses" in till! ( 'onwlidated ,)'tmemel1fs (!f Ne l Fami11gs and 
< 'ompreh!!llsin• Income. 

lnduded in f!JC! S17. -;- millhm impairml!nf loss is a loss r~(S /65 million refuted to ((Regina logistics <.'t.'111rc: . Ut!ji!r tv Noll! ]C) ".-l.\·sels class(lie!d as lreldjor sale ·"fiw 
whlithJilal il~{iWIIUifion. 

Impairment loss 

The Company conducted appraisals of its land and building properties \\ ith the assistance of independent qualified third party 
appraisers . The valuation methods used to determine fair' alue include the direct capitalization and discounted cash tlow methods 
for bui ldings and the direct sales comparison for land. 

During Fiscal2013. the Company recognized an impairment loss of $ 11 .7million on a number of Sears Home stores (2012: nil). 
The impairment loss is due to indicators (such as a decrease in re\ 'enue or decrease in EBITDA) that the recoverable amount is 
less than the carrying' alue. The recoverable amounts ofthe CGUs tested \\·ere based on the present' alue of the estimated cash 
11o\\ over the lease term. A pre-tax discount rate of9% was based on management"s best estimate of the CGU"s \\eighted average 
cost of capital considering the risks racing the CGUs. There is no significant impact fl·om a one percentage point increase or 
decrease in the applied discount rate. There is no significant impact tl·om a ten percentage point increase or decrease in estimated 
cash 11m,·s. The impairment loss of $ 11.7million is included in ··selling. administrative and other expenses .. in the Consolidated 
Statements of Net Earnings and Comprehensi,·e Income. 
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The Company recognized an impairment loss of $1.7 million on the Montreal distribution centre (2012: $1.9 million). The 
impairment loss is due to the application of a lower capitalization rate in the valuation model in comparison to the prior year. The 
impairment loss of$1. 7 million is included in "Selling, administrative and other expenses .. in the Consolidated Statements of Net 
Earnings and Comprehensive Income. 

During Fiscal20 13, the Company recorded an impairment loss reversal relating to land of$2.2 million in ··selling, administrative 
and other expenses''. The impairment loss reversal was a result of the proceeds received from the agreement to sell its 50% joint 
arrangement interest in the Promenade de Drummondville property. During Fiscal 2012. the Company recorded an impairment 
loss reversal relating to leasehold improvements (net of accumulated amortization) of$2.1 million in .. Selling, administrative and 
other expenses''. The impairment loss reversal vvas a result of the proceeds received from the the agreement to surrender and 
tenninate early the operating lease on its Deerfoot (Calgary) Full-line store. 

Investment property 

Investment property owned by the Company represents vacant land with no operating activity. Investment property within one of 
the Company's Regina logistics centres (''RLC'') have been classified as held for sale in the Consolidated Statements of Financial 
Position (see Note 29). During Fiscal 2013. there were no investment property additions, disposals or impairment losses. As at 
February L 2014, the carrying value and fair value of investment property were $21.7 million (including $2.4 million included 
in --Assets held for sale'') and $25.8 million, respectively (February 2. 2013: $21.7 million and $25.4 million. January 28.2012: 
$21.7 million and $23.2 million). The fair value of the investment prope1iy is classified within Level 3 of the fair value hierarchy 
(described further in Note 14.5). The Company engaged independent qualified third party appraisers to conduct appraisals and 
the fair value is determined using direct sales comparisons. 

10. Goodwill and intangible assets 

10.1 Allocation of goodwill to cash generating units 

Goodwill has been allocated for impairment testing purposes to the following CGUs: 
Corbeil 
Home Installed Products and Services business 

The following is a continuity of goodwill. as allocated by CGU: 

(in CAD millions) 

Corbeil 

Balance. beginning of fiscal year 

Balance, end of fiscal year 

Home Installed Products and SeTTices business 

Balance, beginning of fiscal year 

Impairment losses 

Balance, end of fiscal year 

Total good\vill-

$ 

$ 

$ 

$ 

$ 

2013 2012 

2.6 $ 2.6 

2.6 $ 2.6 

6.1 $ 6.1 

(6.1) 
$ 6.1 

2.6 $ 8.7 

In the assessment of impairment. management used historical data and past experience as the key assumptions in the determination 
of the recoverable amount. The Company completed a test tor goodwill impairment on an annual basis in Fiscal 2013 and Fiscal 
2012. The Company has made certain assumptions tor the discount and terminal growth rates to reflect variations in expected 
future cash flows. These assumptions may differ or change quickly depending on economic conditions or other events. Therefore. 
it is possible that future changes in assumptions. particularly relating to discount rates and gro\\-th rates. may negatively impact 
future valuations of CGLI's and goodwill. which would result in further impairment losses. 
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Corbeil 

The recoverable amount of this CGU is determined based 011 its estimated fair value less costs to sell. The fai r value was 
determined based on the present value of the estimated cash flow over a 10 year period and a terminal value equivalent to the 
present value of 5 times after-tax cash flm\· representing the val ue of the business beyond the 10 year cash flow projection. 
Cost to sell was estimated to be 2% ofthe fair value, which reflects management's best estimate of the potential costs associated 
with divesting of the business . A discount rate of 9% was applied to the cash t1ow projections based on management's best 
estimate of the CGU's weighted average cost of capital considering the risks facing the CGU. Annual growth rates of 5% for 
the first 4 years and 2% for the subsequent 6 years were used for Corbeil given the businesses' historical grov\th experience 
and anticipated grO\\th . The recoverable amount \\as determined to be greater than the carrying value including the goodvvill 
allocated to the Corbeil CGU. therefore. no impairment was identified in Fiscal2013 (2012: Nil). 

Home Installed Products and Services business 

The recoverable amount of this CGU is determined based 011 its estimated fair value less costs to sell. The fair value was 
determined based on the present value of the estimated free cash t1ows over a 10 year period. Cost to sell was estimated to be 
2% of the fair value of the business, which reflects management's best estimate of the potential costs associated with divesting 
of the business . On December 13 . 2013. SHS announced it was in receivership and all offers of services provided by SHS 
ceased resulting in uncertainty of future cash flmYs. The recoverable amount was determined to be less than the carrying value 
including the goodwill of$6.1 million allocated to the HIPS CGU. resulting in a goodwill impairment of$6.1 million in Fiscal 
2013 (20 12: N il) . This impairment loss is included in ··Selling. administrative and other expenses'" in the Consolidated 
Statements of Net Earnings and Comprehensive Income and is attributable to experienced and potential revenue declines in 
the HIPS business (see Note 14.5). 

/0.2 Intangible assets 

The following is a continuity of intangible assets: 

(in CAD mil/iom) 

Cost or deemed cost 

Balance at January 28. 2012 

Additions 

Disposals 

Balance at February 2. 2013 

Additions 

Disposals 

Balance at February 1, 2014 
Accumulated amortization 

Balance at .January 28. 2012 

Am01iization expense 1 

Disposals 

Balance at February 2. 2013 

Amorti zat ion expense 

Disposals 

Balance at February 1, 2014 

Total intangible assets 

Net balance at February 1, 2014 
Net balance at February 2. 2013 

Net balance at .January 28, 20 12 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Application 
Software 

26.8 $ 

8. 1 

34.9 $ 

9.7 

(0.4) 

44.2 $ 

13.9 $ 

5.1 

19.0 $ 

6.1 

(0.2) 

24.9 $ 

19.3 $ 

15.9 $ 

12.9 $ 

Information 
Svstem Software 

126.0 $ 

5.8 

(0.4) 

131.4 $ 

2.6 

134.0 $ 

115.3 $ 

5.3 

(0.5) 

120.1 $ 

5.0 

125.1 $ 

8.9 $ 

11.3 $ 

10.7 $ 

Amol'li~arion expense and impairmell/ losses are induded in "Selling. adminisrraril·e and or her e:'ipenses ··in rhe Consolidared Srareme/1/s ofNer 
Earnings and C omprehmsire Income. So impairmell/ losses 1rere recogni~ed on imcmgible assersfor borh Fiscal :!0 13 and Fiscal 2012. 
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Total 

152.8 

13.9 

(0.4) 

166.3 

12 .3 

(0.4) 

178.2 

129.2 

10.4 

(0.5) 

139.1 

11.1 

(0.2) 

150.0 

28.2 
27.2 

23.6 
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11. Joint An·angements 

The Company's real estate joint arrangements includes its share of assets, liabilities, reYenues, and expenses from its joint 
arrangement interests in three shopping centres across Canada, all of wh ich contain a Sears store. Joint arrangement interests range 

from 15% to 20% and are co-m1ned with Ivanhoe Cambridge Properties to develop and operate commercial properties (shopping 
malls). The joint operations. Sears O\Ynership interest in each, and principal place of business as at February 1. 2014 are listed 
below: 

Joint Arrangement Om1ership 
Entity Name Properties Partner Interest Principal Place of Business 
Ki ldonan Place Kildonan Place Ivanhoe Cambridge 20% Winnipeg. Manitoba 
RegionaLc..: (Les Ri1·ieres Shopping Centre) Les Ri,·ieres Shopping Centre Ivanhoe Cambridge 15% Trois-Rivieres. Quebec 

Regionaux (Les Galeries de Hull ) Les Galeries de Hull Ivanhoe Cambridge 15% Gatineau. Quebec 

During the fourth quarter of2013. the Company sold its interest in the properties co-owned with the WestcliffGroup for total 
proceedsof$31 5.4million. recognizing a pre-tax gain of$66.3 million on the sale. In connection with this transaction. the Company 
determined that because it had surrendered substantially all of its rights and obligations and had transferred substantially all of 
the risks and rewards of ownership related to the eight properties. immediate gain recognition was appropriate. 

During the fourth quarter of 2012. the Company sold its interest in Medicine Hat for net proceeds of $38.3 million. recognizing 
a pre-tax gain of $8.6 million on the sale. 

Impairment loss 

The Company engaged independent qualified third-patiy appraisers to conduct appraisals of its land and building properties. The 
valuation methods used to determine fair value include the direct capitalization and di scounted cash tlow methods for buildings 
and the direct sales comparison for land. 

During Fiscal 2013. the Company recorded an impairment loss reversal of $2.2 million on the Promenades de Drummondville 
property due to the proceeds received fi·om the sale discussed above (20 12: $2.2 million impairment loss on the Promenades de 
Drummondville propetiy ). The fair value of these assets were determined based on an independent. quali tied third-party appraisal. 
The impairment loss reversa l of$2.2 million (2012: $2.2 million impairment loss) is included in ··Selling. administrative and 
other expenses·· in the Consolidated Statements of Net Earnings and Comprehensive Income. 

12. Other long-term assets 

The components of other long-term assets were as follows: 

(in CAD milliolls) 

Income taxes recoverable (Note 22) 

Prepaid rent 

Receivables 

Investments 

Unamortized debt transaction costs 

Tenant allowance in joint arrangements 

Deferred charges 

Other long-term assets 

$ 

$ 

As at 
Februar·y I, 201-t 

32.5 $ 

6.1 

5.8 

1.5 

4.4 
0.9 

51.2 $ 
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As at As at 
Februa1)· 2. 2013 .January 28. 2012 

(Note 2 25) (Note 2 25) 

13.9 $ 30.3 

7.9 9.5 

5.2 9.4 

1.5 1.5 

6.2 

4.2 4.4 

4.2 3.9 

43. 1 $ 59.0 
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13. Deferred revenue 

The components of deferred revenue were as follows: 

As at As at 
As at February 2. 2013 January 28. 2012 

(in CAD millions) February 1, 2014 (Note 2.25) (Note 2.25) 

Arising fi·om extended warranty service contracts 1' 1 $ 148.3 $ 151.5 $ 144.6 

Arising from unshipped sales <iil 62.8 60.9 65.7 

Arising from customer loyalty program !iii) 38.2 37.7 41.3 

Arising from gift card issuances <i\l 20.6 25.5 29.1 

Arising fi·om vendor pminership agreements lvl 6.5 9.7 
Other 1"i 1 5.1 6.4 6.8 

Total deferred revenue $ 275.0 $ 288.5 $ 297.2 

Current $ 187.7 $ 197.8 $ 208.0 

Non-current 87.3 90.7 89.2 

Total defen·ed revenue $ 275.0 $ 288.5 $ 297.2 

The following explanations describe the Company's deferred revenue: 

(i) Deferred revenue arising fi·om the sale of extended warranty service contracts. which provide coverage for product repair 
services over the term of the contracts. 

( ii) Deferred revenue arising from the sale of merchandise which has not yet been delivered to or picked up by the customer. 
The revenue is recognized once the merchandise is delivered to the customer. 

(iii) Deferred revenue arising tl·om the Sears Club loyalty program. 

( iv) Deferred revenue arising tl·om the purchase of gift cards by customers that have not yet been redeemed for merchandise. 
At redemption of the gift card, the revenue is recognized. 

(v) Deterred revenue arising fl·ommulti-element partnership agreements with vendors. The revenue is recognized in accordance 
with the terms of the agreements. 

(vi) Other includes deterred revenue tor goods that have not yet been fully delivered or services not yet rendered. The revenue 
is recognized when the goods have been delivered or by relerence to the stage of completion of the service. 
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14. Financial instruments 

In the ordinary course of business. the Company enters into tlnancial agreements with banks and other tlnancial institutions to 
reduce underlying risks associated with interest rates and foreign currency. The Company does not hold or issue derivative financial 
instruments for trading or speculative purposes. 

Financial instrument risk management 

The Company is exposed to credit. liquidity and market risk as a result of holding financial instruments. Market risk consists of 
foreign exchange and interest rate risk. 

I .:f. I Credit risk 

Credit risk refers to the possibility that the Company can suffer tlnanciallosses due to the failure of the Company's counterpmties 
to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash equivalents. accounts 
receivable and other long-term assets. 

Cash and cash equivalents, accounts receivable. derivative instruments and investments included in other long-term assets totaling 
$605.8 million as at February L 2014 <February 2. 2013: $317.7 million. January 28.2012: $519.3 million) expose the Company 
to credit risk should the borrower default on maturity of the investment. The Company manages this exposure through policies 
that require borrowers to have a minimum credit rating of A. and limiting investments with individual borrowers at maximum 
levels based on credit rating. 

The Company is exposed to minimal credit risk from customers as a result of ongoing credit evaluations and review of accounts 
receivable collectability. As at February I. 2014. one party represented 11.3% of the Company's accounts receivable (February 2, 
2013: no patty represented greater than I 0.0% of the Company's accounts receivable. January 28. 2012: one party represented 
26.5% of the Company's accounts receivable). 

I .:1.2 Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfY financial liabilities as they come due. The 
Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet current and 
foreseeable tlnancial requirements at a reasonable cost. 

The following table summarizes the carrying amount and the contractual maturities of both the interest and principal portion of 
significant financial liabilities as at February L 2014: 

(in CAD millions) 

Accounts payable and accrued 
liabilities 
Finance lease obligations including 
payments due witl1in one year 1 ~ 

Real estate joint arrangement 
obligations including payments due 
within one year 2 

Operating lease obligations 3 

Royalties 3 

Purchase agreements 35 

Retirement benetlt plans obligations 4 

$ 

$ 

Carrying 
Amount 

438.7 

33.0 

2.9 

n/a 

n/a 

n/a 

286.0 

760.6 

Total 

$ 438.7 $ 

43.0 

3.0 

481.7 

3.5 

16.9 

88.0 

$ 1,074.8 $ 

Contractual Cash Flow Maturities 

Within I vear to 3 years to Beyond 
I year 3 years 5 years 5 years 

438.7 $ $ $ 

7.2 I L3 10.0 14.5 

3.0 

94.8 151.4 109.9 125.6 

0.8 1.5 1.2 

7.9 9.0 

2.4 58.7 26.9 

554.8 $ 231.9 $ 148.0 $ 140.1 

('ash .flow maturitit!s related to.finam:e lease oh11;:a!ions. mdudm;: pqrme111s due ll'ithin one year. include ammal mtere!sl 011jimmc:e lease ohligations at a weiJZIUed 
arerage rate l!(-.5~'/,. llu! < ·omptn~r had no horrmrings on r/Je ( 'redir Fa,:ili~t· a1 Fehrum:r /. ~0/-1. 

] 

.J 

5 

( 'ash.flmr 11Wfllrilies related to real eslafe.Joillf arrw1gt~menf oh/igations. i111.:/udillg pt~n1h'l1fs due within 0/11! year. indzuh! annual iJ11eresf onnwrlf,!age oh/igatJcms at a 
weighted al't!rage rate t!(1.8~);,. 

l}urclwse agreeml.!l11s. opt!rating lt!ast! oh/igafions. ami n~raltie.'t are not rt!portt!d in the< 'onsolidated .\'tatements <!fFinandall)osition 

/)(~l'f1U.'J1/s beyond ]0/3 are suhject to a.fimding ra/uathm to he completed as at/)en..'l1111t!r 31. 1013. {.111filthen. the< 'ompa!~l' is oh/igated to.fimd in acc:ordaJTo! 1rith !he 
most rect!nt raluation completed as m /)ecemhl!r 31. 10/0. lltt! ( 'ompm~rJm!.fimded ~0/.f. cmllrihllfhms t!f'SI5 million in /)ecemher 1013. 

< 'ertainrl!ndors requirl! minimum purdtasl! commitmem /e\'1!/s m·l!r !he Jerm t?(lhe comrad. 

Management believes that cash on hand, future cash f1ow generated from operating activities and availability of current and future 
funding will be adequate to support these financial liabilities. As of February I. 2014. the Company does not have any significant 
capital expenditure commitments. 
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Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 

i.:/.3 Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. doiJar denominated 
assets and liabilities and purchases of goods or services. As at February I, 2014, there were forward contracts outstanding with a 
notional value of US $90.0 million (February 2, 2013: nil, January 28,2012: nil) and a fair value of$7.2 million, based on current 
market rates, included in ··Derivative financial assets'" (February 2, 2013: niL January 28, 2012: nil) in the Consolidated Statements 
of Financial Position. These derivative contracts have settlement dates extending to July 2014. The intrinsic value portion of these 
derivatives has been designated as a cash flow hedge for hedge accounting treatment under lAS 39, Financial instruments: 
Recognition and Measurement. These contracts are intended to reduce the foreign exchange risk with respect to anticipated 
purchases of U.S. doiJar denominated goods purchased for resale ("'hedged item''). As at February I, 2014, the designated p01iion 
of these hedges was considered effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements of Financial 
Position, the fair value of the contracts is included in ·'Derivative financial assets'' or ·'Derivative financial liabilities•·, depending 
on the fair value, and classified as current or long-term, depending on the maturities of the outstanding contracts. Changes in the 
fair value ofthe designated p011ion of contracts are included in OCI for cash flow hedges, to the extent the designated pOiiion of 
the hedges continues to be effective, with any ineffective portion included in ·'Cost of goods and services sold'' in the Consolidated 
Statements of Net Earnings and Comprehensive Income. Amounts previously included in OCI are reclassified to ""Cost of goods 
and services sold'' in the same period in which the hedged item impacted Net Earnings. 

During Fiscal 2013, the Company recorded a loss of$7 .6 million (20 12: Joss of$0.6 miiJion), in ·'Seiling. administrative and other 
expenses•·, relating to the translation or settlement of U.S. doiJar denominated monetary items consisting of cash and cash 
equivalents, accounts receivable and accounts payable. 

The year end exchange rate was 0.8978 U.S. doiiar to Canadian doiJar. A I 0% appreciation or depreciation of the U.S. and or the 
Canadian dollar exchange rate was determined to have an after-tax impact on net earnings of$0.6 million for U.S. doJlardenominated 
balances included in cash and cash equivalents. accounts receivable and accounts payable at the end of Fiscal 2013. 

l.:f . .:f interest rate risk 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage exposure 
to interest rate risks. As at February L 2014. the Company had no interest rate swap contracts in place (February 2, 2013: niL 
January 28.2012: nil). 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets and 
liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and cash equivalents and borrowings under the secured revolving credit facility, when applicable, are subject to interest rate 
risk. The total subject to interest rate risk as at February L 2014 was a net asset of$515.1 miiiion (February 2. 2013: net asset of 
$239.8 million, January 28. 2012: net asset of $300.4 miiiion). An increase or decrease in interest rates of25 basis points would 
cause an after-tax impact on net earnings of $0.9 miiJion for· net assets subject to interest rate risk included in cash and cash 
equivalents and other long-term assets at the end of Fiscal 2013. 

l.:f.5 Class[fication andfair value o.ffinancial instruments 

The estimated fair values of financial instruments presented are based on relevant market prices and information available at those 
dates. The foil owing table summarizes the classification and fair value of certain financial instruments as at the specified dates. 
The Company determines the classification of a financial instrument when it is initiaiJy recorded, based on the underlying purpose 
of the instrument. As a significant number of the Company's assets and liabilities, including inventories and capital assets, do not 
meet the definition of financial instruments. values in the tables below do not reflect the fair value of the Company as a whole. 

The fair value of financial instruments are classified and measured according to the following three levels, based on the fair value 
hierarchy. 

Level I: Quoted prices in active markets for identical assets or liabilities 
Level 2: Inputs other than quoted prices in active markets that are observable for the asset or liability either directly (i.e. 
as prices) or indirectly (i.e. derived from prices) 
Level 3: Inputs for the asset or liability that are not based on observable market data 
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(in CAD millions) 

Classification 

Available for sale 

Cash equivalents 

Fair value through profit or loss 

Long-tenn investments 

U.S.$ derivative contracts 

Long-tenn investments 

Balance Sheet Category 

Cash and cash equivalents' 

Other long-tenn assets 

DerivatiYe financial assets 

Other long-tenn assets 

1 !merest im:ome related to cash and cash equiralems is disclosed in Note 5. 

= ( '/ass{fication (?(fiJir \'a/ues relates to 20/3 

Fair Value 
Hierarchy' 

Level I 

Levell 

Level2 

Level3 

As at As at 
As at February 2. 2013 January 28. 2012 

February I, 2014 (Note 2.25) (Note 2.25) 

310.3 180.4 220.2 

0.2 0.2 0.2 

7.2 

1.3 1.3 1.3 

All other assets that are financial instruments not listed in the chart above have been classified as ·'Loans and receivables'·. All 
other financial instrument liabi I ities have been classified as ··other I iabil ities'' and are measured at ammtized cost in the Consolidated 
Statements of Financial Position. The carrying value of these financial instruments approximate fair value given that they are 
short-term in nature. 

Effective March 3, 2013, the Company finalized an exclusive, multi-year licensing arrangement with SHS. which resulted in SHS 
overseeing the day-to-day operations of HIPS. The Company provided SHS an interest-bearing loan which allowed SHS to pay 
the tina! purchase price of $5.3 million over 6 years. SHS repaid this loan on September 30, 2013. and shottly afterwards. issued 
the Company an interest-bearing promissory note for $2.0 million. secured by cettain assets ofSHS, repayable by July 16,2015. 
The promissory note asset is included in ··Other long-term assets'' in the Consolidated Statements of Financial Position. 

On December 13,2013, SHS announced that it was in receivership. All offers of services provided by SHS ceased, and the Company 
is working with the Receiver, PricewaterhouseCoopers Inc., on options for completing pending orders. As a result of the 
announcement, the Company recorded a warranty provision of $2.0 million related to potential future claims for work that had 
been performed by SHS, as well as assuming the warranty obligations with respect to work previously performed by Sears which 
had been assumed by SHS. 

15. Accounts payable and accrued liabilities 

The components of·'Accounts payable and accrued liabilities'' as included in the Consolidated Statements of Financial Position 
were as follows: 

As at As at 
As at February 2. 2013 January 28. 2012 

(in CAD millions) February I, 2014 (Note 2.25) (Note 2.25) 

Total accounts payable $ 270.7 $ 307.0 $ 402.5 

Payroll and employee benefits 28.6 29.1 28.7 

Merchandise accruals 59.9 71.0 45.3 

Shott-term leasehold inducements 8.9 9.8 8.4 

Advertising accruals 13.8 12.4 12.7 

Other accrued liabilities 56.8 54.4 83.2 

Total accrued liabilities $ 168.0 $ 176.7 $ 178.3 

Total accounts payable and accrued liabilities $ 438.7 $ 483.7 $ 580.8 
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16. Provisions 

The following is a continuity which shows the change in provisions during Fiscal 2013 and Fiscal2012: 

As at February 2. Additional Release of Reversed As at 
(in CAD millions) 2013 Provisions Provisions Provisions February I, 2014 

Insurance 1' 1 $ 18.3 $ 0.1 $ $ ( 1.6) $ 16.8 
Returns and allowances <iiJ 13.0 7.8 (9.7) 11.1 
Warranties <iiiJ 11.0 2.0 (0.2) (4.1) 8.7 
Sales ta"X <ivl 2.4 5.4 ( 1.0) (0.6) 6.2 

Severance 1"1 14.7 57.1 (20.0) ( 1.3) 50.5 
Environmental <vil 4.8 4.7 (2.1) (0.5) 6.9 

Other provisions 2.5 9.3 (2.1) (0.1) 9.6 

Total provisions $ 66.7 $ 86.4 $ (35.1) $ (8.2) $ 109.8 

Current $ 66.3 $ 86.4 $ (35.1) $ (8.2) $ 109.4 
Non-current (iii) 0.4 0.4 

Total provisions $ 66.7 $ 86.4 $ (35.1) $ (8.2) $ 109.8 

As at Additional Release of Reversed As at 
(in CAD millions) January 28. 2012 Provisions Provisions Provisions February 2. 2013 

Insurance 1'J $ 19.4 $ 0.2 $ $ (1.3) $ 18.3 
Returns and allowances tiil 12.2 9.8 (9.0) 13.0 
Warranties <i,iJ 11.0 0.3 (0.2) (0.1) 11.0 
Sales tax <ivl 1.6 2.5 (0.3) (1.4) 2.4 

Severance 1"1 13.5 19.3 (16.0) (2.1) 14.7 
Environmental tvil 4.6 2.9 (1.3) (1.4) 4.8 

Other provisions 3.0 1.1 (1.2) (0.4) 2.5 

Total provisions $ 65.3 $ 36.1 $ (28.0) $ (6.7) $ 66.7 

Current $ 64.8 $ 36.1 $ (27.9) $ (6.7) $ 66.3 
Non-current <iii) 0.5 (0.1) 0.4 

Total provisions $ 65.3. $ 36.1 $ (28.0) $ (6.7) $ 66.7 

The following explanations describe the Company's provisions: 

(i) The provision for insurance. or general liability claims. represents the Company's best estimate of the future outflow of 
economic resources due to automobile, product and other general liability claims. Insurance claims relating to this provision 
are expected to be paid over the next several years: however. as the Company has no unconditional right to defer the 
settlement past at least 12 months, this provision is considered to be current. In estimating the obligation associated with 
incurred losses, the Company utilizes actuarial methodologies validated by an independent third party. 
These actuarial methodologies utilize historical data to project future incurred losses. Loss estimates are adjusted based 
on reported claims and actual settlements. 

(ii) The provision tor returns and allowances represents the Company's best estimate of the future outflow of economic 
resources due to merchandise returns and allO\vances. Returns and allowances relating to this provision are expected to be 
realized over the next 12 months. Uncertainty exists relating to the amount and timing of returns and allowances. therefore. 
historical data has been used to arrive at this estimate. 

(iii) The provision for warranty claims represents the Company's best estimate of the future outflow of economic resources 
that will be required due to the Company's warranty obligations. Uncertainty exists relating to the number of incidents 
requiring merchandise repair and the related costs. This provision is estimated based on historical warranty trends and 
costs. The amount of expected reimbursements from vendors recorded as at February 1, 2014 was $0.6 million (February 2, 
2013: $2.6 million) and is reflected in ·'Accounts receivable, net" and ··Other long-term assets'' in the Consolidated 
Statements of Financial Position. The provision for warranty claims is expected to be realized within 24 months, with the 
balance reflected in .. Provisions" and "Other long-term liabilities" in the Consolidated Statements of Financial Position. 
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(iv) The Company maintains provisions for sales tax assessments under active discussion, audit. dispute or appeal with tax 
authorities. These provisions represent the Company's best estimate of the amount expected to be paid based on qualitative 
and quantitative assessments. Though uncertainty exists around the timing of settlement of the disputes or appeals with 
tax authorities, the Company expects that sales tax provisions will be settled within 4 years. However, as the Company 
has no unconditional right to defer the settlement of these provisions past at least 12 months, these provisions are classified 
as current. 

(v) The provision for severance represents the Company's best estimate of the future outflow of payments to terminated 
employees. Uncertainty exists in certain cases relating to the amount of severance that wil l be awarded in court proceedings. 
As the Company has no unconditional right to defer these payments past 12 months, this provision is classified as current. 

(vi) The environmental provision represents the costs to remediate environmental contamination associated with 
decommissioning auto centres to meet regulatory requirements. The provision is based on assessments conducted by third 
parties as well as historical data. Given the timing of payments to remediate is uncertain and that the Company has no 
unconditional right to defer these payments past at least 12 months, this provision is classified as current. 

17. Long-term obligations and finance costs 

Long-term obligations 

Total outstanding long-term obligations were as follows: 

(in CAD millio17S) 

Real estate joint arrangement obligations- Current 

Fi nance lease obligations- Current 

Total current portion of long-term obligations 

Secured revo lving credit facility. net 

Real estate joint arrangement obligations- Non-current 

Finance lease obligations - Non-current 

Total non-current long-term obligations 

As at 
Februal")' I, 2014 

$ 2.9 

5.0 

$ 7.9 

$ 

28.0 

$ 28.0 

As at 
February 2, 2013 

(Note 225) 

$ 4.0 

5.2 

$ 9.2 

$ 

19.3 

30.9 

$ 50.2 

$ 

$ 

$ 

$ 

As at 
January 28. 2012 

(Note 2.25) 

4.1 

5.1 

9.2 

93.1 

27.2 

24.5 

144.8 

The Company"s debt consists of a secured credit facility and finance lease obligations and the Company·s share of its real estate 
joint arrangement obligations. In September 20 I 0. the Company entered into an $800.0 million senior secured revo lving credit 
facility (the ··Credit Faci lity"") with a syndicate of! enders with a maturity date of September I 0. 2015. The Credit Facility is secured 
with a first lien on inventory and credit card receivables. Avai lability under the Credit Faci lity is determined pursuant to a borrowing 
base formu la. Avai lability under the Credit Facility was $374.0 million as at February I. 2014 (February 2. 2013: $501.5 million, 
January 28.2012: $415.1 mi llion). The current availability may be reduced by reserves currently estimated by the Company to 
be approximately $197.0 mi Ilion. which may be applied by the lenders at their discretion pursuant to the Credit Faci I ity agreement. 
As a resultofjudicial developments relating to the priorities of pension liability relative to certain secured ob ligations. the Company 
has executed an amendment to its Credit Facility agreement which would provide additional security to the lenders by pledging 
certain real estate assets as col lateral. thereby partially reducing ·the potential reserve amount the·Jenders could apply by up to 
$150.0 million . As at February I. 2014. three properties in Ontario have been registered under the amendment to the Credit Faci li ty 
agreement. The additional reserve amount may increase or decrease in the future based on changes in estimated net pension deficits 
in the event of a wind-up. and based on the amount. if any. of real estate assets pledged as add itional collateral. 

The Credit Fac ili ty contains covenants \Vhich are customary for facilities of this nature and the Company was in compliance with 
all CO\'enants as at February I. 2014. 

As at February I. 2014. the Company had no borrowings on the Credit Faci lity and had unamortized transaction costs incurred to 
establish the Credit Faci lity of $4.4 million included in ··Other long-term assets·· in the Consolidated Statements of Financial 
Position (February 2. 2013 : no borrowings and net of unamortized transaction costs of$6.2 mil lion included in ··Other long-term 
assets··, .January 28. 2012: borrO\\ ings of $93 .I m iII ion. net of unamortized transaction costs of $8.0 mi Ilion. included in ··Long
term ob ligations··) . In addition. the Company had $24.0 million (February 2. 2013: $19.7 million. January 28. 2012: $6.3 million) 
of standby letters of credit outstanding against the Credit Faci I ity. These letters of credit cover various payments primarily relating 
to utility commitments and defined benefit plan deficit funding (See Note 20 for additional information on Retirement beneJ1ts 
plans). Interest on drmYings under the Credit Facility is determined based on bankers· acceptance rates tor one to three month 
terms or the prime rate plus a spread. Interest amounts on the Credit Facilit} are due monthly and are added to principal amounts 
outstanding. 
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As at February L 2014, the Company had outstanding merchandise letters of credit of U.S. $9.0 million (February 2, 2013: U.S. 
$7.9 million, January 28, 2012: U.S. $5.5 million) used to support the Company's offshore merchandise purchasing program with 
restricted cash and cash equivalents pledged as collateral. 

The Company has entered into a mortgage on land that it owns in Burnaby, British Columbia. In accordance with the Burnaby 
development project with Concord, the land has been allocated as security for future borrowings (see Note 36). 

Finance costs 

Interest expense on long-term obligations, including the Company's share of interest on long-term obligations of its real estate 
joint arrangements, finance lease obligations, the current portion of long-term obligations, amortization of transaction costs and 
commitment fees on the unused pmiion ofthe Credit Facility for Fiscal 2013 totaled $11.0 million (20 12: $11.2 million). Interest 
expense is included in "'Finance costs'' in the Consolidated Statements ofNet Earnings and Comprehensive Income. Also included 
in "Finance costs'' for Fiscal 2013, was a recovery of $0.2 million (2012: expense of $3.9 million) for interest on accruals for 
uncertain tax positions. 

The Company's cash payments tor interest on long-term obligations, including the Company's share of interest on long-term 
obligations of its real estate joint arrangements, finance lease obligations, the current portion of long-term obligations and 
commitment fees on the unused pmiion of the Credit Facility tor Fiscal2013 totaled $8.7 million (2012: $9.5 million). 

18. Other long-term liabilities 

The components of other long-term liabilities were as follows: 

(in CAD millions) 

Leasehold inducements 

Straight-line rent liability 

Miscellaneous 

Total other long-term liabilities 

$ 

$ 

As at 
February I, 2014 

57.0 $ 

3.6 
2.6 

63.2 $ 

As at As at 
February 2, 2013 January 28, 2012 

(Note 2.25) (Note2.25) 

67.1 $ 66.8 

5.0 7.4 

2.6 2.6 

74.7 $ 76.8 

The non-current portion of the warranties provision (see Note 16) is reflected in the miscellaneous component of ·'Other long
term liabilities'' in the Consolidated Statements of Financial Position. 

19. Leasing arrangements 

19.1 Finance lease arrangements- Company as lessee 

As at February I. 2014, the Company had finance lease arrangements related to the building and equipment components ofce1iain 
leased properties. which include retail. office and warehouse locations. The related land components of these properties have been 
separately classified as operating leases. The buildings and equipment held under finance leases are used in the normal course of 
operations and do not contain significant unusual or contingent lease terms or restrictions. Building leases typically run for a period 
of I to I 0 years. with some leases providing multiple options to renew after that date. Equipment leases typically run tor a period 
of I to 5 years, \Vith some leases providing an option to renew after that date. 

Finance lease buildings and equipment are included in the Consolidated Statements of Financial Position under "Property, plant 
and equipment." Note 9 provides further details on the net carrying value of these assets. which as at February I. 2014 was $29.5 
million (Februmy 2. 2013: $33.4 million . .Janumy 28, 20I2: $28.0 million). 

As at February I, 2014, the corresponding finance lease obligations. current and non-current. were $5.0 million (February 2. 2013: 
$5.2million. January 28,2012: $5.lmillion) and $28.0 million (February 2. 2013: $30.9million. January 28,2012:$24.5 million), 
included in the Consolidated Statements of Financial Position under "Current portion oflong-term obligations" and ··Long-term 
obligations, .. respectively (see Note 17). 
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The table below presents the future minimum lease payments of the Company's finance lease obligations: 

As at As at 
February I, 201-t February 2. 2013 

Finance Future Present value of Finance Future Present value of 
lease finance minimum lease lease finance minimum lease 

(in CAD mil! ions) payments costs payments payments costs payments 

Within 1 year $ 7.2 $ 2.2 $ 5.0 $ 7.6 $ 2.4 $ 5.2 

2 years 5.8 1.9 3.9 6.5 2.1 4.4 

3 years 5.5 1.7 3.8 5.1 1.9 3.2 

4 years 5.0 1.4 3.6 4.8 1.6 3.2 

5 years 5.0 1.1 3.9 4.9 1.4 3.5 

Thereafter 14.5 1.8 12.7 19.5 2.9 16.6 

Total minimum payments $ 43.0 $ 10.1 $ 32.9 $ 48.4 $ 12.3 $ 36.1 

Interest on finance lease obligations is recognized immediately in ·'Finance costs"" in the Consolidated Statements ofNet Earnings 
and Comprehensive Income (see Note 17). Included in total·'Finance costs'" in Fiscal2013, was $2.5 million (2012: $2.4 million) 
of interest related to finance lease obligations. 

19.2 Operating lease arrangements- Company as lessor 

The Company has a number of agreements to sub-lease premises to third parties. which are all classified as operating leases. 
During Fiscal2013, total sub-lease income from leased premises was $3.0 million (2012: $3.0 million). 

As at February I, 2014, total future minimum lease payments receivable from third party tenants were $10.0 million (20 12: $10.3 
million). 

19.3 Operating lease arrangements- Company as lessee 

As at February I, 2014. the Company had operating lease arrangements related to leased retail and ot1ice properties as well as 
equipment assets. The leases typically run for a period of I to I 0 years. with some leases providing an option to renew after that 
date. Some leases include additional or contingent rent payments that are based on sales and step rent payments which are recognized 
on a straight-line basis over the term of the lease. During Fiscal 2013. contingent rent recognized as an expense in respect of 
operating leases totaled $1.1 million (2012: $0.9 million). Rental expense tor all operating leases totaled $115.6 million in Fiscal 
2013 (2012: $113.7 million). These expenses are included in "'Selling, administrative and other expenses"" in the Consolidated 
Statements ofNet Earnings and Comprehensive Income. 

The table below presents the contractual maturities of future minimum lease payments tor the Company's operating leases: 

(in CAD millions) 

Within I year 

2 years 

3 years 

4 years 

5 years 

Thereafter 

Total operating lease obligations 

$ 

$ 

As at 
February I, 2014 

94.8 

82.5 

68.9 

61.1 

48.8 

125.6 

481.7 

Operafillg /ea.le! ohligations are 1101 reponed inllle ( 'ousolida!ed ,\'tal1!111c!I11S l?{ Fimmcial!,ositiou 
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As at 
February 2. 2013 

$ 98.8 

86.8 

71.6 

54.1 

46.7 

146.8 

$ 504.8 
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20. Retirement benefit plans 

The Company currently maintains a defined benefit registered pension plan and a defined contribution registered pension plan 
which covers eligible. regular full-time associates as well as some of its pmt-time associates. The defined benefit plan provides 
pensions based on length of service and final average earnings. In addition to a registered retirement savings plan, the pension 
plan includes a non-registered supplemental savings arrangement in respect to the defined benefit plan. The non-registered portion 
of the plan is maintained to enable ce1tain associates to continue saving for retirement in addition to the registered limit as prescribed 
by the Canada Revenue Agency. The Company also maintains a defined benefit non-pension retirement plan which provides life 
insurance, medical and dental benefits to eligible retired associates through a health and welfare trust (''Other Benefits Plan''). 
Also provided for under the health and welfare trust are shmt-term disability payments for active associates. The Company's 
accounting policies related to retirement benefit plans are described in Note 2.15. 

In July 2008, the Company amended its pension plan and introduced a defined contribution component. The defined benefit 
component continues to accrue benefits related to future compensation increases although no fUither service credit is earned. In 
addition, the Company no longer provides medical. dental and life insurance benefits at retirement for associates who had not 
achieved the eligibility criteria for these non-pension retirement benefits as at December 31, 2008. 

In December 2009, the Company made the decision to change funding for non-pension retirement benefits from an actuarial basis 
to a pay-as-you-go basis to allow the surplus in the health and welfare trust to be utilized to make benefit payments. In addition, 
to fUiiher utilize the surplus. short-term disability payments of eligible associates are paid on a pay-as-you-go basis from the health 
and welfare trust and are no longer funded by the Company. 

In December 2013. the Company amended the early retirement provision of its pension plan to eliminate a benefit for associates 
who voluntarily resign prior to age of retirement with effect January I, 2015. In addition, the Company amended its pension plan 
for improvements that increase portability of associates' benefit with effect March I, 2014, and implemented fixed indexing at 
0.5% per annum for eligible retirees, with effect January I, 2014. 

In the first quarter of2014, the Company will offer Jump sum settlements to those terminated associates who previously elected 
to defer the payment of the defined benefit pension until retirement. The Company expects to settle accepted offers through the 
third qumier of2014. 

In December 2013, the Company froze the benefits offered under the non-pension retirement plan to benefits levels as at January 
1,2015. 

In the fourth quarter of2013, the Company recorded a pre-tax gain on amendments to retirement benefits of$42.5 million ($42.8 
million net of $0.3 million of expenses) as shown on the Consolidated Statements of Net Earnings and Comprehensive Income. 

In the fourth qua1ter of20 12, the Company made a voluntary offer to settle health and dental benefits of eligible members covered 
under the non-pension retirement plan. Based on the accepted offers, the Company paid $18.1 million and recorded a pre-tax 
settlement gain of$21.1 million ($21.9 million net of$0.8 million of expenses), as shown on the Consolidated Statements of Net 
Earnings and Comprehensive Income. In the first quarter of 2014, the Company will make another voluntary offer to eligible 
members covered under the non-pension retirement plan. The Company expects to settle any acceptances from the offer in the 
second qumter of 20 14. 

Risks associated with retirement benefit plans 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New regulations 
and market driven changes may result in changes in the discount rates and other variables which would result in the Company 
being required to make contributions in the future that differ significantly from the estimates. Management is required to use 
assumptions to account tor the plans in conformity with !FRS. However, actual future experience will differ from these assumptions 
giving rise to actuarial gains or losses. In any year, actual experience differing from the assumptions may be material. 

Plan assets consist primarily of cash. alternative investments and marketable equity and fixed income securities. The value of the 
marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and annual pension 
expense are determined by independent actuaries and through the use of a number of assumptions. Although the Company believes 
that the assumptions used in the actuarial valuation process are reasonable, there remains a degree of risk and unce1iainty which 
may cause results to differ from expectations. Significant assumptions in measuring the benefit obligations and pension plan costs 
include the discount rate and the rate of compensation increase. 

Asset-liability matching strategies 

Beginning in Fiscal 2011, the Company adopted an asset-liability matching strategy in the Other Benefits Plan wherein assets are 
invested in accordance with a short-term fixed income mandate. The current portfolio is primarily bonds with maturities not 
exceeding two years. This investment strategy is aligned with the expected use of the assets, which is to fund the Company's 
retiree health benefits and short-term disability payments within the next two years. 
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Plan amendments. curtailments and settlements 

In Fiscal 20 I 2, the Company amended the non-registered supplemental savings arrangement in respect to the defined benefit plan 
to allow the use of letters of credit to satisfY the funding requirement of its deficit. At February 1, 2014 a letter of credit with a 
notional value of $4.2 million was on deposit with the Trustee for the non-registered portion of the defined benefit plan. 

In January 2013, the Company announced the termination of700 associates. This event did not require the recording of a curtailment 
as its impact on the pension plan was not significant. 

During Fiscal 2013, the Company announced a series of restructurings that resulted in the termination of approximately L600 
associates who were members of the defined benefit plan. This resulted in a curtailment charge of$4.8 million to the pension plan, 
which is included in "Selling, administrative and other expenses'" in the Consolidated Statements of Net Earnings and 
Comprehensive Income. 

Maturity profile of retirement benefit plan obligations 

The weighted average durations of the Registered Retirement Plans, Non-registered Pension Plan and Other Benefit Plan are all 
approximately 10.6 years. 

The Company's contractual cash flow maturity relating to retirement benefit plan obligation payments is included under""Liquidity 
Risk'" in Note 14. 
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20.1 Retirement benefit asset and liability 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at January 31. 
The most recent actuarial valuation of the pension plan for funding purposes is dated December 3 L 20 I 0. The next actuarial 
valuation assessment is required as of December 31, 2013 and will be completed by September 30, 2014. An actuarial valuation 
of the health and welfare trust is performed at least every 3 years, with the last valuation completed as of September I, 2011. 

2013 2012 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD mi!lions) Plans Plan Plan Total Plans Plan Plan Total 

Detined benefit plan assets 

Fair value. beginning balance $ 1,219.1 $ 49.5 $ 44.5 $1,313.1 $ 1,178.9 $ 49.3 $ 68.7 $1.296.9 
Interest income 49.9 2.0 1.4 53.3 54.0 2.3 2.6 58.9 
Remeasurement gain (loss) on retum 

115.9 1.0 (0.7) 116.2 73.7 0.1 ( 1.9) 71.9 on plan assets 

Employer contributions 42.8 1.4 0.6 44.8 32.7 1.5 18.8 53.0 
Administrative expenses (0.7) (0.1) (0.8) (0.4) (0.4) 
Benefits paid 1 (114.0) (3.6) (23.8) (141.4) (119.8) (3.7) (43.7) (167.2) 

Fair value of plan assets. ending balance $ 1,313.0 $ 50.2 $ 22.0 $1,385.2 $ 1,219.1 $ 49.5 $ 44.5 $1.313.1 
Defined benefit plan obi igations 

Accrued obligations. beginning balance $ 1,384.1 $ 50.4 $ 294.3 $1,728.8 $ 1.377.7 $ 50.1 $ 321.4 $1,749.2 
Total current service cost 0.9 0.9 0.9 0.9 
Interest cost 56.2 2.0 12.0 70.2 62.6 ,., " ~ . .) 14.4 79.3 
Benefits paid (114.0) (3.6) (15.6) (133.2) (119.8) (3.7) (35.6) (159.1) 
Settlement gain (21.9) (21.9) 
Curtailment loss 4.2 4.2 
Plan amendment loss (gain) 1.0 (43.8) (42.8) 
Special termination benefits loss 0.6 0.6 
Actuarial losses 47.2 1.5 (6.2) 42.5 62.7 1.7 16.0 80.4 

Accrued plan obligations, ending balance $ 1,380.2 $ 50.3 $ 240.7 $1,671.2 $ 1,384.1 $ 50.4 $ 294.3 $1,728.8 
Funded status of plan- (deficit) (67.2) (0.1) (218.7) (286.0) (165.0) (0.9) (249.8) (415.7) 
Retirement benefit liability at end of fiscal 
year, net $ (67.2) $ (0.1) $ (218.7) $ (286.0) $ (165.0) $ (0.9) $ (249.8) $ (415.7) 

The retirement benefit liability is included in the Company's Consolidated Statements of Financial Position as follows: 

Retirement benefit liability $ (67.2) $ (0.1) $ (218.7) $ (286.0) $ (165.0) $ (0.9) $ (249.8) $ (415.7) 

Henr!.fits paid.fhnu t!tejimded assets i11dude retiree lu!m:.fits and slwn-term di.\·ahili(\' l?(actire emph~rees. ( Jther hene.fits cm1sist l!(refin:e health and dental 
daims. 
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20.2 Fair value of plan assets 

The fa ir value of plan assets disaggregated by asset class and fair value hierarchy level as at February L 2014 and February 2, 
2013 was as follows: 

Cash and cash equira/ents 

Level 1 

Subtotal 

C01porate bonds and notes 

Level2 

Lev.:! 3 

Subtotal 

U.S. G01·ermnem bonds and securities 

Level 2 

Subtotal 

Common stock. preferred stock and REITS 

Level I 

Subtotal 

Common or col/ectiw tnrsts 

Level 2 

Subtotal 

Shorr-tenn colfectire inrestmem.fimds 

Level 2 

Subtotal 

Hedge .funds. options andfillures 

Level 3 

Subtotal 

Receirab/es (liabilities) 

Level I 

Level 2 

Subtotal 

!lfiscelfaneons other liabilities 

Level I 

Level 2 

Subtotal 

Total fa ir value of plan assets 

Registered 
Retirement 

Plans 

s 34.6 $ 

34.6 

$ 

619.3 

122.2 

741.5 

172.0 

172.0 

268.2 

268.2 

117.6 

117.6 

2.7 

2.7 

(1.8) 

(1.8) 

(22.5) 

0.7 

(21.8) 

1,313.0 $ 

Non
Registered 

Pension 
Plan 

As at 
Febt·uary I , 2014 

Other 
Benefits 

Plan Total 

24.3 s 
24.3 

s 58.9 $ 

58.9 

25.4 

25.4 

0.4 

0.4 

0.1 

0.1 

50.2 $ 

4.7 

1.0 

5.7 

1.1 

I. I 

0.1 

0.1 

624.0 

123.2 

747.2 

172.0 

172.0 

293.6 

293.6 

119.1 

119.1 

2.7 

2.7 

(1.7) 

(1 .7) 

(22.5) 

15.1 15.9 

15. 1 (6.6) 

22.0 $ 1,385.2 $ 

Registered 
RetTrement 

Plans 

Non
Registered 

Pension 
Plan 

41.2 $ 

4 1.2 

25.2 $ 

25.2 

604.7 

59.7 

664.4 

0.9 

0.9 

181.7 

18 1.7 

251.8 

251.8 

66.0 

66.0 

3.0 

3.0 

6.8 

(0 8) 

6.0 

4.1 

4.1 

24.3 

24.3 

As at 
February 2. 2013 

Other 
Benefits 

Plan Total 

01 $ 66.5 

0.1 

12.3 

0.9 

13.2 

0.8 

0.8 

0.5 

0.5 

29.9 

29.9 

66.5 

617.0 

60.6 

677.6 

0.9 

0.9 

181 .7 

181.7 

276.1 

276.1 

66.8 

66.8 

3.0 

3.0 

7.3 

(0 8) 

6.5 

34.0 

34.0 

1.~ 1 9. 1 $ 49.5 $ 44.5 $ 1,313. 1 

The three levels of the fair value hierarchy referenced above are discussed in Note I 4.5. 

20.3 Plan assets inrestment allocation 

During Fiscal 20 I I. the Company changed the target asset allocation to 55-75% fixed income and 25-45% equity tor the registered 
and non -registered pension plans. For the assets in the health and welfare trust. included in Other Benefit Plans. the Company 
changed the asset al location to I 00% tixed income. As at the end of Fiscal 20 I 3 and 20 I 2. the assets ,,·ere in line with the target 
allocation range. with the transitioning of assets from hedge funds. options and futures essentially complete. The asset allocation 
may be changed fi·om time to time in terms of weighting bet\\·een fixed income. equity and other asset classes as \\ell as within 
the asset classes themseh·es. 

The plan 's target allocation is determined taking into consideration the amounts and timing of projected liabilities. the Company's 
funding policies and expected returns on various asset classes. To de\ elop the expected long-term rate of return on assets assumption. 
the Company considered the historical returns and the future expectations for returns tor each asset class. as wel l as the target 
asset all ocation ofthe pension portfolio. 
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At as the end of the current and prior fisca l years, plan assets were invested in the following classes of securities: 

Registered 
Retirement 

Plans 

Fixed income securities 73.3% 

Alternative investments 0.2% 

Equity securities 26.5% 

Total 100.0% 

20.--1 Pension assumptions 

As at 
February I, 2014 

Non-
Registe•·ed Other 

Pension Benefits 
Plan Plan 

62.9% 100.0% 
_ o/o _ o/o 

37.1% -
0/o 

100.0% 100.0% 

Registered 
Retirement 

Plans 

72.3% 

0.2% 

27.5% 

100.0% 

As at 
February 2. 201 3 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

66.5% 100.0% 

-% -% 

33.5% - % 

100.0% 100.0% 

The significant actuarial assumptions were as follows (weighted average assumptions) as at February 1. 2014 and February 2. 
2013: 

Discount rate used in calculat ion of 
Accrued benetlt plan obi igations 

Benetlt plans expense 

Rate of compensation increase used in calculation of 
Accrued benefit plan obi igations 

Benefit plans expense 

Expected long-term mte of return on plan assets ustd in 
calculation of beneiit plans txpense 

Hea lth care cost trend rates 

Used in calculation of accrued beneii t plan 
obligations 

Used in calculation of benelit plans expense 

Cost trend rate dec! ines to 

Year that the rate reaches assumed constant 

Registered 
Retirement 

Plans 

4.20% 

4.20% 

3.50% 

3.50% 

4.20% 

As at 
February I, 2014 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

4.20% 4.20% 

4.20% 4.20% 

3.50% 3.50% 

3.50% 3.50% 

4.20% 4.20% 

4.92% 

6.14% 

2.45% 

2030 
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As at 
February 2. 2013 

Non-
Registered Registered Other 
Retirement Pension Benetlts 

Plans Plan Plan 

4.20% 4.20% 4.20% 

4.20% 4.20% 4.20% 

3.50% 3.50% 3 .50% 

3.50% 3.50% 3.50% 

4.20% 4.20% 4.20% 

6 .1 4% 

6.23% 

3.82% 

2030 
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20.5 Sensitirity of significant actuarial assumptions 

The following table summarizes the sensitivity ofsignificant actuarial assumptions on the Company's defined benefit obligation: 

2013 2012 

Non-
Registered 

Non-
Registered Registered Other Registered Other 
Retirement Pension Benefits Retirement Pension Benefits 

(in CAD mi/!ions) Plans Plan Plan Plans Plan Plan 

Discount rate sensitivity 

Accrued benefit plan obligations 

100 basis point increase in discount. rate $ (144.8) $ (4.8) $ (22.2) $ (153.4) $ ( 4.8) $ (29.6) 
I 00 basis point decrease in discount rate 177.1 5.8 26.4 190.5 5.7 35.5 

Benefit plans expense 

I 00 basis point increase in discount rate (6.5) (0.2) (1.1) (6.7) (0.3) 0.8 
100 basis point decrease in discount rate 4.6 0.2 1.3 5.1 0.2 (1.2) 

Rate of compensation increase sensitivity 

Accrued bene tit plan obi igations 

50 basis point increase in rate of 
8.8 0.4 n/a 18.5 0.5 n/a compensation increase 

50 basis point decrease in rate of 
(9.7) (0.4) n/a (16.4) (0.3) n/a compensation increase 

Benefit plans expense 

50 basis point increase in rate of 
0.4 n/a 1.0 n/a compensation increase 

50 basis point decrease in rate of 
(0.4) n/a (0.9) n/a compensation increase 

Health care cost trend rate sensitivity 

Accrued benefit plan obligations 

I 00 basis point increase in health care trend 
n/a n/a 18.9 n/a n/a 30.7 rate 

100 basis point decrease in health care trend 
n/a n/a (16.3) n/a n/a (26.1) rate 

Benefit plans expense 

I 00 basis point increase in health care trend 
n/a n/a 1.3 n/a n/a 1.3 rate 

I 00 basis point decrease in health care trend 
n/a n/a (1.1) n/a n/a ( 1.2) rate 

The methods and assumptions used in determining the above sensitivity are consistent with the methods and assumptions used 
to determine the pension plan obligations and with the methods and assumptions used in Fiscal 2012. 
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20.6 Retirement benefit plans expense and contributions 

The expense for the defined benefit defined contribution and other benefit plans for Fiscal 2013 and Fiscal 2012, was as follows: 

2013 2012 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benetits 
(in Crl D millions) Plans Plan Plan Total Plans Plan Plan Total 

Cunent service cost net or 
employee contributions $ 0.9 $ $ $ 0.9 $ 0.9 $ $ $ 0.9 

Net interest 6.3 10.6 16.9 8.7 (0.1) 11.8 20.4 
Curtailment loss 4.2 4.2 
Plan amendment loss (gain) 1.0 (43.8) (42.8) 
Settlement gain (21.9) (21.9) 
Special termination benefits loss 0.6 0.6 
Administrative expenses 0.7 0.1 0.8 0.4 0.4 
Net defined benefit plans 

$ 13.7 $ 0.1 $ (33.2) $ (19.4) $ 10.0 $ (0.1) $ (I 0.1) $ (0.2) expense (income) 
Net defined contribution plan 
expense 8.4 0.2 8.6 9.7 0.2 9.9 
Total retirement benefit plans 
expense (income) 1 $ 22.1 $ 0.1 $ (33.0) $ (10.8) $ 19.7 $ (0.1) $ (9.9) $ 9.7 

Not inclmlt•d i11 totolexpl.!nse n!cugni=ed are short-term disahill~l·pc~rmenls <!!'S8.:! milfio11 (]Of]: S8. 1 million) that m:'re paid.fhnnlhe healfh and we!!Gre 11'1/S/. Hoth 
short-term disahili~r and the n:lireme111 hen(/il plans e.rpenw: (income) em! included in ··,)'('/ling. adminislrolin! om/ mher expc..•11ses ". 1111/ess disclosed e/.n•1rhere. in the 
( 'o!IIJ'CII~\' 's ( 'on:wlidated .\'talemellls r~(Nel /~·arnings and ( 'omprt!hensin• Jm .. ·omt!. 

Total cash contributions made by the Company to its defined benefit. defined contribution and other benefit plans. including 
payments to settle health and dental benefits of eligible members covered under the non-pension retirement plan. for the fiscal 
year ended February I. 2014 were $53.5 million (2012: $63.0 million) . For Fiscal 2014, it is estimated that the Company will 
make contributions of approximately $12.0 million to its detined benefit. defined contribution and other beneJit plans, which 
include funding obligations as described in Note 14.2. 

20.7 Remeasurements qf the net defined retirement benefit liability 

2013 2012 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benellts 
(in CAD mi/lio17S) Plans Plan Plan Total Plans Plan Plan Total 

Actuarial gain (loss) on 
difrerence between expected 
inte re~t income and actual return 

$ 115.9 $ 1.0 $ (0.7) $ 116.2 $ 73.7 $ . 0.1 $ (1.9) $ 71.9 on plan assets 

Actuarial (loss) ga in due to 
change in demograph ic (35.3) (1.3) 6.2 (30.4) 
Actuarial loss due to change in 
financial assumptions (80 .9) (2.5) (16.0) (99.4) 
Actuaria l (loss) gain due to all 
other experi ences (11.9) (0.2) (12.1) 18.2 0.8 19.0 
Total pre-tax remeasurement 

$ 68.7 $ (0.5) $ 5.5 $ 73.7 $ 11.0 $ ( 1.6) $ (17.9) $ (8.5) ~:mins (losses) 
Income ta~ (expense) recovery 

(19.4) 3.5 on remeasurement gains (losses) 

Total remeasurement ga ins 
(losses). net of income taxes 1 $ 54.3 $ (5.0) 

Torctl remeasureme111 gaiFIS (losses). net of income taxes. are included in "Other comprehensire (income) loss .. i11 the Compm~r 's Consolidated 
Stateme111s ofXet Eamings cmd Comprehensire Income. 

The actuarial losses associated \Yith changes in financial assumptions are due to changes in the discount rate. There are no changes 
to the discount rate as at February I. 2014 for the Registered Retirement Plans. Non-registered Pension Plan (2012: a decrease of 
0.5% ). and Other Benefits Plan (20 12: a decrease of0.4%). The actuarial loss associated with changes in demographic are largely 
related to the change in the mortality table. The mortality table was updated in 2013 to reflect that members of the above Plans 
are li vi ng longer. 
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21. Contingent liabilities 

2/. 1 Legal Proceedings 

The Company is involved in various legal proceedings incidental to the normal course ofbusiness. The Company takes into account 
all available information. including guidance t!·om experts (such as internal and external legal counsel) at the time ofrep011ing to 
determine if it is probable that a present obligation (legal or constructive) exists. if it is probable that an outtlo,,· of resources 
embodying economic benefit will be required to settle such obligation and whether the Company can reliably measure such 
obligation at the end of the reporting period. The Company is of the view that. although the outcome of such legal proceedings 
cannot be predicted with ce11ainty. the final disposition is not expected to have a material adverse effect on the consolidated 
financial statements. including its Consolidated Statements of Financial Position. Consolidated Statements of Net Earnings and 
Comprehensive Income. and Consolidated Statements of Cash Flows. 

21.2 Commitments and guarantees 

Commitments 

As at February I, 2014. cash and cash equivalents that are restricted represent cash and inYestments pledged as collateral for letter 
of credit obligations issued under the Company's offshore merchandise purchasing program of $11.1 million (February 2. 2013 : 
$9.0 mil lion. January 28.2012: $7.2 million). which is the Canadian equivalent of U.S. $10.0 million (February 2. 2013: U.S. 
$9.0 million. January 28,2012: U.S. $7.2 million). 

The Company has certain vendors which require minimum purchase commitment levels over the term of the contract. Refer to 
Note 14.2 "Liquidity Risk". 

Guarantees 

The Company has provided the following significant guarantees to third parties: 

Royalty License Agreements 

The Company pays royalties under various merchandise license agreements, which are generally based on the sale of products. 
Certain license agreements require a minimum guaranteed payment of royalties over the term of the contract. regardless of sales. 
Total future minimum royalty payments under such agreements were $3.5 million as at February 1. 2014 (February 2. 2013 : $2.3 
million. January 28.2012: $3.lmillion). 

Other Indemnification Agreements 

In the ordinary course ofbusiness. the Company has provided indemnification commitments to counterparties in transactions such 
as leasing transactions. royalty agreements. service arrangements. investment banking agreements and director and oflicer 
indemnification agreements. The Compan) has also provided certain indemnil"ication agreements in connection with the sale of 
the credit and linancial services operations in November 2005. The foregoing indemnil"ication agreements require the Company 
to compensate the counterparties tor costs incurred as a result of changes in laws and regulations. or as a result of litigation or 
statutory claims. or statutory sanctions that may be suffered by a counterparty as a consequence of the transaction. The term s of 
these indemnification agreements will vary based on the contract and typically do not provide tor any limit on the maxi mum 
potential liability. Historically. the Company has not made any signillcant payments under such indemnifications and no amounts 
have been accrued in the consolidated financial statements with respect to these indemnification commitments. 
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22. Income taxes 

The average combined federal and provincial statutory income tax rate applied to the Company was 26.5% for Fiscal 2013 (20 12: 
25.5%) due to higher legislated statutory tax rates in the current year. A reconciliation of income taxes at the average statutory tax 
to actual income tax expense for Fiscal 2013 and Fiscal 2012 is as follows: 

(in CAD millions) 

Earnings before income taxes 

Income taxes at the average statutory tax rate 

(Decrease) increase in income taxes resulting from 

Non-taxable potiion of capital gain 

Non-deductible items 

Prior year assessments 

Prior year true-up 

Others 

Effective tax rate before the following adjustments 

Changes in tax rates or imposition of new taxes 

Total income tax expense 

Effective tax rate 

$ 

$ 

$ 

2013 

490.0 $ 

129.6 $ 

(77.0) 

0.4 

(0.6) 

0.3 

0.6 

53.3 

10.9% 

(9.8) 

43.5 $ 

8.9% 

2012 

114.2 

29.1 

(16.4) 

1.7 

2.7 

17.1 

15.0% 

(4.1) 

13.0 

11.4% 

The Company's total net cash refunds or payments of income taxes for the current year was a net payment of$32.9 million (2012: 
net refund of$4.9 million). 

In the ordinary course of business. the Company is suqject to ongoing audits by tax authorities. While the Company believes that 
its tax tiling positions are appropriate and supportable, periodically, cetiain matters are challenged by tax authorities. During Fiscal 
2013. the Company recorded charges tor interest on prior period tax re-assessments and accruals tor uncertain tax positions as 
described in the table below, all included in the Consolidated Statements of Net Earnings and Comprehensive Income as follows: 

(inCA D millions) 2013 2012 

Finance costs recovery (increase) $ 0.2 $ (3.9) 

Income tax recovery (expense): 

Current $ 0.6 $ (5.4) 

Deferred $ (0.2) $ 2.2 

Total benefits (charges) on uncetiain tax positions $ 0.6 $ (7.1) 

As the Company routinely evaluates and provides tor potentially unfavourable outcomes. with respect to any tax audits. the 
Company believes that. other than as noted above. the tina! disposition of tax audits will not have a material adverse effect on 
liquidity. 

In Fiscal 2013, the Company received federal and consequential provincial re-assessments to previous tax filings which the 
Company is disputing. For these disputed amounts, the Company placed a deposit of$28.0 million in Fiscal20 13. of which $20.2 
million has been included in ··Other long-term assets•· and $7.8 million has been included in .. Income taxes payable'" in the 
Consolidated Statements of Financial Position as at February I. 2014. 

Included in ··Other long-term assets·· in the Consolidated Statements of Financial Position. as at February I, 2014. were receivables 
of$32.5 million (February 2. 2013: $13.9 million) related to payments made by the Company tor disputed tax assessments. 
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The tax effects of the significant components oftemporary timing differences giving rise to the Company's net deferred tax assets 
were as follows: 

As at 
February 2. 2013 Recognized in As at 

(in CAD millions) (Note 2 25) earnings Recognized in equity February I, 2014 

Deferred revenue $ 1.0 $ (0.2) $ $ 0.8 

Other long term liabilities 26.9 (2.3) 24.6 

DeriYatiYe financial assets (2.2) (2.2) 

Property, plant and equipment (74.6) 30.7 (43.9) 

I nYestment property (37.3) 8.6 (28.7) 

Goodwill and intangible assets 0.5 0.9 1.4 

Retirement benefit obi igations 109.9 (14.7) (19.2) 76.0 

Provisions 53 .0 3.5 56.5 

Other ( 1.6) 1.6 

Total deferred tax assets. net $ 77.8 $ 28.1 $ (21.4) $ 84.5 

As at As at 
January 28. 2012 Recognized in February 2. 20 1 3 

(inC AD mi/lio17S) (Note 225) earn 1ngs Recognized in equity (Note 2.25) 

Deferred revenue $ 1.2 $ (0.2) $ $ 1.0 

Other long term liabilities 24.3 2.6 26.9 

DeriYative financial assets 0.1 (0.1) 

Property. plant and equipment (93.4) 18.8 (74.6) 

Investment property (37.1) (0.2) (37.3) 

Goodwill and intangible assets 0.8 (0.3) 0.5 

Retirement benefit obi igations 118.0 ( 11.6) 3.5 109.9 

Provisions 54.4 ( 1.4) 53.0 
Tax credit carryforwards 12.9 ( 12.9) 

Other (2.2) 0.6 ( 1.6) 

Total deferred tax assets, net $ 79.0 $ (4.7) $ 3.5 $ 77.8 

As at As at 
As at February 2. 20 13 .lanuarv 28. 2012 

(in C.-ID millions) February I, 2014 (Note 225) (i'Jote '25) 

Deferred tax assets $ 88.7 $ 83.8 $ 84.6 

Deferred tax liabilities (4.2) (6.0) (5.6) 

Total deferred tax assets. net $ 84.5 $ 77.8 $ 79.0 
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23. Segmented information 

In order to identify the Company's reportable segments, the Company uses the process outlined in !FRS 8, Operating Segments 
which includes the identification ofthe Chief Operating Decision Maker. the identification of operating segments. which has been 
done based on Company formats. and the aggregation of operating segments. The Company has aggregated its operating segments 
into t\\·o reportable segments: Merchandising and Real Estate Joint Arrangement operations. The Merchandising segment includes 
revenues from the sale of merchandise and related services to customers. The Real Estate Joint Arrangement segment includes 
income from the Company's joint arrangement interests in shopping centres across Canada, all of which contain a Sears store. 

23.1 Segmented stateme111s of earnings 

2012 
(in CAD millions) 2013 (Note 2.25) 

Total revenue 

Merchandising $ 3,945.8 $ 4.300.7 

Real Estate Joint Arrangements 46.0 45.8 

Total revenues $ 3,991.8 $ 4.346.5 

Segmented operating (loss) income 

Merchandising $ (205.1) $ (81.5) 

Real Estate Joint Arrangements 17.3 9.7 

Total segmented operating loss $ (187.8) $ (71.8) 

Finance costs 

Merchandising $ 9.3 $ 13.3 

Real Estate Joint Arrangements 1.5 1.8 

Total Jinance costs $ 10.8 $ 15.1 

Interest income 

Merchandising $ 2.5 $ 4.1 

Rea l Estate Joint Arrangements 0.1 0.2 

Total interest income $ 2.6 $ 4.3 

Gain on lease terminations and lease amendments 

Merchandising $ 577.2 $ 167.1 

Real Estate Joint Arrangements 

Total gain on lease terminations and lease amendments $ 577.2 $ 167.1 

Gain on sale of interest in real estate joint arrangements 

Merchandising $ $ 

Real Estate Joint Arrangements 66.3 8.6 

Total gain on sale of interest in real estate joint arrangements $ 66.3 $ 8.6 

Gai n on settlement and amendment of retirement benefits 

Merchandising $ 42.5 $ 21.1 

Real Estate Joint Arrangements 

Total gain on settlement and amendment of retirement benelits $ 42.5 $ 21.1 

Income tax (expense) recO\ ery 

Merchandising $ (40.1) $ ( 12.1) 

Real Estate Joint Arrangements (3.4) (0.9) 

Total income tax expense $ (43.5) $ (13.0) 

Net earnings $ 446.5 $ 101.2 
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23.2 Segmented statements of total assets 

As at As at 

(in CAD millions) 
As at Februarv 2. 2013 January 28. 2012 

Februar~· I, 2014 (Note 2.25) (Note 2 25) 

Merchandising $ 2,354.2 $ 2.210.8 $ 2.425.6 

Real Estate Joint Arrangements 38.1 293.9 341.8 

Total assets $ 2,392.3 $ 2.504.7 $ 2,767.4 

23.3 Segmented statements of total liabilities 

As at As at 

(in CAD millions) 
As at February 2. 2013 January 28. 2012 

February 1, 2014 (Note 2 25) (i'-lote 225) 

Merchandising $ 1,314.4 $ I .402.3 $ 1.638.7 

Real Estate Joint Arrangements 4.1 26.0 36.7 

Total liabilities $ 1,318.5 $ 1.428.3 $ 1.675.4 

24. Capital stock 

On May 22. 20 I 3. the Toronto Stock Exchange ("'TSX"") accepted the Company's Notice of Intention to make a Normal Course 
Issuer Bid ( .. 2013 NCIB'"). The 20 I 3 NCIB permits the Company to purchase for cancellation up to 5% of its issued and outstanding 
common shares, representing 5,093 .883 of the issued and outstanding common shares as at May I 0. 20 I 3. Under the 2013 NCIB, 
purchases were al lowed to commence on May 24.2013 and must terminate by May 23.2014 or on such earlier date as the Company 
may complete its purchases pursuant to the 2013 NCIB. The total purchase of common shares by the Company pursuant to the 
2013 NCIB will not exceed. in the aggregate. 5% of all outstanding common shares. and is subject to the limits under the TSX 
rules. including a daily limit of25% of the average daily trading volume (which. cannot exceed 19.689 common shares a day). 
and a limit of one block purchase per week. 

There were no share purchases during Fiscal 2013 (20 12: 870.633 shares were purchased for $9.7 mi ll ion as part of a normal 
course issuer bid in place for the period of May 25.201 I to May 24. 2012). The impact of the share repurchases in Fiscal2012 
was a decrease to ··capital stock"' and ··Retained earnings"' in the Consolidated Statements of Financial Position of$0.lmillion 
and $9.6 million. respectively. 

During Fiscal20 I 3. the Company distributed $509.4mil li on to holders of common shares as an extraordinary cash dividend (20 I 2: 
$101.9mi ll ion) . Payment in the amount of$5.00 per common share was made on December 6. 2013. 

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 I preferred shares. issuable in one or more series (the ··Class I Preferred Shares'"). 

As at the end of February I. 2014. the only shares outstanding were common shares ofthe Company. The fo ll owing table presents 
a continuity of capital stock for the fiscal years ended February I. 2014 and February 2. 2013: 

2013 20 12 

Number of Number of 
Common Stated Common Stated 

(in CAD millions. except number qf"slwres) Shares \'alue Shares Value 

Balance. beginning of tiscal year 101 ,877,662 $ 14.9 1 02.7 48.295 $ 15.0 

Repurchases of common shares (870.633) (0.1) 

Balance, end oftiscal year 101 ,877,662 $ 14.9 101.877.662 $ 14.9 

ESL Investments. Inc .. and investment affi li ates including Ed\\ard S. Lampert. collecti' el) ··ESL''. together torm the ultimate 
control ling party of the Company. ESL is the beneficial holder of 28.158.368 or 27.6%. of the common shares of the Company 
as at Februar) I, 20 I 4 (February 2. 2013: 28.158.368 or 27.6%. Januar) 28. 2012: nil). Sears Holdings. the controlling shareho lder 
of the Company. is the beneticial holder of 51.962.391 or 5 1.0%. of the common shares of the Company as at February I. 2014 
(February 2. 2013: 51.962.391 or 5 I% . .January 28. 20 I 2: 97.341.670 or 94.7%). The issued and outstanding shares areful ly paid 
and have no par value. 
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25. Capital disclosures 

The Company's objectives \vhen managing capital are: 
Maintain financial t1exibility thus allovv·ing the Company to preserve its ability to meet financial objectives and continue 
as a going concern; 
Provide an appropriate return to shareholders; and 
Maintain a capital structure that allows the Company to obtain financing should the need arise. 

The Company manages and makes adjustments to its capital structure, when necessary. in light of changes in economic conditions. 
the objectives of its shareholders, the cash requirements of the business and the condition of capital markets. In order to maintain 
or adjust the capital structure, the Company may pay a dividend or return capital to shareholders, modifY debt levels or sell assets. 

The Company defines capital as follows: 
Long-term obligations, including the current portion of long-term obligations r·Totallong-term obligations''); and 
Shareholders' equity. 

The following table presents summary quantitative data with respect to the Company's capital resources: 

As at 
(in CAD millions) February I, 2014 

Total long-term obligations $ 35.9 

Shareholders' equity 1,073.8 

Total $ 1,109.7 

26. Revenue 

The components of the Company's revenue were as follows: 

(in CAD millions) 

Apparel and Accessories 

Home and Hardlines 

Major Appliances 

Other merchandise revenue 

Services and other 

Commission and licensee revenue 

Total revenue 

$ 

$ 

100 

As at As at 
February 2. 2013 Janumy 28. 2012 

(l',fote 2.25) (Note 2.25) 

$ 59.4 $ 154.0 

1.076.4 1,092.0 

$ 1,135.8 $ 1,246.0 

2012 
2013 (Note 2.25) 

1,462.8 $ 1.474.2 

998.4 1.125.4 

823.3 876.3 

227.7 362.5 

342.6 367.7 

137.0 140.4 

3,991.8 $ 4.346.5 
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27. Employee benefits expense 

The components of the Company 's employee benefits expense for the current and prior fiscal year were as follows: 

(in CAD millions) 

Wages and salaries 

Paid absences 1 

Benetits 

Provincial healthcare costs 

Flex benefits 

Retirement benefit plans e:-..:pense" 

Statutory deductions 3 

Severance 

Other employer paid benefits 

Total benetits e:-..:pense 

$ 

$ 

2013 

585.2 
55.6 

13.6 
15.0 

(10.8) 

40.5 

60.5 
3.2 

762.8 

Paid absences are expenses related to racation. statut01y holidays and sick da1s. 

2012 

$ 657.9 

62.1 

15.5 

16.6 

9.7 

45.7 

17.1 

( 1.2) 

$ 823.4 

Included in Retirement ben~fit plans expense for Fiscal 2013 ll'as a $-12.8 million gain related to the amendments to the d~fined ben~fit registered 
retireme/11 plan and non-pension retireme/11 ben~fit plan (20 12: S21. 9 million gain related to se/1/eme/11 of a roilmtarr buyout of non-pension retireme/11 
benefits). 
StatufOIT deductions consist of the employer portion o.fpc(nllent.for the Canada Pe11sion Plan and Employme/11 Insurance. 

These e:-..:penses are included in ··Cost of goods and services sold"'. ··Selling. administrative and other expenses·· and .. Gain on 
settlement and amendment of retirement benefits·· in the Consolidated Statements of Net Earnings and Comprehensive Income. 

28. Gain on lease terminations and lease amendments 

On June 14. 2013. the Company announced its intention to enter into a series oftransactions related to its leases on two properties: 
Yorkdale Shopping Centre (Toronto) and Square One Shopping Centre (Mississauga). The landlords approached the Company 
with a proposal to enter into a series of! ease amendments for a total consideration of$191 .0 mill ion. being the amount the landlords 
were willing to pay for the right to require the Company to vacate the two locations. 

On .June 24, 2013 . the Company received proceeds of$191.0 million upon closing of the transaction which gave the landlords the 
right to require the Company to vacate the two locations by March 31. 2014. The landlords exercised such right on July 25. 2013. 
The transaction resulted in a pre-tax gain of $185.7 million. net of legal costs and the de-recognition of leasehold improvements 
of$5.3 million. 

The Company also granted the owners of the Scarborough Town Centre (Toronto) property an option to enter into certain lease 
amendments in exchange tor $ 1.0 million. which was paid on June 24.2013. The option may be exercised at any time up to and 
including June 20. 2018. and would require the Company to complete certain lease amendments in exchange tor $53.0 mi llion. 
Such lease amendments would allow the owners to require the Company to close its store. As of February I. 2014. the option had 
not been exercised and was included in ··Accounts payable and accrued liabilities .. in the Consolidated Statements of Financial 
Position. 

On October 29.2013. the Company announced that it wou ld terminate its leases in respect of tour stores and partially terminate 
its lease in a tilth location, for a total consideration of$400.0 million. Four of the five stores are owned by The Cadi llac Fairview 
Corporation Limited (Cadillac Fairview) and are located in Ontario: Toronto Eaton Centre. Sherway Gardens. Markville Shopping 
Centre and London-Masom·ille Place. The fitlh store is located at Richmond Shopping Centre in British Columbia and is co
mmed by Ivanhoe Cambridge II Inc. and Cadillac Fairvie\\·. The transaction requires Sears to vacate Sherway Gardens. London
Masom ille Place and the retail floors of the Toronto Eaton Centre ( .. TEC .. ). by February 28. 2014. and Markville and Richmond 
Shopping Centres by February 28. 2015. On November 12. 20 l 3. the Company recei ved proceeds of $400.0 million for these 
transactions. resulting in a pre-tax gain of$391.5 million. net oflegal costs and the de-recognition ofleasehold improvements and 
furniture and thtures of$9.5 mil lion. 

As part of this transaction. the Company vacated the retail floors of the TEC. The Company will continue to use the oftice floors 
of the TEC as its headquarters under terms consistent with the e:-..:isting lease. In accordance with /AS 17. Leases. the lease on the 
oftice floors of the TEC \Yas assessed as a finance lease. The Company has transferred all risks and re\\ards associated with the 
vacated retail floors. has no significant continuing involvement related to these noors. and all costs associated \\·ith vacating the 
retai I floors have been measured rei iably. 

In accordance with lAS 18. Rerenue. the Company has recognized the entire gain of$391.5 million in Fiscal20 13 in the Consolidated 
Statements ofNet Earnings and Comprehensive Income. 
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On March 2, 2012, the Company entered into an agreement to surrender and terminate early the operating leases on three properties: 
Vancouver Pacific Centre, Ch inook Centre (Calgary) and Rideau Centre (Otta\va). The Company \\as a long-term and important 
anchor tenant in the three prope11ies. and the landlord approached the Company with a proposal to terminate early the three leases 
and vacate the premises in exchange for $170.0 million. The payment represented the amount the landlord \\·as willing to pay for 
the right to redevelop the property based upon their analysis of the potential returns from redevelopment. 

On the closing date. April 20, 2012, the Company received cash proceeds of $170.0 million for the surrender of the three leases, 
resulting in a pre-tax gain of$164.3 million, net oflegal costs and the de-recognition of leasehold improvements of$5.7 million . 
The Company exited all three prope11ies on October 31, 2012 and has no further financial obligation related to the transaction. 

On June 20,2012, the Company entered an agreement to surrender and terminate early the operating lease on its Deerfoot(Calgary) 
property. The landlord approached the Company with a proposal to terminate early the lease in exchange for cash proceeds of 
$5.0 million. subject to certain closing conditions, on the closing date of October 26. 2012. In Fiscal 2010, the Company incurred 
an impairment loss of$2.9 million relating to the property. plant and equipment at its Deerfoot property. As a result of the agreement 
and expected proceeds, the Company recorded an impairment loss reversal (net of accumu lated amortization) of $2.1 million in 
··Selling, administrative and other expenses'·. On the closing date of October 26. 2012. the Company vacated the property and 
received cash proceeds of $5.0 million. resulting in a pre-tax gain of $2 .8 million. net of legal costs and the de-recognition of 
leasehold improvements and furniture and fixtures of$2.2 million. The Company has no fw1her financial obligation related to the 
transaction. 

29. Assets classified as held for sale 

On October 29. 2013, the Company announced the future closure of one of its RLC. The RLC including the adjacent vacant 
property. which are owned by the Company. is being marketed for sale and if a buyer is identified that will purchase the RLC at 
a price acceptable to the Company, then the RLC will be sold . This process has been approved by senior management of the 
Company, and based on these factors. the Company has concluded that the sale is high ly probable. 

(in CAD millions) 

Property, plant and equipment 

Investment property 

Assets classified as held for sale 

$ 

$ 

As at 
Feb.-ua.-y I, 2014 

10.9 

2.4 

13.3 

The carrying value of property. plant and equipment and investment property of the RLC held for sale was higher than the estimated 
fair value less costs to sell and. as a result. the Company recognized an impairment loss of$16.5 million. This amount is included 
in the $27.7 million of impairment (reversals) losses in the property. plant and equipment continuity in Note 9. The Company 
determined fair value by engaging an independent qualified third party appraiser to conduct an appraisal of its RLC land and 
building properties. The valuation method used to determine fair value was the direct sales comparison approach. Impairment 
losses are included in ··Selling. administrative and other expenses·· in the Consolidated Statements of Net Earnings and 
Comprehensive Income. 

The operations of the RLC is not presented as discontinued operations on the Consolidated Statement of Net Earnings and 
Comprehensive Income as they do not represent a separate geographical area of operations or a separate major line of business. 

30. Sale of Cantrex Group Inc. ("Cantrex") 

On Apri l 24. 20 I 2. the Company entered an agreement to sell the operations of its subsidiary. Cantrex. to Nationwide Marketing 
Group. LLC for $3.5 million. equal to the net carrying amount of specified Cantrex assets and liabilities. On April 29. 20 I 2. the 
Company received the proceeds on the sale. de-recognized the assets and liabilities sold and recorded a gain on sale of nil. 
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31. Related party transactions 

The immediate parent of the Company is Sears Holdings. The ultimate controlling pmty of the Company is ESL Investments, Inc. 
(incorporated in the U.S. in the state of Florida) through Sears Holdings. The Company also has interests in joint aJTangements, 
as described in Note I I. 

Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated 
on consolidation and are not disclosed in this note. Details of transactions between the Company and other related pa1ties are 
disclosed below. 

31.1 Trading transactions 

During the current and prior fiscal year, the Company entered into the following trading transactions with related pmties: 

2013 

Pm·chase Services Purchase 
(in CAD miflions) of goods received Other Total of goods 

Sears Holdings Corporation $ $ 4.5 $ 0.4 $ 4.9 $ 
Real estate joint arrangements 3.9 3.9 
Total related party transactions $ $ 8.4 $ 0.4 $ 8.8 $ 

The following balances were outstanding as at the end of the fiscal year: 

(in CAD miff ions) 

Sears Holdings Corporation $ 

(in CAD miflions) 

Sears Holdings Corporation $ 

As at 
February I, 2014 

As at 
February I, 2014 

$ 

0.4 $ 

2012 

Services 
received Other Total 

$ 5.0 $ 0.2 $ 5.2 

4.5 4.5 

$ 9.5 $ 0.2 $ 9.7 

Amounts receivable from related parties 

As at 
February 2. 2013 

0.3 $ 

As at 
January 28.2012 

0.1 

Amounts payable to related parties 

As at 
Febmary 2. 2013 

0.7 $ 

As at 
January 28. 2012 

0.6 

The related party transactions with Sears Holdings are in the ordinary course of business for shared merchandise purchasing 
services. These transactions were recorded either at fair market value or the exchange amount. which was established and agreed 
to by the related parties. These balances are included in --Accounts payable and accrued liabilities'' and ''Accounts receivable. net'" 
in the Consolidated Statements of Financial Position. 

The related pmty transactions with the various real estatejointarrangements represent lease payments tor the Ieaseofthe Company's 
stores. These transactions were recorded either at fair market value or the exchange amount which was established and agreed to 
by the related parties. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has 
been recognized in the current or prior fiscal periods for bad or doubtful debts in respect of the amounts owed by related parties. 

The Company's Audit Committee is responsible tor pre-approving all related party transactions that have a value greater than$ I .0 
million. 
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32. Key management personnel compensation 

Key management personnel are those individuals having the authority and responsibility for planning, directing and controlling 
the activities of the Company. The Company considers the Board of Directors and the following former and current members of 
senior management to be key management personnel: 

Former President and Chief Executive Officer; 
President and Chief Executive Officer: 
Executive Vice-President and Chief Financial Officer: 
Former Executive Vice-President, Financial Services: 
Former Senior Vice-President & Chief Information Officer; 
Former Senior Vice President General Merchandise Manager, Accessories Merchandising; 
Fonner Senior Vice President General Merchandise Manager, Apparel Merchandising; 
Former Senior Vice-President Home & Hardlines: 
Former Senior Vice-President Marketing; 
Former Senior Vice-President Human Resources; 
Executive Vice-President Chief Operating Officer and General Counsel: 
Former Senior Vice-President Retail Stores; 
Senior Vice President Home & Hardlines and Strategic Initiatives 
Senior Vice President Human Resources: 
Senior Vice President, Apparel and Accessories; 
Former Senior Vice President Logistics and Supply Chain; 
Interim Senior Vice President Retail Stores; and 
Interim Senior Vice President. Direct. 

Key management personnel compensation was as follows: 

(in CAD millions) 

Salaries and perquisites 

Annual incentive plans and other bonuses 

Pensions 

Termination benefits 

Total key management personnel compensation 

33. Net earnings per share 

$ 

$ 

2013 

8.1 $ 

1.2 

0.1 
1.3 

10.7 $ 

A reconciliation of the number of shares used in the net earnings per share calculation is as follows: 

(Number of shares; 

Weighted average number of shares per basic net earnings per share 
calculation 

Effect of dilutive instruments outstanding 

Weighted average number of shares per diluted net earnings per share 
calculation 

2013 

101,877,662 

1 01 ,877,662 

2012 

7.4 

0.9 

0.1 

0.9 

9.3 

2012 

102,078,477 

102,078,477 

.. Net earnings .. as disclosed in the Consolidated Statements ofNet Earnings and Comprehensive Income was used as the numerator 
in calculating the basic and diluted net earnings per share. For the fiscal year ended February I, 2014. there were no outstanding 
options to exclude from the calculation of diluted net earnings per share. For the fiscal year ended February 2. 2013. 5.440 
outstanding options were excluded from the calculation of diluted net earnings per share as they were anti-dilutive. 

104 

136 



34. Changes in non-cash working capital balances 

Cash generated tl·om (used for) non-cash working capital balances were comprised of the following: 

(in CAD millions) 

Accounts receivable. net $ 

Inventories 

Prepaid expenses 

Accounts payable and accrued liabilities 

Deferred re\·enue 

Provisions 

Income and other taxes payable and recm erable 

Effect of foreign exchange rates 

Cash generated from (used for) non-cash working capital balances $ 

35. Changes in long-term assets and liabilities 

Cash (used for) generated from long-term assets and liabilities were comprised of the following: 

(in CAD millions) 

Other long-term assets 

Other long-term liabilities 

Other 

Cash (used for) generated from long-term assets and liabilities 

36. Burnaby arrangement 

$ 

$ 

2012 
2013 (Note 225) 

(6.6) $ 36.4 

76.8 (27.5) 

4.8 (0.7) 

(52.6) (86.9) 

(1 0.1) (10.2) 

43.1 1.5 

19.5 (35.5) 

(1.6) 

73.3 $ (122.9) 

2012 
2013 (Note 225) 

7.0 $ 23 .1 

(14.9) ( 1.0) 

0.3 II. I 

(7.6) $ 33.2 

On October II. 2013. the Company announced that it entered into a binding agreement with Concord Pacific Group of Companies 
("Concord'') to pursue the development of nine acres of the Company's property on and adjacent to the Company's store located 
at the Metropolis at Metrotown in Burnaby. British Columbia (the "ProjecC'). Closing under the agreement is contingent upon 
obtaining the approval hom the City of Burnaby for the Project. which is expected to occur over an extended period of time. 

This agreement contemplates the sale of a 50% interest in the site for a value ofapproximately $140.0 million subject to adjustments. 
and the retention of Concord on customary terms to manage the development. $15.0 million of the purchase price is to be paid in 
cash on closing, with the balance represented by an interest-fl·ee long term note secured by Concord's 50% interest in the property. 
the principal of which is expected to be repaid out of cash 1low generated t!·om the Project over time. It is contemplated that this 
note will be subordinated to other debt financing expected to be raised and used to develop the Project. The note wi ll be guaranteed 
by a Concord aftiliate. Following the sale of the 50% interest. it is contemplated that the parties will enter into a co-ownership 
arrangement. Ifthird party debt financing cannot be obtained. Concord will be responsible tor providing debt financing to develop 
the Project (which would. with certain exceptions. be subordinated to the long-term note held by the Company). The estimated 
cost to full y develop and build out the Project as contemplated is currently in excess of $1.0 billion. Completion ofthe Project as 
contemplated is subject to strategic considerations. including. but not limited to. potential shifts in the Canadian economy and the 
condition of the real estate market now and in the futu re. 

In January 2014. in conjunction\\ ith Concord obtaining financing to develop the Project. Sears entered into a demand mortgage 
tor $25.0 mi ll ion. secured by the Project property. Interest on drawings under the mortgage is determined based on the prime rate 
plus a spread. and is due monthly. As at Februar) I. 2014. the Company had no borrowings on the mortgage. In January 2014. 
Concord entered into a demand loan agreement tor $20.0 million. The loan is guaranteed by Concord's parent company. One West 
Holdings Ltd .. and the Company's undrmm $25.0 million mortgage has been pledged as collateral. As at February I. 20 I 4. Concord 
had borrowed $I 2.6 million against the available demand loan. 

37. Approval of consolidated financial statements 

The consolidated financial statements \Yere approYed by Board of Directors and authorized for issue on March I 3. 2014. 
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CORPORATE INFORMATION 

Head Office 

Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B 2C3 

Website:w\vw.sears.ca 
E-mail:home@sears.ca 

For more information about the Company, or for 
additional copies of the Annual Report, write to the 
Corporate Communications Department at the Head 
Office of Sears Canada Inc., or call 416-941-4428. 

The Company's regulatory filings can be found on the 
SEDAR website at www.sedar.com and on the U.S. 
Securities Exchange Commission (SEC) website at 
www.sec.gov. 

Stock Exchange Listing 

Toronto Stock Exchange 
Trading symbol: SCC 

Transfer Agent and Registrar 

CST Trust Company 
P.O. Box 700, Station B 
MontreaL Quebec 
H3B 3K3 

Answerline: 

Fax: 
Website: 
E-Mail: 

416-682-3860 
1-800-387-0825 
1-888-249-6189 
ww\v.canstockta.com 
inguiries@canstockta.com 

Annual and Special Meeting 

The Annual and Special Meeting of the Shareholders 
of Sears Canada Inc. will be held on Thursday, April 
24. 2014 at 8:00 a.m. in Room 581. Fifth floor. 290 
Yo.nge Street, Toronto, Ontario Canada. · 

Edition fran~aise du Rapport annuel 

On peut se procurer I' edition fran<;aise de ce rappoti en 
ecrivant au:. 

Service national des communications 
Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B 2C3 

Pour obtenir de plus amples renseignements au sujet 
de Ia Societe ou pour obtenir des exemplaires 
supplementaires du rapport annueL veuillez ecrire au 
service national des Communications au siege social 
de Sears Canada Inc., ou composez le 416-941-4428. 

Les depots reglementaires de Ia Societe se trouvent sur 
le site Web de SEDAR a l'adresse ww\\.sedar.com et 
sur Ie site Web sJe Ia Securities Exchange Commission 
( (( SEC )) ) des Etats-Unis a l'adresse \V\\ W.SCC.I/.0\'. 

107 

139 



This page intentionally left blank 

108 

140 



This page intentionally left blank 

109 

141 



This page intentionally left blank 

110 

142 



This page intentionally left blank 

Ill 

143 



This page intentionally left blank 

112 

144 



Sears· 
........... ................... 
M8H88V8Rl:J 
D8l:J8 
GR88TD8l:J. 



Sears· 
MaHeeveRI:I 
oa1:1a 
GRBaTDal:l. 



2/23/2018 SEC FORM 13F-H R 

The Securities and Exchange Commission has not necessarily reviewed the information in this filing and has 
not determined if it is accurate and complete. 

The reader should not assume that the information is accurate and complete. 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION I OMB APPROVAL 
Washington, D.C. 20549 OMB Number: 3235-0006 

FORM 13F 
Expires: 

Oct 31, 
2018 

FORM 13F COVER PAGE 
Estimated average burden 

Report for the Calendar Year or Quarter Ended: 12-3 1-20 14 

Check here if Amendment 0 Amendment Number: 

This Amendment (Check only one.): 0 is a restatement. 

0 adds new holdings entries. 

Institutional Investment Manager Filing this Report: 

Name: 

Address : 

Form 13F File 
Number: 

RBS Pa1tners. L.P. 

1170 Kane Concourse 

Suite200 

Ba: 11arbor Island s, FL 33154 

028-026 10 

hours per 
respon se: 

23.8 

The institutional investment manager filing this report and the person by whom it is signed hereby represent that 
the person signing the report is authorized to submit it, that all information contained herein is true, correct and 
complete, and that it is understood that all required items, statements, schedules, lists, and tables, are considered 
integral parts of this form . 

Person Signing this Report on Behalf of Reporting Manager: 

Name: 

Title: 

Phone: 

EdiHll'd S. Lampert 

Chiei'Exccutil e Olliccr oi'the Genera l Partner 

(305 l 702-2 I 00 

Signature, Place, and Date of Signing: 

! sf Ed11ard S. Lumpe11 

[Signature] 

Bn) Harbor. I·L 02-17-20 15 

[City, State] [Date] 

Report Type (Check only one.): 

BJ13F HOLDINGS REPORT. (Check here if all holdings of this reporting manager are reported in this report.) 

D 13F NOTICE. (Check here if no holdings reported are in this report, and all holdings are reported by other reporting 
manager(s).) 

n 
https://www.sec.gov/Archives/edgar /data/860585/000095012315003292/xsl Form 13F _)(01/pri mary _doc.xm I 

147 

I 

1/2 



2/23/2018 SEC FORM 13F-HR 

U 13F COMBINATION REPORT. (Check here if a portion of the holdings for this reporting manager are reported in this 
report and a portion are reported by other reporting manager(s).) 

Report Summary: 

Number of Other Included 
Managers: 

Form 13F Information Table Entry 
Total: 

Form 13F Information Table Value 
Total: 

List of Other Included Managers: 

Form 13F Summary Page 

12 

2.21 1.2 77 

(thousands) 

Provide a numbered list of the name(s) and Form 13F file number(s) of all institutional investment managers with respect to 
which this report is filed, other than the manager filing this report. 

[If there are no entries in this list, state "NONE" and omit the column headings and list entries.] 

Form 13F 
No. File Name 

Number 

028 - 114 70 ESL Ill\ estment s. In c . 

https://www.sec.gov/Archives/edgar/data/860585/000095012315003292/xs1Form13F _X01/primary_doc.xml 

148 

2/2 



2/23/2018 SEC FORM 13-F Information Table 149 

The Securities and Exchange Commission has not necessarily reviewed the information in this filing and has not 
determined if it is accurate and complete. 

The reader should not assume that the information is accurate and complete. 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION I OMS APPROVAL I 
Washington, D.C. 20549 

OMB Number: 3235-0006 1 
FORM 13F Expires: Oct 31 , 2018 

Estimated average burden 

FORM 13F INFORMATION TABLE hours per 
response· 23.8 

--- --- -· 

COLUMN 1 
COLUMN COLUMN 3 COLUMN 

COLUMN 5 COLUMN 6 COLUMN 7 COLUMN 8 
2 4 

VALUE SHRS OR SH/ PUT/ INVESTMENT OTHER VOTING AUTHORITY 

NAME OF 
TITLE 

ISSUER 
OF CUSIP (x$1000) PRN AMT PRN CALL DISCRETION MANAGER SOLE SHARED NONE 
CLASS 

AUTONATION 
COM 05329WI 02 ~27.-! 1 3 8.730.562 SH SOLE 0 8.730.562 0 0 

INC 

AlJTONATION 
COM 05329\\' 1 02 275 -US-I SH DFND -1 .55-1 () 0 

INC 

GAP INC DEL COM 36-1760 108 12.539 297.779 SH SOli- () 297.779 0 0 

INTERNATIONAL 
Bl i ~INI- SS COM -159100101 3-1.752 2 16.605 SH SOLE () 216.605 (] () 

MAC !IS 

LANDS L i'<D INC 
COM 51509F105 -128.939 7.9-19.202 Sll SOLI:-. () 7.9-19.202 0 () 

NEW 

LANDS 1-ND INC 
COM 51509F I 05 178 3.30 I <;II DFND 3.30 I () () 

NE\\ 

SEARS CDA INC COM 8123-11)109 270.008 28.096.581 Sf! SOl 1: () 28.096.581 0 () 

<;cAR~ CI)A IN<. <.OM 8123..JD I 09 85 8.822 Sll DFND 8.822 () 0 

SEARS Ill DGS 
COM 812350 106 871.572 26.-127.29) Sll SOl I: 0 26.427.295 () () 

COR I' 

SEARS HLDCiS 
COM 8 12350106 362 10.977 Sll DFND 10.977 0 () 

CORP . 

SEARS 
HOMETOWN & COM 8 12362 10 1 65.121 -1.952.151 SH SOLI· 0 -1.952.151 (] 0 
OLITI.E"f STOR 

SEARS 
HOM E:TOWN & COM 8 12362101 

, , 
2.506 Sl! DFND 2.506 () () ~"! .") 

Olll LE"I STOR 

https://www.sec.gov/Archives/edgar/data/860585/000095012315003292/xs1Form13F _X01/form13flnfoTable.xml 1/1 





A little over a year ago, we set our 
company upon a different course. 
We are now emboldened by a great 
and simple purpose: to make every 
day a great day for our customers. 
The more we matter to those who 
matter most to our business, the 
more valuable our business will be. 
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Financial Highlights 

Unless otherwise noted, 2012 results reflect a 53-week period while 20 II results reflect a 52-week period. 

(in CAD millions. except per share amounts) 

Total revenue 

Same store sales(%)* 

Adjusted EBJTDA* 

Net earnings (loss) 

Cash and cash equivalents 

Working capital 

Inventories 

Total assets 

Total long-term obligations, including 
principal payments on long-term 
obligations due within one year 

Shareholders' equity 

Per share of capital stock 

Basic net earnings (loss) 

Diluted net earnings (loss) 

Shareholders' equity 

$ 

$ 

$ 

$ 

$ 

Fiscal2012 
4,300.7 

(5.6)% 

47.0 
101.2 

As at 
February 2, 2013 

237.0 

415.3 
851.4 

2,479.1 

36.1 
1,076.4 

As at 
February 2, 2013 

0.99 

0.99 
10.57 

Fiscal 2011 

$ 4,619.3 

(7.5)% 

124.0 

(50.3) 

As at 
January 28, 2012 

$ 397.4 

471.0 

823.9 

2,730.7 

122.7 

1,092.0 

As at 
January 28,2012 

$ (0.48) 

$ (0.48) 

$ 10.63 

*Same store sales and Adjusted EBITDA are operating pei.formance and non-lmemational Financial Reporting Standards ("/FRS") measures. 
respecth·ez1·. See Section I.e. ""Use ofNon-IFRS Measures. /vleasures of Operating Pei.formcmce, and Reconciliation ofNet Eamings (Loss) to 
Adjusted EBITDA ... 

Revenue was $4,300.7million for the 53-week period ended February 2, 2013 ("Fiscal20 12") compared to $4,619.3 
million for the 52-week period ended January 28,2012 ("Fiscal2011 "),a decrease of6.9%. The decrease is primarily 
attributable to sales declines in Craftsman'K, electronics, bedroom and bath, women's apparel, and menswear 
categories, partially offset by higher revenue from major appliances. In addition, the decrease in revenues is partially 
attributable to the closure of 4 Full-Line stores during Fiscal 2012 and the sale of Cantrex Group Inc. ("Cantrex") 
during the second quat1er of 2012. 

Revenue was approximately $25.5 million lower as a result of the closure of 4 Full-Line stores during Fiscal 2012. 
Revenue was also positively impacted by approximately $38.3 million due to the 53rd week in Fiscal 2012. 

Same store sales decreased 5.6% compared to Fiscal 20 II. Same store sales is a measure of operating performance 
used by management, the retail industry and investors to compare retail operations, excluding the impact of store 
openings and closures. See Section I.e. ''Use of Non- I FRS Measures, Measures of Operating Performance and 
Reconciliation ofNet Earnings (Loss) to Adjusted EBITDA." 
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Gross margin rate was 36.1% for Fiscal 2012 compared to 36.5% in Fiscal 2011. In Fiscal 2011 there was a one
time inventory charge, relating to planned disposition of excess inventory. The Fiscal20·11 gross margin rate excluding 
the one-time inventory charge was 37.4%. The decrease in the gross margin rate in Fiscal 2012 compared to Fiscal 
2011 was due primarily to reduced margin in fitness and recreation, Corbeil Electique Inc. ("Corbeil"), children's 
wear,jewelery, accessories and luggage and footvvear categories. 

Fiscal 2012 Adjusted EBITDA was $47.0 million compared to $124.0 million for Fiscal 2011. Adjusted EBITDA 
is a non-lFRS measure. See Section I.e. "Use of Non-IFRS Measures, Measures of Operating Performance and 
Reconciliation of Net Earnings (Loss) to Adjusted EBITDA" regarding the use of non-IFRS measures and an 
explanation of components of Adjusted EBITDA for respective periods. 

Basic net earnings per common share was $0.99 in Fiscal2012 compared to a basic net loss per common share of 
$0.48 for Fiscal 20 II. 

Total cash and cash equivalents was $237.0 million as at February 2, 2013 compared to $397.4 million as at 
January 28, 2012. The decrease of$160.4 million was primarily due to repayment oflong-term obligations of$142.3 
million, $101.9 million in dividend payments during the latter part ofFiscal20 12, and the purchase of$97.5 million 
in property, plant and equipment and intangible assets, pmtially offset by $175.0 million in proceeds fi·om lease 
terminations received during Fiscal 2012, and the net proceeds received of $38.3 million from the sale of the 
Company's interest in Medicine Hat Mall at the end of Fiscal 2012. 
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Letter to Our Shareholders 

A message from Calvin McDonald, President and Chief Executive Officer 

Sears Canada is concluding the first full year of our Transformation plan. The three-year plan is 
centered on re-establishing the business and carrying out strategies designed to trade ourselves out 
of what we traded ourselves into over a period of several years. Our focus in 20 12 was to get the 
basics, executing on fundamentals and reconnecting with customers in a significant way. 

In delivering against our Vision of creating lifelong relationships built on trust and our Mission 
centered on working for Canadian families, we established several initiatives during the year. These 
were positioned to get at basics and build our foundation for the future. 

Since we launched the Transformation, we have consistently used the Formula for Growth, expressed 
as five components, as our foundation for improvement: 
1. Build the Core 
2. Be Customer Driven and Marketing Led 
3. Get Value Right 
4. Operate the Best Formats 
5. Organize the Right Talent and Create a Winning Attitude 

The unique initiatives we introduced this year are spread across these five strategic pillars and linked 
by two common themes: improve our product and change our behaviour. 

With this fi·amework in mind, here are some ofthe accomplishments we saw in 2012 as we moved 
forward to strengthen Sears relationship with Canadian consumers. 

Build the Core 

This pillar of the Formula for Growth is our focus on core competencies. We must protect and build 
market share in the categories where we can win by promoting our unrivaled blend of authoritative 
ass01tment, unique services and exclusive brands. Our goal is to deliver consistently across these 
categories and be Canadians' retailer of choice for their needs ... head to toe, wall to wall, for self, 
family and home. 

Some oft he accomplishments with;n Build the Core 1<vere: 
The establishment of our Hero shops: We cannot be all things to all customers. so we identified 
categories where Canadians will give us strong consideration because of our established 
position in the marketplace such as Major Appliances, Mattresses, Kids, Women's Dresses, 
Men's Dresswear, and Kitchen. We need to suppo1i these categories and present them to 
Canadians effectively. A big piece of the work that lies ahead of us is to turn dollar share into 
share of mind; this way, customers can be advocates for Sears in these important categories. 
An increase in same store sales for our apparel business in the foUiih qua1ter of 2012 for the 
first time in eight qumiers was a positive result of the work we have been doing on building 
the core; 
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• The full execution of our aggressive ''attack plan" for both major appliances and mattresses: 
This included uplifted advertising, associate training, innovative financing programs and 
'after-sale' service enhancements. Sears considers itself a leader in these categories and is 
determined to maintain its market leading position; 

• The launch of"The Baby's Room" in June, a full-service headquarters for baby products and 
nursery equipment: We introduced new products, new brands, updated signing and a reflow 
of the floor plan. Young families are a key target market, and our aim is to attract new parents 
to Sears and conve11 them to loyal shoppers for life. We have achieved monthly double-digit 
sales increases on average since we launched, a strong signal that we're resonating with 
customers in a meaningful way; and 

• Establishing strategic alliances: In January 2013 we joined with Buffalo International Inc. to 
design and build Sears private brand of denim based apparel, Nevada. The Aldo Group will 
be working with us in a similar fashion for men's and women's private brand Attitude and 
Nevada footwear, as well as the Jessica brand for women. We also teamed up with SHS 
Services Management Inc. to manage and operate our installed home services business. These 
are organizations that have the capacity and desire to work with Sears, and who can execute 
better on the sourcing end using our expertise and capability on the distribution and brand 
reputation end. Our approach is to align with companies that can provide immediate credibility 
and continuity to our brands and services. 

We will continue to assess our strengths and core competencies and evolve the business model 
as appropriate to strengthen Sears position in the marketplace. 

Be Customer Driven and Marketing Led 

We need to be focused on our customers who come from all walks of life and demographic profiles. 
Taking into account the breadth of product in our Hero shops and our market share, it follows that 
we already attract a broad range of Canadian consumers, and many ofthem have a Sears Financial 
Credit Card. Our oppoiiunity is to utilize this information to be more targeted in our marketing, 
conveii in-store traffic into transactions and change the perception of our brand. This pillar is about 
using the information customers share with us to make their shopping experience with Sears more 
effective and more likely to result in lifelong relationships. 

Some olthe accomplishments within Be Customer Driven and Marketing Led were: 
• The relaunch of the Sears brand under the statement "Make Every Day a Great Day": Over 

half a million views of our Holiday-timed video-commercial was an early and encouraging 
sign that Canadians are responding positively to the changes we are making and the Company 
we are trying to become. Every day being a great day is what we want our customers to 
experience as a result of using our products and services; 
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The seasonal publication of the LOOK! report: Four editions were distributed in 2012-
Spring, Summer, Fall and Holiday - highlighting the season's fashion trends with handy tips 
from our trend directors aimed at establishing Sears as a trusted resource to customers looking 
for style and product tips along with great fashion. Our Buyers vie to get their items selected 
for the LOOK! report and the friendly competition has resulted in a high quality publication 
featuring the best ofthe season. The LOOK! report has produced check out rates of advertised 
merchandise at three times the average of other promotional vehicles; 

The creation of meaningful events that fulfill the occasion-based needs of our customers: The 
Great Canadian Coat Sale in the fall, the Little Black Dress Event for Holiday, the Shape Your 
Shape Event in January for fitness - these are important time fi·ames for our customers and 
Sears responded with meaningful assortments and in-store presence to demonstrate leadership 
in product and marketing. These events increased customer consideration of Sears for key 
lines like apparel and helped us acquire new customers; and 

The delivery ofour60111 Wish Book: Since 1953 Canadian households have marked the coming 
of the Christmas Season with the aiTival of the Wish Book and this year's version did not 
disappoint, garnering orders from some 600,000 unique households. During 2013, we will 
celebrate our 60111 anniversary and invite customers to join in the celebration on various 
occasions. 

Get Value Right 

We believe Value is more than price. It is a blend of price, quality and the service that customers 
experience when they shop at Sears, and our value proposition holds a unique place within the 
Canadian marketplace. Throughout the year, we introduced initiatives that helped to strengthen all 
three components of our value equation. 

Some oft he accomplishments within Get Value Right were: 
• The "Over 5,000 new lower prices" initiative was a campaign to effectively convey our 

approach to pricing: Sears is a promotional business, and we will continue to have sale prices 
that Canadians desire. We focused on striking a balance among three principles: being 
competitive at all times on highly identifiable and often-purchased items, building line 
structures that provide a good-better-best range of product, and having realistic regular prices 
that customers can believe; 

The introduction of Sears "Canada's Best" seal of approval: An item reflecting the highest 
standards of quality. style and innovation. at surprising prices. The items are labelled with 
special product tags and suppoiied by informative marketing so that customers know they 
are buying the very best available when they buy a product identified as "Canada's Best" and 
still getting the value they expect fi·om Sears; 

The expansion of our Price Protection guarantee for big-ticket items: We want to ensure that 
customers can shop us with confidence for larger purchases, so we extended our 60-day Price 
Protection Plus guarantee on major appliances to match any competitor 90 days after a Sears 
purchase and we also introduced an industry leading 365-day sleep guarantee for mattresses 
so customers feel comf01iable with this long-term investment; 
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• The re-affirmation, in May, of the Company's commitment to customer service with a renewed 
customer promise: The Company invested in over 100,000 hours of hands-on training 
nationwide touching every store associate on expectations. Unfriendly policies were replaced 
with practices that customers would expect fi·om Sears including an updated returns policy 
that allows 90 days for a return to be made on most products using a Sears credit card; and 

The introduction of the Gold Badge program, which recognizes individual store customer 
service excellence: Each store is rated based on feedback from customers who have 
specifically shopped in that store. Stores must achieve a rating of9 or 10 on all questions by 
at least 73% of customers who filled out a survey. If they achieve this, every associate gets 
to wear a gold-coloured badge for the ensuing year as a visible sign of their accomplishment. 
Fifteen stores achieved this highly coveted symbol of recognition in 2012. 

Operate the Best Formats 

A competitive advantage for Sears is our ability to trade through multiple formats operating in many 
different sizes of communities. Operating the best formats is focused on aligning our category 
strengths with the market and creating more value from our trading strategies with retail concepts 
that align to customer needs. · 

Some ofthe accomplishments within Operate the Best Formats were: 
The complete refresh of eight full-line stores in 2012: Our goal was to create a stage for 
product which we accomplished by focusing on four components: showcasing our hero 
categories, conducting a substantial merchandise re-mix, creating centres of interest where 
we could promote events with authority, and paying special attention to the basics business 
so customers can count on Sears every time they visit to be in stock of the most wanted items. 
The stores are performing well above comparable stores in both sales and gross profit and 
Apparel is outperforming our other businesses reinforcing our decision to make significant 
enhancements to the visual presentation in that area; 

• The unveiling of a brand new relocated 78,000 square foot state-of-the-art Sears Home store 
at Ottawa's Pinecrest shopping centre: The store has significantly improved its sales and 
features 54 mattress sets, our largest, and 475 major appliances, compared to 300 in an average 
store. Associates are equipped with tablets so they can find additional product information 
for customers and verify any competing offers in the marketplace; 

The establishment of Sears wholly-owned subsidiary Corbeil Appliances in the Greater 
Toronto area: This successful, Quebec-based chain, previously unknown in this area, brought 
a mid-to-high level of appliances to Vaughan, Richmond Hill, Mississauga and Burlington 
and introduced southern Ontario to an appliance specialist with kitchen renovation capability; 

• The investment in our website, Sears.ca: We made the site easier to navigate, increased the 
functionality, improved searching capability and redesigned the home page. We made Direct 
oUI· Toy headquarters this year by reallocating the Toy department space in retail to The Baby's 
Room, and directing Toy customers with effective in-store presentations to sears.ca where 
the Direct channel enjoyed a significant increase in business as a result; and 
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• Identifying opportunities for non-strategic businesses and assets: During 2012, the Company 
vacated four full-line stores, surrendering early its leases on two stores in Calgary and one 
each in Vancouver and Ottawa. This was an opp011unity for Sears that was based on leaving 
locations that did not trade to our strengths as a retailer, and that also provided financial 
consideration that would have taken a substantially long time to generate had we kept operating 
them as we were. 

We constantly review our businesses and assets and will continue to act on those that are no 
longer strategic for Sears and where we can help Sears to be more profitable in the long term. 
We need to be operating in formats and locations where we can trade most effectively. 

Organize the Right Talent and Create a Winning Attitude 

Organizing talent compels us to address structure, breaking down silos, fixing bad processes, and 
putting in place efficient models designed to increase productivity. Creating a winning attitude speaks 
to culture ... changing our behaviour, thinking differently, and putting in place plans and initiatives 
that let the organization believe in success, exude confidence and adopt the retail swagger prevalent 
in winning organizations. 

Some o(the accomplishments within Organize the Right Talent and Create a Winning Attitude were: 
• The open communication channels that have been established between the retail supp011 centre 

and individual associates: An online idea sharing forum, a regular blog from me, a recognition 
program called WOW that allows for accolades of exceptional actions to be called out, and 
a cross-functional Associate Advisory Council have all been avenues through which associates 
can provide input into how improvements can be made enterprise-wide for optimal results; 

• The first graduating "class" of the Sears Future Leaders program: This concentrated 
development program selects 24 candidates each term fi·om within Sears and externally who 
want to establish a career in retailing blending hands-on experience with a formal sharing of 
knowledge and skills ofthe retail industry; 

The strengthening ofthe Executive Leadership Team: In addition to some changes within our 
merchandising, marketing and operational leaders with a focus on action and results, of 
particular note is the appointment of Doug Campbell to Executive Vice-President and Chief 
Operating Officer overseeing various operational functions and efficiency improvements 
across the organization; and 

Right-sizing the organization: As we continue to make improvements in efficiencies, we must 
maintain an organizational structure that reflects best of breed without compromising 
customer service. At the end of fiscal 2012, we reduced our staff count by 700 associates, 
mostly fi·om logistics and non customer-facing store roles. The organization needs to remain 
competitive within an industry that is increasing its pace and responsiveness capacity. 

We will continue to review our business as processes are improved and ensure we have an 
allocation of resources that properly supports the organization as it evolves. 
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In 2012. ow· job was to get the basics ... reestablish the fundamentals needed to operate a successful 
retail business. We rebalanced prices, we brought in sound customer service policies, we identified 
our "core" Hero categories and put resources behind them, we restructured buying and store operations 
teams, we defined what a Sears depa1tment store and Sears Home store should look like, we began 
to change behaviour, and we stmted to install a high-performing management team that can lead an 
organization of 29,000 through a transformation of significant propmtion. 

These were fundamental accomplishments, and we needed to do this to establish our retail rhythm. 
In 2013, we will focus on maintaining that retail rhythm, living it, and gaining momentum. While 
there are some external factors that can impact our business, there is much within our control that 
we can do to improve our performance. "Control the Controllables" is an internal theme that we are 
spreading across the enterprise. In tough times, great retailers find a way. Sears needs to act differently 
and stmt to achieve different results. 

Sears Canada celebrates its 60111 anniversary in 2013. We issued our inaugural catalogue in early 
1953: the Spring and Summer catalogue of that year. A few months later, on September 17, we 
opened our first store in Stratford, Ontario. Since then, the Company has become one of Canada's 
major retailers with operations coast to coast, boasting a powerful brand and coveted reputation. 

But it's a different landscape in 2013 than it was six decades ago. Sears cannot rely on its 
accomplishments ofthe past to be successful. Today, our customers have a lot of choice, some of it 
close by and reachable from their homes and some of it across the world and reachable by a click of 
their keyboard. We need to respond and, as a merchant, this is centered around changing our product 
and changing our behaviour. 

Our aim is to have the products and services customers receive from Sears help make every day a 
great day for them. That is relevance. And that is how much a part of their lives we need to be. The 
foundation built over 60 years can help us, but it can't sustain us. We need to be top of mind in the 
minds of Canadians for the lines of products in which we trade, and the Transformation we have 
begun is the route that can help us get there successfully. 

· I wish to acknowledge associates, past and present, who, over six decades, have provided Sears with 
a level of dedication and commitment that is needed to form and operate a Company of our 
significance, and I look forward to working with the team in place today to take us to the next level 
and journey through the Transformation of Sears Canada. 

Sincerely, 

Calvin McDonald, 
President and Chief Executive Officer 
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Five Year Summary IFRS !FRS I FRS CGAAP CGAAP CGAAP 

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 
20l2A 2011\ 2010" 2010B 2009' 20081J 

Results for the year (in CAD millions) 

Total revenue s 4,300.7 $ 4.619.3 $ 4.938.5 $ 4.957.8 $ 5.200.6 $ 5.733.2 

Depreciation and amortization 113.3 114.9 123.6 104.6 117.4 126.9 

Earnings (Loss) before income taxes 114.2 (56.9) 187.1 219.8 347.6 422.0 

Income tax (expense) recovery (13.0) 6.6 (62.1) (70.0) (112.9) (131.3) 

Net earnings (loss) 101.2 (50.3) 125.0 149.8 234.7 290.7 

Dividends declared 101.9 753.4 753.4 

Capital expenditures£ 97.5 84.3 60.0 62.4 65.7 97.1 

Year end position (in CAD millions) 

Accounts receivable, net $ 76.2 $ 116.2 $ 144.0 $ 143.2 $ 131.1 $ 138.7 

InventoriesF 851.4 823.9 953.2 953.2 852.3 968.3 

Property, plant and equipment 840.0 872.0 900.7 577.4 620.2 696.0 

Total assets 2,479.1 2.730.7 2.907.5 2 .. 509.8 3,404.8 3.237.3 

Working capital 415.3 471.0 536.9 610.6 1.114.7 1.148.8 

Total long-term obligations, including 
principal payments on long-term obligations 
due within one year 36.1 122.7 129.1 136.1 350.7 364.6 

Shareholders' equity 1,076.4 1.092.0 1.260.4 1,000.5 1,657.5 1.483.2 

Per share of capital stock 

Basic net earnings (loss) $ 0.99 $ (0.48) $ 1.16 $ 1.40 $ 2.18 $ 2.70 

Dividends declared 1.00 7.00 7.00 

Shal"eholders' equity 10.57 I 0.63 11.96 9.32 15.40 13.78 

Financial ratios 

Retum on average shareholders equit)· (%)c 9.3 (43) 7.7 11.3 14.9 22.6 

Current ratio 1.5 1.5 1.5 1.6 1.8 2.0 

Retum on total 1·evenues (%) 2.4 (I. I) 2.5 3.0 4.5 5.1 

Debt/equity ratio 3/97 10/90 9/91 12/88 17/83 20/80 

Pre-tax margin(%) 2.7 ( 1.2) 3.8 4.4 6.7 7.4 

Number of Selling Units 

Full-line Department stores 118 122 122 122 122 122 

Sears Home stores 48 48 48 48 48 48 

Outlet stores 11 11 11 !]' 12 11 

Specialty type: Appliances and Mattresses 4 4 4 4 4 6 

Hometown Dealer stores 261 285 268 268 186 171 

Sears Floor Covering CentJ·es 17 20 20 22 30 

Sears Home Services Showrooms 9 13 13 13 13 13 

Cantrex 799 768 768 793 824 

Corbeil 33 30 30 30 30 30 

Travel offices 101 108 108 108 108 106 

Catalogue merchandisl' pick-up locations 1,512 1.734 1.822 1.822 1.853 1.858 

1 17te 2fJ/2.fismlyeur ("Fi.w:a/2()12"). 21111 fi.\c:ttlyear ("Fi.\ctt!2fJJJ") amf](J/fJ.fi.\(·alyear ("FiM.wllfJJIJ") refer.\· to tire 53-weekperiml eut!ed February 2. 20!3. amltlw .i2-weelt period 
emletl.lmuwry 28. ]fJ/2. aml.lamwry 29. JfJJ I n•.\pecth·e~r. reported muter /11/ematimw/ Fimmdal Reporting Stmuhmls ("!FRS"). 

u 71te JIJ/Ofi.\mlyear ("Fi. .. ca/211/fl") represel1/,\ the :i:!-weelt period ended Jmuutry 29. 21111. reportetlmuler Camuliau (i"eueml~l' A(xeptet!A.cc:mmtiug Prim:iph•.\· ("C<T:4A.P"). 

c17te 21JfJ9fi.H'alyear ("Fi.\ca/21109") repre.\eut.'i the :il-H"eelt period eutletl.fttmutry 3fJ. lfJ/fJ, reportetltmtler C(;A.A.P. 
11 17lt! 2flfJ8fi.H'ttfyear("Fi.\t:tl!21JfJ8") represent.'i the :il-wee/; period eutletl.!rmmt(l' 31. 21JfJ9. report£•tluuder ('(iA.AP. 

1
' Capital e.\]Jemliture.\· hare not been reduced by cmlt payment.\ mtt.\truulin;: ttl year em/ re.wtltiug.fromuormallratle term.\, 

~-'A..\· a re.\1111 t~ft/w ( tnnptmy'.\· dumt;e iu tU'l'otmliut; polh:rfor iureutorie.\ in Fi.H·al 2fJfJ8. tlte iureutory bttlcmces iuc/ruletl iutlti.\·table are 1101 c:omptmrble. ,\'ee Note 2 "Si;:uijictml 
uceomttiu;: polide.'i" t~{the :\'ote.'i to the Crmsolitlrtletl Fimmdtt! Statemelll.\". 

r; 11te rerum 011 arerage .\lutrelwlder.o;' etJUi(r (%)for !FRS Fi.'ic:ttf ]{J!fJ was cttlculatetltakiug uet earuiug.\·fi,r Fi.\ctr/JfJJIJ. tlirit!etl by the m•erage o.fslwrelwltfer.\·' equi(rfor tlteperiotl 
eutletl.!mllwf)' 29. 2()/J (51.260.-1 millitm) t1ml t!te tlpelliug Cou.wlidatetf Sttttemeut t~{ Fimmciul Pmitiou us tll.fttllllili:J' 31. 21J/(J (S2,1JfJ.I...f million) reported muter /FRS. 
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Quarterly Performance 

The Company's operations are seasonal in nature. Accordingly, merchandise and service revenue, as well as performance 
payments received from JPMorgan Chase Bank, N.A. (Toronto Branch), referred to as commission revenue, will vary 
by qumier based upon consumer spending behaviour. Historically, the Company's revenue and earnings are higher in the 
fourth qumier than in any of the other three quarters due to the holiday season. The Company is able to adjust ceiiain 
variable costs in response to seasonal revenue patterns; however, costs such as occupancy are fixed, causing the Company 
to report a disproportionate level of earnings in the fourth qumier. Other factors that affect the Company's sales and 
financial performance include actions by its competitors, timing of its promotional events, and changes in population 
and other demographics. Accordingly, the Company's results for any one fiscal qumier are not necessarily indicative of 
the results to be expected for any other quarter, or the full year, and comparable store sales for any pmiicular period may 
increase or decrease. 

The table below outlines select financial data for the eight most recently completed quarters. The qumierly results are 
unaudited and have been prepared under !FRS. 

Fourth Quarter Third Quarter Second Quartet· First Quarter 

(in CAD millions. excepl 
per share amoJm/s) 2012 2011 2012 2011 2012 2011 2012 2011 

Total revenue $1,298.0 $ 1,365.9 $ 1,037.5 $ 1,113.2 $ 1,050.1 $ 1,147.7 $ 915.1 $ 992.5 

Net earnings (loss) $ 39.9 $ 41.0 $ (21.9) $ (44.1) $ (9.8) $ (0.2) $ 93.1 $ (47.0) 

Basic net earnings 
(loss) per share $ 0.39 $ 0.39 $ (0.22) $ (0.42) $ (0.10) $ 0.00 $ 0.91 $ (0.45) 

Diluted net earnings 
(loss) per share $ 0.39 $ 0.39 $ (0.22) $ (0.42) $ (0.10) $ 0.00 $ 0.91 $ (0.45) 

Common Share Market Information 

The table below provides prices for the Company's common shares traded on the Toronto Stock Exchange (symbol: 
SCC). 

Fourth Quartet· Third Qum·ter Second Quartet· First Quat·tet· 

2012 2011 2012 2011 2012 2011 2012 2011 

High $ 12.98 $_15.33 $ 11.79 $ 15.51 $ 13.73 $ 19.78 $14.24 $ 20.35 

Low $ 9.50 $ 10.12 $ 10.10 $ 12.51 $ 9.76 $ 15.27 $11.60 $ 19.11 

Close $ 9.50 $ 11.63 $ 10.69 $ 15.10 $ 10.16 $ 15.27 $13.50 $ 19.88 

Average daily trading 
122,655 27,473 23,487 11,609 16,694 45,750 7,784 17,473 volume 
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Management's Discussion and Analysis 

"Sears", "Sears Canada" or '·the Company" refers to Sears Canada Inc. and its subsidiaries, together with its investment 
in joint venture interests. 

Management's Discussion and Analysis (''MD&A") contains commentary from the Company's management regarding 
strategy, operating results and financial position. Management is responsible for its accuracy, integrity and objectivity, 
and develops, maintains and supports the necessary systems and controls to provide reasonable assurance as to the 
accuracy of the comments contained herein. 

This MD&A should be read in conjunction with the Consolidated Financial Statements and Notes to the Consolidated 
Financial Statements for the 53-week period ended February 2, 2013 ("Fiscal 20 12" or "20 12"). The 2011 fiscal year 
refers to the 52-week period ended Janumy 28, 2012 ("Fiscal20 11" or "20 11 "). The fourth quarter unaudited results for 
Fiscal 2012 and Fiscal2011 reflect the 14-week period ended Februmy 2, 2013 ("Q4 2012") and the 13-week period 
ended Janumy 28,2012 ("Q4 201 !"'),respectively. 

This MD&A is current as of March 14, 2013 unless otherwise stated. 

Additional information relating to the Company, includingtheCompany'sAnnual Information Form ("AIF") dated March 
14, 2013 and the Management Proxy Circular dated March 14,2013, can be obtained by contacting the Company at 
416-941-4428. The 2012 Annual Report, together with the AIF and Management Proxy Circular, have been filed 
electronically with securities regulators in Canada through the System for Electronic Document Analysis and Retrieval 
("SEDAR") and can be accessed on the SEDAR website at www.sedar.com and on the U.S. Securities Exchange 
Commission ("SEC") website at www.sec.gov. 

Unless otherwise indicated, all amounts are expressed in Canadian dollars. 

Cautionary Statement Regarding Forward-Looking Information 

Certain information in the Annual Report and in this MD&A is forward-looking and is subject to important risks and 
unce1tainties. 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 results set out under Section I "Company Performance". Section 2 "Consolidated Financial Position, Liquidity 
and Capital Resources", Section 3 "Financial Instruments", Section 6 "Shareholders' Equity", Section 9 "Accounting 
Policies and Estimates'' and Section I I "Risks and Unce1tainties". 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 thatce1tain actions, events or results "may", "could", "would", "might" or"will" betaken, 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 
ability of the Company to successfully implement its strategic initiatives; productivity improvement and cost reduction 
initiatives and whether such initiatives will yield the expected benefits; the results achieved pursuant to the Company's 
long-term credit card marketing and servicing alliance with JPMorgan Chase Bank, N.A. (Toronto Branch), or JPMorgan 
Chase; general economic conditions; competitive conditions in the businesses in which the Company participates; changes 
in consumer spending; seasonal weather patterns; weaker business performance in the fowth quarter; customer preference 
toward product offerings; ability to retain senior management and key personnel; ability of the Company to successfully 
manage its inventOJy levels; disruptions to the Company's computer systems; economic, social, and political instability 
in jurisdictions where suppliers are located; increased shipping costs, potential transportation delays and interruptions; 
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damage to the reputations of the brands the Company sells; changes in the Company's relationship with its suppliers; the 
outcome of product liability claims; any significant security compromise or breach of the Company's customer, associate 
or Company information; the credit wo1thiness and financial stability of tenants, partners and co-venturers, with respect 
to the Company's real estate joint venture interests; possible changes in the Company's ownership by Sears Holdings 
Corporation ("Sears Holdings") and other significant shareholders following the spin-off of a minority interest in Sears 
Canada by Sears Holdings; interest rate fluctuations and other changes in funding costs and investment income; 
fluctuations in foreign CUITency exchange rates; the possibility of negative investment returns in the Company's pension 
plan or an unexpected increase to the defined benefit obligation; the impairment of goodwill and other assets: new 
accounting pronouncements, or changes to existing pronouncements, that impactthe methods we use to report our financial 
condition and results from operations; uncertainties associated with critical accounting assumptions and estimates; the 
outcome of pending legal proceedings; compliance costs associated with environmental laws and regulations; the possible 
future termination of certain intellectual property rights associated with the "Sears" name and brand names if Sears 
Holdings reduces its interest in the Company to less than 25%; and changes in laws, rules and regulations applicable to 
the Company. 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 MD&A and in the Company's 20 II recast Annual Repo1i under Section I2 "Risks and Uncertainties" and 
elsewhere in the Company's filings with securities regulators. The forward-looking information in the Annual Report 
and in this MD&A are, unless otherwise indicated, stated as of the date hereof and are presented for the purpose of 
assisting investors and others in understanding our financial position and results of operations as well as our objectives 
and strategic priorities, and may not be appropriate for other purposes. The Company does not unde1iake 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. 
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1. Company Performance 

a. Operations 

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, Sears Home, Hometown Dealer, Outlet, Appliances and Mattresses, Corbeil 
Electrique Inc. ("Corbeil") stores, and its Direct (catalogue/internet) channel. It also includes service revenue related to 
product repair and home improvement. Commission revenues include travel, insurance, and performance payments which 
are primarily received fi·om the Company's long-term credit card marketing and servicing alliance with JPMorgan Chase. 
The Company has also pmtnered with Thomas Cook Canada Inc. ("Thomas Cook") in a multi-year licensing arrangement, 
under which Thomas Cook manages the day-to-day operations of all Sears Travel offices and provides commissions and 
licensing fees to the Company. Licensing fee revenues are comprised of payments received fi·om licensees that operate 
within the Company's stores. The Company is a party to a number of joint ventures which have been classified as jointly 
controlled entities for financial rep01ting purposes. These joint ventures are jointly controlled by the joint venture pmtners 
who are entitled to a share of the respective joint ventures' income or loss. 

Retail Channel 

Full-Line Department stores- Sears Full-Line Department stores are located primarily in suburban enclosed 
shopping centres. The major merchandise categories include the following: 

Apparel & Accessories- Women's, men's and children's apparel, nursery products, cosmetics, jewellery, 
footwear and accessories. 

Home & Hardlines- Home furnishings and mattresses, home decor, lawn and garden, hardware, 
electronics and leisure, and seasonal products. 

Major Appliances - refrigeration, laundry, ranges, floorcare and sewing. 

Although merchandise varies by store, the merchandise sales mix between the three major categories are 
approximately 55% Apparel and Accessories, 25% Home and Hardlines and 20% Major Appliances. 

Full-Line Department stores also offer Sears Home Services and include a Sears catalogue merchandise pick-up 
location. Sears Travel offices and licensed businesses, such as optical centres and portrait studios, are also located 
in most of the Company's Full-Line Department stores. 

Sears Home stores- Sears Home stores are typically located in power centres and present an extensive selection 
of furniture, mattresses and box-springs, major appliances and electronics. The majority of these stores range in 
size fi·om 35,000 to 60,000 square feet. Home Improvement Products and Services operations are located within 8 
of 9 Sears Home stores. The showrooms provide a range of products and services sold under the Sears Home 
Services banner that are complem~ntary to home furnishings and major appliances. 

Hometown Dealer stores - Sears Hometown Dealer locations are independently operated and offer major 
appliances, furniture, home electronics, outdoor power equipment as well as a catalogue merchandise pick-up 
location. Most Hometown Dealer stores are located in markets that had previously been served by a catalogue agent 
and continue to lack the population to support a Full-Line Depattment store. 

Outlet stores- Sears Outlet stores offer clearance merchandise, particularly from the Company's Direct channel, 
as well as surplus big-ticket items from all channels. 

Appliances and Mattresses stores- The Sears Appliances and Mattresses stores are patt of the Company's strategy 
to bring its product categories to a growing number of customers who shop in conveniently located power centres. 
These stores are smaller in size (approximately I 0,000 to 15.000 square feet) and feature a wide selection of major 
appliances, mattresses and box-springs, and include Sears private labels and a variety of national brands. 

Corbeil- Corbeil is a chain of major appliance specialty stores located throughout Quebec. Greater Toronto Area 
and Eastern Ontario. There are 33 stores in the chain, 17 of which are franchised. The chain also includes one 
liquidation centre and one distribution centre in Montreal. Stores average approximately 6,500 square feet in size. 
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Sears Travel- Sears Travel service operates within I 0 I Sears locations across Canada, an online travel service at 
www.searstravel.ca and 1-866-FLY-SEARS, which connects customers to the nearest geographical branch. As of 
January 30, 20 II, Thomas Cook manages the day-to-day operations of all Sears Travel offices and the Sears Travel 
website. 

Sears Home Services 

Sears Home Services was formed as a result of combining Home Improvement Products and Services and Product 
Repair Services. Sears Home Services is marketed through 82 Full-line department stores, 21 Parts and Services 
stores and 8 of9 Sears Home Services Showrooms located within Sears Home and Outlet stores, by telephone at 
1-800-4-MY-HOME (English) or 1-800-LE-FOYER (French) and online at Sears. ca. Sears Home Services provides 
a broad range of home services, including the sale, installation, maintenance and repair of heating and cooling 
equipment, roofing, doors and windows, flooring, window coverings, energy audits. kitchen and bathroom 
renovations, carpet and upholstery cleaning and duct cleaning. Sears Home Services also offers the largest and most 
comprehensive parts and service network in Canada. with over I million parts available and a network of more than 
2,000 technicians and contractors. 

Direct Channel 

The Company's Direct channel is comprised of its catalogue business, which is Canada's largest general merchandise 
catalogue business, and Sears.ca, one of Canada's leading online shopping destinations with over 91 million visits 
in Fiscal 2012. With two distribution centres exclusively dedicated to servicing the Direct channel and I ,512 
catalogue merchandise pick-up locations nationwide, Sears can deliver orders in most areas of the country. Orders 
can be placed by telephone at 1-800-26-SEARS, by mail, fax, online at Sears.ca or in person through Sears stores 
and catalogue agents. Atthe end ofFiscal20 12, over I ,300 ofthetotall.512 catalogue merchandise pick-up locations 
were independently operated under independent local ownership, with the remaining 168 units located within Sears 
corporate stores. 

Catalogue - In Fiscal 2012, over 15 different catalogues were distributed throughout Canada reaching up to 
approximately 2.9 million households. In addition, during Fiscal 2012, Sears distributed 7 Specialogues designed 
to offer more seasonally relevant merchandise to specific customers. 

Sears.ca- The Company's website. Sears.ca, enables the Company to provide new and exciting merchandise offers 
directly to web customers and highlights the Company's extensive general merchandise selection. In Fiscal2012, 
the Company continued to invest in its online capabilities to improve the user experience, and engage new customers 
and demographics. Sears is committed to maintaining its reputation as a trusted Canadian retailer by focusing on 
customer privacy, security. and satisfaction when shopping on Sears.ca. 

Logistics 

National Logistics Centres- Sears operates 6 logistics centres strategically located across the country. The total 
floor area of these logistics centres was 6.5 million square feet at the end ofFiscal20 12, of which 5.6 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. 

S.L.H. Transport Inc. ("'SLH")- The Company's wholly-owned subsidiary, SLH, transports merchandise to stores, 
catalogue merchandise pick-up locations and directly to customers. 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 continues to 
grow and has developed a nationwide distribution network to provide better and more consistent service to its 
customers. 
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As at the end of Fiscal 2012, Fiscal 2011, and the 52-week period ended January 29, 20 II ("Fiscal 201 0"), the Company's 
locations were distributed across the country as follows: 

As at As at As at 

February 2, .lanuarc 28, January 29 . 
2013 2012 2011 

Atlantic Quebec Ontario Prairies Pacific Total Total Total 

Full-Line Department 
stores 12 27 45 20 14 118 122 122 

Sears Home stores 2 12 19 10 5 48 48 48 

Outlet stores I 1 6 1 2 11 II ]] 

Specialty type: Appliances 
and Mattresses stores 3 1 - 4 4 4 

Corporate stores 15 40 73 '~ .)~ 21 181 185 185 

Hometown Dealer stores 52 30 62 70 47 261 285 268 

Sears Home Services 
Showrooms I 3 2 1 2 9 13 13 

Corbeil Franchise stores - 15 2 - - 17 19 19 

Corbeil Corporate stores - 12 4 - - 16 II ]] 

Cot·beil - 27 6 - - 33 30 30 
Sears Floor Co,·ering 

17 20 Centres - - - - - -

Cant rex - - - - - - 799 768 

Travel offices 7 21 42 17 !4 101 108 108 

Catalogue merchandise 
pick-up locations 219 345 427 375 146 1,512 1,734 1,822 

In Fiscal2012, the Company closed 4 Full-Line stores as a result of the lease terminations that occurred during the year. The 
Company also closed 222 Catalogue merchandise pick-up locations, 24 Hometown Dealer stores and 17 Floor Covering 
Centres. During the second qum1er of 2012, Cantrex was sold. Refer to Note 29 "Sale of Cantrex Group Inc." in the Notes 
to the Consolidated Financial Statements for a description of the transaction. 

In Fiscal 20 II, the Company opened 20 Hometown Dealer stores and 3 Catalogue merchandise pick-up locations. The 
Company also closed 3 Hometown Dealer stores, 3 Floor Covering Centres and 91 Catalogue merchandise pick-up locations. 

In Fiscal 20 I 0, the Company opened 83 new Hometown Dealer stores and 4 Floor Covering Centres. The Company also 
closed I Hometown Dealer store, I Outlet store and 5 Floor Covering Centres. The increase in Cantrex members over the 
year was due to the new Alliance program, which offered members access to ce11ain retail services including customer 
financial solutions, protection plans (extended warranties) and web solutions. 

As at the end of Fiscal 2012, Fiscal 20 II, and Fiscal 20 I 0, the gross square footage for corporate store locations was as 
follows: 

(square feet, millions) As at As at As at 
February 2, 2013 Janumy 28, 2012 January 29, 20 I I 

Full-Line Department stores 15.2 16.5 16.5 

Sears Home stores 2.1 2.1 2.1 

Outlet stores 0.8 0.8 0.8 

Appliances and Mattresses stores 0.1 0.1 0.1 

Corbeil 0.1 0.1 0.1 

Total 18.3 19.6 19.6 

Gross square footage for corporate store locations as at Februmy 2, 2013 decreased compared to Janumy 28,2012 due to 4 
Full-Line store closures as a result of lease terminations during Fiscal2012. 

17 

168 



Gross square footage for corporate store locations as at January 28, 2012 remained the same as compared to January 29, 
201 I. 

Investment in Joint Ventures- The Company's investment in joint ventures includes its share of income or losses from its 
joint venture interests in I I shopping centres across Canada, most of which contain a Sears store. Joint venture investments 
range from I 5% to 50% and are co-owned with major shopping centre owners. 

The Company's joint ventures are in partnership with Westcliff Group and Ivanhoe Cambridge Properties. The jointly 
controlled entities and the Company's ownership interest in each as at February 2, 20 I 3 are listed below: 

Entity Name 

Carrefour Richelieu Realties (St-Jerome) 

Carrefour Richelieu Realties (St-Jean) 

Carrefour Richelieu Realties (Carrefour Angrignon) 

Carrefour Richelieu Realties (Place Angrignon) 

Carrefour Richelieu Realties (Pierre Caisse) 

Carrefour Richelieu Realties (Drummondville) 

Mega-Centre Drummondville 

Societe de Gestion des Neiges Ville- Marie 

133562 Canada Inc. 

1 72098 Canada Inc. 

Kildonan Place 

Regionau:-> (Les Rivieres Shopping Centre) 

Regionaux (Les Galeries de Hull) 

Properties 

Carrefour Richelieu 

Carrefour du Nord 

Carrefour Angrignon 

Place Angrignon 

Place Pierre Caisse 

Promenades de Drummondville 

Mega Centre Drummondville 

Various land holdings in Quebec. Canada 

Various land holdings in Quebec, Canada 

Drummondvilk Stripmall 

Kildonan Place 

Les Rivieres Shopping Centre 

Les Galeries de Hull 

Joint Vento re Ownership 
Partner Interest 

WestcliffGroup 50"1< 

WestcliffGroup 50% 

Westcl iff Group 50~'0 

WestcliffGroup 50% 

WestcliffGroup 50% 

WestclitYGroup 50"1< 

WestcliffGroup 50"1< 

WestclitTGroup 50% 

WestcliffGroup 50% 

WestcliffGroup 50% 

Ivanhoe Cambridge 20"1< 

Ivanhoe Cambridge 15% 

Ivanhoe Cambridge 1 5"1< 

During Q4 2012. the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing a pre
tax gain of $8.6 mill ion on the sale. During Fiscal 2011, the Company sold its share of assets in Chatham Centre for net 
proceeds of$1.6 million, recognizing a gain of$0.1 million on the sale. 

b. Core Capabilities 

The Company's key resources and capabilities include its associates, brand equity, specialized services, national presence 
and logistics. The Company's ability to raise funds and working capital to support its operations is also a key capability and 
is discussed further in Section 2 "Consolidated Financial Position, Liquidity and Capital Resources" ofthis MD&A. 

Associates 

Sears associates are a critical asset to the Company. Sears works to inspire its associates to be committed to building 
lifelong customer relationships built on trust; 

Brand equity 

The Company works closely with its suppliers in product development, design and quality standards. Many lines 
of merchandise are manufactured with features exclusive to Sears and are sold under the Company's private label 
brands, such as Jessica·TI, Nevada@,Attitude® Jay Manuel, Whole Home®, Kenmore·H·, and Craftsman@·. The Company 
believes that its private label and national brands have significant recognition and value with customers; 

Speciali::ed serrices 

Apart from retail merchandise, the Company also offers a wide range of specialized services to attract a broad 
customer base. These services include product repair, the sale, installation, maintenance and repair of heating and 
cooling equipment. roofing, door and window replacement, flooring, window covet'ings, energy audits, kitchen and 
bathroom renovations, carpet and upholstery cleaning, and duct cleaning. The Company also offers portrait studio, 
optical, travel, floral, wireless and long distance, insurance, deferred financing and real estate services; 
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National Presence 

Logistics 

The Company's expansive physical and online presence puts it in proximity to customers all across Canada. Sears 
operates 118 Full-Line department stores, 357 specialty stores (including 48 Sears Home stores, 11 Outlet stores, 
4 Appliances and Mattresses stores, 261 Hometown Dealer stores operated under independent local ownership and 
33 Corbeil stores), I 0 I Sears Travel offices and over I ,500 merchandise pick-up locations for orders placed through 
the catalogue or online at www.sears.ca; and 

The ability to move merchandise efficiently to stores, merchandise pick-up locations or directly to customers is one 
of the Company's key capabilities. The Company's wholly-owned subsidiary, SLH, is responsible for providing 
transpmiation services for the Company's merchandising operations and has arrangements with third pmiies to 
increase SLH's fleet utilization and improve its operating effectiveness. The Cori1pany conducts operations in six 
National Logistics Centres located in Vancouver, Calgary, Regina, Vaughan, Belleville and Montreal. 

c. St1·ategic Initiatives 

During Fiscal20 12, Sears Canada remained focused on executing its three-year Transformation strategy announced in 2011. 
This year, the Company implemented a number of significant changes, including the introduction of a new pricing model, 
the promotion of Sears fashion through the new LOOK! report, the start ofthe Full-Line and Sears Home store refreshes, 
the re-launch of the Gold Badge program designed to reward outstanding customer service, and the introduction of the new 
master brand strategy. Sears will continue with further initiatives to retain its competitive position within the Canadian retail 
landscape. 

The Transformation's Formula for Growth is comprised of five key pillars as follows: 

I. Build the Core: Implementing fundamental merchandise category plans to ensure that the right products and services 
are being offered in categories where the Company has a strong competitive position with Canadians, such as major 
appliances and mattresses; 

2. Be Customer Driven: More fully and effectively utilizing our customer database to develop our merchandising and 
marketing strategies; 

3. Get Value Right: Demonstrating a competitive value equation where our everyday price is more competitive, our 
promotions are well understood and balanced, our quality is superior and our service is dependable; 

4. Operate Effective Formats: We are a multi-format retailer, operating in many different markets. We are working to align 
our category strengths with the market and to create more value from our trading strategies with retail concepts aligned 
to customer needs, including developing separate tactical approaches for our Full-line Department stores, Sears Home 
stores, Hometown Dealer stores, and Corbeil stores; and 

5. Organize the Right Talent and Create a Winning Attitude: Maintaining a strong leadership team supported by loyal 
and dedicated associates who are committed to the implementation of our Transformation strategy. 

The initiatives and corresponding results listed below include both new results seen in the fourth qumier and a recap of 
results from Fiscal 2012. 

Build the core 

Announced three new alliances with TheA I do Group ("Aldo" ), Buffalo International Inc. ("Buffalo") and SHS Services 
Management Inc. ("SHS"). The Company will continue to deepen relationships with successful organizations which 
can provide immediate credibility and continuity to our brands and services. Aldo is considered an industry leader in 
footwear fashion design and manufacturing capability, Buffalo's design and sourcing capability in denim-based apparel 
will help us attract a new and younger customer, and the combination of Sears brand, reputation and customer service 
with SHS's expe1iise, processes and technology is expected to improve the operating efficiency of the Home Services 
business; 
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Implemented a new strategy for toys by moving the focus to online sales, in order to free up floor space previously 
dedicated to a category that was only a key focus area for three months of the year. The online approach was augmented 
with an in-store aisle program in the fourth quarter to display 15 of the best toys for the holiday season; 

Introduced "The Baby's Room," the new nursery and infant accessories department, part of the Kids Room children's 
area. In May 2012 Sears held a vendor tradeshow to 'baby-train' store associates from across Canada; on June I, 2012 
a public launch was held in Toronto featuring a seminar by parenting expert Nanny Robina; 

In September, 2012 Sears Canada became the first Canadian retailer to earn the Parent Tested Parent Approved (PTPA) 
seal of approval from North America's largest parent tester community; and 

Launched an online points redemption system in Sears Financial for its five million plus card members- one of the first 
major retail loyalty programs in Canada to do so. 

Be customer driven 

Launched the new Sears brand positioning, "Make every day a great day" at a gathering of more than I ,500 associates 
and media on November 7, 2012. Sears developed and ran the new Holiday-themed TV commercial called "The Gift" 
with a background song called "Best Year" commissioned by Sears to represent the new brand. As of the end of January 
2013, Sears has had over 5,000 downloads of"Best Year" and over haifa million views of"The Gift." On December 
15, 2012 Sears reinforced its dedication to customers and associates through its "Sears National Great Day" event 
featuring Holiday festivities, giveaways and one-day deals at stores across Canada; 

Published 4 editions of the LOOK! report including the fourth quarter's November Holiday edition. The LOOK! report 
features fashion, beauty, and lifestyle trends and highlights the Company's newest products of the season. The releases 
were suppmied with in-store fashion shows, an exclusive evening event for Sears VIP customers, and smaller customer 
events in stores across the country; 

Launched the 60th edition of the annual Wish Book, the Company's Christmas catalogue. This year's edition featured a 
commemorative cover that included images of every Wish Book published since our very first one 60 years ago in 1953. 
Over 3 million copies of the special edition Wish Book were distributed across Canada, featuring 736 pages of holiday 
gift ideas; and 

Waived the 2.5% foreign currency transaction charge on purchases made using Sears Financia]TM MasterCard and Sears 
Financial TM Voyage TM MasterCard to appeal to the 65% of Canadians shopping and travelling abroad. 

Get value right 

Reaffirmed Sears role as a Canadian retailer dedicated to keeping Canadians shopping at home by extending its annual 
"Black Friday" promotion to run from Thursday, November 22 through Sunday, November 25 (through Monday, 
November 26 for major appliances, electronics, fitness and snowblowers). Sears brought Black Friday savings to 
Canadians with hundreds of items at specially marked prices backed by a price match guarantee; 

Introduced the first products that meet Sears "Canada's Best" seal of approval criteria. The Canada's Best label will be 
assigned to an assoriment of fashion and home products that meet required standards in quality, style and innovation. 
Products offered with this label are intended to be desirable and offer customers clear value when compared to competitors' 
offerings; 

Introduced a hassle-free return policy that includes a satisfaction guarantee with every purchase: if not completely 
satisfied, customers can now exchange or return almost all products within 30 days, or 90 days if they use their Sears 
Financial credit cards; and 

Lowered the price on over 5,000 products including items in every store and in every department and concurrently 
introduced specially-priced must-have \VOW items. 
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Operate effective formats 

Continued to invest in store refi·eshes, with refreshes in Grande Prairie and Nanaimo stores underway, building on the 
new store concept implemented in Fiscal 2012, with the first round of refreshes in Barrie, Belleville, Newmarket and 
the Lime Ridge Mall in Hamilton stores and the second round of refreshes in Ville d'Anjou, St. Jerome, Oshawa and 
Sudbury stores. The refreshed store concept features improved presentation, wider aisles, streamlined offerings with 
new brands and a blend of items priced at both eve1yday value and at sale prices; 

Unveiled the 78,000 sq. ft. Sears Home store at the Pinecrest Shopping Centre in Ottawa. housing the largest major 
appliance and mattress shops of any Sears location, an expanded selection of accent furniture, chairs and tables and new 
brands of furniture; 

Opened 4 Corbeil stores in Sears initial Greater Toronto Area expansion plans for Corbeil. The Corbeil stores are located 
in Richmond Hill, Mississauga, Vaughan and Burlington; 

Launched an e-commerce transactional shoppable iPad application that features the 601
h anniversa1y Wish Book, and 

due to the positive response from customers, this application will serve as a permanent Sears iPad Catalogue application, 
which will be updated throughout the year; 

Invested in upgrading Sears.ca, the largest Canadian transactional retail website. Sears Canada revamped its bilingual 
website to improve functionality, navigation, and overall shopping experience; and 

Sold the Company's 40% ownership of the leasehold interest in Medicine Hat Mall in Alberta to the Company's joint 
venture partner, Sleeping Bay Building Corp., and received net proceeds of$38.3 million. Earlier this year, Sears exited 
and returned leases on 4 properties to the landlords for financial consideration comprising Vancouver's Pacific Centre, 
Chinook Centre and Deerfoot Mall locations in Calgary, and the Rideau Centre store in Ottawa. 

Organize the right talent and c•·eate a winning attitude 

Created the Associate Advisory Council consisting of 2 I individuals from different business lines and across Canada 
with the mandate to provide critical insight, perspective and counsel to senior management; 

Unveiled the new team of Store Managers, District Managers and Categ01y Specialists operating under a new structure 
in store operations and executed a large-scale associate move in the Company's retail suppoii centre. designed to ensure 
physical organization aligns with work flow; and 

Appointed Douglas C. Campbell Executive Vice-President and Chief Operating Officer of the Company. overseeing 
retail operations, logistics, replenishment, information technology and international sourcing, and leading the Company's 
undertaking to improve efficiency across the enterprise. Sears has made changes to its management team designed to 
lead the organization effectively through the Transformation and help the Company achieve its operational and financial 
objectives. · 

"Live Green" Initiatives 

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 on 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 associates, customers and the communities in which the 
Company operates. 

Sears Canada continued to focus on these three priorities by implementing the following initiatives during Q4 2012: 

Partnered with electric utility companies in Nova Scotia, British Columbia and Saskatchewan to promote major appliances 
and electronics energy saving products; 
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Launched a province-wide fridge and freezer pick-up and recycling program in Ontario; and 

Completed a national re-lamping project which resulted in the replacement of over 625,000 bulbs, and which is expected 
to provide energy savings of over 13 million kilowatt hours annually. 

SLH: 

Installation of wide-base tires and trailer skirts and the reduction of metric tonne miles, resulting in fuel savings of 
approximately 1.8 million litres; 

Implemented best in class route optimization technology to improve route planning, as well as driver and truck utilization; 
and 

SLH continued its participation in the Ontario LCV (Long Combination Vehicle) pilot project run by the l\1inistry of 
Transportation, which is restricted to a select group of qualified carriers and Ontario Trucking Association members. In 
2012. SLH's LCV program generated fuel savings of over 620,000 litres. 

Cmporate Social Responsibili(r 

The following is a summary of the results of the Company and its associates' corporate social responsibility efforts during 
Fiscal 2012: 

Assisted our local store charity partners through the sale of our 60'11 Anniversary charity plush, CooperTM•Mc the bear. 
Sears charity plush has been helping children since 1998, raising over $1.3 million since 2005. Two dollars from the 
sale of each bear supported the healthy development of Canadian youth through after-school and children's health 
initiatives; 

Held our 25th annual Sears Boys & Girls Club of Canada ("BGCC''l GolfTournament near Toronto, in cooperation with 
our vendors, raising over $200,000 to support BGCC youth programs, funds which Sears matched; 

Presented our 14th annual Tree of Wishes program in-stores. for which customers and associates donated holiday season 
gifts valued at over $230,000 to less fortunate children, with the help of local charities: 

Held the second annual Sears Great Canadian Run (the ''Run"), a full day running adventure hosted in two cities: Toronto 
in September and Ottawa in October. The Runs were held to benefit local pediatric oncology hospitals and organizations 
in the cities where the Runs took place, such as the Children's Hospital of Eastern Ontario. Support was also extended 
to Sears National pediatric oncology research initiatives such as The Sears Childhood Cancer Fellowship at the Hospital 
for Sick Children in Toronto; and 

The Sears Great Canadian Chill took place in four communities between New Year's Day and Family Day: Toronto and 
Ottawa on New Year's Day, Vancouver on February 18 and London on March 3. This traditional Canadian "polar-bear 
dip" is held to raise funds for the fight against childhood cancer. Several hundred people braved the cold waters to help 
support this worthy cause, with funds going to the Sears Canada Charitable Foundation to be distributed to children's 
hospitals for oncology needs. 

d. Outlook 

As Canadians' needs in a shopping experience evolve, Sears Canada is focused on keeping pace with emerging trends and 
innovative delivety of products and services, and is reinvigorating its business to better serve and grow with its customers. 
For the upcoming year, Sears will continue to execute on its Transformation. Some of the priorities for the 52-week period 
ending Februaty I, 2014 ("Fiscal 20 13") include the following: 

Continuing to maximize opportunities in merchandising categories where the Company has already established 
authority with customers, such as major appliances and mattresses, further developing private brands, and renewing 
focus on several additional "hero" categories; 

Improving customer service across all shopping formats and more effectively leveraging customer research, insights 
and loyalty data; 
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Enhancing efficiency of marketing programs; 

Refining the approach to pricing and creating a logical blend ofeve1yday value items, weekly specials and compelling 
sales promotions, providing merchandise with a quality level that customers should expect from Sears, resulting in 
an improved mix of regular versus promotional and clearance sales; and 

Attracting and retaining top talent in the indust1y, conducting associate engagement initiatives, and developing a 
performance-based culture across the Company. 

Although management believes that Sears will achieve its long-term goal of sustainable and profitable growth, there can be 
no assurance that the Company will successfully implement these strategic initiatives or whether such initiatives will yield 
the expected results. For a discussion of the risks and uncertainties inherent in the Company's business, refer to Section II 
"Risks and Uncertainties". 

e. lise of Non-IFRS Measures, Measures of Operating Performance and Reconciliation of Net Earnings (Loss) to 
Adjusted EBITDA 

The Company's consolidated financial statements are prepared in accordance with !FRS. Management uses !FRS, non-I FRS 
and operating performance measures as key performance indicators to better assess the Company's underlying performance 
and provides this additional information in this MD&A. 

Same store sales is a measure of operating performance used by management, the retail indust1y and investors to compare 
retail operations, excluding the impact of store openings and closures. Same store sales represents merchandise sales generated 
through operations in the Company's Full-line, Sears Home, Hometown Dealer and Corbeil stores that were continuously 
open during both of the periods being compared. More specifically, the same store sales metric compares the same calendar 
weeks for each period and represents the 14 and 53-week periods ended Februmy 2, 2013 and the 13 and 52-week periods 
ended January 28, 2012. The calculation of same store sales is a performance metric and may be impacted by store space 
expansion and contraction. 

A reconciliation of the Company's total revenue to same store sales is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions) 2012 2011 2012 2011 

Total revenue $ 1,298.0 $ 1,365.9 $ 4,300.7 $ 4,619.3 

Non-comparable store sales 364.5 318.6 1,169.6 1,119.5 

Same store sales 933.5 1,047.3 3,131.1 3,499.8 

Same store sales percentage change (3.8)% (7.4)% (5.6)% (7.5)% 

Adjusted EBITDA is a non-I FRS measure and excludes finance costs, interest income, share of income or loss from joint 
ventures, income tax expense or recove1y, depreciation and amortization and income or expenses of a non-recurring or one
time nature. Adjusted EBITDA is a measure used by management, the retail industiy and investors as an indicator of the 
Company's operating performance, ability to incur and service debt, and as a valuation metric. The Company uses Adjusted 
EBITDA to evaluate the operating performance of its business as well as an executive compensation metric. While Adjusted 
EBITDA is a non-I FRS measure, management believes that it is an important indicator of operating performance because it 
excludes the effect of financing and investing activities by eliminating the effects of interest and depreciation and removes 
the impact of certain non-recurring items that are not indicative of our ongoing operating performance. Therefore, management 
believes Adjusted EBITDA gives investors greater transparency in assessing the Company's results of operations. 

These measures do not have any standardized meaning prescribed by !FRS and therefore may not be comparable to similar 
measures presented by other reporting issuers. Adjusted EBITDA should not be considered in isolation or as an alternative 
to measures prepared in accordance with !FRS. 
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A reconciliation of the Company's net earnings (loss) to Adjusted EBITDA is outlined in the. following table: 

(in CAD millions. except per share amoul1fs) 

Net earnings (loss) 

Transformation expense1 

Gain on lease terminations" 

Accelerated tenant inducement amortization3 

Lease exit costs4 

Gain on settlement of post-retirement benefits5 

Gain on sale of interest in joint venture6 

Depreciation and amortization expense 

Finance costs 

Interest income 

Share of in com~ from joint ventures 

Income tax expense (recovery) 

Adjusted EBITDA 

Basic net earnings (loss) per share 

$ 

$ 

$ 

Fom·th Quarter 

2012 2011 

39.9 $ 41.0 

12.6 14.4 

2.0 

(21.1) 

(8.6) 

28.1 28.8 

2.4 4.0 

(0.8) (0.4) 

(0.1) ( 1.5) 

8.0 15.5 

62.4 $ I 01.8 

0.39 $ 0.39 

Fiscal 

2012 

$ 101.2 $ 

12.6 

(167.1) 

(4.0) 

8.0 

(21.1) 

(8.6) 

113.3 

13.3 

(4.1) 

(9.5) 

13.0 

$ 47.0 $ 

$ 0.99 $ 

2011 

(50.3) 

60.0 

114.9 

16.0 

( 1.7) 

(8.3) 

(6.6) 

124.0 

(0.48) 
1 Tmnsformation expensf! during 2012 relates to se1·ercmce costs incurred during the yem: Fiscal 2011 transformation expense includes costs related to 
internal reorgani=ation and the dispositiOII of excess im·entor:o: 
:Gain on/ease terminations represents the pre-tax gain on the earzr surrender and retum o.f leases on .four properties. 
-'Accelerated tenant induceme/11 amorti=ation represents the accelerated mnorti=ation o.flease inducemems relating to.four of the properties re.ferred to 
in footnote 2 above. 
'Lease exit costs represent costs incurred to exit properties referred to in footnote 2 abore. 
5Gain arisingji'omthe settlement o.f'post-retirement benefits of eligible members co1·ered under the non-pension posr-refirement plan 
"During Q4 2012. rhe Company sold irs i111eresf in Medicine Har lvla11for ner proceeds o.f$38.3 mil1ion. recogni=ing a pre-fax gain q($8.6 mi!lion on !he 
sale. 
-Adjusred EBITDA is a measure used by manageme111. !he rerail indust1~· and inresrors as an indicaTor q(rhe CompCil(l''s pe1jormance. abili~r ro incur 
and sen·ice debr. and as a l'Cduationmerric. Ac{jusred EBITDA is a non-I FRS measure. 

f. Consolidated Financial Results 

(in CAD millions) 

Revenue 

Cost of goods an~ services sold 

Selling, adminstrative and other expenses 

Operating (loss) earnings 

Gain on lease terminations 

Gain on sale of interest in joint venture 

Gain on settlement of post-retirement benefits 

Finance costs 

Interest income 

Share of income from joint ventures 

Earnings (loss) before income taxes 

Income tax (expense) recovery 

Net earnings (loss) 

$ 

$ 

2012 

4,300.7 

2,749.2 

1,634.4 

(82.9) 

167.1 

8.6 

21.1 

13.3 

4.1 

9.5 

114.2 

(13.0) 

101.2 

Fiscal 
% Chg 2012 

vs 2011 

(6.9)% $ 

(6.2)% 

(6.0)% 

(62.9)% 

100.0% 

100.0% 

100.0% 

(16.9)% 

141.2% 

14.5% 

300.7% 

(297.0)% 

301.2%$ 

2011 

4,619.3 

2.932.3 

1,737.9 

(50.9) 

16.0 

1.7 

8.3 

(56.9) 

6.6 

(50.3) 

2012 compared with 2011- Total revenue in Fiscal2012 declined 6.9% to $4,300.7 million compared to $4,619.3 million 
during the same period in Fiscal 20 II. Same store sales decreased by 5.6% in Fiscal 20 I 2 compared to Fiscal 20 II. 
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The decrease is primarily attributable to sales declines in Craftsman'~!, electronics, bedroom and bath, womens' apparel and 
menswear categories, partially offset by revenue improvements in major appliances, specifically in the refrigerators, laundry 
and ranges categories. In addition, $25.5 million of the decrease in revenues is attributable to the closure of 4 Full-Line stores 
during Fisca12012 and the sale ofCantrex during Q2 2012. Revenue was positively impacted by approximately $38.3 million 
due to the additional 53rd week in Fisca12012. 

Cost of goods and services sold was $2,749.2 million in Fiscal2012 compared to $2,932.3 million in Fisca12011, a 6.2% 
decrease year-over-year. This decrease was primarily attributable to lower sales volumes. 

The Company's gross margin rate was 36.1% for Fiscal 2012 compared to 36.5% in Fiscal 2011. In Fiscal 2011 there was 
a one-time inventory charge, relating to planned disposition of excess inventory. The Fiscal 2011 gross margin rate excluding 
the one-time inventory charge was 37.4%. The decrease in the gross margin rate in Fiscal20 12 compared to Fiscal20 11 was 
due primarily to reduced margin in fitness and recreation, Corbeil, children's wear, jewelery, accessories and luggage and 
footwear categories. 

Selling, administrative and other expenses including depreciation and amortization expense was $1,634.4 million in Fiscal 
2012 compared to $1,737.9 million in Fiscal 20 II. The decrease in expense was primarily driven by reduced spending in 
adve1tising. Advertising expense decreased primarily due to planned reductions in catalogue pages and circulation, decreases 
in retail adve1tising relating to Full-Line, and a reduction in pre-print advertising. Expenses were negatively impacted by 
Transformation costs of $12.6 million related primarily to severance associated with approximately 700 associates in the 
Retail Suppmt Centre, Full-Line stores and logistics areas. 

On March 2, 2012. the Company entered into an agreement to surrender and terminate early the operating leases on three 
properties: Vancouver Pacific Centre, Chinook Centre (Calgary) and Rideau Centre (Ottawa). The Company was a long
term and important anchor tenant in the three properties, and the landlord approached the Company with a proposal to 
terminate early the three leases and vacate the premises in exchange for $170.0 million. The payment represents the amount 
the landlord was willing to pay for the right to redevelop the property based upon its analysis of the potential returns fi·om 
redevelopment. 

On the closing date, April 20, 2012, the Company received cash proceeds of $170.0 million for the surrender of the three 
leases, resulting in a pre-tax gain of$164.3 million for the 13-week period ended April 28, 2012, net of the de-recognition 
ofleasehold improvements of$5. 7 million. The Company exited all three prope1ties on October 31, 2012, and has no further 
financial obligation related to the transaction. The pre-tax gain is excluded from Adjusted EBITDA. Included in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net Earnings (Loss) and Comprehensive Income 
(Loss) for the 53-week period ended February 2, 2013 is $8.0 million of exit costs relating to these three properties, paitially 
offset by $4.0 million of accelerated amortization of deferred lease inducements. 

On June 20, 2012, the Company entered into an agreement to surrender and terminate early the operating lease on its Deerfoot 
(Calgary) property. The landlord approached the Company with a proposal to terminate early the lease in exchange for cash 
proceeds of $5.0 million, subject to ce1tain closing conditions, on the closing date of October 26, 2012. In Fiscal 20 I 0, the 
Company incurred an impairment loss of$2.9 million relating to the property, plant and equipment at its Deerfoot property. 
As a result of the agreement and expected proceeds, the Company recorded an impairment loss reversal (net of accumulated 
amortization) of$2.1 million in "Selling, administrative and other expenses" in the second qua~ter of2012. On the closing 
date of October 26,2012, the Company vacated the property and received cash proceeds of$5.0 million, resulting in a pre
tax gain of$2.8 million for the 13-week period ended October 27,2012, net of the de-recognition ofleasehold improvements 
and furniture and fixtures of$2.2 million. The pre-tax gain is excluded from Adjusted EBITDA. The Company has no further 
financial obligation related to the transaction. 

Finance costs in Fiscal 2012 decreased by 16.9% to $13.3 million compared to $16.0 million during Fiscal2011 due to lower 
long-term debt levels compared to last year. 

Interest income increased by 141.2% to $4.1 million in Fiscal 2012 compared to $1.7 million in Fiscal 20 II primarily due 
to interest income of$1.6 million earned on deposits made to tax authorities and higher levels of cash and cash equivalents, 
prior to the dividend payment of$1 01.9 million in January 2013. 

Share of income from joint ventures in Fiscal 2012 increased by 14.5% to $9.5 million compared to $8.3 million for Fiscal 
20 II. The increase is primarily due to lower expenses incurred by the Westcliffjoint venture properties, partially offset by 
an impairment loss of $2.2 million on the Promenades de Drummondville property recorded in Q4 2012, and lower income 
due to the sale of the Chatham joint venture property in the third qumter of2011. 
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During Q4 2012, the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing a pre
tax gain of$8.6 million on the sale. 

In the fourth quarter of 2012, the Company made a voluntary offer to settle health and dental benefits of eligible members 
covered under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and 
recorded a pre-tax settlement gain of $21.1 million ($21.9 million net of $0.8 million of expenses), as shown on the 
Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). The gain has been excluded from 
Adjusted EBITDA. 

Income tax expense was $13.0 million for Fiscal 2012 compared to an income tax recovery of $6.6 mill ion in Fiscal 20 II . 
The year-over-year change was primarily attributable to higher taxable earnings as a result of the gain recognized on the 
termination ofthe 41eases during Fisca12012. 

Adjusted EBJTDA for Fiscal 2012 was $47.0 million compared to $124.0 million in Fiscal 2011, a decrease of$77.0 million. 

g. Fourth Quarter Results 

Fourth Quarter 

% Chg2012 
(in CAD millions) 2012 vs 2011 2011 

Revenue $ 1,298.0 (5.0)% $ 1,365.9 

Cost of goods and services sold 848.7 (1.8)% 864.6 

Selling, adminstrative and other expenses 429.6 (3.0)% 442.7 

Operating earnings 19.7 (66.4)% 58.6 

Gain on sale of interest in joint venture 8.6 100.0% 

Gain on settlement of post-retirement benefits 21.1 100.0% 

Finance costs 2.4 (40.0)% 4.0 

Interest income 0.8 100.0% 0.4 

Share of income from joint ventures 0.1 (93.3)% 1.5 

Earnings before income taxes 47.9 (15.2)% 56.5 

Income tax expense (8.0) (48.4)% (15.5) 

Net earnings $ 39.9 (2.7)%$ 41.0 

Q4 2012 compared with Q4 2011- Total revenue in Q4 2012 decreased by 5.0% to $1,298.0 million compared to $1,365.9 
million in Q4 201 I, with same store sales declines of3.8% in Q4.2012. The revenue d~cline is mainly attributed to sales 
declines in electronics, the Craftsman·&, fitness and recreation, and men's casual wear categories. In addition, $29. I million 
of the decrease in revenues is attributable to the closure of 4 Full-Line stores during Fiscal 20 I 2 and the sale of Cantrex 
during the second quarter of 2012. 

During Q4 20 I 2, the Company has achieved improved results in sales of major appliances, specifically in the refrigerators, 
laundry and ranges categories. In addition, there were sales increases in apparel and accessories, specifically in children's 
furniture and children's wear. Revenue in Q4 2012 was also positively impacted by approximately $38.3 million due to the 
53rd week in Fiscal 20 I 2. 

Cost of goods and services sold was $848.7 million in Q4 2012 compared to $864.6 million in Q4 20 I I, a 1.8% decrease 
quarter-over-quarter. This decrease is primarily attributable to lower sales volumes and lower merchandise losses, despite 
the 53rd week of additional sales volume in Fiscal 20 I 2. 

The Company's gross margin rate was 34.6% in Q4 20 I 2 compared to 36.7% in Q4 20 I I. The decrease in the gross profit 
rate was due primarily to reduced margins in Corbeil, accessories, women's intimates and footwear categories. 

Selling, administrative and other expenses, including depreciation and amortization expense was $429.6 million in Q4 20 I 2 
compared to $442.7 million in Q4 20 I I. The decrease in expense was primarily driven by reduced spending in advertising. 
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Adveiiising expense decreased primarily due to reductions in catalogue pages and circulation and decreases in retail 
adveiiising relating to Full-Line. Expenses were negatively impacted by Transformation costs of $12.6 million incurred in 
Q4 2012 related to severance primarily associated with approximately 700 associates in the Retail Support Centre, Full-Line 
stores and logistics areas. 

Depreciation and amortization expense in Q4 2012 was comparable to the depreciation and ammiization expense for Q4 
2011. 

Finance costs in Q4 2012 decreased to $2.4 million compared to $4.0 million in Q4 2011 due to lower long-term debt levels 
compared to last year. 

Interest income increased to $0.8 million in Q4 2012 compared to $0.4 million in Q4 2011. The increase in the period is 
due to higher levels of cash and cash equivalents compared to the same time last year. 

During Q4 20 I 2, the Company sold its interest in Medicine Hat Mall for net proceeds of $38.3 million, recognizing a pre
tax gain of$8.6 million on the sale. 

In the fourth qumier of 2012, the Company made a voluntary offer to settle health and dental benefits of eligible members 
covered under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18. I million and 
recorded a pre-tax settlement gain of $2l.l million ($21.9 million net of $0.8 million of expenses), as shown on the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Income tax expense decreased to $8.0 million in Q4 2012 compared to $15.5 million in Q4 20 II due to lower taxable earnings. 

Adjusted EBITDA for Q4 2012 was $62.4 million compared to $101.8 million in Q4 20 II, a decrease of$39.4 million. 

2. Consolidated Financial Position, Liquidity and Capital Resources 

Current assets as at Februmy 2, 20 I 3 were $169.3 million lower than at January 28, 20 I 2 due primarily to the reduction 
of$ I 60.4 million in cash and cash equivalents, a decrease in accounts receivable of$40.0 million compared to last year, 
partially offset by a $27.5 million increase in inventories compared to last year due primarily to the timing ofinventmy 
receipts. 

Current liabilities as at February 2, 2013 were$ I I 3.6 million lower than January 28, 20 I 2 due primarily to a reduction 
in accounts payable and accrued liabilities of$94.8 million, primarily due to the timing of inventory and expense receipts, 
and vendor payments. 

Inventories were $851.4million as at February 2, 20 I 3 compared to $823.9 million atJanuary 28,20 I 2. The $27.5 million 
increase in the inventmy balance is primarily due to the timing of inventory receipts, and a reduction in inventory reserve 
balances due to improved inventmy quality. 

Total cash and cash equivalents was $237.0 million as at Februmy 2, 2013 compared to $397.4million as at Janua1y 28, 
2012. The decrease of$ I 60.4 million was 'primarily due to repayment oflong-term obligations of$ I 42.3 million, $10 I .9 
million in dividend payments during Q4 2012, and the purchase of$97.5 million in property, plant and equipment and 
intangible assets, partially offset by $175.0 million in proceeds from lease terminations received during Fiscal20 12. and 
$38.3 million received for the sale of the Company's interest in Medicine Hat Mall. 

Total assets and liabilities as at the end of Fiscal 2012 and Fiscal 20 I I are as follows: 

(in C4D millions. at period end) 

As at 

February 2, 2013 

$ 2,479.1 

As at 

January 28, 20 I 2 

$ 2,730.7 Total assets 

Total liabilities $ 1,402.7 $ 1,638.7 

Total assets as at February 2, 2013 decreased by $251.6 million to $2,479.1 million compared to $2,730.7 million in 
Fiscal 2011 due primarily to lower cash and cash equivalents, property plant and equipment and investment in joint 
ventures as a result of the sale of the Company's interest in Medicine Hat Mall which occurred during Q4 2012. 
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Total liabilities as at February 2, 2013 decreased by $236.0 million to $1,402.7 million compared to $1,638.7 million in 
Fiscal20 11, due primarily to lower accounts payable and accrued liabilities, long-term obligations and retirement benefit 
liability. 

Cash flow generated from (used for) operating activities- Cash flow from operating activities decreased by $164.9 
million for the period ended February 2, 2013 to cash flow used for operating activities of$79.9 million compared to 
cash flow generated from operating activities of$85.0 million during the period ended January 28,2012. The Company's 
primary source of operating cash flow is the sale of goods and services to customers, while the primary use of cash in 
operating activities is the purchase of merchandise inventories. The decrease in cash from operating activities is 
attributable to unfavourable changes in accounts payable and accrued liabilities, retirement benefit contributions, 
inventories and deferred revenue, pmiially offset by favourable changes in accounts receivable. 

Accounts payable and accrued liabilities decreased $94.8 million from January 28,2012 to $482.0 million as at February 2, 
2013 primarily due to timing of payments to vendors and inventory receipts. 

Retirement benefit liability decreased by $36.6 million due primarily to a voluntary offer to settle health and dental 
benefits of eligible members covered under the non-pension post retirement plan. Based on the accepted offers, the 
Company paid $18.1 million and recorded a pre-tax settlement gain of$21.1 million ($21.9 million net of$0.8 million 
of expenses). 

Inventories increased by $27.5 million from January 28, 2012 to $851.4 million as at February 2, 2013 due to the timing 
of inventory receipts in addition to a reduction in inventory reserves during the year due to improvements in inventory 
quality. 

Accounts receivable decreased by $40.0 million from January 28,2012 to $76.2 million as at February 2, 2013 primarily 
due to the sale of the Cantrex operations at the beginning of the second quarter of20 12. 

Cash flow (used for) generated from investing activities- Cash flow generated from investing activities increased by 
$203.4 million for the period ended February 2. 2013 to $139.9 million compared to cash flow used for investing activities 
of $63.5 million for the period ended January 28, 2012 primarily due to proceeds received from lease terminations of 
$175.0 million and proceeds received fi·om the sale of the Company's interest in Medicine Hat Mall of $38.3 million. 
Cash flow generated fi"om these transactions was pmiially offset by $97.5 million of capital expenditures incurred during 
the year. 

Cash flow used for financing activities- Cash flow used for financing activities increased by $164.2 million to $220.5 
million for the period ended February 2, 2013 compared to $56.3 million for the period ended January 28,2012. The 
increase in cash flow used is primarily due to an extraordinary dividend payment of$! 01.9 million which occurred during 
Q4 2012, and additional repayments made on the credit facility during Fiscal 2012. 
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Contractual Obligations 

Contractual obligations, including payments due over the next five fiscal years and thereafter, are shown in the following 
table: 

Contractual Cash Flow Maturities 

Carrying Within 1 year to 3 years to Beyond 
(in CAD millions) Amount Total 1 year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 482.0 $ 482.0 $ 482.0 $ $ $ liabilities 

Long-term obligations including 
payments due within one year 1 36.1 48.4 7.6 11.6 9.7 19.5 

Operating lease obligations " n/a 496.7 96.7 155.2 98.9 145.9 

Minimum purchase commitments :::!.4 n/a 17.5 5.0 12.5 

Royalties 2 n/a 2.3 1.8 0.5 

Retirement benefit plans obligations "3 415.7 114.9 29.3 58.7 26.9 

$ 933.8 $ 1,161.8 $ 622.4 $ 238.5 $ 135.5 $ 165.4 

( 'ash.flmr maturities related to long-11!1'111 oh/igwions. iucluding pc~\'11U'111S clue within 0/11! yem: inc:lude amwal interest on.filwnce lease ohligations at o 
1rc!ighted lll·erage rate l~(-.6%. 'l/11! ( 'ompm~r had no horro~rings onlhe ( 'rf!dif /·ltcili~\' a/ Fc~hrum:r ], ]0/3. 

3 

A-!inimum purchase commilmel11s, operaring lease obligations, retiremem hene.fir plans.fimdmg oh/igations and royal lies are 1101 reporred in the 
< 'on.w/idated ,)'wtemenl.\ (?(Financial J>osilion. 

l)qrmellls heyond 20/3 are .wl~jectlo a.fimdinR I'(T/rrmimtlo he c:ompleled as aJ/)ecemher 31. ]0/3. l l111illhen, !he ( 'ompa1~1· is oh/igated tojimd in 
a,·cordance ll'ilh the mos1 recel1f l'alua!hm compll!ted as at l>ecemhf.!r 31. 10/0. 

('erwin n>m/ors rf!quirc minimum purdurse commitmc:nt/en•/s orer thl! ferm l?(tlw <·omracf. 

Retirement Benefit Plans 

In Fiscal20 12, the Company's retirement benefit plan obligations decreased by $36.6million to $415.7 million compared 
to Fiscal 2011 due to increases in the amortization of actuarial losses partially offset by lower interest expense, and the 
buyout described below. 

In the fourth quarter of20 12, the Company made a voluntmy offer to settle health and dental benefits of eligible members 
covered under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and 
recorded a pre-tax settlement gain of$21.1 million ($21.9 million net of$0.8 million of expenses), as shown on the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

See Note 2, "Significant accounting policies", Note 4 "Critical accounting judgments and key sources of estimation 
uncertainty" and Note 20 '·Retirement benefit plans" in the Notes to the Consolidated Financial Statements for a description 
ofthe Company's benefit plans. Also see Section9c for a description of the Company's early adoption of! AS 19 (Revised) 
-Employee Benefits. 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
Janumy 31. The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 20 I 0. 
The next actuarial valuation assessment is required as of December 31, 2013. An actuarial valuation of the health and 
welfare trust is performed at least eve1y 3 years, with the last valuation completed as of September 1, 20 II. 

During Fiscal 2011, the Company changed the target asset allocation to 55-75% fixed income and 25-45% equity for the 
registered and non-registered pension plans. For the assets in the health and welfare trust, included in Other Benefit Plans, 
the Company changed the asset allocation to I 00% fixed income. As at the end of Fiscal 2012 and 20 II, the assets were 
in line with the target allocation range, with the transitioning of assets from alternative investments near completion. The 
asset allocation may be changed from time to time in terms of weighting between fixed income, equity and other asset 
classes as well as within the asset classes themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the 
Company's funding policies and expected returns on various asset classes. To develop the expected long-term rate of 
return on assets assumption, the Company considered the historical returns and the future expectations for returns for 
each asset class, as well as the target asset allocation of the pension pOiifolio. 
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The Company early adopted the amendments to lAS 19 beginning January 29, 2012, with retrospective application to 
prior reporting periods. A description of the nature of the change in accounting policy and a summary of its impact to 
the Company's consolidated financial statements are included in Note 2 "Significant Accounting Policies" of the Notes 
to the Consolidated Financial Statements. 

Capital Resources 

The Company's capital expenditures, working capital needs, debt repayment and other financing needs are funded 
primarily through cash generated from operations. In selecting appropriate funding choices, the Company's objective is 
to manage its capital structure in such a way as to diversity its funding sources, while minimizing its funding costs and 
risks. Sears expects to be able to satisfY all of its financing requirements through cash on hand, cash generated by operations 
and available credit facilities. The Company's cost of funding is affected by a variety of general economic conditions, 
including the overall interest rate environment, as well as the Company's financial performance, credit ratings and 
fluctuations of its credit spread over applicable reference rates. 

The Company's debt consists of a secured credit facility and finance lease obligations. In September 20 I 0, the Company 
entered into an $800.0 million senior secured revolving credit facility (the "Credit Facility") with a syndicate oflenders 
with a maturity date of September I 0, 2015. The Credit Facility is secured with a first lien on inventory and credit card 
receivables. Availability under the Credit Facility is determined pursuant to a borrowing base formula. Availability under 
the Credit Facility was $501.5 million as at February 2, 2013 (Januaty 28, 2012: $415.1 million). The current availability 
may be reduced by reserves currently estimated by the Company to be approximately $300.0 million, which may be 
applied by the lenders at their discretion pursuant to the Credit Facility agreement. As a result of judicial developments 
relating to the priorities of pension liability relative to certain secured obligations, the Company has executed an 
amendment to its Credit Facility agreement which would provide additional security to the lenders, with respect to the 
Company's unfunded pension liability by pledging certain real estate assets as collateral, thereby partially reducing the 
potential reserve amount the lenders could apply by up to $150.0 million. The potential additional reserve amount may 
increase or decrease in the future based on estimated net pension liabilities. 

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, repayment of obligations, potential acquisitions, stock purchases and dividends. 

As at Februaty 2, 2013, the Company had no borrowings on the Credit Facility and had unamortized transaction costs 
incurred to establish the Credit Facility of$6.2million included in "Other long-term assets" in the Consolidated Statements 
of Financial Position (Januaty 28,2012: borrowings of$93.1 million, net ofunamotiized transaction costs of$8.0 million, 
included in "Long-term obligations"). In addition, the Company had $19.7 million (Januaty 28, 2012: $6.3 million) of 
standby letters of credit outstanding against the Credit Facility. These letters of credit cover various payments including 
third party payments, utility commitments and defined benefit plan deficit funding (See Note 20 "Retirement benefit 
plans" of the Notes to the Consolidated Financial Statements for additional information on retirement benefits plans). 
Interest on drawings under the Credit Fac_ility is determined based on bankers' acceptance rates for one to three month 
terms or the prime rate plus a spread. Interest amounts on the Credit Facility are due monthly and are added to principal 
amounts outstanding. 

As at Februaty 2, 2013, the Company had outstanding merchandise letters of credit of U.S. $7.9 million (January 28, 
2012: U.S. $5.5 million) used to support the Company's offshore merchandise purchasing program with restricted cash 
and cash equivalents pledged as collateral. 

3, Financial Instruments 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk 
consists of foreign exchange and interest rate risk. See Note 14 "Financial instruments" of the Notes to the Consolidated 
Financial Statements for additional information. 

Credit risk 

Credit dsk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's 
counterpmiies to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash 
equivalents, short-term investments, accounts receivable and other long-term assets. 
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Cash and cash equivalents, short-term investments, accounts receivable and other long-term assets of$3 14.5 million as 
at February 2, 2013 (January 28, 2012: $514.9 million) expose the Company to credit risk should the borrower default 
on maturity of the investment. The Company manages this exposure through policies that require borrowers to have a 
minimum credit rating of A, and limiting investments with individual borrowers at maximum levels based on credit 
rating. 

The Company is exposed to minimal credit risk from customers as a result of ongoing credit evaluations and review of 
accounts receivable collectability. As at February 2, 2013, no customers represented greater than I 0.0% of the Company's 
accounts receivable (January 28,2012: one customer represented 26.5% ofthe Company's accounts receivable). 

Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfY financial liabilities as they come due. 
The Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet 
current and foreseeable financial requirements at a reasonable cost. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency 
exchange rates, interest rates and commodity prices. 

From time to time, the Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect 
to U.S. dollar denominated assets and liabilities and for purchases of goods or services. As at February 2, 2013 and 
January 28, 2012, there were no contracts outstanding and therefore no derivative financial assets or liabilities were 
recognized in the Consolidated Statements of Financial Position. 

During Fiscal 2012, the Company recorded a loss of$0.6 million (20 I I: gain of$0.9 million), relating to the translation 
or settlement of U.S. dollar denominated monetary items consisting of cash and cash equivalents, accounts receivable 
and accounts payable. 

The period end exchange rate was I .0027 U.S. dollar to Canadian dollar. A 10% appreciation or depreciation of the U.S. 
and or the Canadian dollar exchange rate was determined to have an after-tax impact on net earnings (loss) of$4.3 million 
for U.S. dollar denominated balances included in cash and cash equivalents, accounts receivable and accounts payable. 

Interest rate risk 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage 
exposure to interest rate risks. Interest rate risk reflects the sensitivity of the Company's financial condition to movements 
in interest rates. Financial assets and liabilities which do not bear interest or bear interest at fixed rates are classified as 
non-interest rate sensitive. As at February 2, 2013 and January 28,2012, there were no contracts outstanding and therefore 
no derivative financial assets or financial liabilities were recognized in the Consolidated Statements ofFinancial Position. 
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4. Funding Costs 

The funding costs for the Company in Fiscal 2012 and Fiscal 2011 are outlined in the table below: 

(in CAD millions) 

Interest costs 
Total long-term obligations at end ofperiod1 

Average long-term obligations for period 

Long-term funding costs" 

Average rate of long-term funding 
1/ncludes principal pC(1"!lle!71s due 1rithin one yew: 

$ 

Fourth Quarter 

2012 2011 

36.1 $ 

36.7 

0.6 

6.1% 

122.7 

76.9 

0.7 

3.7% 

Fiscal 

2012 

$ 36.1 $ 

50.2 

2.9 

5.7% 

2011 

122.7 

69.7 
., ., 
.),.) 

4.7% 

:Excludes standby.fee on the 11nused portion o.fthe Credit Faci!if.J: amorti=arion o.f debt issuance costs,interest accmed related ro 11ncertain rax 
positions and sales tax assessme111s. and finance costs relating to.fincmce lease obligations. 

See Section 2 ''Consolidated Financial Position, Liquidity and Capital Resources" ofthis MD&A for a description of the 
Company's funding sources. 

5. Related Party Transactions 

On May 17, 2012 the Company announced Sears Holdings' plan to pursue a distribution, on a pro rata basis, to its 
shareholders, of a portion of its holdings in the Company such that, immediately following the distribution, Sears Holdings 
would retain approximately 51% of the issued and outstanding shares of Sears Canada. The distribution was made on 
November 13,2012 to Sears Holdings' stockholders of record as ofthe close ofbusiness on November I, 2012, the record 
date for the distribution. Every share of Sears Holdings common stock held as of the close of the business on the record 
date entitled the holder to a distribution of 0.4283 Sears Canada common shares. In connection with the announced 
distribution, the Company has filed documents with the SEC. 

As at March 14, 2013, Sears Holdings and its affiliates are the beneficial holders of 51,962,391 common shares, 
representing approximately 51 %of the Company's total outstanding common shares. 

In the ordinary course of business, the Company and Sears Holdings periodically share selected services, associates, and 
tangible and intangible assets. Transactions between the Company and Sears Holdings are recorded either at fair market 
value or the exchange amount, which was established and agreed to by the related pm1ies. See Note 30 "Related party 
transactions" of the Notes to the Consolidated Financial Statements for a detailed description of these related party 
transactions. 

Intangible Properties 

The Company has a license fi·om Sears Roebuck to use the name "Sears" as pa11 of its corporate name. The Company 
also has licenses from Sears Roebuck to use other brand names, including Kenmore<£", Craftsman~·. and DieHard~). The 
Company has established procedures to register and otherwise vigorously protect its intellectual prope11y, including the 
protection of the Sears Roebuck trademark used by the Company in Canada. 

Cross Border Vendor Agreement 

The Company is party to a cross border vendor agreement with Sears Roebuck establishing a collaboration and allowing 
the Company and Sears Roebuck to use each other's websites to sell merchandise in the United States and Canada. 
Merchandise sold pursuant to the agreement will obligate the Company or Sears Roebuck, as applicable, to pay fees to 
the other party equal to (i) for some transactions, a percentage of merchandise selling prices, and (ii) for other transactions, 
a percentage of the revenue booked by the applicable seller. This agreement can be terminated by either pa11y on 60 days' 
written notice and will also terminate upon a transaction that results in the Company no longer being an affiliate of Sears 
Holdings. 
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Software Agreement 

The Company and Sears Roebuck are pm1y to an information technology agreement for the sharing of information 
technology and software development, ownership and costs, which agreement (i) either party may terminate on 90 days' 
written notice, or (ii) will automatically terminate if Sears Holdings ceases to control 50% ofthe voting power of Sears 
Canada. 

Import Services 

Pursuant to an agreement between Sears Roebuck and the Company dated January 1, 1995, Sears Canada utilizes the 
international merchandise purchasing services of Sears Holdings. Sears Holdings may provide assistance to the Company 
with respect to monitoring and facilitating the production, inspection and delivery of imported merchandise and the 
payment to vendors. Sears Canada pays Sears Holdings a stipulated percentage of the value of the imported merchandise. 
In Fiscal2012, Sears Canada paid $5.1 million to Sears Holdings in connection with this agreement compared to $4.7 
million in Fiscal 20 II. 

Review and Approval 

Material related party transactions are currently reviewed by the Audit Committee ofthe Company's Board of Directors 
(the "Audit Committee"). The Audit Committee is responsible for pre-approving all related party transactions that have 
a value greater than $1.0 million. 

6. Shareholders' Equity 

The only outstanding shares of the Company are common shares. The number of outstanding common shares at the end 
of Fiscal 2012 and Fiscal 20 I I Consolidated Statement of Financial Position are as follows: 

Outstanding common shares 

As at 
February 2, 2013 

1 01 ,877,662 

As at 
January 28, 2012 

1 02,7 48,295 

In Fiscal 2012, no common shares were issued (20 II: no common shares were issued) with respect to the exercise of 
options pursuant to the Employees Stock Plan. 

On May 24, 2011, the Company filed a Normal Course Issuer Bid with the Toronto Stock Exchange (''TSX") for the 
period of May 25, 20 II to May 24, 2012 ("20 11 NCIB"). Pursuant to the 20 II NCIB, the Company was permitted to 
purchase for cancellation up to 5% of its issued and outstanding common shares, equivalent to 5,268,599 common shares 
based on the common shares issued and qutstanding as at May 9, 2011. The Company did not purchase common shares 
under the 2011 NCI B if such shares could. not be purchased at prices that the Company considered attractive. Decisions 
regarding the timing of purchases were based on market conditions and other factors. The Company did not renew its 
2011 NCIB subsequent to May 24,2012. 

From time to. time, when the Company did not possess material undisclosed information about itself or its securities, it 
entered into a pre-defined plan with a designated broker to allow for the repurchase of common shares at times when the 
Company ordinarily would not have been active in the market due to its own internal trading blackout periods, insider 
trading rules, or otherwise. Any such plans entered into with the Company's designated broker were adopted in accordance 
with the requirements of applicable Canadian securities Jaws. 

During Fiscal 2012, 870,633 shares were purchased for $9.7 million (20 11: 2,668,800 shares were purchased for $42.0 
million) and cancelled. As at March 14, 2013, there were I 0 I ,877,662 common shares and 5,080 tandem award options 
outstanding under the Employees Stock Plan. 

Shareholders may obtain, without charge, a copy of the Notice of 2011 NCIB that the Company filed with the TSX by 
contacting the Company at 416-941-4428 or home@sears.ca. 
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7. Profit Sharing and Stock-Based Compensation 

a. Employee Profit Sharing Plan 

The Sears Plan for Sharing Profits with Employees ("Employee Profit Sharing Plan"), established in 1976, was 
discontinued on January I, 2005. Upon the announcement of the discontinuance of the plan, members had the option to 
retain or sell their common shares of the Company held in the plan. During Fiscal 2012, the Company wound up the 
Employee Profit Sharing Plan and distributed the remaining assets to its eligible members. 

b. Stock Option and Sltare Purchase Plans for Employees and Directors 

The Company has three stock-based compensation plans: the Employees Stock Plan, the Stock Option Plan for Directors 
and the Directors' Share Purchase Plan. 

The Employees Stock Plan, which expired on April 19, 2008, provided for the granting of options and Special Incentive 
Shares and Options, which vested over three years and expired ten years from the grant date. The Employee Stock Plan 
permitted the issuance of tandem awards. Following the last grant in 2004, the Company discontinued the granting of 
options and Special Incentive Shares and Options under the Employees Stock Plan. Notwithstanding the expi1y of the 
Employees Stock Plan, all outstanding stock options may be exercised or allowed to expire in accordance with the terms 
of their grants. For the fiscal year ended Februmy 2, 2013 there were 5,440 options outstanding under the Employees 
Stock Plan. 

The Stock Option Plan for Directors provides for the granting of stock options to Directors who are not employees of 
the Company or Sears Holdings. Options granted under the Stock Option Plan for Directors generally vest over three 
years and are exercisable within ten years from the grant date. No stock options have been granted under the Stock Option 
Plan for Directors since the last grant in 2003. 

The Directors' Share Purchase Plan provides for the granting of common shares to Directors, to be purchased by the 
Company on the TSX, as part of their annual remuneration for services rendered on the Board. Following the last grant 
in 2005, the Company has discontinued the granting of shares under the Directors' Share Purchase Plan. 

8. Event After the Reporting Period 

Subsequent to year end, the Company finalized an exclusive, multi-year licensing arrangement with SHS Services 
Management Inc. (" SHS Services"), which will result in SHS Services overseeing the day-to-day operations of all Sears 
installed home improvements business. The licensing agreement, effective March 3, 2013. is expected to result in a 
reduction to revenues and expenses; however, the impact to net earnings is not expected to be significant. 

9. Accounting Policies and Estimates 

a. Critical Accounting Estimates 

In the application of the Company's accounting policies, management is required to make judgments, estimates and 
assumptions with regard to the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and underlying assumptions are based on historical experience and other factors that are considered to be 
relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods, if the revision affects both current 
and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting 
policies, key assumptions concerning the future and other key sources of estimation uncertainty that have the potential 
to materially impact the canying amounts of assets and liabilities within the next fiscal year. 

Legal Liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits 
of each claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted 
by internal and external counsel, when appropriate. 
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Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 16 "Provisions" in the Notes 
to the Consolidated Financial Statements. 

lnrenfOI:V 

Obsolescence, Valuation and Inventory Stock Losses 
Inventory is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated 
based on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is 
estimated based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory 
count data. 

Vendor Rebates 
Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is 
estimated based on historical data and current vendor agreements. 

Freight 
Inbound freight incurred to bring inventory to its present location is estimated each repOiiing period and is included in 
the cost of inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and 
a charge or credit to "Cost of goods and services sold" in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss). For additional information. see Note 7 "Inventories" in the Notes to the Consolidated 
Financial Statements. 

Impairment of Property. Plant and Equipment and Intangible Assets 

The Company's prope1iy, plant and equipment and intangible assets have been allocated to Cash Generating Units 
("CGU"). Determining whether the CGU is impaired requires an estimation of the recoverable amount of the CGU, 
which is the higher ofthe fair value less costs to sell and its value in use. To determine the recoverable amount of the 
CGU, management is required to estimate its fair value by evaluating the expected future cash flows using an appropriate 
growth rate, the estimated costs to sell and a suitable discount rate to calculate the value in use. 

Changes in estimates may result in changes to "Prope1iy, plant and equipment" and "Intangible assets" on the Consolidated 
Statements ofFinancial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 9 "Property, 
plant and equipment and investment prope1iy", and Note I 0.2 "Intangible assets" respectively, in the Notes to the 
Consolidated Financial Statements. 

Impairment qfGood11·ill 

Determining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to 
w·hich the goodwill is allocated. To determine the recoverable amount of the CGU, management is required to estimate 
its fair value by evaluating expected future cash flows using an appropriate growth rate, the estimated costs to sell and 
a suitable discount rate to calculate the value in use. 

Changes in estimates may result in reduction to "Goodwill" on the Consolidated Statements of Financial Position and a 
charge to "Selling, administrative and other expenses'' in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss). For additional information, see Note I 0 ·'Goodwill and intangible assets" in the Notes 
to the Consolidated Financial Statements. 
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Retirement Benefit Liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation 
rate, salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of 
Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements 
ofNet Earnings (Loss) and Other Comprehensive Income (Loss). For additional information, see Note 20 "Retirement 
benefit plans" in the Notes to the Consolidated Financial Statements. 

Loyalty Program Deferred Revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized 
upon redemption of the points for merchandise. The redemption value of the points is estimated based on historical 
behaviour and trends in redemption rates and redemption values. 

Changes in estimates may result in changes to "Deferred revenue" (current and non-current) in the Consolidated 
Statements of Financial Position and an increase or decrease to "Revenue" and/or "Cost of goods and services sold" in 
the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see 
Note 13 "Deferred revenue" in the Notes to the Consolidated Financial Statements. 

Derivatire Assets and Liabilities 

All derivatives are measured at fair value. U.S. dollar option contracts are traded over-the-counter and give holders the 
right to buy, or selt a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of 
the U.S. dollar option contracts are derived using a Black-Scholes valuation model. The Company is required to estimate 
various inputs which are used in this model that are a combination of quoted prices and observable market inputs. The 
fair values of derivatives include an adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to ''Derivative financial assets" and "Derivative financial liabilities" on the 
Consolidated Statements of Financial Position and a charge or credit to "Cost of goods and services sold'', "Selling, 
administrative and other expenses" or "Other comprehensive income (loss)" in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive I nco me (Loss). For additional information, see Note 14 "Financial instruments" in 
the Notes to the Consolidated Financial Statements. 

Prorisions 

Provisions are estimated based on historic:al data, cost estimates provided by specialists and future projections. Changes 
in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Cost of goods and services sold" or "Selling, administrative and other expenses" in the 
Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). For additional information, see 
Note 16 "Provisions" in the Notes to the Consolidated Financial Statements. 

Leasing .-Jrrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception 
of the lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were 
evaluated based on certain significant assumptions including the discount rate, economic life of a building. lease term 
and existence of a bargain renewal option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Principal payments on 
long-term obligations due within one year" and "Long-term obligations" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" and "Finance costs" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 19 "Leasing 
arrangements" in the Notes to the Consolidated Financial Statements. 
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Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company 
believes that its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax 
authorities. The Company applies judgment and routinely evaluates and provides for potentially unfavourable outcomes 
with respect to any tax audits. If the result of a tax audit materially differs from the existing provisions, the Company's 
effective tax rate and its net earnings (loss) will be affected positively or negatively. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable'', "Deferred tax assets", "Income 
and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements ofFinancial Position and a charge 
or credit to "Income tax expense (recovery)" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive 
Income (Loss). For additional information, see Note 22 "Income taxes" in the Notes to the Consolidated Financial 
Statements. 

b. Issued Standards Not Yet Adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the 
Company may be required to adopt in the future. Since the impact of a proposed standard may change during the review 
period, the Company does not comment publicly until the standard has been finalized and the effects have been determined. 

On December 16, 2011, the IASB issued amendments to three previously released standards. They are as follows: 

!AS 32. Financiallnstrumems: Presentation ("/AS 32 ") 

The IASB amended lAS 32 to address inconsistencies in current practice in the application of offsetting criteria. 
The amendments provide clarification with respect to the meaning of 'currently has a legally enforceable right 
of set-off' and that some gross settlement systems may be considered equivalent to net settlement. These 
amendments are effective for annual periods beginning on or after January 1, 2014. The Company is currently 
assessing the impact of these amendments on the Company's consolidated financial statements and related note 
disclosures. 

/FRS 7. Financial instruments: Disclosures ("!FRS 7') 

The IASB first amended !FRS 7 on October 7, 2010, to require additional disclosures regarding transfers of 
financial assets. These amendments are effective for annual periods beginning on or after July I, 2011. The 
Company applied these amendments beginning the first quarter of its Fiscal 2012 year. 

On December 16, 20 II, the IASB approved amendments to !FRS 7, which establishes disclosure requirements 
to help users better assess the effect or potential effect of offsetting arrangements on a company's financial 
position. These amendments are effective for ammal periods beginning on or after Janumy I, 2013. The Company 
will apply these amendments beginning the first quarter of its Fiscal 2013 year and is currently assessing the 
impact on the Company's disclosures. 

!FRS 9. Financial instruments ("!FRS 9 '') 

The IASB issued !FRS 9 on November 12, 2009, which will ultimately replace lAS 39. Financia/lnstmments: 
Recognition and Measurement (''lAS 39"). The replacement of! AS 39 is a three-phase project with the objective 
of improving and simplifYing the reporting for financial instruments. 

The first phase of the project provides guidance on the classification and measurement of financial assets. !FRS 
9 was subsequently reissued on October 28, 20 I 0. incorporating new requirements on accounting for financial 
liabilities. On December 16, 2011, the IASB amended the mandat01y effective date of !FRS 9 to fiscal years 
beginning on or after Janumy 1, 2015. The amendment also provides relief from the requirement to recast 
comparative financial statements for the effect of applying I FRS 9. The Company is monitoring the impact of 
amendments to this standard and is currently assessing the impact on the Company's disclosures. 
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On June 16, 20 II, the IASB issued amendments to the following standard: 

!AS I. Presentation of Financial Statements ("!AS I") 

The IASB has amended lAS I to require additional disclosures for items presented in OCI on a before-tax basis 
and requires items to be grouped and presented in OCI based on whether they are potentially reclassifiable to 
earnings or loss subsequently (i.e. items that may be reclassified and those that will not be reclassified to earnings 
or loss). These amendments are effective for annual periods beginning on or after July I, 2012 and require full 
retrospective application. The Company will apply these amendments beginning the first quarter of its Fiscal 
2013 year and is currently assessing the impact to its consolidated financial statements. 

On May 12,20 I I, the IASB issued four new standards, all of which are applicable to Annual Reporting periods beginning 
on or after January I, 2013. The Company is currently assessing the impact of these standards on its consolidated financial 
statements and related note disclosures. The following is a list and description of these standards: 

!AS 28. !nrestments in Associates and Joint Ventures ("!AS 28 ") 

lAS 28 (as amended in 20 II) supersedes lAS 28 (2003 ), lnrestments in Associates and outlines how to apply, 
with certain limited exceptions, the equity method to investments in associates and joint ventures. The standard 
also defines an associate by reference to the concept of" significant influence", which requires power to paiiicipate 
in financial and operating policy decisions of an investee (but not joint control or control of those polices); 

!FRS 10, Consolidated Financial Statements ("!FRS 10") 

I FRS I 0 establishes the standards for the presentation and preparation of consolidated financial statements when 
an entity controls one or more entities; 

IFRS 11. Joint Arrangements ("/FRS' II'') 

I FRS II replaces lAS 31, Interests in Joint T emures ("lAS 31 ")and requires that a party in a joint arrangement 
assess its rights and obligations to determine the type of joint arrangement and account for those rights and 
obligations accordingly; 

!FRS 12. Disclosure of lnrolrementlrith Other Entities ("/FRS 12 '') 

I FRS 12, along with !FRS II described above, replaces lAS 3 I .!FRS 12 requires the disclosure of information 
that enables users of financial statements to evaluate the nature of and the risks associated with, the entity's 
interests in joint ventures and the impact of those interests on its financial position, financial performance and 
cash flows; and 

!FRS 13. Fair Talue Measurement ("!FRS 13") 

!FRS I 3 provides guidance to improve consistency and comparability in fair value measurements and related 
disclosures through a 'fair value hierarchy'. This standard applies when another !FRS requires or permits fair 
value measurements or disclosures. I FRS 13 does not apply for share-based payment transactions, leasing 
transactions and measurements that are similar to, but are not fair value. 

c. Early adoption of /AS 19 (Rel'ised)- Employee Benefits ("/AS 19'~ 

The Company has elected to early adopt lAS 19 (Revised) in the first qumier of20 12. On June I 6, 20 II, the IASB issued 
amendments to lAS 19 which included the elimination of the ''corridor approach," which is the option to defer and 
amortize the recognition of actuarial gains and losses. The significant amendments to lAS 19 are as follows: 

The ''corridor approach" is to be replaced with full and immediate recognition of actuarial gain and loss 
remeasurements in "Other comprehensive (loss) income" ("OCI"); 
Retirement benefit costs are to consist of service costs, net interest and remeasurements. with remeasurements 
being recorded in OCI; 
Past service costs are to be recognized immediately in the Consolidated Statements ofNet Earnings (Loss); 
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Expected returns on plan assets will no longer be recognized in profit or loss. Instead, interest income on plan 
assets, calculated using the discount rate used to measure the pension obligation, will be recognized in the 
Consolidated Statements ofNet Earnings (Loss), 
Plan administration costs are to be expensed as incurred; and 
Disclosures relating to retirement benefit plans will be enhanced and will include discussions on risk associated 
with each plan, an explanation of items recognized in the consolidated financial statements and descriptions of 
the amount, timing and uncertainty on the Company's future cash flows. 

The amendments to lAS 19 are effective for annual periods beginning on or after January 1, 2013 with early adoption 
permitted. The amendments are required to be applied retrospectively in accordance with lAS 8, Accounting Policies. 
Changes in Accounting Estimates and Errors. As discussed above, the Company has elected to early adoptthe amendments 
to lAS 19, and as such, the Company has retrospectively adjusted the assets and liabilities for the 52-week periods ending 
January 28, 2012, January 29, 20 II and January 31, 2010 and income and expenses and cash flows for the 52-week 
periods ended January 28,2012 and January 29,2011. 

Impact on financial sratement caprions 

A summary ofthe impact arising from the application of the change in accounting policy is as follows: 

Consolidated Statements of Financial Position 

(Increase (decrease) in CAD millions) 

Retirement benefit asset 

Retirement benefit liability 

Net change to retirement benefit asset and liability 

Deferred tax assets 

Deferred tax liabilities 

Net change to deferred tax assets and liabilities 

Accumulated other comprehensive loss 

Retained earnings 

$ 

As at 
January 28, 2012 

(187.7) 

308.2 

(495.9) 

84.0 

(43.6) 

127.6 

( 141.7) 

(226.6) 

Consolidated Statements of Net Earnings (Loss) and Comprel!ensil'e Income (Loss) 

(Increase (decrease) in CAD millions. except per share amoullls} 

Selling, administrative and other expenses 

Earnings before income taxes 

Deferred income tax expense 

Net earnings 

Basic net earnings per share 

Diluted net earnings per share 

Other comprehensive income 

Total comprehensive income 

Consolidated Statements of Cash Flows 

(Increase (decrease) in CAD millio11s) 

Net earnings 

Retirement benefit plans expense 

Income tax expense 

$ 

$ 

53-Week 
Period Ended 

Februa1·y 2, 2013 

(24.4) 

24.4 

6.4 

18.0 

0.17 

0.17 

1.3 

19.3 

53-Week 
Period Ended 

February 2, 2013 

18.0 

(24.4) 

6.4 

Please refer to Note 20 "Retirement benefit plans" in the Notes to the Consolidated Financial Statements for the prior 
year comparative figures. 
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10. Disclosure Controls and Procedures 

Disclosure Controls and Procedures 

Management of the Company is responsible for establishing and maintaining a system of disclosure controls and 
procedures ("DC&P") that are designed to provide reasonable assurance that information required to be disclosed by the 
Company in its public disclosure documents, including its Annual and Interim MD&A, Annual and Interim Financial 
Statements, and Annual Information Form is recorded, processed, summarized and reported within required time periods 
and includes controls and procedures designed to ensure that the information required to be disclosed by the Company 
in its public disclosure documents is accumulated and communicated to the Company's management, including the Chief 
Executive Officer ("CEO") and Interim Chief Financial Officer ("Interim CFO"), to allow timely decisions regarding 
required DC &P. 

Management of the Company, including the CEO and Interim CFO. has caused to be evaluated under their supervision, 
the Company's DC&P, and has concluded that the Company's DC&P was effective for the year ended February 2, 20 I 3. 

Intemal Control over Financial Reporting 

Management of the Company is also responsible for establishing and maintaining adequate internal control over financial 
reporting to provide reasonable assurance regarding the reliability of financial rep01ting and the preparation of financial 
statements for external purposes in accordance with !FRS. 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems 
that have been determined to have been designed effectively can only provide reasonable assurance with respect to 
financial reporting and financial statement preparation. 

Management of the Company has evaluated whether there were changes in the internal control over financial reporting 
during Fiscal 2012 that have materially affected, or are reasonably likely to materially affect, the Company's internal 
control over financial reporting and has determined that no material changes occurred during this period. 

11. Risks and lJncertainties 

Risks Relating to Our Business 

If the Company is unable to compete ef(ective(v in the high(v competitive retail industTJ', the Company's business and 
results of operations could be material(!' adverse(v affected. 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share. 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 Sears competitors could have a material adverse 
effect on the Company's business, results of operations and financial condition. 

To stay competitive and relevant to Sears customers, significant initiatives in support of the Company's strategic plan are 
underway for Fiscal 20 I 2. These initiatives include improvements in business processes, advancements in information 
technology and other organizational changes. The achievement of strategic goals may be adversely affected by a wide range 
of factors, many of which are beyond the Company's control. The inability to execute and integrate strategic plans could 
have a negative impact on the Company's current operations, market reputation, customer satisfaction and financial position. 
The Company's potential to implement and achieve Sears long-term strategic objectives is dependent on the achievement of 
these strategic plans and initiatives. There can be no assurance that such plans and initiatives wiii yield the expected results, 
either of which could cause the Company to fall short in achieving financial objectives and long-range goals. 

Additional risk may arise when foreign retailers carrying on business in Canada in competition with Sears engage in marketing 
activities which are not in full compliance with Canadian legal requirements regarding advertising and labeling rules and 
product quality standards. Such retailers may gain an unfair advantage and their activities may negatively affect the 
Company's business and results of operations. 
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The majority of the performance payments earned pursuantto the credit card marketing and servicing alliance with JPMorgan 
Chase are related to customers' purchases using the Sears Card and Sears MasterCard. The credit card industry is highly 
competitive as credit card issuers continue to expand their product offerings to distinguish their cards. As competition 
increases, there is a risk that a reduction in the percentage of purchases charged to the Sears Card and Sears MasterCard 
may negatively impact the Company's results of operations and financial condition. 

Due to the seasonali(r of the Company's business, the Company's results of operations would be adverse(v affected if 
Sears business peiformed poor(v in the fourth quarter or as a result of unseasonable weather patterns. 

The Company's operations are seasonal in nature with respect to results of operations and in products and services offered. 
Merchandise and service revenues, as well as performance payments received from JPMorgan Chase, vary by quarter based 
upon consumer spending behavior. Historically, the Company's revenues and earnings have been higher in the fourth quarter 
due to the holiday season and we have reported a disprop01tionate level of earnings in that quarter. As a result, the fourth 
qua1ter results of operations significantly impacts the Company's annual results of operations. The Company's fomth qumter 
results of operations may fluctuate significantly, based on many factors, including holiday spending patterns and weather 
conditions. In addition, the Company offers many seasonal goods and services. The Company establishes budgeted invent01y 
levels and promotional activity in accordance with its strategic initiatives and expected consumer demand. Businesses 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. 

If the Company fails to offer merchandise and services that Sears customers want, Sears sales may be limited, which 
would reduce the Company's revenues and profits and adverse(r impact Sears results of operations. 

To be successful, the Company must identify, obtain supplies and offer to customers attractive. relevant and high-quality 
merchandise and services on a continuous basis. Customers' preferences may change over time. If we misjudge either the 
demand for products and services Sears sells or the Company's customers' purchasing habits and tastes, the Company may 
be faced with excess inventories of some products and missed opp01tunities for products and services Sears chose not to 
offer. This could have a negative effect on the Company's revenues and profits and adversely impact Sears results of 
operations. 

The Company 'sfailure to retain Sears senior management team and to continue to attract qual(fied new personnel could 
adverse(v affect the Company's business and results of operations. 

The Company's success is dependent on its ability to attract, motivate and retain senior leaders and other key personnel. 
The loss of one or more of the members of the Company's senior management may disrupt Sears business and adversely 
affect Sears results of operations. Furthermore, the Company may not be successful in attracting, assimilating and retaining 
new personnel to grow Sears business profitably. The inability to attract and retain key personnel could have an adverse 
effect on the Company's business. 

If the Company does not successful(!' manage its inventOIJ' levels, the Company's results of operations will be adverse(v 
affected. 

The Company must maintain sufficient in-stock inventmy levels to operate the business successfully while minimizing out
of-stock levels. A significant portion of inventory is sourced fi·om vendors requiring advance notice periods in order to 
supply the quantities that we require. These lead times may adversely impact the Company's ability to respond to changing 
consumer preferences, resulting in inventmy levels that are insufficient to meet demand or in merchandise that may have 
to be sold at lower prices. Inappropriate inventmy levels or a failure to accurately anticipate the future demand for a particular 
product or the time it will take to obtain new inventmy may negatively impact the Company's results of operations. 

The Company relies extensive(!' on computer systems to process transactions, summarize results and manage its business. 
Disruptions in these systems could harm the Company's abili(r to run its business. 

Given the number of individual transactions that the Company processes each year, it is critical that the Company maintain 
uninterrupted operation of its computer and communications hardw·are and software systems. These systems are subject to 
obsolescence, damage or interruption from power outages, computer and telecommunications failures, computer viruses, 
security breaches, catastrophic events such as fires, natural disasters and adverse weather occurrences and usage errors by 
the Company's employees. If the systems are damaged or cease to function properly, the Company may have to make a 
significant investment to fix or replace them, may suffer interruptions in operations in the interim and the Company's 
reputation with its customers may be harmed. 
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The Company's ability to maintain sufficient inventory levels in its stores is critical to the Company's success and largely 
depends upon the efficient and uninterrupted operation of its computer and communications hardware and software systems. 
Any material interruption in the Company's computer operations may have a material adverse effect on the Company's 
business and results of operations. 

The Company relies on foreign sources for significant amounts of its merchandise, ami tile Company's business may 
therefore be negatively affected by the risks associated with il11emational trade. 

The Company is dependent upon a significant amount of products that originate from non-Canadian markets. In particular, 
the Company sources a significant amount of products from China. The Company is subject to the risks that are associated 
with the sourcing and delivery of this merchandise, including: potential economic, social and political instability in 
jurisdictions where suppliers are located; increased shipping costs, potential transp011ation delays and interruptions; adverse 
foreign currency fluctuations, changes in international laws, rules and regulations pe11aining to the importation of products 
and quotas; and the imposition and collection of taxes and duties. Any increase in cost to the Company of merchandise 
purchased from foreign vendors or restriction on the merchandise made available to the Company by such vendors could 
have an adverse effect on the Company's business and results of operations. 

Damage to the reputations of the brands the Company sells could reduce the Company's revenues and profits and 
ad~·ersely impact the Company's results of operations. 

As a diverse and multi-channel retailer, the Company promotes many brands as pmi of the Company's normal course of 
business. These brands include the Sears brand, Sears private label brands for product lines such as Jessica, and non
proprietary brands exclusive to Sears. Damage to the reputation of these brands or the reputation of the suppliers of these 
brands could negatively impact consumer opinions of the Company or its related products and reduce its revenues and profits 
and adversely impact its results of operations. In those circumstances, it may be difficult and costly for Sears to regain 
customer confidence. 

If the Company's relationships with its sign[(icant suppliers were to be impaired, it could have a negative impact on the 
Company's competitive position and its results of operations and .financial condition. 
Although the Company's business is not substantially dependent on any one supplier, the Company's relationship with certain 
suppliers is of significance to its merchandising strategy, including attracting customers to its locations, cross-segment sales 
and image. The loss of a significant supplier relationship could result in lower revenues and decreased customer interest in 
Sears stores, which, in turn, would adversely affect Sears results of operations and financial condition. In addition, Sears 
may not be able to develop relationships with new suppliers, and products from alternative sources, if any. may be of a lesser 
quality and more expensive than those Sears currently purchases. 

The lack of willingness of the Company's vendors to provide acceptable payment terms could negatil•e(v impact Sears 
liquidi(F and/or reduce the availability of products or services that Sears seeks to procure. 

The Company depends on its vendors to provide it with financing for the Company's purchases of inventory and services. 
Sears vendors could seek to limit the availability of vendor cre·dit to Sears or other terms under which they sell to Sears, or 
both, which could negatively impact the Company's liquidity. In addition, the inability of the Company's vendors to access 
liquidity, or the insolvency of the Company's vendors, could lead to their failure to deliver inventory or other services to 
Sears. Ce11ain of the Company's vendors may finance their operations and/or reduce the risk associated with collecting 
accounts receivable from Sears by selling or "factoring" the receivables or by purchasing credit insurance or other forms 
of protection from loss associated with Sears credit risks. The ability of Sears vendors to do so is subject to the Company's 
perceived credit quality. The Company's vendors could be limited in their ability to factor receivables or obtain credit 
protection in the future because of sears perceived financial position and credit worthiness, which could reduce the availability 
of products or services the Company seeks to procure. 

The Company may be subject to product liabili(~' claims if people or properties are harmed b.J' the products the Company 
sells or the services it offers. 

The Company sells products produced by third party manufacturers. Some of these products may expose the Company to 
product liability claims relating to personal injury, death or property damage caused by such products and may require the 
Company to take actions, such as product recalls. In addition, the Company also provides various services which could give 
rise to such claims. Although Sears maintains liability insurance to mitigate these potential claims, Sears cannot be ceiiain 
that its coverage will be adequate for liabilities actually incurred or that insurance will continue to be available on 
economically reasonable terms or at all. 
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Product liability claims can be expensive to defend and can divert the attention of management and other personnel for 
significant periods, regardless ofthe ultimate outcome. Claims of this nature, as well as product recalls, could also have a 
negative impact on customer confidence in the products and services Sears offers and on the Company's reputation, and 
adversely affect the Company's business and its results of operations. 

If the Company does not maintain the securi(r of its customers, associates or Company il!formation, the Company could 
damage its reputation, incur substantial additional costs and become subject to litigation. 

Any significant security compromise or breach of customer, associate or Company data, either held or maintained by the 
Company or its third pmiy providers, could significantly damage the Company's reputation and brands and result in additional 
costs, lost sales, fines and/or lawsuits. The regulatory environment in Canada related to information security and privacy is 
vety rigorous. There is no guarantee that the procedures that we have implemented to protect against unauthorized access 
to secured data are adequate to safeguard against all data security breaches. A data security breach could negatively impact 
the Company's business and its results of operations. 

The pe1jormance oftlte Company's real estate joint ventures may be affected by events outside o.fthe Company's control. 
The primary objective of the Company's real estate joint venture operations is to maximize the returns on its investments 
in shopping center real estate. Sears reviews the performance of these joint ventures on a regular basis. Shopping center 
investments are non-core assets that Sears sells when Sears believes it is financially advantageous to do so. Similarly, the 
Company may also develop excess land within these real estate holdings and shopping center joint venture investments 
when it is advantageous to do so. The return on such transactions is contingent on the state ofthe economic environment 
and other factors. In addition, the credit worthiness and financial stability of tenants and partners could negatively impact 
the Company's results of operations. 

The Company is subject to a number o.flong-term real estate leases which could restrict the Company's abili(F to respond 
to changes in demographics or the retail environment and adverse(!' affect the Company's results o.f operations. 

As ofFebrumy 2, 20 I 3, the Company operated a total of I I 8 Full-line Department stores. 357 specialty stores (including 48 
Sears Home stores, I I Outlet stores, four Appliances and Mattresses stores, 26 I Hometown Dealer stores operated under 
independent local ownership and 33 Corbeil stores), 1,512 catalogue merchandise pick-up locations and 101 Sears Travel 
offices. Company owned stores consist of I 4 Full-line Department stores and two Sears Home stores, with the majority of 
the remainder held under long-term leases. While the Company is able to change its merchandise mix and relocate stores in 
order to maintain competitiveness, the Company is restricted from vacating a current site without breaching its contractual 
obligations and incurring lease-related expenses for the remaining portion of the lease-term. The long-term nature of the 
leases may limit the Company's ability to respond in a timely manner to changes in the demographic or retail environment 
at any location, which could adversely affect the Company's results of operations. In addition, when leases for the stores in 
the Company's ongoing operations expire, the Company may be unable to negotiate renewals, either on commercially 
acceptable terms, or at all, which could cause us to close stores. Accordingly, the Company is subject to the risks associated 
with leasing real estate, which could have an adverse effect on the Company's results of operations. 

Tlte Company 111{~1' be subject to legal proceedings if the Company violates the operating covenants in its real estate leases 
that could adverse{v affect the Company's business and results of operations. 

As ofFebrumy 2, 2013, the Company had operating covenants with landlords for approximately I 00 Sears brand corporate 
stores. An operating covenant generally requires the Company, during normal operating hours, to operate a store continuously 
as perthe identified format in the lease agreement. As ofFebrumy 2, 20 I 3, the remaining term ofthe various Sears operating 
covenants ranged from less than one year to 25 years, with an average remaining term of approximately seven years. Failure 
to observe operating covenants may result in legal proceedings against the Company and adversely affect the Company's 
business and results of operations. 

The Company is subject to laws and regulations that impact its business and a failure to comp{J' with such laws and 
regulations could lead to lawsuits or regulatOIJ' actions against the Company that could adverse(!' {~{feet the Company's 
business and results of operations. 

Laws and regulations are in place to protect the interests and well-being of the Company's customers and communities, 
business partners, suppliers, employees, shareholders and creditors. Changes to statutes, Jaws, regulations or regulatmy 
policies, including changes in the interpretation, implementation or enforcement of statutes, laws, regulations and regulatory 
policies, could adversely affect the Company's business and results of operations. In addition, Sears may incur significant 
costs in the course of complying with any changes to applicable statutes, Jaws, regulations and regulatmy policies. 
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The Company's failure to comply with applicable statutes, laws, regulations or regulatory policies could result in a judicial 
or regulat01y judgment or sanctions and financial penalties that could adversely impact the Company's reputation, business 
and results of operations. Although the Company believes that it has taken reasonable measures designed to ensure compliance 
with governing statutes, laws, regulations and regulat01y policies in the jurisdictions in which it conducts business, there is 
no assurance that the Company will always be in compliance or deemed to be in compliance. 

Tlze Company is required to comp~l' with federal and provincial environmental laws and regulations, the cost of which 
may adverse~v affect the Company's results of operations and financial condition. 
The Company is exposed to environmental risk as an owner. lessor and lessee of property. Under federal and provincial 
laws, the owner, lessor or lessee could be liable for the costs of removal and remediation of ce1tain hazardous substances 
on its prope1ties or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to 
claims against the Company. 

The Company is currently remediating various locations across Canada where it operated auto centers, gas bars and a logistics 
facility. The extent of the remediation and the costs thereof have not yet been determined. Sears continues to monitor the 
costs of remediation and appropriately provide for these costs in its reserves. If we commit to renovating a leased or owned 
building that contains or may contain asbestos, or if asbestos is inadveitently disturbed, we will be legally obligated to 
comply with asbestos removal standards. The extent of this liability has not yet been determined because the costs to remove 
asbestos depend upon factors including, among others, the location and extent of any renovations undertaken. I nadve1tent 
disturbance of asbestos cannot be foreseen. The costs incurred by Sears could be significant and may negatively impact the 
Company's results of operations and financial condition. 

The Company is exposed to a variety of legal proceedings, including class action lawsuits, aml tax audits which, if 
adJJerse(v decided, could materiai(J' adverse(v affect tlte Company. 

The Company is currently involved in various legal proceedings incidental to the normal course of business. Although the 
Company is of the view that the final disposition of any such litigation is not expected to have a material adverse effect on 
its liquidity, consolidated financial position or results of operations, the outcome of such litigation cannot be predicted with 
ce1tainty. 

In the ordinal)' course of business, the Company is subject to ongoing audits by tax authorities. While we believe that the 
Company's tax filing positions are appropriate and supportable, periodically, ce1tain matters are reviewed and from time to 
time and challenged by the tax authorities. As the Company routinely evaluates and provides for potentially unfavorable 
outcomes with respect to any tax audits, it believes that the final disposition of tax audits will not have a material adverse 
effect on its liquidity, consolidated financial position or results of operations. If the result of a tax audit materially differs 
from the existing provisions, the Company's effective tax rate and net earnings could be affected positively or negatively 
in the period in which the tax audits are completed. 

Events outside the Company's control such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages could have a material adverse effect on the 
Company's business and results of operations. 

The Company's business is sensitive to customers' spending patterns, which may be affected by domestic and international 
social or political unrest, natural disasters, extreme or unseasonable weather, acts of war or terrorism, or other significant 
events outside of the Company's control, any of which could lead to a decrease in spending by consumers. In addition, such 
events as well as systems breakdowns and power outages could cause store closures, disrupt supply chain or other operations, 
delay shipments of merchandise to consumers, reduce revenue and result in expenses to repair or replace facilities. Disruptions 
during a peak season such as the month of December, which may account for up to 40% of a year's earnings, could have a 
particularly adverse effect on the Company's business and results of operations. 

The Company's business could suffer if it is unsuccessful in making, integrating, and maintaining acquisitions and 
iltJJestments. 
From time to time we pursue strategic acquisitions of, joint ventures with, or investments in, other companies or businesses, 
although the Company has no present commitments with respect to any material acquisitions or investments. Any such 
acquisition,joint venture or investmentthat the Company makes may require Sears to spend its cash, or incur debt, contingent 
liabilities, or amortization expenses related to intangible assets, any of which could reduce the Company's profitability and 
harm its business. 
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Acquisitions, joint ventures and investments also increase the complexity of the Company's business and place strain on its 
management, personnel, operations, supply chain, financial resources, and internal financial controls and reporting functions. 
The Company may not be able to manage acquisitions, joint ventures or investments effectively, which could damage the 
Company's reputation, limit its growth and adversely affect its business and results of operations. 

Financial Risks 

The Company's business It as been and will continue to be affected by Canadian and worldwide economic conditions; a 
persistence or worsening of current economic conditions could lead to reduced revenues and gross margins, and negative(v 
impact the Company's liquidity. 
The Company plans its operations giving regard to economic and financial variables that are beyond its control. Changes to 
these variables may adversely impact the Company's performance. Should the current economic conditions persist or worsen, 
heightened competition, a further decline in consumer confidence, lower disposable income, higher unemployment and 
personal debt levels may result, which could lead to reduced demand for the Company's products and services. Any of these 
events could cause the Company to increase inventory markdowns and promotional expenses. thereby reducing the Company's 
gross margins and results of operations. The Company's results of operations have been negatively impacted as a result of 
the current economic conditions and the volatility in the Canadian and global economies and it is difficult to accurately assess 
the potential impact on the Company's business. If the Canadian or global economies continue to worsen, however, the 
Company could experience a decline in same store sales, erosion of gross profit and profitability. 

Increasing fuel and energy costs may have a significant negative impact on the Company's operations. The Company requires 
significant quantities of fuel for the vehicles used to distribute and deliver inventory and the Company is exposed to the 
risk associated with variations in the market price for petroleum products. The Company could experience a disruption in 
energy supplies, including its supply of gasoline, as a result of factors that are beyond the Company's control, which could 
have an adverse effect on the Company's business. Ce1iain of the Company's vendors also are experiencing increases in the 
cost of various raw materials, such as cotton, oil- related materials, steel and rubber, which could result in increases in the 
prices that the Company pays for merchandise, particularly apparel, appliances and tires and adversely affect the Company's 
results of operations. 

Liquidity Risk 

The Company could face liquidity risk due to various factors, including but not limited to, the unpredictability of the current 
economic climate, failure to secure appropriate funding vehicles and cash flow issues relating to the operation and management 
of the business. Failure to fulfill financial obligations due and owing from the Company as a result of this liquidity risk could 
have undesirable consequences on Sears. 

Fluctuations in U.S. and Canadian dollar exchange rates may f~ffect the Company's results of operations. 
The Company's foreign exchange risk is currently limited to currency fluctuations between the Canadian and U.S. dollar. 
The Company is vulnerable to increases· in the value of the U.S. dollar relative to the Canadian dollar because the majority 
of its revenues are denominated in Canadian dollars and a substantial amount of the merchandise the Company purchases 
is priced in U.S. dollars. The costs of these goods in Canadian dollars rise when the U.S. dollar increases in value relative 
to the Canadian dollar and, as a result, the Company may be forced to increase its prices or reduce its gross margins. We 
may use foreign currency forward and option contracts to hedge the exchange rate risk on a portion of the Company's expected 
requirement for U.S. dollars. There can be no assurance that the Company's hedging eff01is will achieve their intended results 
or that the Company's estimate of its requirement for U.S. dollars will be accurate, with the result that currency fluctuations 
may have an adverse impact on the Company's results of operations. 

In addition, the appreciation of the Canadian dollar over the past few years relative to the U.S. dollar presents an additional 
challenge to the Company as its customers are motivated to cross-border shop, which may have an adverse impact on the 
Company's results of operations. 

The Company is e.\posed to counte1par(~· credit ris/; which could adverse(F f~ect its results of operations. 
Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of counterparties to meet 
their payment obligations to the Company. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, 
short- term investments, accounts receivable and investments included in other long-term assets. Cash and cash equivalents, 
accounts receivable, derivative financial assets, and other long-term assets of$314.5 million as at February 2, 2013 (Janumy 
28, 2012: $514.9 million) expose the Company to credit risk should the borrower default on maturity of the investment. 
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Although the Company seeks to manage this exposure through policies that require borrowers to have a minimum credit 
rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating, there can be no 
assurance that the Company will be able to successfully manage its credit risk. 

The Company invests its surplus cash in investment grade, shmi-tenn money market instruments, the return on which depends 
upon interest rates and the credit worthiness of the issuer. The Company attempts to mitigate credit risk resulting from the 
possibility that an issuer may default on repayment by requiring that issuers have a minimum credit rating and limiting 
exposures to individual borrowers. 

The Company is exposed to interest rate risk which could adverse(v affect its results of operations. 
Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. Cash and 
cash equivalents and borrowings under the Company's $800.0 million senior secured revolving credit facility, or the Credit 
Facility, are subject to interest rate risk. The total outstanding balance subject to interest rate risk as at February 2. 2013 was 
a net asset of $238.3 million (January 28, 20 I 2: $297.7 million). An increase or decrease in interest rate of 0.25% would 
cause an immaterial after-tax impact on net earnings (loss). 

Expenses associated with the Company's retirement benefit plans may fluctuate significant(!' depending on changes in 
actuarial assumptions, future market pelformance of plan assets, and other events outside of the Company's control and 
adversely affect the Company's results of opemtions. 
The Company currently maintains a defined benefit registered pension plan, a non-registered supplemental savings 
arrangement and a defined benefit non-pension post-retirement plan, which provides life insurance, medical and dental 
benefits to eligible retired associates through a health and welfare trust. The defined benefit plan continues to accrue benefits 
related to future compensation increases although no further service credit is earned. In addition. the Company no longer 
provides medical. dental and life insurance benefits at retirement for associates who had not achieved the eligibility criteria 
for these non- pension post-retirement benefits as at December 3 I, 2008. 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New 
regulations and market driven changes may result in changes in the discount rates and other variables which would result in 
the Company being required to make contributions in the future that differ significantly from the estimates. 

Management is required to use assumptions to account for the plans in conformity with !FRS. However, actual future 
experience will differ fi-om these assumptions giving rise to actuarial gains or losses. In any year, actual experience differing 
from the assumptions may be material. Plan assets consist primarily of cash, alternative investments, marketable equity and 
fixed income securities. The value of the marketable equity and fixed income investments will fluctuate due to changes in 
market prices. Plan obligations and annual pension expense are determined by independent actuaries and through the use of 
a number of assumptions. 

Although the Company believes that the assumptions used in the actuarial valuation process are reasonable, there remains 
a degree of risk and uncertainty which may cause results to differ materially from expectations. Significant assumptions in 
measuring the benefit obligations and pension plan costs include the discount rate and the rate of compensation increase. 
See Note 20.4 "Pension assumptions" of the Notes to the 2012 Annual Consolidated Financial Statements for more information 
on the weighted-average actuarial assumptions for the plans. 

Tlte Company faces risks associated with impairment of goodwill and other assets. 
The Company's goodwill, intangible assets and long-lived assets, primarily consisting of stores and joint ventures, are subject 
to periodic testing for impairment. A significant amount of judgment is involved in the periodic testing. Failure to achieve 
sufficient levels of cash flow within each of the Company's cash generating units or specific operating units could result in 
impairment charges for goodwill and intangible assets or fixed asset impairment for long-lived assets, which could have a 
material adverse effect on the Company's reported results of operations. 

46 

197 



Risks Relating to the Company's Relationship with Sears Holdings 

The Company may lose rights to some intellectual property if Sears Holdings' equi(r ownership in the Company falls 
below specified thresholds. 
The Company relies on its right 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 its business. The Company's right to use the "Sears" name 
and certain other brand names was granted pursuant to a license agreement with Sears Holdings. 

The Company's license to use the ''Sears" name and certain brand names may be terminated if Sears Holdings' indirect 
ownership interest in the Company is reduced to less than 25%. In addition, the Company's license to use the "Sears" name 
may also terminate upon the occurrence of ce1iain bankruptcy events. Losing the Company's right to use these intellectual 
properties could significantly diminish the Company's competitiveness and could materially harm its business.Jfthe license 
agreement is terminated. the Company would attempt to renegotiate the license agreement although the terms of any 
renegotiated license agreement would likely be less favorable to the Company. 

Some of the Company's directors and executive officers may have conflicts of interest because of their ownership of Sears 
Holdings common stock and positions with Sears Holdings. 
Some of our directors and executive officers own Sears Holdings common stock. In addition, one of our directors, William 
R. Harker, is a consultant to Sears Holdings. Ownership of Sears Holdings common stock by our directors and officers and 
the presence of persons associated with Sears Holdings on the Company's board of directors could create, or appear to create, 
conflicts of interest with respect to matters involving both the Company and Sears Holdings. 

Risks Relating to Our Common Shares 

As long as Sears Holdings or ESL Investments, Inc. ("ESL '? controls the Company, a shareholder's ability to influence 
matters requiring shareholder approval will be limited. 
Sears Holdings controls approximately 51% of the Company's voting power and ESL directly controls approximately 28% 
of the Company's voting power. As of the date of this MD&A, ESL controlled Sears Holdings and, therefore, ESL directly 
or indirectly controls approximately 79% of the Company's voting power. So long as ESL directly or indirectly controls a 
majority of the Company's outstanding common shares, ESL will have the ability to control the election of the board of 
directors and the outcome of certain shareholder votes. 

Accordingly, Sears Holdings and ESL will continue to have the ability to exercise control over certain actions to be taken 
or approved by the Company's directors and shareholders, including with respect to certain mergers or business combinations 
or dispositions of all or substantially all of the Company's assets. Sears Holdings and ESL's voting control may discourage 
transactions involving a: change of control ofthe Company, including transactions in which a shareholder might otherwise 
receive a premium for his/her shares over the then-current market price. Subject to ce1iain limits, Sears Holdings is also not 
prohibited from selling a controlling interest in the Company to a third party and may ·do so without shareholder approval 
and, subject to applicable laws, without providing for a purchase of a shareholder's common shares. 
Sears Holdings and ESL's interests may be different than a shareholder's interests and Sears Holdings and ESL may have 
investments in other companies that may compete with the Company, and may have interests fi·om time to time that diverge 
from the interests of shareholders, particularly with regard to new investment opportunities. 

In addition, conflicts of interest may arise between Sears Holdings and/or ESL and the Company, including corporate 
opportunities, potential acquisitions or transactions, as well as other matters. The Company may be adversely affected by 
any conflicts of interest between Sears Holdings and/or ESL and the Company. 

Furthermore, neither Sears Holdings nor ESL owes the Company or the Company's shareholders any fiduciary duties under 
Canadian law. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

The preparation and presentation of the Company's consolidated financial statements and the overall accuracy and integrity of the 
Company's financial reporting are the responsibility of management. The accompanying consolidated financial statements have 
been prepared in accordance with International Financial Reporting Standards as issued by the International Accounting Standards 
Board (IASB ), and include ce1iain amounts that are based on management's best estimates and judgments. Financial information 
contained elsewhere in this Annual Repmi is consistent with the information set out in the consolidated financial statements. 

In fulfilling its responsibilities, management has developed and maintains an extensive system of disclosure controls and procedures 
and internal control over financial repmiing processes that are designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly recorded and repmied within the required time periods, and financial records are reliable for the preparation 
ofthe financial statements. The Company's internal auditors, who are employees of the Company, also review and evaluate internal 
controls on behalf of management. 

The Board of Directors monitors management's fulfillment of its responsibilities for financial repo1iing and internal controls 
principally through the Audit Committee. The Audit Committee, which is comprised solely of independent directors, meets 
regularly with management, the internal audit department and the Company's external auditors to review and discuss audit activity 
and results, internal accounting controls and financial reporting matters. The external auditors and the internal audit department 
have unrestricted access to the Audit Committee, management and the Company's records. The Audit Committee is also responsible 
for recommending to the Board of Directors the proposed nomination of the external auditors for appointment by the shareholders. 
Based upon the review and recommendation of the Audit Committee, the consolidated financial statements and Management's 
Discussion and Analysis have been approved by the Board of Directors. 

The Company's external auditors, Deloitte LLP, have audited the consolidated financial statements in accordance with International 
Financial Reporting Standards as issued by the IASB. 

Calvin McDonald 
President and Chief Executive Officer 

Toronto, Ontario 
March 14,2013 

E.J. Bird 
Interim Chief Financial Officer 
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Report of Independent Registered Chartered Accountants 

To the Shareholders and Board of Directors of 
Sears Canada Inc. 

We have audited the accompanying consolidated financial statements of Sears Canada Inc. and subsidiaries, which comprise the 
consolidated statements of financial position as at February 2, 2013 and January 28,2012 and the consolidated statements of net 
earnings (loss) and comprehensive income (loss), consolidated statements of changes in shareholders' equity and consolidated 
statements of cash flows for the 53 and 52-week periods ended Februmy 2, 2013 and Janumy 28,2012, and a summary of significant 
accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
International Financial RepOiiing Standards as issued by the International Accounting Standards Board, and for such internal 
control as management determines is necessmy to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 
in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free fi·om material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor'sjudgment including the assessment of the risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sears Canada 
Inc. and subsidiaries as at Februa1y 2, 2013 and Janumy 28, 2012 and their financial performance and cash flows for the 53 and 
52-week periods ended February 2, 2013 and Janumy 28,2012 in accordance with International Financial Repoiiing Standards 
as issued by the International Accounting Standards Board. 

Independent Registered Chartered Accountants 
Licensed Public Accountants 
March 14,2013 
Toronto, Canada 
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

As at As at 
(in CAD millions) Notes February 2, 2013 January 28. 2012 

ASSETS 
Current assets 
Cash and cash equivalents 5 $ 237.0 $ 397.4 

Accounts receivable, net 6.14 76.2 116.2 

Income taxes recoverable 22 5.5 4.1 

Inventories 7 851.4 823.9 

Prepaid expenses 8 30.1 27.9 

Total current assets 1,200.2 1,369.5 

Non-current assets 
Property, plant and equipment 9,19 840.0 872.0 

Investment property 9 21.7 21.7 

Intangible assets 10.2 27.2 23.6 

Goodwill 10.1 8.7 8.7 

Investment in joint ventures 11 263.4 301.4 

Deferred tax assets 22 83.8 84.6 

Other long-term assets 12, 14,16,22 34.1 49.2 

Total assets $ 2,479.1 $ 2,730.7 

LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 14,15 $ 482.0 $ 576.8 

Deferred revenue 13 197.5 208.0 

Provisions 16 66.3 64.8 

Income taxes payable 22 1.0 

Other taxes payable 33.9 42.8 

Current portion of long-term obligations 14,17,19,25 5.2 5.1 

Total current liabilities 784.9 898.5 

Non-current liabilities 
Long-term obligations 14,17,19,25 30.9 117.6 

Deferred revenue 13 90.7 89.2 

Retirement benefit liability 20.1 415.7 452.3 

Deferred tax liabilities 22 5.8 5.3 

Other long-term liabilities 16,18 74.7 75.8 

Total liabilities 1,402.7 1,638.7 

SHAREHOLDERS' EQUITY 
Capital stock 24 14.9 15.0 

Retained earnings 24,25 1,208.2 1,218.5 

Accumulated other comprehensive loss (146. 7) (141.5) 

Total shareholders' equity 1,076.4 1,092.0 
Total liabilities and shareholders' equity $ 2,479.1 $ 2,730.7 

The accompanying notes are an integral part or these consolidated linancial statements. 

On Behalf of the Board of Directors, 

lr ~~ 
~· 

il ;', f~J/_ 
·' 

-""-:;. 

W. C. CrowleY E.J. Bird 
Chairman or the Board Director 
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CONSOLIDATED STATEMENTS OF NET EARNINGS (LOSS) AND COMPREHENSIVE INCOME (LOSS) 
For the 53 and 52-week periods ended February 2, 2013 and January 28, 2012 

(in CAD millions. except per share amoums; Notes 2012 2011 

Revenue 26 $ 4,300.7 $ 4,619.3 

Cost of goods and services sold 7 2,749.2 2,932.3 

Selling, administrative and other expenses 9,10,20.4,27 1,634.4 1,737.9 

Operating loss (82.9) (50.9) 

Gain on lease terminations 28 167.1 

Gain on sale of interest in joint venture 11 8.6 

Gain on settlement of post-retirement benefits 20 21.1 

Finance costs 17,22 13.3 16.0 

Interest income 5 4.1 1.7 

Share of income from joint ventures 1 I 9.5 8.3 

Earnings (loss) before income taxes 114.2 (56.9) 

I nco me tax (expense) recovery 

Current 22 (8.2) (18.7) 

Deferred 22 (4.8) 25.3 

(13.0) 6.6 

Net earnings (loss) $ 101.2 $ (50.3) 

Basic net earnings (loss) per share "') 
;)~ $ 0.99 $ (0.48) 

Diluted net earnings (loss) per share 32 $ 0.99 $ ( 0.48) 

Net earnings (loss) $ 101.2 $ (50.3) 

Other comprehensive loss, net of taxes: 

Loss on foreign exchange derivatives, net of income tax 
recovery of nil (2011: recovery of$1 .7) (4.1) 

Reclassification to net earnings (loss') of(gain) loss on 
foreign exchange derivatives, net of income tax recovery 
of nil (2011: recovery of$2.8) (0.2) 7.1 

Remeasurement loss on net defined retirement benefit 
liability, net of income tax recovery of$3.5 (201 1: 
recovery of$27.4) 20.7 (5.0) (79.1) 

Total other comp1·ehensive loss (5.2) (76.1) 

Comprehensive income (loss) $ 96.0 $ ( 126.4) 

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 
For the 53 and 52-week periods ended February 2, 2013 and January 28, 2012 

Accumulated other comprehensiYe loss (income) 

Foreign 
exchange Total 

derirath·es Accumulated 
designated as othe1 

Capital Retained cash UenleastrreJJ/ellf comprehensi,·e Shareholders· 
(in CAD millions) Notes stock eamings .flow hedges loss loss (income) equity 

Balance as at January 28, 2012 s 15.0 $1,218.5 s 0.2 s (J..l1.7) $ (141.5) s 1,092.0 

Neteamings 101.2 101.2 

Other comprehensire loss 

Reclassification of gain on foreign 
exchange derivatives (0.2) (0.2) (0.2) 

Remeasurement loss on net defined 
retirement benefit liability (5.0) (5.0) (5.0) 

Total other comprehensire loss (0.2) (5.0) (5.2) (5.2) 

To!Ctl comprehensive income (loss) 101.2 (0.2) (5.0) (5.2) 96.0 

Repurchases of common shares 24 (0.1) (9.6) (9.7) 

Dividends declared (101.9) (101.9) 

Balance as at February 2, 2013 $ 14.9 $1,208.2 s $ (146.7) $ (146.7) s 1,076.4 

Balance as at January 29, 2011 $ 15.4 $1,310.4 $ (2.8) $ ((;)26) $ (65.4) $ 1.260.4 

Net loss (50.3) (50.3) 

Other comprehensh·e (loss) income 

Loss on foreign exchange derivatives (41) (41) (4.1) 

ReclassitJcation or loss on foreign 
exchange derivatives - 7.1 7.1 7.1 

Remeasurement loss on net de11ned 
retirement benefit I iabil ity (79.1) (791) (79.1) 

Total other comprehensire (loss) income 3.0 (79.1) (76.1) (76.1) 

Total comprehensive (loss) income (50.3) 3.0 (79.1) (76.1) (126.4) 

Repurchases of common shares 24 (0.4) (41.6) (42.0) 

Balance as at January 28, 2012 $ 15.0 $1.218.5 $ 0.2 $ ( 141.7) $ ( 141.5) $ 1.092.0 

The accompanying notes are an integral part of these consolidated llnancial statements. 

53 



205 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the 53 and 52-week periods ended February 2, 2013 and January 28, 2012 

(in CAD millions) Notes 2012 2011 

Cash flow (used for) generated from operating activities 
Net earnings (loss) $ 101.2 $ (50.3) 

Adjustments for: 

Depreciation and amortization expense 9,10.2 113.3 114.9 

Impairment (reversal) losses 9 (0.2) 2.5 

Loss on disposal of property, plant and equipment 1.2 1.1 

Gain on sale of interest in joint venture 11 (8.6) 

Gain on lease terminations 28 (167.1) 

Finance costs 17 13.3 16.0 

Interest income 5 (4.1) ( 1.7) 

Share of income from joint ventures II (9.5) (8.3) 

Retirement benefit plans expense 20.4 31.6 30.2 

Gain on settlement of post-retirement benefits 20 (21.1) 

Shm1-term disability expense 20.4 8.4 8.4 

Income tax expense (recovery) 22 13.0 (6.6) 

Interest received 5 2.3 1.6 

Interest paid 17 (5.3) (4.6) 

Retirement benefit plans contributions 20.4 (63.0) (17.9) 

Income tax refunds (payments), net 22 9.0 (21.6) 

Other income tax (deposits) receipts, net 22 (4.1) 

Changes in non-cash working capital 33 (122.2) 29.6 

Changes in long-term assets and liabilities 32.0 (8.3) 

(79.9) 85.0 
Cash flow generated from (used for) investing activities 

Purchases of property, plant and equipment and intangible assets 9,10.2 (97.5) (84.3) 

Proceeds from sale of property, plant and equipment 2.2 0.7 

Proceeds from lease terminations 28 175.0 

Proceeds from sale ofCantrex operations 29 3.5 

Proceeds from sale of joint venture I 1 38.3 

Dividends received from joint ventures 18.4 20.1 

139.9 (63.5) 

Cash flow used for financing activities 
Interest paid on finance lease obligations 17,19 (2.4) (2.2) 

Repayment of long-term obligations (142.3) (I 17.1) 

Proceeds fi·om long-term obligations 35.8 105.0 

Dividend payments 24 (1 01.9) 

Repurchases of common shares 24 (9.7) (42.0) 

(220.5) (56.3) 

Effect of exchange rate on cash and cash equivalents at end of period 0.1 (0.1) 
Decrease in cash and cash equivalents (160.4) (34.9) 

Cash and cash equivalents at beginning of period $ 397.4 $ 432.3 
Cash and cash equivalents at end of period $ 237.0 $ 397.4 

The accompanying notes are an integral part of these consolidated financial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. General information 

Sears Canada Inc. is incorporated in Canada. The address of its registered office and principal place of business is 290 Yonge 
Street, Suite 700, Toronto, Ontario, Canada M5B 2C3. The principal activities of Sears Canada Inc. and its subsidiaries (the 
"Company") include the sale of goods and services through the Company's Retail channel, which includes its Full-line, Sears 
Home, Hometown Dealer, Outlet, Appliances and Mattresses, Corbeil Electrique Inc. ("Corbeil") stores, and its Direct (catalogue/ 
internet) channel. It also includes service revenue related to product repair, home improvement, and logistics. Commission revenue 
includes traveL insurance, and performance payments received from JPMorgan Chase Bank, N.A. (Toronto Branch) (''JPMorgan 
Chase") under the Company's long-term credit card marketing and servicing alliance with JPMorgan Chase. The Company has 
partnered with Thomas Cook Canada Inc. ("Thomas Cook'') in a multi-year licensing arrangement. under which Thomas Cook 
manages the day-to-day operations of all Sears Travel offices. Licensee fee revenues are comprised of payments received from 
licensees, including Thomas Cook, that operate within the Company's stores. The Company is a party to a number ofjoint ventures 
which have been classified as jointly controlled entities for financial reporting purposes. These joint ventures are jointly controlled 
by the venturers who are entitled to a share of the joint ventures' income or loss. 

The indirect parent of the Company is Sears Holdings Corporation ("Sears Holdings"), incorporated in the U.S. in the state of 
Delaware. The ultimate controlling party of the Company is ESL Investments, Inc. (incorporated in the U.S. in the state of Florida) 
through Sears Holdings. 

2. Significant accounting policies 

2.1 Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with International Financial Repotiing 
Standards as issued by the International Accounting Standards Board ('"I FRS"), which are effective and applicable to the Company 
as at the end of its current fiscal year. 

2.2 Basis [!/preparation and presentation 

. The principal accounting policies of the Company have been applied consistently in the preparation of its consolidated financial 
statements for all periods presented. These financial statements follow the same accounting policies and methods of application 
as those used in the preparation of the recast 20 II Annual Consolidated Financial Statements. The Company's significant accounting 
policies are detailed in Note 2. 

The fiscal year of the Company consists of a 52 or 53-week period ending on the Saturday closest to January 31. The fiscal years 
for the 20 I 2 and 20 I I consolidated financial statements represent the 53-week period ended February 2, 2013 ("Fiscal 20 I 2" or 
"20 12") and the 52-week period ended January 28, 2012 ("Fiscal 20 II" or "2011 "), respectively. 

The Company's consolidated financial statements are presented in Canadian dollars, which is the Company's functional currency. 
The Company reports as a single business segment but operates several operating segments, with operations focused on the 
merchandising of products and services (see Note 23 ). 

2. 3 Basis (!/measurement 

The consolidated financial statements have been prepared on the historical cost basis, with the exception of cetiain financial 
instruments that are measured at fair value and the retirement benefit asset, which is the net total of plan assets and the present 
value of the retirement benefit liability. On transition to !FRS, the Company elected to measure certain of its propetiy, plant and 
equipment at f~ir value. The fair value was set as the deemed cost, in accordance with !FRS I, as at that date, and represents the 
historical cost basis measurement. Historical cost is generally based on the fair value of the consideration given in exchange for 
assets. 

2.-1 Basis C!l consolidation 

The consolidated financial statements incorporate the financial statements of the Company as well as all of its subsidiaries. Real 
estate joint venture investments are accounted for using the equity method of accounting (described further in Note 2.13 ). 

Subsidiaries include all entities where the Company has the power to govern the financial and operating policies of the entity so 
as to obtain benefits from its activities. 
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All intercompany balances and transactions, income and expenses arising from intercompany transactions are eliminated in the 
preparation of the consolidated financial statements. 

2.5 Cash and cash equira/ents 

Cash and cash equivalents include highly liquid investments with maturities of90 days or less at the date of purchase. Cash and 
cash equivalents are considered to be restricted when they are subject to contingent rights of a third party customer, vendor, 
government agency or financial institution. 

2. 6 Short-term inrestments 

Short-term investments include investments with maturities between 91 to 364 days from the date of purchase. 

2. 7 lnrentories 

Inventories are measured at the lower of cost and net realizable value. Cost is determined using the weighted average cost method. 
based on individual items. The cost is comprised of the purchase price. plus the costs incurred in bringing the inventory to its 
present location and condition. Net realizable value is the estimated selling price in the ordinary course ofbusiness less the estimated 
costs to sell. Rebates and allowances received from vendors are recognized as a reduction to the cost of inventory, unless the 
rebates clearly relate to the reimbursement of specific expenses. A provision for shrinkage and obsolescence is calculated based 
on historical experience. All inventories consist of finished goods. 

2.8 Proper(v. p/anr and equipment 

Prope1iy, plant and equipment are measured at cost or deemed cost less accumulated depreciation and accumulated impairment 
losses. Costs include expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes site preparation costs, design and engineering fees, freight (only on initial freight costs incurred between the vendor and 
the Company), installation expenses and provincial sales tax (Saskatchewan, Manitoba and Prince Edward Island), and is net of 
any vendor subsidies or reimbursements. An allocation of general and specific incremental interest charges for major construction 
projects is also included in the cost of related assets. 

When the significant parts of an item of property, plant and equipment have varying useful lives, they are accounted for as separate 
components of property, plant and equipment. Depreciation is calculated based on the depreciable amount of the asset or significant 
component thereof if applicable. which is the cost of the asset or significant component less its residual value. Depreciation is 
recognized using the straight-line method for each significant component of an item of property. plant and equipment and is 
recorded in "Selling, administrative and other expenses'' in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive 
Income (Loss) . The estimated useful lives are 2 to 13 years for equipment and fixtures and I 0 to 50 years for buildings and building 
improvements. The estimated useful lives, residual values and depreciation methods for property, plant and equipment are reviewed 
annually and adjusted, if appropriate, with the effect of any changes in estimates accounted for on a prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease, unless it is reasonably certain that the Company will obtain ownership by the end of the 
lease term. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the proceeds from sale or the cost of retirement and the carrying amount of the asset, and is recognized in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

For a discussion on the impairment of tangible assets refer to Note 2.11. Prope1iy, plant and equipment are reviewed at the end of 
each reporting period to determine whether there is an indicator of impairment. 

2. 9 fllrestmem property 

The Company's investment property consists of vacant land which is not currently used in its operations. Investment prope1iy is 
measured at its deemed cost less accumulated impairment losses. 

The fair values of the investment property is estimated using observable data based on the current cost of acquiring comparable 
properties within the market area and the capitalization of the prope1iy's anticipated revenue. The Company engages independent 
qualified third parties to conduct appraisals of its investment property. 
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The gain or loss arising on the disposal or retirement of an item of investment property is determined as the difference between 
the proceeds from sale or the cost of retirement, and the canying amount of the asset, and is recognized in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Investment property is reviewed at the end of each reporting period to determine whether there is any indicator of impairment. 

2.10 Intangible assets 

2.1 0.1 Finite life intangible assets other than goodwill 

Finite life intangible assets consist of purchased and internally developed software. Intangible assets are carried at cost less 
accumulated amortization and accumulated impairment losses and are amortized on a straight-line basis over their estimated useful 
lives which range from 2 to 5 years. The useful lives of all intangible assets other than goodwill are finite. Amortization expense 
is included in ''Selling, administrative and other expenses" in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss). The estimated useful lives and amortization methods for intangible assets other than goodwill are 
reviewed annually, with the effect of any changes in estimates being accounted for on a prospective basis. 

Internally developed software costs are capitalized when the following criteria are met: 
It is technically feasible to complete the software so that it will be available for use; 
The Company intends to complete the software product; 
The Company has an ability to use the software; 
The Company can demonstrate how the software will generate probable future economic benefits; 
Adequate technical, financial and other resources to complete the development and to use the software product are 
available; and 
The expenditure attributable to the software product during its development can be reliably measured. 

Costs that qualify for capitalization are limited to those that are directly related to each software development project. 

2.1 0.2 Goodwill 

Goodwill arising in a business combination is recognized as an asset at the date that control is acquired ("the acquisition date"). 
Goodwill is measured as the excess ofthe sum of the consideration transferred. over the net fair value of identifiable assets acquired 
less liabilities assumed as of the acquisition date. 

2.11 impairment qftangib/e assets and intangible assets lrith.finite usefii/ /ires 

At the end of each reporting period, the Company reviews property. plant and equipment, investment property. intangible assets 
and goodwill for indicators of impairment. If any such indication exists, the recoverable amount ofthe asset is estimated in order 
to determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual 
asset, the assets are then grouped together into the smallest group of assets that generate independent cash inflows from continuing 
use (the "cash generating unit" or "<;:GU") and a recoverable amount is estimated for that CGU. 

Where a reasonable and consistent basis of ~!location can be identified, corporate assets are also allocated to individual CGUs. 
Otherwise, they are allocated to the smallest group ofCGUs for which a reasonable and consistent allocation basis can be identified. 

I fthe recoverable amount of an asset or a CG U is estimated to be less than its canying amount, the asset or CG U will be reduced 
to its recoverable amount and an impairment loss is recognized immediately. If an impairment for a CGU has been identified, the 
impairment is first allocated to goodwill before other assets held by the CGU. Where goodwill is not part of a CGU, an impairment 
loss is recognized as a reduction in the carrying amount of the assets included in the CGU on a pro rata basis. 

Where an impairment loss subsequently reverses (not applicable to goodwill), the carrying amount of the asset or CGU is revised 
to an estimate of its recoverable amount limited to the carrying amount that would have been determined had no impairment loss 
been recognized for the asset or CG U in prior years. A reversal of an impairment loss is recognized immediately. 

2.12 impairment of goodll'i/1 

Goodwill is not amortized but is reviewed for impairment at least annually. For the purposes of impairment testing, goodwill is 
allocated to each of the Company's CGUs expected to benefit from the synergies of the combination. 

CGUs to which goodwill has been allocated are tested for impairment annually. or more frequently when there is an indication 
that the unit may be impaired. If the recoverable amount of the CGU is less than its carrying amount, the impairment loss is 
allocated first to reduce the canying amount of any goodwill allocated to the CGU, and then to the other assets of the unit on a 
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pro-rata basis, based on the carrying amount of each asset in the unit. Impairment losses for goodwill are not reversed in subsequent 
periods. 

2.13 Investment in joint rentures 

Joint ventures are those entities over which the Company has joint control, established by contractual agreement. The Company 
is a party to a number of joint ventures which have been classified as jointly controlled entities for financial reporting purposes. 
These joint ventures are jointly controlled by the venturers who are entitled to a share of the joint ventures' income or loss. 

Investments in joint ventures are accounted for using the equity method as follows: 
From the date that joint control commences, until the date that it ceases. the Company's share of post-acquisition income 
or losses from joint ventures is recognized in the Consolidated Statements of Net Earnings (Loss) and Comprehensive 
Income (Loss), with a corresponding increase or decrease to the carrying amount of the investments. 
The joint venture reporting periods used in the application of the equity method differ from the Company's reporting 
period end by 1 to 2 months. 
The accounting policies of the joint ventures are aligned with those of the Company for the purposes of applying the 
equity method. 
Gains on transactions between the Company and its joint ventures are eliminated to the extent of the Company's interest 
in the joint ventures, and losses are elin1inated unless the transaction provides evidence of an impairment of the assets 
transferred. 

The Company presents its joint venture investments in "Investment in joint ventures" on the Consolidated Statements ofF inancial 
Position. The Company presents its share of income or losses from joint ventures in "Share of income from joint ventures'' in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

2.1-1 Leasing arrangemems 

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases. 

2.14.1 The Company as lessor 

The Company has entered into a number of agreements to sub-lease premises to third parties. All sub-leases to third parties are 
classified as operating leases. Rental income from operating leases is recognized on a straight-line basis over the term of the lease. 

2.14.2 The Company as Jessee 

Assets held under finance leases are initially recognized by the Company at the lower of the fair value of the asset and the present 
value of the minimum lease payments. The corresponding current and non-current liabilities to the lessor are included in the 
Consolidated Statements of Financial Position as a finance lease obligation in '"Principal payments on long-term obligations due 
within one year" and "Long-term obligations," respectively. The assets are depreciated using the same accounting policy as 
applicable to property. plant and equipment (see Note 2.8). 

Lease payments are app01tioned between finance costs and the lease obligation in order to achieve a constant rate of interest on 
the remaining balance of the liability. The minimum lease payments are allocated between the land and building element in 
proportion to the relative fair values of the leasehold interests, in each of these elements of the lease. 

Assets under operating leases are not recognized by the Company. Operating lease payments are recognized in ··selling. 
administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

In the event that lease incentives are received to enter into leases, such incentives are recognized as a liability. The aggregate 
benefit of incentives is recognized as a reduction of rental expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 

2.15 Retiremenl benefit plans 

The Company currently maintains a defined contribution and a defined benefit registered pension plan, which covers eligible 
regular full-time and part-time associates, a non-registered supplemental savings arrangement and a defined benefit non-pension 
post retirement plan, which provides life insurance, medical and dental benefits to eligible retired associates through a health and 
welfare trust. 
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2.15.1 Defined contribution plan 

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed or matching contributions 
based on employee contributions into a separate legal entity and has no further legal or constructive obligation to pay additional 
amounts. Company contributions to the defined contribution retirement benefit plan are recognized as an expense when employees 
have rendered services entitling them to the contributions. 

2.15.2 Defined benefit plans 

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations prepared by independent qualified actuaries at least every 3 years. Remeasurements comprising of actuarial 
gains and losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding interest) are recognized 
immediately in the statement of financial position with a charge or credit to other comprehensive income (loss) in the period in 
which they occur. Remeasurements recorded in Other comprehensive income (loss) are not recycled into profit or loss. However, 
the entity may transfer those amounts recognized in other comprehensive income (loss) within Accumulated other comprehensive 
income (loss). Past service cost is recognized in profit or loss in the period of plan amendment. Net-interest is calculated by 
applying the discount rate to the net defined benefit liability or asset. Defined benefit costs are split into three categories: 

service cost, past-service cost, gains and losses on cmiailments and settlements: 
net interest expense or income: 
remeasurements. 

The Company presents the first two components of defined benefit costs in "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Remeasurements are recorded in Other comprehensive income (loss). 

The retirement benefit obligation recognized in the Consolidated Statements of financial Position represents the actual deficit or 
surplus in the Company's defined benefit plans. Any surplus resulting from this calculation is limited to the present value of any 
economic benefits available in the form of refunds from the plans or reductions in future contributions to the plans. 

2.15 .3 Termination benefits 

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw the offer of the termination 
benefit and when the entity recognizes any related restructuring costs. 

2.16 Rerenue recognition 

Revenue is measured at the fair value of the consideration received or receivable, excluding sales taxes. Revenue is reduced for 
estimated customer returns, discounts and other similar allowances. 

2.16.1 Sale of goods 

Revenue from the sale of goods is recognized upon delivery to the customer. Revenue relating to goods sold subject to installation, 
such as home improvement products, is recognized when the goods have been delivered aJ1"d the installation is complete. 

2.16.2 Rendering of services 

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract. 

Extended ll'arranty sen·ice contracts 

The Company sells extended warranty service contracts with terms of coverage generally between 12 and 60 months. Revenue 
from the sale of each contract is deferred and amortized on a straight-line basis over the term of the related contract. 

Product repail: handling and installation sen·ices 

Product repair, handling and installation services revenue is recognized once the services are complete. These services are performed 
within a sh01i timefi·ame which is typically one day. 
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2.16.3 Commission and licensee fee revenue 

Commission rerenue 

The Company earns commission revenue by selling various products and services that are provided by third parties, such as sales 
of travel services. home improvement products and insurance programs. As the Company is not the primary obligor in these 
transactions, these commissions are recognized upon sale of the related product or service. 

Licensee fee rerenue 

Fee revenue is received from a variety oflicensees that operate in the Company's stores. Revenue earned is based on a percentage 
of licensee sales. Revenue is recorded upon sale of the related product or service. 

Credit card rerenue 

Revenue is received from JPMorgan Chase relating to credit sales. Revenue is based on a percentage of sales charged on the Sears 
Card or Sears MasterCard and is included in revenue when the sale occurs. 

2.16.4 Interest income 

Interest income is recognized when it is probable that the economic benefits will flow to the Company and the amount of income 
can be reliably measured. Interest income is accrued on a periodic basis by reference to the principal outstanding and the applicable 
interest rate. 

2.16.5 Customer loyalty program 

The Sears Club Points Program (the "Program") allows members to earn points from eligible purchases made on their Sears Card 
and/or Sears MasterCard. Members can then redeem points in accordance with the Program rewards schedule for merchandise. 
When points are earned, the Company defers revenue equal to the fair value of the awards adjusted for expected redemptions. 
When awards are redeemed, the redemption value of the awards is charged against deferred revenue and recognized as revenue. 
The redemption rates are reviewed on an ongoing basis and are adjusted based upon expected future activity. 

2.16.6 Cost of goods and services sold 

Cost of goods and services sold includes the purchase price of merchandise sold. freight and handling costs incurred in preparing 
the related inventory for sale, installation costs incurred relating to the sale of goods subject to installation, write-downs taken on 
inventory during the period, physical inventory losses and costs of services provided during the period relating to services sold. 
less rebates from suppliers relating to merchandise sold. 

2. 1 7 Foreign currency translation 

Transactions in currencies other than the Company's functional currency are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each repmting period, monetary assets and liabilities denominated in foreign currencies 
are retranslated to the functional currency at-the exchange rates prevailing at that date. 

Non-monetmy assets and liabilities denominated in a foreign currency that are measured at historical cost are translated using the 
exchange rate at the date of the transaction and are not retranslated. 

Exchange differences arising on retranslation are recognized in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss) in the period in which they arise. except for exchange differences on certain foreign currency 
hedging transactions. 

2.18 Consideration from a rendor 

The Company has arrangements with its vendors that provide for rebates subject to binding contractual agreements. Rebates on 
inventories subject to binding agreements are recognized as a reduction of the cost of sales or related inventories for the period. 
provided the rebates are probable and reasonably estimable. Rebates on advertising costs subject to binding agreements are 
recognized as a reduction of the adve1tising expense for the period, provided the rebates are probable and reasonably estimable. 

2.19 Taxation 

Income tax expense represents the sum of current tax expense and deferred tax expense. 
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2.19.1 Current tax 

Tax currently payable or recoverable is based on taxable earnings or loss for the repOiiing period. Taxable income differs from 
earnings as repOiied in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss), due to income or 
expenses that are taxable or deductible in other years and items that are not taxable or deductible for tax purposes. The Company's 
liability for current tax is calculated using tax rates that have been enacted or substantively enacted as at the end of the rep01iing 
period and includes any adjustments to taxes payable and/or taxes recoverable in respect of prior years. 

2.19.2 Deferred tax 

Deferred tax is recognized on temporary differences between the canying amounts of assets and liabilities and the corresponding 
tax bases used in the computation of taxable earnings or loss. 

Deferred tax liabilities are generally recognized for taxable temporary differences. Deferred tax assets are generally recognized 
for deductible temporary differences to the extent that it is probable that taxable income will be available, against which deductible 
temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary differences arise 
from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable net earnings or loss nor the accounting income or loss. 

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries and investments 
in joint ventures, except where the Company is able to control the reversal of the temporary difference and it is probable that the 
temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences 
associated with such investments are only recognized to the extent that it is probable that there will be sufficient taxable earnings 
against which to utilize the benefits of the temporary differences and they are expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is no 
longer probable that sufficient taxable income will be available to allow all or part of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applicable in the period in which the liability 
is settled or the asset realized, based on tax rates and tax laws that have been enacted or substantively enacted by the end of the 
reporiing period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the end ofthe reporting period, to recover or settle the carrying amount of its assets 
and liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax 
liabilities, when they relate to income taxes levied by the same taxation authority and when the Company intends to settle its 
current tax assets and liabilities on a net basis. Deferred tax assets and liabilities are not discounted. 

2.19.3 Current and deferred tax for the period 

Current and deferred tax are recognized as a tax expense or recovery in the Consolidated Statements ofNet Earnings (Loss) and 
Comprehensive Income (Loss), except when they relate to items that are recognized outside of earnings or loss (whether in Other 
comprehensive income (loss), "OCI", or directly in equity), in which case. the tax is also recognized outside of earnings or loss, 
or where they arise from the initial accounting for a business combination. In the case of a business combination, the tax effect is 
included in the accounting for the business combination. Interest on the Company·s tax position is recognized as a finance cost. 

2.20 Prorisions 

Provisions are recognized when the Company has a present obligation. legal or constructive. as a result of a past event, it is probable 
that the Company will be required to settle the obligation and a reliable estimate can be made for the amount of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end 
of the rep01iing period, taking into account the risks and uncertainties specific to the obligation. Where a provision is measured 
using the cash flow estimated to settle the present obligation, its carrying amount is the present value of such cash flows. 

When some or all of the economic resources required to settle a provision are expected to be recovered from a third party. a 
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably. 
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2.20.1 Onerous contract provisions 

An onerous contract provision is recognized when the expected benefits to be derived by the Company fi·om a contract are lower 
than the unavoidable cost of meeting its obligations. The provision is measured at the present value of the lower of the expected 
cost of terminating the contract or the expected cost of continuing with the contract. Before a provision is established, the Company 
recognizes any impairment loss on the assets associated with that contract. 

2.20.2 General liability provisions 

The Company purchases third party insurance for automobile, damage to a claimant's property or bodily injury from use of a 
product, and general liability claims that exceed a certain dollar level. However, the Company is responsible for the payment of 
claims under these insured limits. In estimating the obligation associated with incurred losses, the Company utilizes actuarial 
methodologies which are based on historical data and validated by an independent third party. Loss estimates are adjusted based 
on actual claims settlements and rep01ted claims. 

2.20.3 WmTanty provisions 

An estimate for warranty provisions is made at the time the merchandise is sold based on historical warranty trends. Please also 
see Note 16. 

2.20.4 Returns and allowances provisions 

Provisions for returns and allowances are made based on historical rates which represent the expected future outflow of economic 
resources on current sales. 

2.20.5 Environmental provisions 

The Company is exposed to environmental risks as an owner, lessor and lessee of property. Under federal and provincial laws, 
the owner, lessor or Jessee could be liable for the costs of removal and remediation ofce1tain hazardous substances on its prope1ties 
or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims against the 
Company. The provision is based on assessments conducted by third pmiies, as well as historical data. 

2.21 Financial assets 

A II financial assets are recognized and derecognized on the trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned. Financial 
assets are initially measured at fair value plus transaction costs, except for those financial assets at •fair value through profit or 
Joss' ("FVTPL") for which the transaction costs are expensed as incurred. 

Financial assets and liabilities are offset with the net amount presented in the Consolidated Statements ofFinancial Position when, 
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial assets are classified into the following categories: financial assets at FVTPL, 'held-to-maturity' investments, 'available
for-sale' ("AFS") financial assets and' loans and receivables'. The classification depends on the nature and purpose of the financial 
assets and is determined at the time of initial recognition. Currently the Company does not have any 'held-to-maturity' investments. 

2.21.1 Effective interest method 

The effective interest method calculates the amortized cost of a financial asset or financial liability and allocates interest income 
or expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash 

flow (including all fees on points paid or received that form an integral part ofthe effective interest rate, transaction costs and 
other premiums or discounts) through the expected life of the financial instrument, or (where appropriate) a sh01ter period, to the 
net carrying amount on initial recognition. 

Interest income or expense is recognized on an effective interest basis for financial assets and financial liabilities other than those 
classified as at FVTPL. 

2.21.2 Financial assets at FVTPL 

Financial assets are classified at FVTPL when the financial asset is either held-for-trading or it is designated as at FVTPL. 
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2.21.3 AFS financial assets 

The Company's cash equivalents have been classified as AFS financial assets and are measured at fair value. Gains and losses 
arising from changes in fair value are recognized in OCI, with the exception of impairment losses, interest calculated using the 
effective interest method and foreign exchange gains and losses on monetary assets, which are recognized in "Selling, administrative 
and other expenses" or "Interest Income'· in the Consolidated Statements of Net Earnings (Loss) and Comprehensive Income 
(Loss). Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss previously included in 
accumulated other comprehensive income (lossr· ("AOCI") is reclassified to ''Selling, administrative and other expenses'' in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

2.21.4 Loans and receivables 

Cash held by the bank and restricted cash and cash equivalents are classified as 'loans and receivables' and are measured at 
amortized cost. 

Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an active market are also 
classified as 'loans and receivables'. Loans and receivables are measured at amortized cost using the effective interest method. 
less any impairment. Interest income is recognized by applying the effective interest rate, except for short-term receivables, where 
the recognition of interest would be immaterial. 

2.21.5 Impairment of financial assets 

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting period. Financial 
assets are considered to be impaired when there is objective evidence that the estimated future cash flow of the financial asset 
have been negatively affected as a result of events that have occurred after its initial recognition. 

For all financial assets, objective evidence of impairment could include: 
Significant financial difficulty of the issuer or counterparty; or 
Default or delinquency in interest or principal payments; or 
Probability that the borrower will enter bankruptcy or financial reorganization. 

For financial assets carried at amortized cost, the amount of any impairment loss recognized is the difference between the asset's 
carrying amount and the present value of estimated future cash flow discounted at the financial asset's initial effective interest 
rate. When a subsequent event causes the amount of any impairment loss to decrease. the decrease in impairment loss is reversed 
through the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

The carrying amount of the financial asset is reduced by any impairment loss directly for all financial assets with the exception 
of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is 
considered uncollectible its carrying amount is written off including any amounts previously recorded in the allowance account. 
Subsequent recoveries of amounts previously written off are credited to "Selling, administrative and other expenses" in the 
Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). Changes in the canying amount of the 
allowance account are also recognized in "Selling, administrative and other expenses". 

2.21.6 Derecognition of financial assets 

The Company derecognizes a financial asset only when the contractual rights to the cash flow from the asset expire. or when 
substantially all the risks and rewards of ownership ofthe asset are transferred to another entity. If the Company retains substantially 
all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the financial asset and 
also recognizes a collateralized borrowing for the proceeds received. 

2.22 Financial liabilities and equity instrumems 

2.22.1 Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the 
contractual arrangement. 

2.22.2 Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issuance costs. 
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2.22.3 Financial liabilities 

Financial liabilities are recognized on the trade date at which the Company becomes a pmiy to the contractual provisions of the 
instrument. Financial liabilities are classified as either financial liabilities at 'FVTPL' or 'other financial liabilities'. 

2.22.4 Financial liabilities at FVTPL 

Financial liabilities are classified as at FVTPL when they are either held-for-trading or designated as at FVTPL. Currently the 
Company does not have any financial liabilities that have been designated as at FVTPL upon initial recognition. 

2.22.5 Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value. net of transaction costs. Other financial 
liabilities are subsequently measured at amortized cost with interest expense recognized on an effective interest method. 

The Company amotiizes debt issuance transaction costs over the life of the debt using the effective interest method. 

2.:22.6 Derecognition offinancial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged. cancelled or 
expired. 

2.23 ,Vet eamings (loss) per share 

Net earnings (loss) per share is calculated using the weighted average number of shares outstanding during the reporting period. 
Diluted net earnings (loss) per share is determined using the 'treasury stock method,' which considers the potential for the issuance 
of new shares created by unexercised in-the-money options. 

2.2-1 Changes in . ..Jccounting Policy 

!AS /9 (Revised). Employee Benefits ("/.-IS 19') 

The Company elected to early adopt lAS 19 (Revised) in the first quarter of20 12. On June 16, 20 II, the IASB issued amendments 
to lAS 19 which included the elimination of the "corridor approach," which is the option to defer and amortize the recognition of 
actuarial gains and losses. The significant amendments to lAS 19 are as follows: 

The "corridor approach" is to be replaced with full and immediate recognition of actuarial gain and loss remeasurements 
in "Other comprehensive income (loss)" ("OCI''); 
Retirement benefit costs are to consist of service costs, net interest and remeasurements, with remeasurements being 
recorded in OCI; 
Past service costs are to be recognized immediately in the Consolidated Statements ofNet Earnings (Loss); 
Expected returns on plan assets will no longer be recognized in profit or loss. Instead, interest income on plan assets, 
calculated using the discount rate used to measure the pension obligation, will be recognized in the Consolidated Statements 
ofNet Earnings (Loss); 
Plan administration costs are to be expensed as incurred; and 
Disclosures relating to retirement benefit plans will be enhanced and will include discussions on risk associated with 
each plan, an explanation of items recognized in the consolidated financial statements and descriptions ofthe amount. 
timing and uncertainty on the Company's future cash flows. 

The amendments to lAS 19 are effective for annual periods beginning on or after January I, 2013 with early adoption permitted. 
The amendments are required to be applied retrospectively in accordance with lAS 8, Accounting Policies. Changes in Accounting 
Estimates and Errors. 

As the Company adopted the amendments to lAS 19 in the first quarter of2012. the Company has retrospectively adjusted the 
assets and liabilities as at January 28, 2012, January 29, 20 II and January 31, 20 I 0 and income, expenses and cash flow for the 
52-week periods ended January 28,2012 and January 29,2011. 

64 

215 



Impact onfinancia! statement captions 

A summary of the impact arising from the application of the change in accounting policy is as follows: 

Consolidated Statements of Financial Position 

(Increase (decrease) in CAD millions) 

Retirement benefit asset 

Retirement benefit liability 

Net change to retirement benefit asset and liability 

Deferred tax assets 

Deferred tax liabilities 

Net change to deferred tax assets and liabilities 

Accumulated other comprehensive loss 

Retained earnings 

$ 

As at 
January 28. 2012 

(187.7) 

308.2 

(495.9) 

84.0 

(43.6) 

127.6 

( 141.7) 

(226.6) 

Consolidated Statemellts of Net Eamings (Loss) and Comprefzensil'e Income (Loss) 

(Increase (decrease) in CAD millions. except per share amowzts) 

Selling, administrative and other expenses 

Earnings before income taxes 

Deferred income tax expense 

Net earnings 

Basic net earnings per share 

Diluted net earnings per share 

Other comprehensive income 

Total comprehensive income 

Consolidated Statements ofCaslz Flows 

(Increase (decrease) in CAD millions) 

Net earnings 

Retirement benefit plans expense 

I nco me tax expense 

$ 

$ 

Please refer to Note 20 for the prior year comparative figures. 

3. Issued standards not yet adopted 

53-Week 
Period Ended 

Februat·y 2, 2013 

(24.4) 

24.4 

6.4 

18.0 

0.17 

0.17 

1.3 

19.3 

53-Weel• 
Period Ended 

FebruaQ' 2, 2013 

18.0 

(24.4) 

6.4 

The Company monitors the standard setting process for new standards and interpretations issued by the lASB that the Company 
may be required to adopt in the future. Since the impact of a proposed standard may change during the review period, the Company 
does not comment publicly until the standard has been finalized and the effects have been determined. 

On December 16, 20 11, the lA SB issued amendments to three previously released standards. They are as follows: 

lAS 32. Financial Instruments: Presemation ("!AS 32 ") 

The IASB amended lAS 32 to address inconsistencies in current practice in the application of offsetting criteria. The 
amendments provide clarification with respect to the meaning of 'currently has a legally enforceable right of set-off' 

and that some gross settlement systems may be considered equivalent to net settlement. These amendments are effective 
for annual periods beginning on or after January I, 2014. The Company is currently assessing the impact of these 
amendments on the Company's consolidated financial statements and related note disclosures. 
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/FRS 7. Financiallnstrumel71s: Disclosures ("/FRS 7") 

The IASB first amended !FRS 7 on October 7, 20 I 0, to require additional disclosures regarding transfers of financial 
assets. These amendments are effective for annual periods beginning on or after July I, 20 II. The Company applied these 
amendments beginning the first quarter of its Fiscal 2012 year. 

On December 16, 20 II, the lASB approved amendments to !FRS 7, which establishes disclosure requirements to help 
users better assess the effect or potential eftect of offsetting arrangements on a company's financial position. These 
amendments are effective for annual periods beginning on or after January 1, 2013. The Company will apply these 
amendments beginning the first qumter of its Fiscal2013 year and is currently assessing the impact on the Company's 
disclosures. 

I FRS 9. Financial Instruments ("!FRS 9 ") 

The IASB issued !FRS 9 on November 12,2009, which will ultimately replace lAS 39. Financial Instruments: Recognition 
and Measurement ("lAS 39"). The replacement oflAS 39 is a three-phase project with the objective of improving and 
simplifying the reporting for financial instruments. 

The first phase of the project provides guidance on the classification and measurement of financial assets. !FRS 9 was 
subsequently reissued on October 28, 2010, incorporating new requirements on accounting for financial liabilities. On 
December 16, 2011, the IASB amended the mandatOiy effective date of !FRS 9 to fiscal years beginning on or after 
Janumy 1. 2015. The amendment also provides relief from the requirement to recast comparative financial statements 
for the effect of applying !FRS 9. The Company is monitoring the impact of amendments to this standard and is currently 
assessing the impact on the Company's disclosures. 

On June 16, 2011, the IASB issued amendments to the following standard: 

!AS f. Presentation qf Financial Statements ("!AS I'') 

The IASB has amended lAS 1 to require additional disclosures for items presented in OCI on a before-tax basis and 
requires items to be grouped and presented in OCI based on whether they are potentially reclassifiable to earnings or loss 
subsequently (i.e. items that may be reclassified and those that will not be reclassified to earnings or loss). These 
amendments are effective for annual periods beginning on or after July 1, 2012 and require full retrospective application. 
The Company will apply these amendments beginning the first qua1ter of its Fiscal 2013 year and is currently assessing 
the impact to its consolidated financial statements. 

On May 12, :?.0 11. the IASB issued four new standards, all of which are applicable to Annual Reporting periods beginning on or 
after Janumy 1, 2013. The Company is currently assessing the impact of these standards on its consolidated financial statements 
and related note disclosures. The following is a list and description of these standards: 

!AS 28, lnrestmellfs in Associates and Joint fentures ("/AS 28") 

lAS 28 (as amended in 2011) supersedes lAS 28 (2003 ), lnrestments in Associates and outlines how to apply, with certain 
limited exceptions, the equity method to investments in associates and joint ventures. The standard also defines an associate 
by reference to the concept of ''significant influence", which requires power to participate in financial and operating 
policy decisions of an investee (but not joint control or control of those polices); 

!FRS 10. Consolidated Financial Statements ("/FRS' /0") 

!FRS 10 establishes the standards for the presentation and preparation of consolidated financial statements when an entity 
controls one or more entities; 

!FRS I f. Joil11 Arrangements ("!FRS I I"} 

!FRS 1 I replaces lAS 31, Interests in Joint I emu res ("lAS 31 ") and requires that a party in a joint arrangement assess 
its rights and obligations to determine the type of joint arrangement and account for those rights and obligations 
accordingly; 

!FRS I 2. Disclosure qf lnrolrement1rith Other Emities ("!FRS I 2") 

!FRS 12, along with !FRS 11 described above, replaces lAS 31. !FRS 12 requires the disclosure of information that 
enables users of financial statements to evaluate the nature of and the risks associated with, the entity's interests in joint 
ventures and the impact of those interests on its financial position, financial performance and cash flows; and 
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!FRS 13. Fair falue Measurement ("/FRS 13") 

!FRS 13 provides guidance to improve consistency and comparability in fair value measurements and related disclosures 
through a 'fair value hierarchy'. This standard applies when another !FRS requires or permits fair value measurements 
or disclosures. !FRS 13 does not apply for share-based payment transactions, leasing transactions and measurements that 
are similar to, but are not fair value. 

4. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company's accounting policies, management is required to make judgments. estimates and assumptions 
with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
underlying assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of 
the revision and future periods, if the revision affects both current and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting policies, 
key assumptions concerning the future and other key sources of estimation uncertainty that have the potential to materially impact 
the carrying amounts of assets and liabilities within the next fiscal year . 

.f.! Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits of each 
claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by internal and 
external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive I nco me (Loss). For additional information, see Note I 6 . 

./.2 lnrentm:v 

4.2. I Obsolescence, valuation and inventory stock losses 

I nvent01y is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated based 
on historical trends that vary depending on the type of invent01y. 

An adjustment is made each period to value invent01y at the lower of cost and net realizable value. This adjustment is estimated 
based on historical trends that vmy depending on the type of invent01y. 

lnvent01y is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical invent01y count 
data. 

4.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

4.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in the cost of 
invent01y. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and a charge 
or credit to "Cost of goods and services sold" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income 
(Loss). For additional information, see Note 7 . 

./.3 Impairment ofproperty. plam and equipment and inta11gible assets 

The Company's prope1iy, plant and equipment and intangible assets have been allocated to CGUs. Determining whether the CGU 
is impaired requires an estimation of the recoverable amount of the CGU, which is the higher of the fair value less costs to sell 
and its value in use. To determine the recoverable amount of the CGU, management is required to estimate its fair value by 
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evaluating the expected future cash flow using an appropriate growih rate, the estimated costs to sell and a suitable discount rate 
to calculate the value in use. 

Changes in estimates may result in changes to ''Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 9 and Note 10.2. 

,J.-1 Impairment of good1rill 

Determining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to which the 
goodwill is allocated. To determine the recoverable amount ofthe CGU, management is required to estimate its fair value by 
evaluating expected future cash flow using an appropriate grovvth rate, the estimated costs to sell and a suitable discount rate to 
calculate the value in use. 

Changes in estimates may result in changes to "Goodwill" on the Consolidated Statements of Financial Position and a charge to 
''Selling, administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income 
(Loss). For additional information, see Note I 0.1. 

-1.5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation rate, 
salary growih and mmiality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of Financial 
Position and a charge or credit to ''Selling, administrative and other expenses" in the Consolidated Statements of Net Earnings 
(Loss) and Comprehensive Income (Loss). For additional information, see Note 20. 

-1.6 Loyalty program deferred rerenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized upon 
redemption of the points for merchandise. The redemption value oft he points is estimated based on historical behaviour and trends 
in redemption rates and redemption values. 

Changes in estimates may result in changes to "Deferred revenue" (current and non-current) on the Consolidated Statements of 
Financial Position and an increase or decrease to "Revenue'' and/or"Cost of goods and services sold" in the Consolidated Statements 
ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 13. 

-1. 7 Deriratire assets and liabilities 

All derivatives are measured at fair value. U.S. dollar option contracts are traded over-the-counter and give holders the right to 
buy, or selL a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. dollar option 
contracts are derived using a Black-Scholes valuation model. The Company is required to estimate various inputs which are used 
in this model that are a combination of quoted prices and observable market inputs. The fair values of derivatives include an 
adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to ''Derivative financial assets" and "Derivative financial liabilities" on the Consolidated 
Statements of Financial Position and a charge or credit to '·Cost of goods and services sold'', "Selling, administrative and other 
expenses" or ''Other comprehensive income (loss)" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive 
Income (Loss). For additional information, see Note 14. 

-1.8 Prorisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Cost of goods and services sold" or "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 16. 

-1.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception of the 
lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were evaluated based on 
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certain significant assumptions including the discount rate, economic life of a building, lease term and existence of a bargain 
renewal option. 

Changes in estimates or assumptions could cause changes to "Propeiiy, plant and equipment", "Principal payments on long-term 
obligations due within one year'' and ·'Long-term obligations" on the Consolidated Statements of Financial Position and a charge 
or credit to "Selling, administrative and other expenses" and ""Finance costs" in the Consolidated Statements of Net Earnings 
(Loss) and Comprehensive Income (Loss). For additional information, see Note 19 . 

./.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax authorities. The Company 
applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits. Ifthe 
result of a tax audit materially differs from the existing provisions, the Company's effective tax rate and its net earnings (loss) will 
be affected positively or negatively. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", '·Deferred tax assets", '"Income and 
other taxes payable" and "Deferred tax liabilities'' on the Consolidated Statements of Financial Position and a charge or credit to 
"Income tax expense (recovery)" in the Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). For 
additional information, see Note 22. 

5. Cash and cash equivalents and interest income 

Cash and cash equiralents 

The components of cash and cash equivalents were as follows: 

(in CAD millions) 

Cash 

Cash equivalents 

Government treasury bills 

Bank term deposits 

Investment accounts 

Restricted cash and cash equivalents 

Total cash and cash equivalents 

$ 

$ 

As at 
Februar·y 2, 2013 

47.6 $ 

159.9 

20.5 

9.0 

237.0 $ 

The components of restricted cash and cash equivalents are further discussed in Note 21. 

Interest incomf! 

As at 
January 28. 2012 

49.0 

199.9 

121.0 

20.3 

7.2 

397.4 

Interest income related primarily to cash and cash equivalents for the fiscal year ended Februmy 2, 2013 totaled $4.1 million 
(20 11: $1.7 million ). During Fiscal 2012, the Company received $2.3 million (20 II: $1.6 million ) in cash related to interest 
income. 

6. Accounts receivable, net 

The components of accounts receivable, net were as follows: 

As at As at 
(inCA D millions) February 2, 2013 January 28. 2012 

Deferred receivables $ 0.9 $ 1.3 

Other receivables 75.3 114.9 

Total accounts receivable, net $ 76.2 $ 116.2 

Other receivables primarily consist of amounts due from customers, amounts due from vendors and amounts due from JPMorgan 
Chase, as part of the Company's long-term credit card marketing and servicing alliance. 
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Included in the accounts receivable balances above are amounts that are past due but are not provided for, as the Company considers 
the balances to be collectible. These past due accounts receivable balances are listed below: 

(i11 CAD millions) 

Greater than 30 days 

Greater than 60 days 

Greater than 90 days 

Total 

7. Inventories 

$ 

$ 

As at 
February 2, 2013 

5.5 $ 

2.9 

6.8 
15.2 $ 

As at 
January 28. 2012 

3.2 

3.5 

6.4 

13.1 

The amount of inventory recognized as an expense during Fiscal 2012 was $2,537.5 million (2011: $2,703.5 million), which 
includes $92.7 million {20 II: $115.4 million) of inventory write-downs. These expenses are included in "Cost of goods and services 
sold" in the Consolidated Statements of Net Earnings (Loss) and Comprehensive Income {Loss). 

Inventory is pledged as collateral under the Company's revolving credit facility. 

8. Prepaid expenses 

The components of prepaid expenses were as follows: 

(in CAD mi!!iom) 

Rent 

Contracts 

Adve1iising raw materials 

Supplies 

Insurance 

Miscellaneous 

Total prepaid expenses 

$ 

$ 

As at 
fl'bruary 2. 2013 

13.1 

7.9 

1.7 

3.1 

0.4 

3.9 

30.1 

70 

As at 
January 28. 2012 

$ 14.2 

5.2 

1.5 

3.6 

0.3 

3.1 

$ 27.9 
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9. Property, plant and equipment and investment property 

The following is a continuity of property, plant and equipment: 

Buildings and Finance Finance Equipment 
Leasehold Lease Lease and 

(in CAD millions) Land Improvements Buildings Equipment Fixtures Total 

Cost or deemed cost 

Balance at January 29,2011 $ 231.0 $ 1,125.8 $ 37.5 $ $ I, 151.5 $ 2,545.8 

Additions 31.1 3.5 45.1 79.7 

Disposals (4.8) (17.8) (22.6) 

Balance at January 28, 20 I 2 $ 231.0 $ 1,152.1 $ 37.5 $ 3.5 $ 1,178.8 $ 2,602.9 

Additions 29.8 11.7 40.6 82.1 

Disposals (32.2) (3.5) (45.0) (80.7) 

Balance at February 2, 2013 $ 231.0 $ 1,149.7 $ 45.7 $ 3.5 $ 1,174.4 $ 2,604.3 

Accumulated depreciation and 
impairment 
Balance at January 29, 2011 $ $ 656.4 $ 6.5 $ $ 982.2 $ 1,645.1 

Depreciation expense 1 51.0 5.5 1.0 49.3 106.8 

Disposals (3.8) (17.2) (21.0) 

Balance at January 28, 2012 $ $ 703.6 $ 12.0 $ 1.0 $ 1,014.3 $ 1,730.9 

Depreciation expense 1 49.2 5.3 1.0 47.4 102.9 

Disposals (25.7) (3.5) (40.1) ( 69.3) 

Impairment losses (reversals) 1 $ $ 0.5 $ $ $ (0.7) $ (0.2) 
Balance at February 2, 2013 $ $ 727.6 $ 13.8 $ 2.0 $ 1,020.9 $ 1,764.3 

Total property, plant and equipment 

Net Balance at February 2, 2013 $ 231.0 $ 422.1 $ 31.9 $ 1.5 $ 153.5 $ 840.0 
Net Balance at January 28, 2012 $ 231.0 $ 448.5 $ 25.5 $ 2.5 $ 164.5 $ 872.0 

/)epreciation expense and 1111pairmellf losses are mduded m ",\'ellinf!. adminisfrarire and other t!.Ype11SI!S" m1he ( 'onsolida!ed ,)'talt!11h'l1fS (~(Ne! l:'armngs (/.m·sJ and 
( 'omprehe11sh·e !m:ome (f.oss) . 

Impairment loss 

The Company engaged independent qualified third party appraisers to conduct appraisals of its land and building prope1iies. The 
valuation methods used to determine fair value include the direct capitalization and discounted cash flow methods for buildings 
and the direct sales comparison for land. 

During Fiscal 2012. the Company recognized an impairment loss of$1.9M on the l\1ontreal distribution centre (20 II: Nil). The 
impairment loss is due to the application of a lower market rent rate in the valuation model in comparison to the prior year. The 
impairment loss of $1.9M is included in "Selling, administrative and other expenses'' in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive Income (Loss). 

During Fiscal2012, the Company recorded an impairment loss reversal relating to leasehold improvements (net of accumulated 
amortization) of $2.1 million in "Selling, administrative and other expenses". The impairment loss reversal was a result of the 
proceeds received from the agreement to surrender and terminate early the operating lease on its Deerfoot (Calgary) Full-line 
store. The Company did not record any reversals of previously recorded impairment losses during Fiscal 2011. 

lnrestment property 

Investment prope1iy owned by the Company represents vacant land with no operating activity. During Fiscal20 12, there were no 
investment property additions, disposals or impairment losses. As at February 2, 2013, the carrying value and fair value of 
investment prope1iy were $21.7 million and $25.4 million, respectively (January 28, 2012: $21.7 million and $23.2 million). 
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10. Goodwill and intangible assets 

10.1 Allocation of goodJI'ill to cash generating units 

Goodwill has been allocated for impairment testing purposes to the following CGUs: 
Corbeil 
Home Improvement Product Services 

The following is a continuity of goodwill, as allocated by CGU: 

(in CAD mi!lions) 

Corbeil 

Balance, beginning of fiscal year 

Balance, end of fiscal year 

Home Improvement Product Se111ices 

Balance, beginning offisca1 year 

Impairment losses 

Balance, end of fiscal year 

Total goodwill 

$ 

$ 

$ 

$ 

$ 

2012 2011 

2.6 $ 2.6 

2.6 $ 2.6 

6.1 $ 8.6 

(2.5) 

6.1 $ 6.1 

8.7 $ 8.7 

In the assessment of impairment, management used historical data and past experience as the key assumptions in the determination 
of the recoverable amount. The Company completed a test for goodwill impairment on an annual basis in Fiscal 2012 and Fiscal 
2011. 

The Company has made ce11ain assumptions for the discount and terminal growth rates to reflect variations in expected future 
cash flows. These assumptions may differ or change quickly depending on economic conditions or other events. Therefore. it is 
possible that future chm'lges in assumptions may negatively impact future valuations of CGU's and goodwill. which would result 
in further impairment losses. 

Corbeil 

The recoverable amount of this CGU is determined based on its estimated fair value less costs to sell. The fair value was 
determined based on the present value of the estimated cash flow over a I 0 year period and a terminal value equivalent to the 
present value of5 times after-tax cash flow representing the value ofthe business beyond the 10 year cash flow projection. 
Cost to sell was estimated to be 2% of the fair value, which reflects management's best estimate of the potential costs associated 
with divesting of the businesses considered. A discount rate of 10.2% was applied to the cash flow projections based on 
management's best estimate of the CGU's weighted average cost of capital considering the risks facing the CGU. Annual 
growth rates of 5% for the first 5 years and 2% for the subsequent 5 years were used for Corbeil given the businesses' historical 
grovvth experience and anticipated growth. The recoverable amount was determined to be greater than the ·carrying value 
including the goodwill allocated to the Corbeil CGU, therefore, no impairment was identified in Fisca12012 (201 1: Nil). 

Home Improvement Product Services 

The recoverable amount of this CGU is determined based on its estimated fair value less costs to sell. The fair value was 
determined based on the present value of the estimated cash flow over a 10 year period. Cost to sell was estimated to be 2% 
of the fair value of the business. This reflects management's best estimate of the potential costs associated with divesting of 
the business. A discount rate of I 2% per annum was used, based on management's best estimate of the CGU ·s weighted average 
cost of capital considering the risks facing the CGU. The cash flow projection is based on management's best estimate given 
the new strategic relationship with SHS Services Management Inc. to commence in Fiscal 20 I 3. For additional information, 
please see Note 34. The recoverable amount was determined to be greater than the carrying value including the goodwill 
allocated to the Home Improvement Product Services CGU. therefore. no impairment was identified in Fiscal 2012 (20 I I: 
$2.5 million). 
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10.2 Jntang;b/e assets 

The following is a continuity of intangible assets: 

Application Infom1ation 
(in CAD millions) Sofnvare System Software Total 

Cost or deemed cost 

Balance at January 29. 20 II $ 20.0 $ 124.6 $ 144.6 

Additions 6.8 1.5 8.3 

Disposals (0.1) (0.1) 

Balance at January 28, 2012 $ 26.8 $ 126.0 $ 152.8 

Additions 8.1 5.8 13.9 

Disposals (0.4) (0.4) 

Balance at February 2, 2013 $ 34.9 $ 131.4 $ 166.3 
Accumulated amortization 

Balance at January 29, 2011 $ 10.2 $ 110.9 $ 121.1 

Amortization expense 1 3.7 4.4 8.1 

Balance at January 28,2012 $ 13.9 $ 115.3 $ 129.2 

Amortization expense 1 5.1 5.3 10.4 

Disposals (0.5) (0.5) 

Balance at February 2, 2013 $ 19.0 $ 120.1 $ 139.1 
Total intangible assets 

Net Balance at February 2, 2013 $ 15.9 $ 11.3 $ 27.2 
Net Balance at January 28, 2012 $ 12.9 $ 10.7 $ 23.6 

Amorti::ation expense and impairme/11 losses are included in "'Selling. administrative and other expenses" in the Consolidated Statements q(l\"el 
Eamings (Los;) and Comprehensh·e Income (Loss) .. \'o impairmelll losses 11"ere recogni::ed on imangibfe asse/sfor both Fiscal 2012 and Fiscal 201 f. 

11. Investment in joint ventures 

The Company's investment in joint ventures includes its share of income or losses from its joint venture interests in II shopping 
centres across Canada, most of which contain a Sears store. Joint venture investments range from 15% to 50% and are co-owned 
with Westcliff Group and Ivanhoe Cambridge Prope1ties. The jointly controlled entities and Sears ownership interest in each as 
at February 2, 2013 are listed below: 

Entity Name 

Carrefour Richelieu Realties (St-Jer6me) 

Carrefour Richelieu Realties (St-Jean) 

Carrefour Richelieu Realties (CmTefour Angrignon) 

Carrefour Richelieu Realties (Place Angrignon) 

Carrefour Richelieu Realties (Pierre Caisse) 

Carrefour Richelieu Realties (Drummondville) 

Mega-Centre Drummondville 

Societe de Gestion des Neiges Ville- Marie 

133562 Canada Inc. 

J 72098 Canada Inc. 

Kildonan Place 

Regionaux (Les Rivieres Shopping Centre) 

Regionaux (Les Galeries de Hull) 

Properties 

Carrefour Richelieu 

Carrefour du Nord 

Carrefour Angrignon 

Place Angrignon 

Place Pierre Caisse 

Promenades de Drummond\"ille 

Mega Centre Drummondville 

Various land holdings in Quebec. Canada 

Various land holdings in Quebec. Canada 

Drummond\·ille Stripmall 

Kildonan Place 

Les Rivieres Shopping Centre 

Les Galeries de Hull 

Ownership 
Joint Venture Partner Interest 

WestcliffGroup 50% 

WestclitTGroup 50% 

WestclitT Group 50% 

Westcliff Group 50% 

WestcliffGroup 50% 

WestcliffGroup 50% 

WestcliffGroup 50% 

WestclitTGroup 50~/o 

WestcliffGroup 50% 

Westcliff Group 50~~ 

Ivanhoe Cambridge 20% 

Ivanhoe Cambridge 15% 

Ivanhoe Cambridge 15% 

During the fourth quarter of20 12, the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing 
a pre-tax gain of$8.6 million on the sale. During the third quarter of20 II, the Company sold its share of assets in Chatham Centre 
for net proceeds of$1.6 million, recognizing a pre-tax gain of$0.1 million on the sale. 
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The following represents the Company's share of investments in the assets and liabilities, revenues and expenses of the joint 
ventures: 

(in CAD millions) 

Current assets 

Non-current assets 

Total assets 

Current liabilities 

Non-current liabilities 

Total liabilities 

Investment in joint ventures 

(in CAD millions) 

Revenues 

Expenses 

Administrative and other expenses 

Impairment loss 

Finance costs 

Tax expense 

Depreciation expense 

Share of income from joint ventures 

lmpairmel11 loss 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

As at As at 
February 2, 2013 January 28. 2012 

3.0 $ 6.4 

287.9 333.5 

290.9 $ 339.9 

5.8 $ 7.9 

21.7 30.6 

27.5 $ 38.5 

263.4 $ 301.4 

2012 2011 

46.2 $ 48.0 

19.8 23.3 

2.2 

1.5 2.0 

0.1 

13.2 14.3 

9.5 $ 8.3 

The Company engaged independent qualified third-party appraisers to conduct appraisals of its land and building properties. The 
valuation methods used to determine fair value include the direct capitalization and discounted cash flow methods for buildings 
and the direct sales comparison for land. 

During Fiscal2012. the Company recognized an impairment loss of$2.2million on the Promenades de Drummondville property 
(20 II: Nil). The fair value of these assets were determined based on an independent, qualified third-patiy appraisal. The impairment 
loss of $2.2 million is included in "Share of income from joint ventures" in the Consolidated Statements of Net Earnings (Loss) 
and Comprehensive 1 nco me (Loss). 

12. Other long-term assets 

The components of other long-term assets were as follows: 

(in CAD milliom) 

Income taxes recoverable 

Prepaid rent 

Receivables 

Investments 

Unamortized debt transaction costs 

Other long-term assets 

$ 

$ 

As at As at 
February 2, 2013 January 28. 2012 

13.9 $ 30.3 

9.4 11.0 

3.3 6.6 

1.3 1.3 

6.2 

34.1 $ 49.2 
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13. Deferred revenue 

The components of deferred revenue were as follows: 

(in CAD millions) 

Arising from extended warranty service contracts (!J 

Arising fi·om unshipped sales <iil 

Arising from customer loyalty program <iii! 

Arising from gift card issuances <i'l 

Arising fi·om vendor partnership agreements <'J 
Other <'il 

Total deferred revenue 

Current 

Non-current 

Total deferred revenue 

$ 

$ 

$ 

$ 

The following explanations describe the Company's deferred revenue: 

As at As at 
February 2, 2013 January 28. 2012 

151.5 $ 144.6 

60.9 65.7 

37.7 41.3 

25.5 29.1 

6.5 9.7 

6.1 6.8 

288.2 $ 297.2 

197.5 $ 208.0 

90.7 89.2 

288.2 $ 297.2 

(i) Deferred revenue arising from the sale of extended warranty service contracts, which provide coverage for product repair 
services over the term of the contracts. 

(ii) Deferred revenue arising from the sale of merchandise which has not yet been delivered to or picked up by the customer. 
The revenue is recognized once the merchandise is delivered to the customer. 

(iii) Deferred revenue arising fi·om the Company's Sears Club loyalty program. 

(iv) Deferred revenue arising fi·om the purchase of gift cards by customers that have not yet been redeemed for merchandise. 
At redemption ofthe gift card, the revenue is recognized. 

(v) Deferred revenue arising from multi-element partnership agreements with vendors. The revenue is recognized in accordance 
with the terms of the agreements. 

(vi) Other includes deferred revenue for goods that have not yet been fully delivered or services not yet rendered. The revenue 
is recognized when the goods have been delivered or by reference to the stage of completion of the service. 

14. Financial instruments 

In the ordinmy course of business, the Company enters into financial agreements with banks and other financial institutions to 
reduce underlying risks associated with interest rates and foreign currency. The Company does not hold or issue derivative financial 
instruments for trading or speculative purposes. 

Financial instrument risk management 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk consists of 
foreign exchange and interest rate risk. 

1-1.1 Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's counterparties 
to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, accounts 
receivable and other long-term assets. 
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Cash and cash equivalents, accounts receivable and investments included in other long-term assets of $314.5 million as at 
February 2, 2013 (January 28, 2012: $514.9 million) expose the Company to credit risk should the borrower default on maturity 
of the investment. The Company manages this exposure through policies that require borrowers to have a minimum credit rating 
of A, and limiting investments with individual borrowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from customers as a result of ongoing credit evaluations and review of accounts 
receivable collectability. As at February 2, 2013, no customers represented greater than I 0.0% of the Company's accounts receivable 
(January 28,2012: one customer represented 26.5% ofthe Company's accounts receivable). 

1-1.2 Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisl)r financial liabilities as they come due. The 
Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet current and 
foreseeable financial requirements at a reasonable cost. 

The following table summarizes the carrying amount and the contractual maturities of both the interest and principal portion of 
significant financial liabilities as at February 2, 2013: 

Carrying 
(in C-ID millions) Amoulll Total 

Accounts payable and accrued 
$ 482.0 $ 482.0 $ liabilities 

Long-term obligations including 
~ I~ 

36.1 48.4 payments due within one year 

Operating lease obligations 2 n/a 496.7 

Minimum purchase commitments ~A n/a 17.5 

Royalties 2 n/a ? 1 _,.) 

Retirement benefit plans obligations 23 415.7 114.9 

$ 933.8 $ 1,161.8 $ 

Contractual Cash Flow Maturities 

Within 
I year 

482.0 

7.6 

96.7 

5.0 

1.8 

29.3 

622.4 

$ 

$ 

I "ear to 
3 years 

I 1.6 

155.2 

12.5 

0.5 

58.7 

238.5 

$ 

$ 

3 years to 
5 years 

$ 

Bevond 
5 )·ears 

9.7 19.5 

98.9 145.9 

26.9 

135.5 $ 165.4 

( 'ash.flol1' 111£11/trilie.\ related to /onJ_!-1£'1'111 oh/igations. iucludiug paymcl1fs due 1rith111 0/11! yew: utdude annual mterest o11ji11c111ce lt!Wit! oMigt.lfiom at a U'eighred 
arera::e rale <?(-. ()tJ/~. l'he ( 'omjJUI~I·fwd no hnrrmri11g.' on the ('red if /•(f(·i!t~r at Fehrum:r ~. ]0 13. 

3 

t\1inimum purdww ''0/111JII/111<!11fs. operati11g lease ohhgatw11s, relflt'l111.!111 heJh:/it plaus.fimdmg oh!Jgalloll.\ and /"(~\'a/ties ore nor reported 111 the 
( 'omo!tdated .'ihtfl•me/11., <?f Financial l'osllion 

l'c~rl/11!11fs beyond ]01 3 are suhtecf to a .funding ra/uationto he complt!le!d as a/ /)ccemher 3 I. ]0/3. f.'nlll t!U'/1. 1/te ( 'ompal~l' is ohlw.ated lojtmd in accordance lrilh the 
mosl ren:111 l'a/ua/1011 comple!ed as at J >ecemher 3 I, 20 I 0. 

< 'erlcmt rendor.,· rr:qu11·e mminwm purchase commilmellf lr.!l'c:/s m·er till! lr.!l'l/1 r~(lhe co111rac/. 

Management believes that cash on hand. future cash flow generated from operations and availability of current and future funding 
will be adequate to support these financial liabilities. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 

1-1.3 Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar denominated 
assets and liabilities and purchases of goods or services. As at February 2, 2013 and Janumy 28, 2012, there were no contracts 
outstanding and therefore no derivative financial assets nor derivative financial liabilities were recognized in the Consolidated 
Statements of Financial Position. 

During Fiscal2012, the Company recorded a loss of$0.6 million (20 II: gain of$0.9 million), relating to the translation or settlement 
of U.S. dollar denominated monetary items consisting of cash and cash equivalents, accounts receivable and accounts payable. 

The period end exchange rate was 1.0027 U.S. dollar to Canadian dollar. A 10% appreciation or depreciation of the U.S. and or 
the Canadian dollar exchange rate was determined to have an after-tax impact on net earnings (loss) of$4.3 million for U.S. dollar 
denominated balances included in cash and cash equivalents, accounts receivable and accounts payable. 
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1-1.-1 !merest rate risk 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage exposure 
to interest rate risks. As at February 2, 2013, the Company had no interest rate swap contracts in place (Janumy 28,2012: nil). 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets and 
liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and cash equivalents and borrowings under the secured revolving credit facility are subject to interest rate risk. The total 
subject to interest rate risk as at February 2, 2013 was a net asset of$238.3 million (Janua1y 28,2012: net asset of$297.7 million). 
An increase or decrease in interest rates of0.25% would cause an immaterial after-tax impact on net (loss) earnings. 

1-1.5 Classification andfair ra!ue qffinancia! instrumems 

The estimated fair values of financial instruments presented are based on relevant market prices and information available at those 
dates. The following table summarizes the classification and fair value of certain financial instruments as at the specified dates. 
The Company determines the classification of a financial instrument when it is initially recorded, based on the underlying purpose 
of the instrument. As a significant number of the Company's assets and liabilities, including inventories and capital assets, do not 
meet the definition of financial instruments, values in the tables below do not reflect the fair value of the Company as a whole. 

The fair value of financial instruments are classified and measured according to the following three levels, based on the fair value 
hierarchy. 

Level I: Quoted prices in active markets for identical assets or liabilities 
Level2: Inputs other than quoted prices in active markets that are observable for the asset or liability either directly (i.e. 
as prices) or indirectly (i.e. derived from prices) 
Level 3: Inputs for the asset or liability that are not based on observable market data 

(in CAD millions) 

Classification 

A vail able lor sale 

Cash equiYalents 

Cash equivalents 

Fair value through profit or loss 

Long-term investments 

Balance Sheet Catego~ 

Cash and cash equivalents' 

Cash and cash equivalents' 

Other long-tenn assets 

1 
Interest il7nJJne related tn cash and l'Wh eqmra!e111s /.\ dtsdosed iu .'Vote! 5. 

Fair Value 
Hierarchy' 

Level I 

Leve12 

Level3 

As at 
Februm·y 2, 2013 

159.9 

20.5 

1.3 

As at 
January 28. 2012 

199.9 

20.3 

1.3 

All other assets that are financial instruments not listed in the cha1i above have been classified as "Loans and receivables''. All 
other financial instrument liabilities have been classified as "Other liabilities" and are measured atamOiiized cost in the Consolidated 
Statements of Financial Position. The carrying value of these financial instrmi1ents approximate fair value given that they are 
short-term in nature. 
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15. Accounts payable and accrued liabilities 

The components of "Accounts payable and accrued liabilities" as included in the Consolidated Statements of Financial Position 
were as follows: 

As at As at 
(in CAD milfions) February 2, 2013 January 28. 2012 

Total accounts payable $ 305.7 $ 401.9 

Payroll and employee benefits 29.1 28.7 

Merchandise accruals 71.0 45.3 

Short-term leasehold inducements 9.8 8.4 

Advertising accruals 12.4 12.7 

Other accrued liabilities 54.0 79.8 

Total accrued liabilities $ 176.3 $ 174.9 

Total accounts payable and accrued liabilities $ 482.0 $ 576.8 

16. Provisions 

The following is a continuity which shows the change in provisions during Fiscal 2012 and Fiscal 20 I I: 

As at Additional Release of Reversed As at 
rin CAD millions) January 28. 2012 Provisions Provisions Provisions Feb•·uary 2, 2013 

Insurance (I) $ 19.4 $ 0.2 $ (1.3) $ $ 18.3 

Returns and allowances Iii> 12.2 9.8 (9.0) 13.0 
Warranties <iii) I 1.0 0.3 (0.2) (0.1) 11.0 
Sales tax liv> 1.6 2.5 (0.3) (I .4) 2.4 

Severance (vl 13.5 19.3 (16.0) (2.1) 14.7 

Environmental 1
"i

1 4.6 2.9 ( 1.3) ( 1.4) 4.8 
Other provisions (vii> 3.0 1.1 ( 1.2) (0.4) 2.5 

Total provisions $ 65.3 $ 36.1 $ (29.3) $ (5.4) $ 66.7 

Current $ 64.8 $ 36.1 $ (29.2) $ (5.4) $ 66.3 
Non-current <iii! 0.5 (0. I) 0.4 

Total provisions $ 65.3 $ 36.1 $ (29.3) $ (5.4) $ 66.7 

As at Additional Release of Reversed As at 
lin CAD millions) January 29. 20 I I Provisions Provisions Provisions January 28. 2012 

Insurance (I) $ 23.8 $ 1.4 $ (5.8) $ $ 19.4 
Returns and allowances Iii I 14.3 12.2 (14.3) 12.2 
Warranties (iiil 13.1 (2.1) I 1.0 
Sales tax livl 5.4 (3.8) 1.6 
Severance (v) 2.7 12.9 (2.1) 13.5 
Environmental 1vi> 5.0 2.9 (2.0) ( 1.3) 4.6 
Other provisions lviil 1.6 2.7 (1.3) 3.0 

Total provisions $ 65.9 $ 32.1 $ (31.4) $ ( 1.3) $ 65.3 

Current $ 65.3 $ 32.1 $ (31.3) $ ( 1.3) $ 64.8 
Non-current <iii I 0.6 (0.1) 0.5 

Total provisions $ 65.9 $ 32.1 $ (31.4) $ (1.3) $ 65.3 

78 

229 



The following explanations describe the Company's provisions: 
(i) The provision for insurance, or general liability claims, represents the Company's best estimate ofthe future outflow of 

economic resources due to automobile, product and other general liability claims.lnsurance claims relating to this provision 
are expected to be paid over the next several years; however, as the Company has no unconditional right to defer the 
settlement past at least 12 months, this provision is considered to be current. In estimating the obligation associated with 
incurred losses, the Company utilizes actuarial methodologies validated by an independent third party. 
These actuarial methodologies utilize historical data to project future incurred losses. Loss estimates are adjusted based 
on reported claims and actual settlements. 

(ii) The provision for returns and allowances represents the Company's best estimate of the future outflow of economic 
resources due to merchandise returns and allowances. Returns and allowances relating to this provision are expected to be 
realized over the next 12 months. Unce1tainty exists relating to the amount and timing of returns and allowances, therefore, 
historical data has been used to arrive at this estimate. 

(iii) The provision for warranty claims represents the Company's best estimate of the future outflow of economic resources 
that will be required due to the Company's warranty obligations. Costs incurred to service warranty claims relating to this 
provision are expected to be paid out over the next 2 years. Uncertainty exists relating to the number of incidents requiring 
merchandise repair and the related costs. This provision is estimated based on historical warranty trends and costs. The 
amount of expected reimbursements recorded as at February 2, 2013 was $2.6 million (January 28, 2012: $2.3 million) 
and is reflected in "Accounts receivable, net" and ''Other long-term assets" in the Consolidated Statements of Financial 
Position. The provision for warranty claims is comprised ofboth a current (claims realized within 12 months) and non
current component (claims realized between 13 and 24 months), with the balances respectively reflected in ''Provisions" 
and "Other long-term liabilities" (see Note 18) in the Consolidated Statements of Financial Position. 

(iv) The Company maintains provisions for sales tax assessments under active discussion, audit, dispute or appeal with tax 
authorities. These provisions represent the Company's best estimate of the amount expected to be paid based on qualitative 
and quantitative assessments. Though unce1tainty exists around the timing of settlement of the disputes or appeals with 
tax authorities, the Company expects that sales tax provisions will be settled within 4 years. However, as the Company 
has no unconditional right to defer the settlement ofthese provisions past at least 12 months, these provisions are classified 
as current. 

(v) The provision for severance represents the Company's best estimate of the future outflow of payments to terminated 
employees who have made claims. Unce1tainty exists relating to the amount of severance that will be awarded in court 
proceedings. As the Company has no unconditional right to defer these payments past 12 months, this provision is classified 
as current. 

(vi) The environmental provision represents the costs to remediate environmental contamination associated with 
decommissioning auto centres as well as the cost to remove asbestos to meet regulatory requirements. The provision is 
based on assessments conducted by third pmties as well as historical data. Given the timing ofpay1pents to remediate is 
uncertain and that the Company has no unconditional right to defer these payments past at least 12 months, this· provision 
is classified as current. 

(vii )The provisions for other represent the Company's best estimate of various reserves relating to the future outflow of economic 
resources due to obligations for miscellaneous claims. The estimates for these provisions have been made on the basis of 
information currently available to determine the obligations. These provisions are classified as current. 

17. Long-term obligations and finance costs 

Long-term obligations 

Total outstanding long-term obligations were as follows: 

(in CAD millions) 

Finance lease obligations - Current 

Total principal payments on long-term obligations due within one year 

Secured revolving credit facility, net 

Finance lease obligations- Non-current 

Total long-tenn obligations 

79 

$ 

$ 

$ 

As at As at 
February 2, 2013 January 28. 2012 

5.2 5.1 

5.2 $ 5.1 

$ 93.1 

30.9 24.5 

30.9 $ 117.6 
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The Company's debt consists of a secured credit facility and finance lease obligations. In September 2010, the Company entered 
into an $800.0 million senior secured revolving credit facility (the "Credit Facility") with a syndicate oflenders with a maturity 
date of September 10,2015. The Credit Facility is secured with a first lien on inventory and credit card receivables. Availability 
under the Credit Facility is determined pursuant to a borrowing base formula. Availability under the Credit Facility was $501.5 
million as at February 2, 2013 (January 28, 2012: $415.1 million). The current availability may be reduced by reserves currently 
estimated by the Company to be approximately $300.0 million, which may be applied by the lenders at their discretion pursuant 
to the Credit Facility agreement. As a result of judicial developments relating to the priorities of pension liability relative to ce1tain 
secured obligations, the Company has executed an amendment to its Credit Facility agreement which would provide additional 
security to the lenders, with respect to the Company's unfunded pension liability by pledging certain real estate assets as collateral, 
thereby pa1tially reducing the potential reserve amount the lenders could apply by up to $150.0 million. The potential additional 
reserve amount may increase or decrease in the future based on estimated net pension liabilities. 

The Credit Facility contains covenants which are customary for facilities of this nature and the Company was in compliance with 
all covenants as at February 2, 2013. 

As at February 2, 2013, the Company had no borrowings on the Credit Facility and had unammtized transaction costs incurred to 
establish the Credit Facility of $6.2 million included in "Other long-term assets" in the Consolidated Statements of Financial 
Position (January 28, 2012: borrowings of$93.1 million, net of unamortized transaction costs of$8.0 million, included in "Long
term obligations"). In addition, the Company had $19.7 million (January 28, 2012: $6.3 million) of standby letters of credit 
outstanding against the Credit Facility. These letters of credit cover various payments including third party payments, utility 
commitments and defined benefit plan deficit funding (See Note 20 for additional information on Retirement benefits plans). 
Interest on drawings under the Credit Facility is determined based on bankers' acceptance rates for one to three month terms or 
the prime rate plus a spread. Interest amounts on the Credit Facility are due monthly and are added to principal amounts outstanding. 

As at February 2, 2013, the Company had outstanding merchandise letters of credit of U.S. $7.9million (January 28,2012: U.S. 
$5.5 million) used to supp01t the Company's offshore merchandise purchasing program with restricted cash and cash equivalents 
pledged as collateral. 

Finance costs 

Interest expense on long-term obligations, including finance lease obligations, the current pmtion of long-term obligations, 
ammtization of transaction costs and commitment fees on the unused po1tion of the Credit Facility for Fiscal 2012 totaled $9.4 
million (20 II: $9.3 million). Interest expense is included in ''Finance costs" in the Consolidated Statements ofNet Earnings (Loss) 
and Comprehensive Income (Loss). Also included in "Finance costs" for Fiscal 2012, were $3.9 million (20 II: $5.2 million) of 
interest on accruals for uncertain tax positions and nil (2011: $1.5 million) related to interest on a sales tax assessment. 

The Company's cash payments for interest on long-term obligations, including finance lease obligations, the current pmtion of 
long-term obligations and commitment fees on the unused portion of the Credit Facility for Fiscal20 12 totaled $7.7 million (20 II: 
$6.8 million). 

18. Other long-term liabilities 

The components of other long-term liabilities were as follows: 

(in CAD miffions) 

Leasehold inducements 

Straight-line rent liability 

Miscellaneous 

Total other long-term liabilities 

$ 

$ 

As at As at 
February 2, 2013 January 28. 2012 

67.1 $ 66.8 

5.0 6.4 

2.6 2.6 

74.7 $ 75.8 

The non-current pmtion of the warranties provision (see Note 16) is reflected in the miscellaneous component of "Other long
term liabilities'' in the Consolidated Statements of Financial Position. 
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19. Leasing arrangements 

19.1 Finance lease arrangements- Company as lessee 

As at February 2, 20 I 3, the Company had finance lease arrangements related to the building and equipment components of certain 
leased prope1ties, which include retail, office and warehouse locations."The related land components of these properties have been 
separately classified as operating leases. The buildings and equipment held under finance leases are used in the normal course of 
operations and do not contain significant unusual or contingent lease terms or restrictions. Building leases typically run for a period 
of I to I 0 years, with some leases providing an option to renew after that date. Equipment leases typically run for a period of I 
to 5 years, with some leases providing an option to renew after that date. 

Finance lease buildings and equipment are included in the Consolidated Statements of Financial Position under ··Property, plant 
and equipment." Note 9 provides fmther details on the net carrying value of these assets, which as at February 2, 20I 3 was $33.4 
million (Janumy 28, 2012: $28.0 million). 

As at Februmy 2, 20 I 3, the corresponding finance lease obligations, current and non-current, were $5.2 million ( Janumy 28, 2012: 
$5 .I million) and $30.9 million (Janumy 28, 2012: $24.5 million), included in the Consolidated Statements of Financial Position 
under "Principal payments on long-term obligations due within one year'' and "Long-term obligations,'' respectively (see Note 
17). 

The table below presents the future minimum lease payments of the Company's finance lease obligations: 

As at As at 
FebruaQ' 2, 2013 January 28. 20 I 2 

Finance Future Present \'alue of Finance Future Present value of 
lease finance minimum lease lease finance minimum lease 

(in CAD millions) payments costs payments payments costs payments 

Within I year $ 7.6 $ 2.4 $ 5.2 $ 7.0 $ 1.9 $ 5.1 

2 years 6.5 2.1 4.4 6.0 1.5 4.5 

3 years 5.1 1.9 3.2 4.8 1.2 3.6 

4 years 4.8 1.6 3.2 3.3 1.1 2.2 

5 years 4.9 1.4 3.5 3.1 0.9 2.2 

Thereafter 19.5 2.9 16.6 14.2 2.2 12.0 

Total minimum payments $ 48.4 $ 12.3 $ 36.1 $ 38.4 $ 8.8 $ 29.6 

Interest on finance lease obligations is recognized immediately in "Finance costs'' in the Consolidated Statements ofNet Earnings 
(Loss) and Comprehensive Income (Loss) (see Note 17). Included in total ''Finance costs" in Fiscal 2012, was $2.4million (20 II: 
$2.2 million) of interest related to finance lease obligations. 

19.2 Operating lease arrangements- Company as lessor 

The Company lias a number of agreements to sub-lease premises to third parties, which are all classified as operating leases. 
During Fiscal2012, total sub-lease income from leased premises was $3.0 million (2011: $2.8 million). 

As at Februmy 2, 2013, total future minimum lease payments receivable from third party tenants were $10.3 million (2011: $9.7 
million). 

/9.3 Operating lease arrangements- Company as lessee 

As at February 2, 2013, the Company had operating lease arrangements related to leased retail and office prope1ties as well as 
equipment assets. The leases typically run for a period of I to I 0 years, with some leases providing an option to renew after that 
date. Some leases include additional or contingent rent payments that are based on sales and step rent payments which are recognized 
on a straight-line basis over the term of the lease. During Fiscal 2012, contingent rent recognized as an expense in respect of 
operating leases totaled $0.9 million (20 II: $0.9 million). Rental expense for all operating leases totaled $105.6 million in Fiscal 
2012 (20 II: $103.4 million). These expenses are included in ''Selling. administrative and other expenses" in the Consolidated 
Statements of Net Earnings (Loss) and Comprehensive Income (Loss). 
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The table below presents the contractual maturities of future minimum lease payments for the Company's operating leases: 

(in CAD millions) 

Within 1 year 

2 years 

3 years 

4 years 

5 years 

Thereafter 

Total operating lease obligations 

As at 
Febr·uary 2, 2013 

$ 96.7 

85.1 

70.1 

52.9 

46.0 

145.9 

$ 496.7 

r JpC!raliug lease ohligafiom arc not rt'ported 111 lhr! ( 'onso!tdmed .\'tmenu.•nr., c!f Financial l'osilion 

20. Retirement benefit plans 

As at 
January 28. 2012 

$ 102.7 

86.2 

66.8 

55.9 

42.1 

156.4 

$ 510.1 

The Company currently maintains a defined benefit registered pension plan and a defined contribution registered pension plan 
which covers eligible, regular full-time associates as well as some of its part-time associates. The defined benefit plan provides 
pensions based on length of service and final average earnings. In addition to a registered retirement savings plan, the pension 
plan includes a non-registered supplemental savings arrangement in respect to the defined benefit plan. The non-registered portion 
of the plan is maintained to enable ce1iain associates to continue saving for retirement in addition to the registered limit as prescribed 
by the Canada Revenue Agency. The Company also maintains a defined benefit non-pension post retirement plan which provides 
life insurance, medical and dental benefits to eligible retired associates through a health and welfare trust ("Other Benefits Plan"). 
Also provided for under the health and welfare trust are short-term disability payments for active associates. The Company's 
accounting policies related to retirement benefit plans are described in Note 2.15. 

In July 2008, the Company amended its pension plan and introduced a defined contribution component. The defined benefit 
component continues to accrue benefits related to future compensation increases although no fwiher service credit is earned. In 
addition, the Company no longer provides medical, dental and life insurance benefits at retirement for associates who had not 
achieved the eligibility criteria for these non-pension post retirement benefits as at December 31, 2008. Effective December 2009, 
the Company made the decision to change funding for non pension post retirement benefits from an actuarial basis to a pay-as
you-go basis to allow the surplus in the health and welfare trust to be utilized to make benefit payments. In addition, to further 
utilize the surplus, shmi-term disability payments of eligible associates are paid on a pay-as-you-go basis from the health and 
welfare trust and are no longer funded by the Company. 

In the fourth quarter of20 12, the Company made a voluntary offer to settle health and dental benefits of eligible members covered 
under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and recorded a pre
tax settlement gain of$21.1 million ($21.9 million net of$0.8 million of expenses), as shown on the Consolidated Statements of 
Net Earnings (Loss) and Comprehensive Income (Loss). 

The Company early adopted the amendments to lAS 19 beginning January 29,2012, with retrospective application to prior repmiing 
periods. A description of the nature of the change in accounting policy and a summary of its impact to the Company's consolidated 
financial statements are included in Note 2. 

Risks associated 1rith retirement benefit plans 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New regulations 
and market driven changes may result in changes in the discount rates and other variables which would result in the Company 
being required to make contributions in the future that differ significantly from the estimates. Management is required to use 
assumptions to account for the plans in conformity with I FRS. However, actual future experience will differ fi·om these assumptions 
giving rise to actuarial gains or losses. In any year, actual experience differing from the assumptions may be material. 

Plan assets consist primarily of cash, alternative investments and marketable equity and fixed income securities. The value of the 
marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and annual pension 
expense are determined by independent actuaries and through the use of a number of assumptions. Although the Company believes 
that the assumptions used in the actuarial valuation process are reasonable, there remains a degree of risk and unce1iainty which 
may cause results to differ from expectations. Significant assumptions in measuring the benefit obligations and pension plan costs 
include the discount rate and the rate of compensation increase. 
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Asset-liability matching strategies 

Beginning in Fiscal2011, the Company adopted an asset-liability matching strategy in the Other Benefits Plan wherein assets are 
invested in accordance with a short-term fixed income mandate. The current portfolio is primarily bonds with maturities not 
exceeding two years. This investment strategy is aligned with the expected use ofthe assets, which is to fund the Company's 
retiree health benefits and short-term disability payments within the next two years. 

Plan amendmel7ts. curtailments and settlements 

In Fiscal20 12, the Company amended the non-registered supplemental savings arrangement in respect to the defined benefit plan 
to allow the use ofletters of credit to satisfy the funding requirement of its deficit. At February 2, 2013 a letter of credit with a 
notional value of $4.6 million was on deposit with the Trustee for the non-registered p011ion of the defined benefit plan. 

In January 2013, the Company announced the termination of700 associates. This event did not require the recording of a cu11ailment 
as its impact on the pension plan was not significant. 

Maturity profile qf retirement benefit plan obligations 

The weighted average durations of the Registered Retirement Plans, Non-registered Pension Plan and Other Benefit Plan are all 
approximately 11 years. 

The Company's contractual cash flow maturity relating to retirement benefit plan obligation payments is included under "Liquidity 
Risk" in Note 14. 
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20.1 Retirement benefit asset and liability 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at January 31. 
The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 20 I 0. The next actuarial 
valuation assessment is required as of December 31,2013. An actuarial valuation ofthe health and welfare trust is performed at 
least every 3 years, with the last valuation completed as of September I, 20 I I. 

2012 2011 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD mi!lionsl Plans Plan Plan Total Plans Plan Plan Total 

Defined benefit plan assets 

Fair \'alue. beginning balance $ 1,178.9 $ 49.3 $ 68.7 $1,296.9 $ I ,241.7 $ 47.4 $ 89.9 $1.379.0 
Interest income 54.0 2.3 2.6 58.9 64.8 2.6 4.1 71.5 
Remeasurement gain (Joss) on return 
on plan assets 73.7 0.1 (1.9) 71.9 (14.8) ( 1.6) ( 1.0) (17.4) 

Employer contributions 32.7 1.5 18.8 53.0 0.9 6.4 0.7 8.0 
Administrative expenses (0.4) (0.4) (0.5) (0. I) (0.6) 
Benefits paid 1 (119.8) (3.7) (43.7) (167.2) (II3.2) (5.5) (24.9) (143.6) 

Fair value of plan assets. ending balance $ 1,219.1 $ 49.5 $ 44.5 $1,313.1 $ 1,178.9 $ 49.3 $ 68.7 $1,296.9 
Defined benefit plan obligations 

Accrued obligations, beginning balance $ 1,377.7 $ 50.1 $ 321.4 $1,749.2 $ I,354.7 $ 47.8 $ 302.7 $I,705.2 
Total current serYice cost 0.9 0.9 0.9 0.9 
Interest cost 62.6 2.3 14.4 79.3 70.9 2.5 15.8 89.2 
Benellts paid (119.8) (3.7) (35.6) (159.1) (I I 3.2) (5.5) (16.4) ( 135.1) 
Settlement gain (21.9) (21.9) 
Actuarial losses 62.7 1.7 16.0 80.4 64.4 5.3 19.3 89.0 

Accrued plan obligations. ending balance $ 1,384.1 $ 50.4 $ 294.3 $1,728.8 $ I,377.7 $ 50. I $ 321.4 $I,749.2 
Funded status of plan- (deficit) (165.0) (0.9) (249.8) (415.7) (I 98.8) (0.8) (252.7) (452.3) 
Retirement benefit liability at end of fiscal 
year. net $ (165.0) $ (0.9) $ (249.8) $ (415.7) $ ( I98.8) $ (0.8) $ (252.7) $ (452.3) 

The retirement benefit liability is included in the Company's Consolidated Statements of Financial Position as follows: 

Retirement bene tit Iiabil ity $ (165.0) $ (0.9) $ (249.8) $ (415.7) $ (198.8) $ (0.8) $ (252.7) $ (452.3) 
Retirement benefit liability at end of tiscal 

$ (165.0) year. net $ (0.9) $ (249.8) $ (415.7) $ (198.8) $ (0.8) $ (252.7) $(452.3) 

Hene.fils paid.fhnn thejimdl!d ll.'isets mdude reliree hem!jirs and short-term disah11izr (?(actin~ empll~\'l!es. r )titer he11ejits cm1sis1 (?(reliree health ami dema/ 
claims. 
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20.2 Fair ra/ue of plan assets 

The fair value of plan assets disaggregated by asset class and fair value hierarchy level as at Februaty 2, 2013 and January 28, 
2012 was as follows: 

As at As at 
February 2, 2013 January 28. 2012 

:\on- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
Plans Plan Plan Total Plans Plan Plan Total 

Cash and cash equivalents 

Levell $ 41.2 $ 25.2 $ 0.1 $ 66.5 $ 25.5 $ 26.3 $ $ 51.8 

Subtotal 41.2 25.2 0.1 66.5 25.5 26.3 51.8 

Cmporate bonds and notes 

Level I 

Level2 604.7 12.3 617.0 550.8 18.6 569.4 

Level 3 59.7 0.9 60.6 63.1 0.9 64.0 

Subtotal 664.4 13.2 677.6 613.9 19.5 633.4 

U.S. Government bonds and securities 

Level I 0.1 0.1 

Level 2 0.9 0.9 1.8 1.8 

Subtotal 0.9 0.9 1.9 1.9 

Common stock. pr~ferred stock and RE!TS 

Levell 181.7 181.7 219.6 219.6 

Level 2 0.9 0.9 

Subtotal 181.7 181.7 220.5 220.5 

Common or co/lecti1·e trusts 

Levell 

Level 2 251.8 24.3 276.1 282.9 23.0 305.9 

Leve13 

Subtotal 251.8 24.3 276.1 282.9 23.0 305.9 

Shorl-lerm collective invest men/ fimds 

Level I 

Level 2 66.0 0.8 66.8 6.4 0.9 7.3 

Subtotal 66.0 0.8 66.8 6.4 0.9 7.3 

J-ledgejimds, options cmdfit!ures 

Level 2 

Level 3 3.0 3.0 15.4 0.2 15.6 

Subtotal 3.0 3.0 15.4 0.2 15.6 

Receimbles 

Level I 6.8 0.5 7.3 9.7 0.7 10.4 

Leve12 (0.8) (0.8) (7.1) (7.1) 

Subtotal 6.0 0.5 6.5 2.6 0.7 3.3 

Miscellaneous other assets 

Level I 

Level2 4.1 29.9 34.0 9.8 47.4 57.2 

Le,·el3 

Subtotal 4.1 29.9 34.0 9.8 47.4 57.2 

Total fair value of plan assets s 1,219.1 $ 49.5 s 44.5 s 1,313.1 $ 1.178.9 $ 49.3 $ 68.7 $ 1.296.9 

The three levels of the fair value hierarchy referenced above are discussed in Note 14.5. 
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20.3 Plan assets inrestment a/location 

During Fiscal20 II, the Company changed the target asset allocation to 55-75% fixed income and 25-45% equity for the registered 
and non-registered pension plans. For the assets in the health and welfare trust included in Other Benefit Plans, the Company 
changed the asset allocation to I 00% fixed income. As at the end of Fiscal 2012 and 20 II, the assets were in I ine with the target 
allocation range, with the transitioning of assets from alternative investments near completion. The asset allocation may be changed 
from time to time in terms of weighting between fixed income, equity and other asset classes as well as within the asset classes 
themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the Company's 
funding policies and expected returns on various asset classes. To develop the expected long-term rate of return on assets assumption. 
the Company considered the historical returns and the future expectations for returns for each asset class, as well as the target 
asset allocation of the pension pmifolio. 

At as the end of the current and prior fiscal years, plan assets were invested in the following classes of securities: 

Registered 
Retirement 

Plans 

Fixed income securities 72.3% 

Alternative investments 0.2% 

Equity securities 27.5% 

Total 100.0% 

20 . .:/ Pension assumplions 

As at 
February 2, 2013 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

66.5% 100.0% 

-
0/o -

0/o 

33.5% _o/o 

100.0% 100.0% 

Registered 
RetTremem 

Plans 

69.8% 

1.3% 

28.9% 

100.0% 

As at 
January 28. 2012 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

69.5% 99.7% 

0.4% 0.3% 

30.1% -% 

100.0% 100.0% 

The significant actuarial assumptions were as follows (weighted average assumptions) as at February 2, 2013 and .January 28, 
2012: 

Registered 
Retirement 

Plans 

Discount rate used in calculation of 
Accrued benefit plan obligations 4.20% 
Benetlt plans expense 4.20% 

Rate of compensation increase used in calculation of 
3.50% Accrued benefit plan obligations 

Benefit plans expense 3.50% 
Expected long-term rate of return on plan assets used in 
calculation of benefit plans expense 4.20% 
Health care cost trend rates 

Used in calculation of accrued benefit plan 
obligations 

Used in calculation of benefit plans expense 

Cost trend rate declines to 

Year that the rate reaches assumed constant 

As at 
February 2, 2013 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

4.20% 4.20% 

4.20% 4.20% 

3.50% 3.50% 

3.50% 3.50% 

4.20% 4.20% 

6.14% 

6.23% 

3.82% 

2030 
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Registered 
Retirement 

Plans 

4.70% 

4.70% 

3.50% 

3.50% 

4.70% 

As at 
January 28.2012 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

4.70% 4.60% 

4.70% 4.60% 

3.50% 3.50% 

3.50% 3.50% 

4.70% 4.60% 

6.23% 

6.78% 

3.82% 

2030 
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20.5 Sensitirity of significant actuarial assumptions 

The following table summarizes the sensitivity of significant actuarial assumptions on the Company's defined benefit 
obligation: 

2012 

Non- Non-
Registered Registered Other Registered Registered 

Retirement Pension Benefits Retirement Pension 
(in CAD millions) Plans Plan Plan Plans Plan 

Discount rate sensitivity 

Accrued benefit plan obligations 

1% increase in discount rate $ (153.4) $ (4.8) $ (29.6) $ (I 50.2) $ (5.0) 
I% decrease in discount rate 190.5 5.7 35.5 187.7 6.0 

Benefit plans expense 

I% increase in discount rate (6.7) (0.3) 0.8 (8.1) (0.1) 
I% decrease in discount rate 5.1 0.2 (1.2) 6.1 

Rate of compensation increase sensitivity 

Accrued benefit plan obligations 

0.5% increase in rate of 
18.5 0.5 n/a 21.9 1.0 compensation increase 

0.5% decrease in rate of 
(16.4) (0.3) n/a (19.4) (0.6) compensation increase 

Benefit plans expense 

0.5% increase in rate of 
1.0 n/a 1.1 compensation increase 

0.5% decrease in rate of 
(0.9) n/a ( 1.0) compensation increase 

Health care cost trend rate sensitivity 

Accrued benefit plan obligations 

1% increase in health care trend 
n/a n/a 30.7 n/a n/a rate 

1% decrease in health care trend 
n/a n/a (26.1) n/a n/a rate 

Benefit plans expense 

1% increase in health care trend 
n/a n/a 1.3 n/a n/a rate 

I% decrease in health care trend 
n/a n/a (1.2) n/a n/a rate 

2011 

Other 
Benefits 

Plan 

(31.0) 

37.0 

0.2 

(0.5) 

n/a 

n/a 

n/a 

n/a 

29.2 

(25.0) 

1.8 

( 1.8) 

The methods and assumptions used in determining the above sensitivity are consistent with the methods and assumptions used 
to determine the pension plan obligations and with the methods and assumptions used in Fiscal 2011. 
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20.6 Retiremenl benefit plans expense and contributions 

The expense for the defined benefit, defined contribution and other benefit plans for Fiscal 2012 and Fiscal 2011, was as follows: 

2012 2011 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions! Plans Plan Plan Total Plans Plan Plan Total 

Current service cost, net of 
employee contributions $ 0.9 $ $ $ 0.9 $ 0.9 $ $ $ 0.9 
Net interest 8.7 (0.1) 11.8 20.4 6.1 (0.1) 11.7 17.7 
Settlement gain (21.9) (21.9) 
Administrative expenses 0.4 0.4 0.5 0.1 0.6 
Net defined benefit plans 

$ 10.0 $ (0.1) $ (10.1) $ (0.2) $ 7.5 $ (0.1) $ 11.8 $ 19.2 expense (income) 

Net defined contribution plan 
expense 9.7 0.2 9.9 10.7 0.3 11.0 
Total retirement benetit plans 
expense (income) 1 $ 19.7 $ (0.1) $ (9.9) $ 9.7 $ 18.2 $ (0.1) $ 12.1 $ 30.2 

:VOl includl!d ill total expe11se l"l!cogni=ed ar<! short-term disahi/i~r pqrmc.'l1fs c?(S8./ nnllio11 (20/ I:·"'',)'. -1 million; that we:>re paid.fhnnthe h!!alth and wl!!fi.m! trust. Hmh 
short-term dtsahill(\" and tht! refiremem h,·m~{il plam r.!Xpense are mcluded in ",\'ellmg, administratil'f! am/ other expenses". tmless disclosed l!fsell'here. in the 
( 'ompany :\· ( 'onwlidate!d ,\'iatemel1f.\ (!(Net/~'arnings (f.oss} and ( 'omprehensh·e income (J.m·sJ. 

Total cash contributions made by the Company to its defined benefit, defined contribution and other benefit plans, including 
payments to settle health and dental benefits of eligible members covered under the non-pension post retirement plan, for the fiscal 
year ended February 2, 2013 were $63.0 million (2011: $17.9 million). For Fiscal 2013, it is estimated that the Company will 
make contributions of approximately $44.5 million to its defined benefit, defined contribution and other benefit plans, which 
include funding obligations as described in Note 14.2. 

20.7 Remeasuremems of the net defined retiremel11 ben~?;/it liability 

2012 2011 

Non- Non-
Registered Registered Othe1· Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(inCA D millions) Plans Plan Plan Total Plans Plan Plan Total 

Actuarial gain (loss) on 
difference between expected 
interest income and actual return 
on plan assets $ 73.7 $ 0.1 $ (1.9) $ 71.9 $ ( 14.8) $ ( 1.6) $. (1.0) $ (17.4) 
Actuarial gain (loss) due to 
change in demographic 19.0 0.3 (0.6) 18.7 
Actuarial loss due to change in 
financial assumptions (80.9) (2.5) (16.0) (99.4) ( 1 08.6) (3.6) (27.0) (139.2) 
Actuarial gain (loss) due to all 
other expei·iences 18.2 0.8 19.0 25.2 (2.0) 8.2 31.4 
Total pre-tax remeasurement 

$ 11.0 $ (1.6) $ (17.9) $ (8.5) $ (79.2) $ (6.9) $ (20.4) $ ( 1 06.5) losses 
Income tax recovery on 

3.5 27.4 remeasurement losses 

Total remeasurement losses. net 
of income taxes 1 

" $ (5.0) $ (79.1) 

Torct! remeasureme/11/osses. net of income taxes. are included in "Other comprehensil'e loss" in/he Compm~r s ConsolidaTed S!atemenfs of.Vel 
Eamings (Loss) and Comprehensire Income (Loss). 

The actuarial losses associated with changes in financial assumptions are due to changes in the discount rate. The discount rate 
as at February 2, 2013 decreased 0.5% for the Registered Retirement Plans and the Non-registered Pension Plan (20 11: a decrease 
of0.7%), and 0.4% for the Other Benefits Plan (2011: a decrease of0.8%). 
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21. Contingent liabilities 

21.1 Legal Proceedings 

The Company is involved in various legal proceedings incidental to the normal course ofbusiness. The Company takes into account 
all available information, including guidance from expeiis (such as internal and external legal counsel) at the time of reporting to 
determine if it is probable that a present obligation (legal or constructive) exists, if it is probable that an outflow ofresources 
embodying economic benefit will be required to settle such obligation and whether the Company can reliably measure such 
obligation at the end of the reporting period. The Company is of the view that, although the outcome of such legal proceedings 
cannot be predicted with certainty, the final disposition is not expected to have a material adverse effect on the Company's 
Consolidated Financial Statements, including its Consolidated Statements of Financial Position, Consolidated Statements ofNet 
Earnings (Loss) and Comprehensive Income (Loss), and Consolidated Statements of Cash Flows. 

21.2 Commitments and guarantees 

Commitments 

As at February 2, 2013, cash and cash equivalents that are restricted represent cash and investments pledged as collateral for letter 
of credit obligations issued under the Company's offshore merchandise purchasing program of $9.0 million (January 28, 2012: 
$7.2 million), which is the Canadian equivalent of U.S. $9.0 million (January 28, 2012: U.S. $7.2 million). 

The Company has certain vendors which require minimum purchase commitment levels over the term of the contract. Refer to 
Note 14.2 "Liquidity Risk". 

Guarantees 

The Company has provided the following significant guarantees to third parties: 

Royalty License Agreements 

The Company pays royalties under various merchandise license agreements, which are generally based on the sale of products. 
Certain license agreements require a minimum guaranteed payment of royalties over the term of the contract, regardless of sales. 
Total future minimum royalty payments under such agreements were $2.3 million as at February 2, 2013 (January 28, 2012: $3.1 
million). 

Other Indemnification Agreements 

In the ordinary course of business, the Company has provided indemnification commitments to counterparties in transactions such 
as leasing transactions, royalty agreements, service arrangements, investment banking agreements and director and officer 
indemnification agreements. The Company has also provided certain indemnification agreements in connection with the sale of 
the credit and financial services operations in November 2005. The foregoing indemnification agreements require the Company 
to compensate the counterpmiies for costs incurred as a result of changes in laws and regulations, or as a result of litigation or 
statutory claims, or statutory sanctions that may be suffered by a counterparty as a consequence of the transaction. The terms of 
these indemnification agreements will vary based on the contract and typically do not provide for any limit on the maximum 
potential liability. Historically, the Company has not made any significant payments under such indemnifications and no amounts 
have been accrued in the consolidated financial statements with respect to these indemnification commitments. 
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22. Income taxes 

The average combined federal and provincial statutory income tax rate applied to the Company was 25.5% for Fiscal20 12 (2011: 
28.5%) due to lower legislated statutory tax rates in the current year. A reconciliation of income taxes at the average statutory tax 
to actual income tax expense for Fiscal 2012 and Fiscal 2011 is as follows: 

(in CAD millions) 

Earnings (loss) before income taxes 

Income taxes at the average statutory tax rate 

Increase (decrease) in income taxes resulting from 

Non-taxable p01iion of capital gain 

Non-deductible items 

Prior year assessments 

Prior year true-up 

Effective tax rate before the following adjustments 

Changes in tax rates or imposition of new taxes 

Total income tax expense (recovery) 

Effective tax rate 

$ 

$ 

$ 

2012 

114.2 

29.1 

(19.7) 

1.7 

2.7 

13.8 

12.1% 

(0.8) 

13.0 
11.4% 

2011 

$ (56.9) 

$ ( 16.2) 

2.1 

5.1 

(0.1) 

(9.1) 

16.0% 

2.5 

$ (6.6) 

11.6% 

The Company's total net cash refunds or payments of income taxes for the current year was a net refund of $4.9 million (201 1: 
net payment of $21.6 million). 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and suppmiable, periodically, certain matters are challenged by tax authorities. During Fiscal 
20 I 2, the Company recorded charges for interest on prior period tax re-assessments and accruals for unceiiain tax positions as 
described in the table below, all included in the Consolidated Statement ofNet Earnings (Loss) and Comprehensive Income (Loss) 
as follows: 

(in CAD millions) 2012 201 I 

Finance costs $ (3.9) $ (5.2) 

Income tax recovery (expense): 

Current $ (5.4) $ (17.9) 

Deferred $ 2.2 $ 12.8 

Total charges on uncertain tax positions $ (7.1) $ (10.3) 

As the Company routinely evaluates and provides for potentially unfavourable outcomes, with respect to any tax audits, the 
Company believes that, other than as noted above, the final disposition of tax audits will not have a material adverse effect on 
liquidity. 

During Fiscal 20 12, the tax authorities settled a disputed tax assessment with the Company and refunded the associated deposit. 
As a result. the Company reclassified $28.2 million from ''Other long-term assets"to "Income taxes recoverable" in the Consolidated 
Statement of Financial Position. The Company received $29.4 million in net refunds of tax and interest in respect of this issue and 
recognized $1.9 million net interest income relating to this settlement in "Interest income" in the Consolidated Statement ofNet 
Earnings (Loss) and Comprehensive Income (Loss). 

In Fiscal 2012, the Company received re-assessments to previous tax filings which the Company is disputing. The Company 
expects to place $54.9 million on deposit with the tax authorities relating to these disputed tax matters while the issues are being 
resolved. During Fiscal20 12, the Company paid $33.5 million of the anticipated deposit of which $1 I .I million has been included 
in "Other long-term assets" and $22.4 million has been included in "Income taxes recoverable" in the Consolidated Statement of 
Financial Position as at February 2, 2013. 
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Included in "Other long-term assets" in the Consolidated Statements of Financial Position, as at February 2, 2013, were receivables 
of$13.9 million (Janumy 28,2012: $30.3 million) related to payments made by the Company for disputed tax assessments. Of 
the $33.5 million paid by the Company in deposits during the year for tax disputes, $11.1 million in related payments was recorded 
in Long Term Recoverable. 

The tax effects of the significant components of temporary timing differences giving rise to the Company's net deferred tax assets 
and liabilities were as follows: 

(in CAD millions) 

Prepaid expenses 

Accrued liabilities and other long-term liabilities 

Deferred retirement benefit plans 

Other post-retirement benefits 

Amounts related to tax losses carried forward 

Non-depreciable property. plant and equipment 

Depreciable property, plant and equipment 

Deferred charges 
Other 

$ 

Subtotal $ 

Amounts related to other comprehensive income (loss) 

Total deferred tax assets (liabilities), net $ 

Deferred tax assets $ 

Deferred tax liabilities 

Total deferred tax assets (liabilities), net $ 

23. Operating segments 

As at 
February 2, 2013 

57.1 

43.8 

66.0 

0.1 

(37.3) 

(49.5) 

(1.5) 
(0.7) 

78.0 

78.0 

83.8 

(5.8) 

78.0 

As at 
January 28. 2012 

$ (0.4) 

57.2 

51.4 

65.0 

0.2 

(36.6) 

(56.6) 

(0.3) 
(0.7) 

$ 79.2 

0.1 

$ 79.3 

$ 84.6 

(5.3) 

$ 79.3 

In order to identify the Company's reportable segments. the Company uses the process outlined in I FRS 8, which includes the 
identification of the Chief Operating Decision Maker, the identification of operating segments, which has been done based on 
Company formats, and the aggregation of operating segments. The Company has aggregated its operating segments into one 
rep01iable segment, which derives its revenue from the sale of merchandise and related services to customers. 

24. Capital stock 

On May 24, 2011, the Company renewed the Normal Course Issuer Bid with the Toronto Stock Exchange (''TSX") for the period 
of May 25, 2011 to May 24, 2012 (''2011 NCIB"). Pursuant to the 2011 NCIB, the Company was pet:mitted to purchase for 
cancellation up to 5% of its issued and outstanding common shares, equivalent to 5,268,599 common shares based on the common 
shares issued and outstanding as at May 9, 20 II. The Company did not renew its 2011 NCIB subsequent to May 24, 2012. 

During Fiscal 2012, 870,633 shares were purchased for $9.7 million (20 II: 2,668,800 shares were purchased for $42.0 million) 
and cancelled. The impact of the share repurchases was a decrease to "Capital stock" and "Retained earnings" in the Consolidated 
Statements of Financial Position of$0.1 million and $9.6 million (20 II: $0.4 million and $41.6 million), respectively. 

On May 17, 2012 the Company announced Sears Holdings' plan to pursue a distribution, on a pro rata basis, to its shareholders, 
of a portion of its holdings in the Company such that, immediately following the distribution, Sears Holdings would retain 
approximately 51% of the issued and outstanding shares of Sears Canada. The distribution was made on November 13, 2012 to 
Sears Holdings' shareholders of record as of the close of business on November I, 2012, the record date for the distribution. Every 
share of Sears Holdings common stock held as of the close of business on the record date entitled the holder to a distribution of 
0.4283 Sears Canada common shares. In connection with the announced distribution, the Company has filed documents with the 
United States Securities and Exchange Commission (SEC). 

During Fiscal 2012, the Company distributed $101.9 million to holders of common shares as an extraordinary cash dividend. 
Payment in the amount of$ I .00 per common share was made on December 31, 20 I 2 to shareholders of record as at the close of 
business on December 24, 2012. 
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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 I preferred shares, issuable in one or more series (the "Class I Preferred Shares"). 
As at the end of February 2, 2013, the only shares outstanding were common shares of the Company. The following table presents 
a continuity of capital stock for the fiscal years ended February 2, 2013 and January 28, 2012: 

2012 2011 

Number of Number of 
Common Stated Common Stated 

(in CAD millions. except number of shares) Shares Value Shares Value 

Balance, beginning of fiscal year 102,748,295 $ 15.0 105,417,095 $ 15.4 

Repurchases of common shares (870,633) (0.1) (2,668,800) (0.4) 

Balance, end of fiscal year 101,877,662 $ 14.9 102,7 48,295 $ 15.0 

ESL Investments, Inc., and investment affiliates including EdwardS. Lampert, together form the ultimate controlling party of the 
Company, and is the beneficial holder of 28,158,368 or 27.6%, of the common shares of the Company as at February 2, 2013 
(January 28, 2012: nil). Sears Holdings, the controlling shareholder of the Company, is the beneficial holder of 51,962,391 or 
51.0%, of the common shares of the Company as at February 2, 2013 (January 28, 2012: 97,341 ,670.0 or 94. 7%). The issued and 
outstanding shares are fully paid and have no par value. 

25. Capital disclosures 

The Company's objectives when managing capital are: 
Maintain financial flexibility thus allowing the Company to preserve its ability to meet financial objectives and continue 
as a going concern; 
Provide an appropriate return to shareholders; and 
Maintain a capital structure that allows the Company to obtain financing should the need arise. 

The Company manages and makes adjustments to its capital structure, when necessary, in light of changes in economic conditions, 
the objectives of its shareholders, the cash requirements of the business and the condition of capital markets. In order to maintain 
or adjust the capital structure, the Company may pay a dividend or return capital to shareholders, modify debt levels or sell assets. 

The Company defines capital as follows: 
Long-term obligations, including the current potiion oflong-term obligations ("Totallong-term obligations"); and 
Shareholders' equity. 

The following table presents summary quantitative data with respect to the Company's capital resources: 

(in CAD milliom) 

Total long-term obligations $ 

Shareholders' equity 

Total $ 

26. Revenue 

The components of the Company's revenue were as follows: 

(in CAD millions) 

Apparel and Accessories 

Home and Hardlines 

Major Appliances 

Other merchandise revenue 

Services and other 

Commission revenue 

Licensee revenue 

Total revenue 

$ 

$ 
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.-\sat As at 
Februar~· 2, 2013 January 28. 2012 

36.1 $ 122.7 

1,076.4 1,092.0 

1,112.5 $ 1,214.7 

2012 2011 

1,474.2 $ 1,607.9 

1,125.4 1,293.6 

876.3 864.0 

362.5 360.2 

321.9 347.4 

113.7 116.7 

26.7 29.5 

4,300.7 $ 4,619.3 
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27. Employee benefits expense 

The components of the Company's employee benefits expense for the current and prior fiscal year were as follows: 

(in CAD millions) 

Wages and salaries 

Paid absences 1 

Benefits 

Provincial healthcare costs 

Flex benefits 

Retirement benefit plans expense 

Statutory deductions 2 

Severance 3 

Other employer paid benefits 

Total benefits expense 

$ 

$ 

2012 

657.9 

62.1 

15.5 

16.6 

9.7 

45.7 

17.1 

(1.2) 

823.4 

Paid absences are expenses related to 1·acation, statuto1~· holidC!1'S and sick dc(1'S. 

2011 
(Recast- Note 2) 

$ 685.0 

67.1 

15.4 

16.2 

30.2 

46.0 

25.3 

2.1 

$ 887.3 

Statuto1~· deductions consist of the employer portion of payment for the Canada Pension Plan and Employment Insurance. 
Included in Se1·erancefor Fiscal20/2were $12.6 million (201!: $19.3 million) of costs related to transformation. 

These expenses are included in "Cost of goods and services sold" and "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

28. Gain on lease terminations 

On March 2, 2012, the Company entered into an agreementto surrender and terminate early the operating leases on three properties: 
Vancouver Pacific Centre, Chinook Centre (Calgary) and Rideau Centre (Ottawa). The Company was a long-term and important 
anchor tenant in the three properties, and the landlord approached the Company with a proposal to terminate early the three leases 
and vacate the premises in exchange for $170.0 million. The payment represents the amount the landlord was willing to pay for 
the right to redevelop the property based upon their analysis of the potential returns from redevelopment. 

On the closing date, April 20, 2012. the Company received cash proceeds of$170.0 million for the surrender of the three leases, 
resulting in a pre-tax gain of $164.3 million. net of the de-recognition of leasehold improvements of$5. 7 million. The Company 
exited all three prope11ies on October 31, 2012, and has no fm1her financial obligation related to the transaction. 

On June 20, 20 12, the Company entered an agreement to surrender and terminate early the operating lease on its Deerfoot (Calgary) 
property. The landlord approached the Company with a proposal to terminate early the lease in exchange for cash proceeds of 
$5.0 million, subject to certain closing conditions, on the closing date of October 26, 2012. In Fiscal20 I 0, the Company incurred 
an impairment loss of$2.9million relating to the property, pia:nt and equipment at its Deerfoot prope11y. As a result of the agreement 
and expected proceeds, the Company recorded an impairment loss reversal (net of accumulated amortization) of $2.1 million in 
"Selling, administrative and other expenses". On the closing date of October 26, 2012, the Company vacated the property and 
received cash proceeds of $5.0 million, resulting in a pre-tax gain of $2.8 million, net of the de-recognition of leasehold 
improvements and furniture and fixtures of$2.2 million. The Company has no further financial obligation related to the transaction. 

29. Sale of Cantrex Group Inc. ("Cantrex") 

On April 24, 2012, the Company entered an agreement to sell the operations of its subsidiary, Cantrex, to Nationwide Marketing 
Group, LLC for $3.5 million, equal to the net canying amount of specified Cantrex assets and liabilities. On April29, 2012. the 
Company received the proceeds on the sale, de-recognized the assets and liabilities sold and recorded a gain on sale of nil. 

30. Related party transactions 

The immediate parent of the Company is Sears Holdings. The ultimate controlling party of the Company is ESL Investments, Inc. 
(incorporated in the U.S. in the state of Florida) through Sears Holdings. The Company also has investments in joint ventures, as 
described in Note 11. 
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Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated 
on consolidation and are not disclosed in this note. Details of transactions between the Company and other related parties are 
disclosed below. 

30.1 Trading transactions 

During the current and prior fiscal year, the Company entered into the following trading transactions with related parties: 

2012 

Purchase Services Purchase Services 
(in CAD millions) of goods t·eceived Othet· Total of goods received 

Sears Holdings Corporation $ $ 5.0 $ 0.2 $ 5.2 $ 0.3 $ 4.8 
Real estate joint ventures 4.5 4.5 4.4 
Total related party transactions $ $ 9.5 $ 0.2 $ 9.7 $ 0.3 $ 9.2 

The following balances were outstanding as at the end of the fiscal year: 

(in CAD millions) 

Sears Holdings Corporation 

Total 

(inCA D millions) 

Sears Holdings Corporation 

Total 

$ 

$ 

$ 

$ 

Amounts receivable n·om related parties 

As at As at 
February 2. 2013 January 28.2012 

0.3 $ 

0.3 $ 

0.1 

0.1 

Amounts payable to related parties 

As at As at 
February 2. 2013 January 28. 2012 

0.7 $ 

0.7 $ 
0.6 

0.6 

Other 

$ 0.5 $ 

$ 0.5 $ 

2011 

Total 

5.6 

4.4 

10.0 

The related party transactions with Sears Holdings are in the ordinary course of business for shared merchandise purchasing 
services. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed 
to by the related pmties. These balances are included in "Accounts payable and accrued liabilities" and ''Accounts receivable. net" 
in the Consolidated Statements of Financial Position. 

The related party transactions with the various real estate joint ventures represent lease payments for the lease of the Company's 
stores. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed to 
by the related patties. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has 
been recognized in the current or prior fiscal periods for bad or doubtful debts in respect of the amounts owed by related patties. 

The Company's Audit Committee is responsible for pre-approving all related party transactions that have a value greater than $1.0 
million. 

31. Key management personnel compensation 

Key management personnel are those individuals having the authority and responsibility for planning, directing and controlling 
the activities of the Company. The Company considers the Board of Directors and the following former and current members of 
senior management to be key management personnel: 

Chief Executive Officer: 
Former Senior Vice-President and Chief Financial Officer; 
Executive Vice-President and Chief Operating Officer; 
Former Executive Vice-President and Chief Administrative Officer; 
Former Executive Vice-President, Merchandising, Apparel and Accessories; 
Former Senior Vice-President, Merchandising, Home and Hardlines; 
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Executive Vice-President, Financial Services; 
Senior Vice-President and Chieflnformation Officer, Information Technology and Business Process Improvement; 
Senior Vice-President, General Merchandise Manager, Accessories Merchandising; 
Senior Vice-President, General Merchandise Manager, Apparel Merchandising; 
Senior Vice-President, Home and Hardlines, Major Appliances; 
Senior Vice-President, Customer Experience, Shared Services and Merchant Marketing; 
Senior Vice-President, Human Resources; 
Former Senior Vice-President Business Capability and Human Resources 
Current and former Senior Vice-President, Marketing; 
Senior Vice-President and General Counsel; and 
Senior Vice-President, Retail Stores. 

Key management personnel compensation was as follows: 

· (in CAD millions) 

Salaries and perquisites 

Annual incentive plans 

Pensions 

Termination benefits 

Total key management personnel compensation 

32. Net earnings (loss) per share 

$ 

$ 

2012 

6.5 $ 
0.9 

0.1 

0.5 

8.0 $ 

A reconciliation ofthe number of shares used in the net earnings (loss) per share calculation is as follows: 

(A' umber of shares) 

Weighted average number of shares per basic net earnings (loss) per share 
calculation 

Effect of dilutive instruments outstanding 

Weighted average number of shares per diluted net earnings (loss) per share 
calculation 

2012 

102,078,477 

102,078,477 

201 I 

5.2 

2.2 

1.2 

8.6 

201 I 

104,275,192 

104,275,192 

"Net earnings (loss)" as disclosed in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss) was 
used as the numerator in calculating the basic and diluted net earnings (loss) per share. For the fiscal year ended February 2, 2013, 
5,440 outstanding options were excluded from the calculation of diluted net earnings per share as they were anti-dilutive. For the 
fiscal year ended January 28,2012, the Company incurred a net loss and therefore all potential common shares were anti-dilutive. 

33. Changes in non-cash wot·king capital balances 

Cash generated from (used for) non-cash working capital balances were comprised ofthe following: 

(in CAD millions) 2012 201 I 

Accounts receivable, net $ 36.5 $ 27.8 
Inventories (27.5) 129.3 
Prepaid expenses (2.2) 3.9 
Accounts payable and accrued liabilities (84.5) (95.8) 

Deferred revenue (10.6) (16.0) 

Provisions 1.6 (0.5) 

Income and other taxes payable and recoverable (35.5) ( 19.2) 

Effect of foreign exchange rates 0.1 
Cash generated from (used for) non-cash working capital balances $ (122.2) $ 29.6 
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34. Event after the reporting period 

Subsequent to year end, the Company finalized an exclusive, multi-year licensing arrangement with SHS Services Management 
Inc. ("SHS Services"), which will result in SHS Services overseeing the day-to-day operations of all Sears Home Improvements 
Product Services business. The licensing agreement, effective March 3. 2013, is expected to result in a reduction to revenues and 
expenses, however, the impact to net earnings is not expected to be significant. 

35. Approval of consolidated financial statements 

The consolidated financial statements were approved by the Board of Directors and authorized for issue on March 14,2013. 
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CORPORATE INFORMATION 

Head Office 

Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B 2C3 

Website:www.sears.ca 
E-mail:home@sears.ca 

For more information about the Company, or for 
additional copies of the Annual Report, write to the 
Corporate Communications Department at the Head 
Office of Sears Canada Inc., or call416-941-4428. 

The Company's regulatory filings can be found on the 
SEDAR website at www.sedar.com. 

Stock Exchange Listing 

Toronto Stock Exchange 
Trading symbol: SCC 

Transfer Agent and Registrar 

CIBC Mellon Trust Compani 
P.O. Box 700, Station B 
Montreal, Quebec 
H3B 3K3 

Answerline:416-682-3860 
I -800-387-0825 

Fax: 1-888-249-6189 

Website:www.canstockta.com 

E-Mail:inguiries@canstockta.com 

Annual Meeting 

The Annual Meeting of Shareholders of Sears Canada 
Inc. will be held on Thursday, April 25, 2013 at 8:00 
a.m. in Room 58 I, Fifth floor, 290 Yonge Street, 
Toronto, Ontario, Canada. 

Edition fran~aise du Rapport annuel 

On peut se procurer !'edition franc;:aise de ce rapp01t en 
ecrivant au: 

Service de Communications de l'entreprise 
Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B 2C3 

Pour de plus amples renseignments au sujet de Ia 
Societe, veuillez ecrire au service national de 
communication, ou composer le 416-941-4428. 

Les depots reglementaires de Ia Societe figurent sur le 
site Web de SEDAR a l'adresse www.sedar.com. 

1Canadian Stock Transfer Company Inc. acts as the Administratire Agentfor CIBC Mellon Tmst Company 
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TAB D 





This is Exhibit "D" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 2018 

A Commissioner for taking Affidavits 

Sha~non Beverl~y Ste. Marie, a Commissioner, etc., 
Provmce of Ontano, while a Student-at-Law. 
Expires March 23, 2019. 
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A little over a year ago, we set our 
company upon a different course. 
Wear~ now emboldened by a great 
and simple purpose: to make every 
day a great day for our customers. 
The more we matter to those who 
matter most to our business, the 
more valuable our business will be. 

256 



Table of Contents 

2 Financial Highlights 

4 Letter to Our Shareholders 

10 Five Year Summary 

11 Quarterly Performance/Common Share Market Information 

12 Management's Discussion and Analysis 

48 Management's Responsibility for Financial Statements 

49 Report of Independent Registered Chartered Accountants 

51 Consolidated Statements of Financial Position 

52 Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss) 

53 Consolidated Statements of Changes in Shareholders' Equity 

54 Consolidated Statements of Cash Flows 

55 Notes to the Consolidated Financial Statements 

97 Directors and Officers 

98 Corporate Information 

Certain information in the accompanying "Letter to Our Shareholders··· isfm11'ard-looking and is subject to important 
risks and uncertainties. ll'hich are described in the "CautionmJ' statement regardingfonrard-looking i'1formation" on 
page 13 of this Annual Report. 

257 



Financial Highlights 

Unless otherwise noted, 2012 results reflect a 53-week period while 2011 results reflect a 52-week period. 

(in CAD millions, except per share amounts) Fiscal2012 Fiscal 2011 

Total revenue $ 4,300.7 $ 4,619.3 

Same store sales(%)* (5.6)% (7.5)% 

Adjusted EBITDA * 47.0 124.0 

Net earnings (loss) 101.2 (50.3) 

As at As at 
February 2, 2013 January 28,2012 

Cash and cash equivalents $ 237.0 $ 397.4 

Working capital 415.3 471.0 

Inventories 851.4 823.9 

Total assets 2,479.1 2,730.7 

Total long-term obligations, including 
principal payments on long-term 
obligations due within one year 36.1 122.7 

Shareholders' equity 1,076.4 1,092.0 

As at As at 
February 2, 2013 January 28,2012 

Per share of capital stock 

Basic net earnings (loss) $ 0.99 $ (0.48) 

Diluted net earnings (loss) $ 0.99 $ (0.48) 

Shareholders' equity $ 10.57 $ 10.63 

*Same store sales and Adjusted EBITDA are operating peTformance and non-International Financial Reporting Standards ("!FRS'') measures, 
respectivezJ.: See Section I.e. "Use of Non-/ FRS Measures, Measures ofOpemting PeTformance. and Reconciliation of Net Eamings (Loss) to 
Adjusted EBITDA ". 

Revenue was $4,300.7 million for the 53-week period ended February 2, 2013 ("Fiscal2012") compared to $4,619.3 
million for the 52-week period ended January 28,2012 ("Fiscal 2011 "),a decrease of6.9%. The decrease is primarily 
attributable to sales declines in Craftsman®, electronics, bedroom and bath, women's apparel, and menswear 
categories, partially offset by higher revenue from major appliances. In addition, the decrease in revenues is partially 
attributable to the closure of 4 Full-Line stores during Fiscal 2012 and the sale of Cantrex Group Inc. ( "Cantrex") 
during the second quarter of 2012. 

Revenue was approximately $25.5 million lower as a result of the closure of 4 Full-Line stores during Fiscal 2012. 
Revenue was also positively impacted by approximately $38.3 million due to the 53rd week in Fiscal 2012. 

Same store sales decreased 5.6% compared to Fiscal 20 II. Same store sales is a measure of operating performance 
used by management, the retail industry and investors to compare retail operations, excluding the impact of store 
openings and closures. See Section I.e. "Use of Non-I FRS Measures, Measures of Operating Performance and 
Reconciliation of Net Earnings (Loss) to Adjusted EBITDA." 
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Gross margin rate was 36.1% for Fiscal 2012 compared to 36.5% in Fiscal 2011. In Fiscal 2011 there was a one
time inventory charge, relating to planned disposition of excess inventory. The Fisca120 11 gross margin rate excluding 
the one-time inventory charge was 37.4%. The decrease in the gross margin rate in Fisca12012 compared to Fiscal 
2011 was due primarily to reduced margin in fitness and recreation, Corbeil Electique Inc. ("Corbeil"), children's 
wear, jewelery, accessories and luggage and footwear categories. 

Fiscal 2012 Adjusted EBITDA was $4 7.0 million compared to $124.0 million for Fiscal 2011. Adjusted EBITDA 
is a non-IFRS measure. See Section l.e. "Use of Non-I FRS Measures, Measures of Operating Performance and 
Reconciliation of Net Earnings (Loss) to Adjusted EBITDA" regarding the use of non-I FRS measures and an 
explanation of components of Adjusted EBITDA for respective periods. 

Basic net earnings per common share was $0.99 in Fiscal 2012 compared to a basic net loss per common share of 
$0.48 for Fiscal 20 II. 

Total cash and cash equivalents was $237.0 million as at February 2, 2013 compared to $397.4 million as at 
January 28, 2012. The decrease of$160.4 million was primarily due to repayment oflong-term obligations of$142.3 
million, $101.9 million in dividend payments during the latter part ofFiscal20 12, and the purchase of$97.5 million 
in property, plant and equipment and intangible assets, partially offset by $175.0 million in proceeds from lease 
terminations received during Fiscal 2012, and the net proceeds received of $38.3 million from the sale of the 
Company's interest in Medicine Hat Mall at the end of Fiscal 2012. 
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Letter to Our Shareholders 

A message from Calvin McDonald, President and Chief Executive Officer 

Sears Canada is concluding the first full year of our Transformation plan. The three-year plan is 
centered on re-establishing the business and carrying out strategies designed to trade ourselves out 
of what we traded ourselves into over a period of several years. Our focus in 2012 was to get the 
basics, executing on fundamentals and reconnecting with customers in a significant way. 

In delivering against our Vision of creating lifelong relationships built on trust and our Mission 
centered on working for Canadian families, we established several initiatives during the year. These 
were positioned to get at basics and build our foundation for the future. 

Since we launched the Transformation, we have consistently used the Formula for Growth, expressed 
as five components, as our foundation for improvement: 
1. Build the Core 
2. Be Customer Driven and Marketing Led 
3. Get Value Right 
4. Operate the Best Formats 
5. Organize the Right Talent and Create a Winning Attitude 

The unique initiatives we introduced this year are spread across these five strategic pillars and linked 
by two common themes: improve our product and change our behaviour. 

With this framework in mind, here are some ofthe accomplishments we saw.in 2012 as we moved 
forward to strengthen Sears relationship with Canadian consumers. 

Build the Core 

This pillar of the Formula for Growth is our focus on core competencies. We must protect and build 
market share in the categories where we can win by promoting our unrivaled blend of authoritative 
assortment, unique services and exclusive brands. Our goal is to deliver consistently across these 
categories and be Canadians' retailer of choice for their needs ... head to toe, wall to wall, for self, 
family and home. 

Some ofthe accomplishments within Build the Core were: 
• The establishment of our Hero shops: We cannot be all things to all customers, so we identified 

categories where Canadians will give us strong consideration because of our established 
position in the marketplace such as Major Appliances, Mattresses, Kids, Women's Dresses, 
Men's Dresswear, and Kitchen. We need to support these categories and present them to 
Canadians effectively. A big piece of the work that lies ahead of us is to turn dollar share into 
share of mind; this way, customers can be advocates for Sears in these imp01iant categories. 
An increase in same store sales for our apparel business in the fomih qua1ier of20 12 for the 
first time in eight qumiers was a positive result of the work we have been doing on building 
the core; 

4 

260 



• The full execution of our aggressive "attack plan" for both major appliances and mattresses: 
This included uplifted advertising, associate training, innovative financing programs and 
'after-sale' service enhancements. Sears considers itself a leader in these categories and is 
determined to maintain its market leading position; 

The launch of"The Baby's Room" in June, a full-service headquarters for baby products and 
nursery equipment: We introduced new products, new brands, updated signing and a reflow 
of the floor plan. Young families are a key target market, and our aim is to attract new parents 
to Sears and convert them to loyal shoppers for life. We have achieved monthly double-digit 
sales increases on average since we launched, a strong signal that we're resonating with 
customers in a meaningful way; and 

Establishing strategic alliances: In January 2013 we joined with Buffalo International Inc. to 
design and build Sears private brand of denim based apparel, Nevada. The Aldo Group will 
be working with us in a similar fashion for men's and women's private brand Attitude and 
Nevada footwear, as well as the Jessica brand for women. We also teamed up with SHS 
Services Management Inc. to manage and operate our installed home services business. These 
are organizations that have the capacity and desire to work with Sears, and who can execute 
better on the sourcing end using our expertise and capability on the distribution and brand 
reputation end. Our approach is to align with companies that can provide immediate credibility 
and continuity to our brands and services. 

We will continue to assess our strengths and core competencies and evolve the business model 
as appropriate to strengthen Sears position in the marketplace. 

Be Customer Driven and Marketing Led 

We need to be focused on our customers who come from all walks of life and demographic profiles. 
Taking into account the breadth of product in our Hero shops and our market share, it follows that 
we already attract a broad range of Canadian consumers, and many of them have a Sears Financial 
Credit Card. Our opportunity is to utilize this information to be more targeted in our marketing, 
convert in-store traffic into transactions and change the perception of our brand. This pillar is about 
using the information customers share with us to make their shopping experience with Sears more 
effective and more likely to result in lifelong relationships. 

Some o[the accomplishments within Be Customer Driven and Marketing Led were: 
The relaunch of the Sears brand under the statement "Make Every Day a Great Day": Over 
half a million views of our Holiday-timed video-commercial was an early and encouraging 
sign that Canadians are responding positively to the changes we are making and the Company 
we are trying to become. Every day being a great day is what we want our customers to 
experience as a result of using our products and services; 
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o The seasonal publication of the LOOK! report: Four editions were distributed in 2012 -
Spring, Summer, Fall and Holiday - highlighting the season's fashion trends with handy tips 
from our trend directors aimed at establishing Sears as a trusted resource to customers looking 
for style and product tips along with great fashion. Our Buyers vie to get their items selected 
for the LOOK! report and the friendly competition has resulted in a high quality publication 
featuring the best of the season. The LOOK! report has produced check out rates of advertised 
merchandise at three times the average of other promotional vehicles; 

• The creation of meaningful events that fulfill the occasion-based needs of our customers: The 
Great Canadian Coat Sale in the fall, the Little Black Dress Event for Holiday, the Shape Your 
Shape Event in January for fitness - these are important time frames for our customers and 
Sears responded with meaningful assortments and in-store presence to demonstrate leadership 
in product and marketing. These events increased customer consideration of Sears for key 
lines like apparel and helped us acquire new customers; and 

The delivery of our 60th Wish Book: Since 1953 Canadian households have marked the coming 
of the Christmas Season with the arrival of the Wish Book and this year's version did not 
disappoint, garnering orders from some 600,000 unique households. During 2013, we will 
celebrate our 60th anniversary and invite customers to join in the celebration on various 
occasions. 

Get Value Right 

We believe Value is more than price. It is a blend of price, quality and the service that customers 
experience when they shop at Sears, and our value proposition holds a unique place within the 
Canadian marketplace. Throughout the year, we introduced initiatives that helped to strengthen all 
three components of our value equation. 

Some o(the accomplishments within Get Value Right were: 
• The "Over 5,000 new lower prices" initiative was a campaign to effectively convey our 

approach to pricing: Sears is a promotional business, and we will continue to have sale prices 
that Canadians desire. We focused on striking a balance among three principles: being 
competitive at all times on highly identifiable and often-purchased items, building line 
structures that provide a good-better-best range of product, and having realistic regular prices 
that customers can believe; 

The introduction of Sears "Canada's Best" seal of approval: An item reflecting the highest 
standards of quality, style and innovation, at surprising prices. The items are labelled with 
special product tags and suppOiied by informative marketing so that customers know they 
are buying the very best available when they buy a product identified as "Canada's Best" and 
still getting the value they expect from Sears; 

The expansion of our Price Protection guarantee for big-ticket items: We want to ensure that 
customers can shop us with confidence for larger purchases, so we extended our 60-day Price 
Protection Plus guarantee on major appliances to match any competitor 90 days after a Sears 
purchase and we also introduced an industry leading 365-day sleep guarantee for mattresses 
so customers feel comfortable with this long-term investment; 
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The re-affirmation, in May, ofthe Company's commitment to customer service with a renewed 
customer promise: The Company invested in over 100,000 hours of hands-on training 
nationwide touching every store associate on expectations. Unfriendly policies were replaced 
with practices that customers would expect from Sears including an updated returns policy 
that allows 90 days for a return to be made on most products using a Sears credit card; and 

The introduction of the Gold Badge program, which recognizes individual store customer 
service excellence: Each store is rated based on feedback from customers who have 
specifically shopped in that store. Stores must achieve a rating of9 or 10 on all questions by 
at least 73% of customers who filled out a survey. If they achieve this, every associate gets 
to wear a gold-coloured badge for the ensuing year as a visible sign of their accomplishment. 
Fifteen stores achieved this highly coveted symbol of recognition in 2012. 

Operate the Best Formats 

A competitive advantage for Sears is our ability to trade through multiple formats operating in many 
different sizes of communities. Operating the best formats is focused on aligning our category 
strengths with the market and creating more value from our trading strategies with retail concepts 
that align to customer needs. 

Some o(the accomplishments within Operate the Best Formats were: 
• The complete refresh of eight full-line stores in 2012: Our goal was to create a stage for 

product which we accomplished by focusing on four components: showcasing our hero 
categories, conducting a substantial merchandise re-mix, creating centres of interest where 
we could promote events with authority, and paying special attention to the basiC$ business 
so customers can count on Sears every time they visit to be in stock ofthe most wanted items. 
The stores are performing well above comparable stores in both sales and gross profit and 
Apparel is outperforming our other businesses reinforcing our decision to make significant 
enhancements to the visual presentation in that area; 

• The unveiling of a brand new relocated 78,000 square foot state-of-the-art Sears Home store 
at Ottawa's Pinecrest shopping centre: The store has significantly improved its sales and 
features 54 mattress sets, our largest, and 475 major appliances, compared to 300 in an average 
store. Associates are equipped with tablets so they can find additional product information 
for customers and verifY any competing offers in the marketplace; 

The establishment of Sears wholly-owned subsidiary Corbeil Appliances in the Greater 
Toronto area: This successful, Quebec-based chain, previously unknown in this area, brought 
a mid-to-high level of appliances to Vaughan, Richmond Hill, Mississauga and Burlington 
and introduced southern Ontario to an appliance specialist with kitchen renovation capability; 

• The investment in our website, Sears.ca: We made the site easier to navigate, increased the 
functionality, improved searching capability and redesigned the home page. We made Direct 
olii·Toy headquarters this year by reallocating the Toy department space in retail to The Baby's 
Room, and directing Toy customers with effective in-store presentations to sears.ca where 
the Direct channel enjoyed a significant increase in business as a result; and 
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Identifying opportunities for non-strategic businesses and assets: During 2012, the Company 
vacated four full-line stores, surrendering early its leases on two stores in Calgary and one 
each in Vancouver and Ottawa. This was an opportunity for Sears that was based on leaving 
locations that did not trade to our strengths as a retailer, and that also provided financial 
consideration that would have taken a substantially long time to generate had we kept operating 
them as we were. 

We constantly review our businesses and assets and will continue to act on those that are no 
longer strategic for Sears and where we can help Sears to be more profitable in the long term. 
We need to be operating in fonnats and locations where we can trade most effectively. 

Organize the Right Talent and Create a Winning Attitude 

Organizing talent compels us to address structure, breaking down silos, fixing bad processes, and 
putting in place efficient models designed to increase productivity. Creating a winning attitude speaks 
to culture ... changing our behaviour, thinking differently, and putting in place plans and initiatives 
that let the organization believe in success, exude confidence and adopt the retail swagger prevalent 
in winning organizations. 

Some o[the accomplishments within Organize the Right Talent and Create a Winning Attitude were: 
The open communication channels that have been established between the retail support centre 
and individual associates: An online idea sharing forum, a regular blog from me, a recognition 
program called WOW that allows for accolades of exceptional actions to be called out, and 
across-functionalAssociateAdvisory Council have all been avenues through which associates 
can provide input into how improvements can be made enterprise-wide for optimal results; 

The first graduating "class" of the Sears Future Leaders program: This concentrated 
development program selects 24 candidates each term from within Sears and externally who 
want to establish a career in retailing blending hands-on experience with a formal sharing of 
lmowledge and skills ofthe retail industry; 

• The strengthening of the Executive Leadership Team: In addition to some changes within our 
merchandising, marketing and operational leaders with a focus on action and results, of 
particular note is the appointment of Doug Campbell to Executive Vice-President and Chief 
Operating Officer overseeing various operational functions and efficiency improvements 
across the organization; and 

• Right-sizing the organization: As we continue to make improvements in efficiencies, we must 
maintain an organizational structure that reflects best of breed without compromising 
customer service. At the end of fiscal 2012, we reduced our staff count by 700 associates, 
mostly fi·om logistics and non customer-facing store roles. The organization needs to remain 
competitive within an industry that is increasing its pace and responsiveness capacity. 

We will continue to review our business as processes are improved and ensure we have an 
allocation of resources that properly supports the organization as it evolves. 
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In 20 I 2, our job was to get the basics ... reestablish the fundamentals needed to operate a successful 
retail business. We rebalanced prices, we brought in sound customer service policies, we identified 
our"core" Hero categories and put resources behind them, we restructured buying and store operations 
teams, we defined what a Sears department store and Sears Home store should look like, we began 
to change behaviour, and we started to install a high-performing management team that can lead an 
organization of29,000 through a transformation of significant proportion. 

These were fundamental accomplishments, and we needed to do this to establish our retail rhythm. 
In 2013, we will focus on maintaining that retail rhythm, living it, and gaining momentum. While 
there are some external factors that can impact our business, there is much within our control that 
we can do to improve our performance. "Control the Controllables" is an internal theme that we are 
spreading across the enterprise. In tough times, great retailers find a way. Sears needs to act differently 
and start to achieve different results. 

Sears Canada celebrates its 601
h anniversary in 2013. We issued our inaugural catalogue in early 

1953: the Spring and Summer catalogue of that year. A few months later, on September 17, we 
opened our first store in Stratford, Ontario. Since then, the Company has become one of Canada's 
major retailers with operations coast to coast, boasting a powerful brand and coveted reputation. 

But it's a different landscape in 2013 than it was six decades ago. Sears cannot rely on its 
accomplishments of the past to be successful. Today, our customers have a lot of choice, some of it 
close by and reachable from their homes and some of it across the world and reachable by a click of 
their keyboard. We need to respond and, as a merchant, this is centered around changing our product 
and changing our behaviour. 

Our aim is to have the products and services customers receive from Sears help make every day a 
great day for them. That is relevance. And that is how much a part of their lives we need to be. The 
foundation built over 60 years can help us, but it can't sustain us. We need to be top of mind in the 
minds of Canadians for the lines of products in which we trade, and the Transformation we have 
begun is the route that can help us get there successfully. 

I wish to acknowledge associates, past and present, who, over six decades, have provided Sears with 
a level of dedication and commitment that is needed to form and operate a Company of our 
significance, and I look forward to working with the team in place today to take us to the next level 
and journey through the Transformation of Sears Canada. 

Sincerely, 

Calvin McDonald, 
President and Chief Executive Officer 
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Five Year Summary IFRS IFRS IFRS CGAAP CGAAP CGAAP 

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 
2012A 2011A 201011 2010ll 2009c 2008° 

Results for the year (in CAD millions) 

Total revenue $ 4,300.7 $ 4.619.3 $ 4.938.5 $ 4,957.8 $ 5200.6 $ 5,733.2 

Depreciation and amortization 113.3 114.9 123.6 104.6 117.4 126.9 

Earnings (Loss) before income taxes 114.2 (56.9) 187.1 219.8 347.6 422.0 

Income tax (expense) recovery (13.0) 6.6 (62.1) (70.0) (112.9) (1313) 

Net earnings (loss) 101.2 (503) 125.0 149.8 234.7 290.7 

Dividends declared 101.9 753.4 753.4 

Capital expenditures£ 97.5 84.3 60.0 62.4 65.7 97.1 

Year end position (in CAD millions) 

Accounts receivable, net $ 76.2 $ 116.2 $ 144.0 $ 143.2 $ 131.1 $ 138.7 

InventoriesF 851.4 823.9 953.2 953.2 852.3 968.3 

Property, plant and equipment 840.0 872.0 900.7 577.4 620.2 696.0 

Total assets 2,479.1 2,730.7 2,907.5 2,509.8 3,404.8 3,237.3 

Working capital 415.3 471.0 536.9 610.6 1,114.7 1,148.8 

Total long-term obligations, including 
principal payments on h_mg-term obligations 
due within one year 36.1 122.7 129.1 136.1 ... 350.7 364.6 

Shareholders' equity 1,076.4 1,092.0 1,260.4 1,000.5 1,657.5 I ,483.2 

Per share of capital stock 

Basic net earnings (loss) $ 0.99 $ (0.48) $ 1.16 $ 1.40 $ 2.18 $ 2.70 

Dividends declared 1.00 7.00 7.00 

Shareholders' equity 10.57 10.63 11.96 9.32 15.40 13.78 

Financial ratios 

Return on average shareholders equity (%)G 9.3 (4.3) 7.7 11.3 14.9 22.6 

C01·rent ratio 1.5 1.5 1.5 1.6 1.8 2.0 

Ret01·n on total revenues (%) 2.4 (1.1) 2.5 3.0 4.5 5.1 

DebUequity mtio 3/97 10/90 9/91 12/88 17/83 20/80 

Pre-tax margin(%) 2.7 ( 1.2) 3.8 4.4 6.7 7.4 

Number of Selling Units 

Full-line Department stores 118 122 122 122 122 122 

Sears Home stores 48 48 48 48 48 48 

Outlet stores II 11 II II 12 II 

Specialty type: Appliances and Mattresses 4 4 4 4 4 6 

Hometown Dealer stores 261 285 268 268 186 171 

Sears Floor Covering Centres 17 20 20 22 30 

Sears Home Sen'ices Showrooms 9 13 13 13 13 13 

Cant rex 799 768 768 793 824 

Cor·beil 33 30 30 30 30 30 

Travel offices 101 108 108 108 108 106 

Catalogue merchandise pick-up locations 1,512 1.734 1.822 1.822 1.853 1.858 

1 77w 2fJJ2jisC'ttlyear ("Fi.'ica/2fJ12"). 20/l.fi.R'ttlyear ("Fisc:a/2fJII") am/20/fJ.fi.'imlyear ("Fi.\,·u/2fJlfJ") re.fer.-.totlte 53-week period ended Fe!Jrmtry 2. 2fJ/3, mttltlre 52-week period 
ended .!ammry 28, 2012. mul.!mmary 29. 2fJ// rr!vJecth•e{r. reportetlumler lllfenratimwl Fimmc:ia/ Reporting Stmulanl'i ("!FRS"). 

"The 20/fJ.fi.w.:al.rear ("Fism/lfJ/0") repre.\·e11t.\ the :i2-week peritul eutletl.ltmum:J' 29, 2fJJJ. reportetlu!ltfer ('amulitm Geueml~rAcceptedAccouutiu;: Principle.\· ("('(,:4.AP"). 

cT!ze 2fJfJ9.fi.\"calyear ("Fisca/2fJfJ9") represents the 52-week period eutletl.!mmury 3(), 2fl!fJ, reported muter ("(,:4AP. 
1
' 71te 2008fi.H:fll_rear (''Fisca/2fJfJ8") repre.\ellts lite 52-week periml em/etl.lumwry· 31. 2{)fJ9. reportetlumler ('(,:4.AR 

1:" Capital e.\]Jeuditures lull'e llotlu•eu reducerll~r cash ptiJ'IIlelll.\· outstmuliu;: at year em/ re.\ltltiugfromuomulf trtU!e termv. 

~-"A.\ a result t?(the ( 'tmtJUIII.J''.v dum;:e i11 tlCL'OIIIIIillJ.: poliqfor ill1'C!Iltorie.\· in Fi.<omf 2fJ{)8, the im•eutory lm/mu.:e.\ iududetl iuthis table are uol COIIIfUirtlb/e. ,\'ee Note 2 "Sigu[{ic:aul 
tu·cmmtiug polh:ies" t?(tlte :\'tJte.\ to lite ( 'tm.\·o/itlatetl Filum cia/ Statements. 

<;The return mt tn•emge .\lwrelwltler.\·' equi(r ('!O)for /FR.\' Fi.\wll2fJlfJ ll'tt.\· calmlutetltakiug tu!t eamiugvfor Fi.,·crt/2()/{J, tlil'idetl by the m·em;:e t?(slzarelw/tlers' l!tjlli(l'.for the period 
emleil.!mmm:.r 29. ]()// (Sl.26fJ..f million) am/the opeuiug Ctm.•w/itlated Statement of Fiumu:ia/ Po.,·itiau "·'·at .ltmllltl')' 3/, 20}{) (S2.fJfJ-I.-I million) reported under /FR.\: 
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Quarterly Performance 

The Company's operations are seasonal in nature. Accordingly, merchandise and service revenue, as well as performance 
payments received from JPMorgan Chase Bank, N.A. (Toronto Branch), referred to as commission revenue, will vary 
by quarter based upon consumer spending behaviour. Historically, the Company's revenue and earnings are higher in the 
fomih quarter than in any of the other three quarters due to the holiday season. The Company is able to adjust certain 
variable costs in response to seasonal revenue patterns; however, costs such as occupancy are fixed, causing the Company 
to repmi a disproportionate level of earnings in the fourth quarter. Other factors that affect the Company's sales and 
financial performance include actions by its competitors, timing of its promotional events, and changes in population 
and other demographics. Accordingly, the Company's results for any one fiscal quarter are not necessarily indicative of 
the results to be expected for any other qumier, or the full year, and comparable store sales for any particular period may 
increase or decrease. 

The table below outlines select financial data for the eight most recently completed quarters. The quarterly results are 
unaudited and have been prepared under !FRS. 

Fourth Quarter Third Quarter Second Quarter First Quarter 

(in CAD millions, except 
per share amounts) 2012 2011 2012 2011 2012 2011 2012 2011 

Totiil revenue $1,298.0 $ 1,365.9 $ 1,037.5 $ 1,113.2 $ 1,050.1 $ 1,147.7 $ 915.1 $ 992.5 

Net earnings (loss) $ 39.9 $ 41.0 $ (21.9) $ (44.1) $ (9.8) $ (0.2) $ 93.1 $ ( 47.0) 

Basic net earnings 
(loss) per share $ 0.39 $ 0.39 $ (0.22) $ (0.42) $ (0.10) $ 0.00 $ 0.91 $ (0.45) 

Diluted net earnings 
(I oss) per share $ 0.39 $ 0.39 $ (0.22) $ (0.42) $ (0.10) $ 0.00 $ 0.91 $ (0.45) 

Common Share Market Information 

The table below provides prices for the Company's common shares traded on the Toronto Stock Exchange (symbol: 
SCC). 

Fourth Quarter Third Qua1·ter Second Quarter First Quarter 

2012 2011 2012 2011 2012 2011 2012 2011 

High $ 12.98 $ 15.33 $ 11.79 $ 15.51 $ 13.73 $ 19.78 $14.24 $ 20.35 

Low $ 9.50 $ 10.12 $ 10.10 $ 12.51 $ 9.76 $ 15.27 $11.60 $ 19.11 

Close $ 9.50 $ 11.63 $ 10.69 $ 15.10 $ 10.16 $ 15.27 $13.50 $ 19.88 

Average daily trading 
122,655 27,473 23,487 11,609 16,694 45,750 7,784 17,473 volume 
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Management's Discussion and Analysis 

"Sears", "Sears Canada" or "the Company" refers to Sears Canada Inc. and its subsidiaries, together with its investment 
in joint venture interests. 

Management's Discussion and Analysis ("MD&A") contains commentary from the Company's management regarding 
strategy, operating results and financial position. Management is responsible for its accuracy, integrity and objectivity, 
and develops, maintains and supports the necessary systems and controls to provide reasonable assurance as to the 
accuracy of the comments contained herein. 

This MD&A should be read in conjunction with the Consolidated Financial Statements and Notes to the Consolidated 
Financial Statements for the 53-week period ended February 2, 2013 ("Fiscal2012" or "2012"). The 2011 fiscal year 
refers to the 52-week period ended January 28, 2012 ("Fisca120 11" or "20 11 "). The fourth quarter unaudited results for 
Fiscal 2012 and Fiscal 2011 reflect the 14-week period ended February 2, 2013 ("Q4 20 12") and the 13-week period 
ended January 28, 2012 ("Q4 2011 "), respectively. 

This MD&A is current as of March 14, 2013 unless otherwise stated. 

Additional information relating to the Company, including the Company's Annual Information Form ("A IF'') dated March 
14, 2013 and the Management Proxy Circular dated March 14, 2013, can be obtained by contacting the Company at 
416-941-4428. The 2012 Annual Report, together with the AIF and Management Proxy Circular, have been filed 
electronically with securities regulators in Canada through the System for Electronic Document Analysis and Retrieval 
("SEDAR") and can be accessed on the SEDAR website at www.sedar.com and on the U.S. Securities Exchange 
Commission ("SEC") website at www.sec.gov. 

Unless otherwise indicated, all amounts are expressed in Canadian dollars. 

Cautionary Statement Regarding Forward-Looking Information 

Certain information in the Annual Report and in this MD&A 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 results set out under Section 1 "Company Performance", Section 2 "Consolidated Financial Position, Liquidity 
and Capital Resources", Section 3 "Financial Instruments", Section 6 "Shareholders' Equity", Section 9 "Accounting 
Policies and Estimates" and Section 11 "Risks and Uncertainties". 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" betaken, 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 
ability of the Company to successfully implement its strategic initiatives; productivity improvement and cost reduction 
initiatives and whether such initiatives will yield the expected benefits; the results achieved pursuant to the Company's 
long-term credit card marketing and servicing alliance with JPMorgan Chase Bank, N.A. (Toronto Branch), or JPMorgan 
Chase; general economic conditions; competitive conditions in the businesses in which the Company participates; changes 
in consumer spending; seasonal weather patterns; weaker business performance in the fourth qumter; customer preference 
toward product offerings; ability to retain senior management and key personnel; ability of the Company to successfully 
manage its inventory levels; disruptions to the Company's computer systems; economic, social, and political instability 
in jurisdictions where suppliers are located; increased shipping costs, potential transportation delays and interruptions; 
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damage to the reputations of the brands the Company sells; changes in the Company's relationship with its suppliers; the 
outcome of product liability claims; any significant security compromise or breach of the Company's customer, associate 
or Company information; the credit worthiness and financial stability of tenants, partners and co-venturers, with respect 
to the Company's real estate joint venture interests; possible changes in the Company's ownership by Sears Holdings 
Corporation ("Sears Holdings") and other significant shareholders following the spin-off of a minority interest in Sears 
Canada by Sears Holdings; interest rate fluctuations and other changes in funding costs and investment income; 
fluctuations in foreign currency exchange rates; the possibility of negative investment returns in the Company's pension 
plan or an unexpected increase to the defined benefit obligation; the impairment of goodwill and other assets; new 
accounting pronouncements, or changes to existing pronouncements, that impact the methods we use to report our financial 
condition and results from operations; uncertainties associated with critical accounting assumptions and estimates; the 
outcome of pending legal proceedings; compliance costs associated with environmental laws and regulations; the possible 
future termination of certain intellectual property rights associated with the "Sears" name and brand names if Sears 
Holdings reduces its interest in the Company to less than 25%; and changes in laws, rules and regulations applicable to 
the Company. 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 MD&A and in the Company's 20 II recast Annual Report under Section 12 "Risks and Uncertainties" and 
elsewhere in the Company's filings with securities regulators. The forward-looking information in the Annual Report 
and in this MD&A are, unless otherwise indicated, stated as of the date hereof and are presented for the purpose of 
assisting investors and others in understanding our financial position and results of operations as well as our 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. 
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1. Company Performance 

a. Operations 

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, Sears Home, Hometown Dealer, Outlet, Appliances and Mattresses, Corbeil 
Electrique Inc. ("Corbeil") stores, and its Direct (catalogue/internet) channel. It also includes service revenue related to 
product repair and home improvement. Commission revenues include travel, insurance, and performance payments which 
are primarily received from the Company's long-term credit card marketing and servicing alliance with JPMorgan Chase. 
The Company has also partnered with Thomas Cook Canada Inc. ("Thomas Cook") in a multi-year licensing arrangement, 
under which Thomas Cook manages the day-to-day operations of all Sears Travel offices and provides commissions and 
licensing fees to the Company. Licensing fee revenues are comprised of payments received from licensees that operate 
within the Company's stores. The Company is a party to a number of joint ventures which have been classified as jointly 
controlled entities for financial reporting purposes. These joint ventures are jointly controlled by the joint venture partners 
who are entitled to a share of the respective joint ventures' income or loss. 

Retail Channel 

Full-Line Department stores- Sears Full-Line Department stores are located primarily in suburban enclosed 
shopping centres. The major merchandise categories include the following: 

Apparel & Accessories- Women's, men's and children's apparel, nursery products, cosmetics, jewellery, 
footwear and accessories. 

Home & Hardlines- Home furnishings and mattresses, home decor, lawn and garden, hardware, 
electronics and leisure, and seasonal products. 

Major Appliances - refrigeration, laundry, ranges, floorcare and sewing. 

Although merchandise varies by store, the merchandise sales mix between the three major categories are 
approximately 55% Apparel and Accessories, 25% Home and Hardlines and 20% Major Appliances. 

Full-Line Depmtment stores also offer Sears Home Services and include a Sears catalogue merchandise pick-up 
location. Sears Travel offices and licensed businesses, such as optical centres and portrait studios, are also located 
in most of the Company's Full-Line Department stores. 

Sears Home stores- Sears Home stores are typically located in power centres and present an extensive selection 
of furniture, mattresses and box-springs, major appliances and electronics. The majority of these stores range in 
size from 35,000 to 60,000 square feet. Home Improvement Products and Services operations are located within 8 
of 9 Sears Home stores. The showrooms provide a range of products and services sold under the Sears Home 
Services banner that are complementary to home furnishings and major appliances. 

Hometown Dealer stores - Sears Hometown Dealer locations are independently operated and offer major 
appliances, furniture, home electronics, outdoor power equipment as well as a catalogue merchandise pick-up 
location. Most Hometown Dealer stores are located in markets that had previously been served by a catalogue agent 
and continue to lack the population to suppott a Full-Line Depattment store. 

Outlet stores- Sears Outlet stores offer clearance merchandise, particularly from the Company's Direct channel, 
as well as surplus big-ticket items from all channels. 

Appliances and Mattresses stores- The Sears Appliances and Mattresses stores are part of the Company's strategy 
to bring its product categories to a growing number of customers who shop in conveniently located power centres. 
These stores are smaller in size (approximately I 0,000 to 15,000 square feet) and feature a wide selection of major 
appliances, mattresses and box-springs, and include Sears private labels and a variety of national brands. 

Corbeil- Corbeil is a chain of major appliance specialty stores located throughout Quebec, Greater Toronto Area 
and Eastern Ontario. There are 33 stores in the chain, 17 of which are fi·anchised. The chain also includes one 
liquidation centre and one distribution centre in Montreal. Stores average approximately 6,500 square feet in size. 
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Sears Travel- Sears Travel service operates within 101 Sears locations across Canada, an online travel service at 
www.searstravel.ca and 1-866-FLY-SEARS, which connects customers to the nearest geographical branch. As of 
January 30, 2011, Thomas Cook manages the day-to-day operations of all Sears Travel offices and the Sears Travel 
website. 

Sears Home Services 

Sears Home Services was formed as a result of combining Home Improvement Products and Services and Product 
Repair Services. Sears Home Services is marketed through 82 Full-line department stores, 21 Parts and Services 
stores and 8 of9 Sears Home Services Showrooms located within Sears Home and Outlet stores, by telephone at 
1-800-4-MY-HOME (English) or 1-800-LE-FOYER (French) and online at Sears.ca. Sears Home Services provides 
a broad range of home services, including the sale, installation, maintenance and repair of heating and cooling 
equipment, roofing, doors and windows, flooring, window coverings, energy audits, kitchen and bathroom 
renovations, carpet and upholstery cleaning and duct cleaning. Sears Home Services also offers the largest and most 
comprehensive parts and service network in Canada, with over 1 million parts available and a network of more than 
2,000 technicians and contractors. 

Direct Channel 

The Company's Direct channel is comprised of its catalogue business, which is Canada's largest general merchandise 
catalogue business, and Sears.ca, one of Canada's leading online shopping destinations with over 91 million visits 
in Fiscal 2012. With two distribution centres exclusively dedicated to servicing the Direct channel and 1,512 
catalogue merchandise pick-up locations nationwide, Sears can deliver orders in most areas of the country. Orders 
can be placed by telephone at 1-800-26-SEARS, by mail, fax, online at Sears.ca or in person through Sears stores 
and catalogue agents. Atthe end ofFiscal20 12, over 1,300 ofthetotal I ,512 catalogue merchandise pick-up locations· 
were independently operated under independent local ownership, with the remaining 168 units located within Sears 
corporate stores. 

Catalogue - In Fiscal 2012, over 15 different catalogues were distributed throughout Canada reaching up to 
approximately 2.9 million households. In addition, during Fiscal 2012, Sears distributed 7 Specialogues designed 
to offer more seasonally relevant merchandise to specific customers. 

Sears.ca- The Company's website, Sears.ca, enables the Company to provide new and exciting merchandise offers 
directly to web customers and highlights the Company's extensive general merchandise selection. In Fiscal 2012, 
the Company continued to invest in its online capabilities to improve the user experience, and engage new customers 
and demographics. Sears is committed to maintaining its reputation as a trusted Canadian retailer by focusing on 
customer privacy, security, and satisfaction when shopping on Sears.ca. 

Logistics 

National Logistics Centres- Sears operates 6 logistics centres strategically located across the count1y. The total 
floor area of these logistics centres was 6.5 million square feet at the end ofFiscal20 12, of which 5.6 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. 

S.L.H. Transport Inc. ("SLH")- The Company's wholly-owned subsidiary, SLH, transports merchandise to stores, 
catalogue merchandise pick-up locations and directly to customers. 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 continues to 
grow and has developed a nationwide distribution network to provide better and more consistent service to its 
customers. 
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As at the end of Fiscal 2012, Fiscal 2011, and the 52-week period ended January 29,2011 ("Fiscal 2010"), the Company's 
locations were distributed across the country as follows: 

As at As at As at 

February 2, January 28, January 29, 
2013 2012 2011 

Atlantic Quebec Ontario Prairies Pacific Total Total Total 

Full-Line Department 
stores 12 27 45 20 14 118 122 122 

Sears Home stores 2 12 19 10 5 48 48 48 

Outlet stores I I 6 I 2 11 II II 

Specialty type: Appliances 
and Mattresses stores 3 I - 4 4 4 

Corporate stores 15 40 73 32 21 181 185 185 

Hometown Dealer stores 52 30 62 70 47 261 285 268 

Sears Home Services 
Showrooms I 3 2 I 2 9 13 13 

Corbeil Franchise stores - 15 2 - - 17 19 19 

Corbeil Corporate stores - 12 4 - - 16 II II 

Corbeil - 27 6 - - 33 30 30 

Sears Floor Covering 
17 20 Centres - - - - - -

Cantrex It- - - - - - 799 768 

Travel offices 7 21 42 17 14 101 108 108 

Catalogue merchandise 
pick-up locations 219 345 427 375 146 1,512 1,734 1,822 

In Fiscal 2012, the Company closed 4 Full-Line stores as a result ofthe lease terminations that occurred during the year. The 
Company also closed 222 Catalogue merchandise pick-up locations, 24 Hometown Dealer stores and 17 Floor Covering 
Centres. During the second quarter of2012, Cantrex was sold. Refer to Note 29 "Sale ofCantrex Group Inc." in the Notes 
to the Consolidated Financial Statements for a description of the transaction. 

In Fiscal 2011, the Company opened 20 Hometown Dealer stores and 3 Catalogue merchandise pick-up locations. The 
Company also closed 3 Hometown Dealer stores, 3 Floor Covering Centres and 91 Catalogue merchandise pick-up locations. 

In Fiscal 2010, the Company opened 83 new Hometown Dealer stores and 4 Floor Covering Centres. The Company also 
closed 1 Hometown Dealer store, I Outlet store and 5 Floor Covering Centres. The increase in Cantrex members over the 
year was due to the new Alliance program, which offered members access to certain retail services including customer 
financial solutions; protection plans (extended warranties) and web solutions. 

As at the end of Fiscal 2012, Fiscal 2011, and Fiscal 2010, the gross square footage for corporate store locations was as 
follows: 

(square feet, millions) As at As at As at 
February 2, 2013 January 28, 2012 January 29, 2011 

Full-Line Department stores 15.2 16.5 16.5 

Sears Home stores 2.1 2.1 2.1 

Outlet stores 0.8 0.8 0.8 

Appliances and Mattresses stores 0.1 0.1 0.1 

Corbeil 0.1 0.1 0.1 

Total 18.3 19.6 19.6 

Gross square footage for corporate store locations as at February 2, 2013 decreased compared to January 28, 2012 due to 4 
Full-Line store closures as a result of lease terminations during Fiscal 2012. 
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Gross square footage for corporate store locations as at January 28, 2012 remained the same as compared to January 29, 
2011. 

Investment in Joint Ventures- The Company's investment in joint ventures includes its share of income or losses from its 
joint venture interests in 11 shopping centres across Canada, most of which contain a Sears store. Joint venture investments 
range from 15% to 50% and are co-owned with major shopping centre owners. 

The Company's joint ventures are in partnership with Westcliff Group and Ivanhoe Cambridge Properties. The jointly 
controlled entities and the Company's ownership interest in each as at February 2, 2013 are listed below: 

Entity Name 

Carrefour Richelieu Realties (St-Jerome) 

Carrefour Richelieu Realties (St-Jean) 

Carrefour Richelieu Realties (Carrefour Angrignon) 

Carrefour Richelieu Realties (Place Angrignon) 

Carrefour Richelieu Realties (Pierre Caisse) 

Carrefour Richelieu Realties (Drummondville) 

Mega-Centre Drummondville 

Societe de Gestion des Neiges Ville- Marie 

133562 Cm)ada Inc. 

172098 Canada Inc. 

Kildonan Place 

Regionaux (Les Rivieres Shopping Centre) 

Regionaux (Les Galeries de Hull) 

Properties 

Carrefour Richelieu 

Carrefour du Nord 

Carrefour Angrignon 

Place Angrignon 

Place Pierre Caisse 

Promenades de Drummondville 

Mega Centre Drummondville 

Various land holdings in Quebec, Canada 

Various land holdings in Quebec, Canada 

Drummondville Stripmall 

Kildonan Place ,. 
Les Rivieres Shopping Centre 

Les Galeries de Hull 

Joint Venture Ownership 
Partner Interest 

Westcliff Group 50o/, 

Westcl iff Group 50% 

WestcliffGroup 50o/, 

Westcl iff Group 50% 

Westcliff Group 50% 

Westcliff Group 50o/, 

Westcliff Group 50o/, 

Westcl iff Group 50% 

WestcliffGroup 50% 

WestcliffGroup 50o/, 

Ivanhoe Cambridge 20o/, 

Ivanhoe Cambridge 15% 

Ivanhoe Cambridge ]5o/, 

During Q4 2012, the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing a pre
tax gain of$8.6 million on the sale. During Fiscal2011, the Company sold its share of assets in Chatham Centre for net 
proceeds of $1.6 million, recognizing a gain of $0.1 million on the sale. 

b. Core Capabilities 

The Company's key resources and capabilities include its associates, brand equity, specialized services, national presence 
and logistics. The Company's ability to raise funds and working capital to support its operations is also a key capability and 
is discussed further in Section 2 "Consolidated Financial Position, Liquidity and Capital Resources" of this MD&A. 

Associates 

Sears associates are a critical asset to the Company. Sears works to inspire its associates to be committed to building 
lifelong customer relationships built on trust; 

Brand equity 

The Company works closely with its suppliers in product development, design and quality standards. Many lines 
of merchandise are manufactured with features exclusive to Sears and are sold under the Company's private label 
brands, such as Jessica®, Nevada®, Attitude® Jay Manuel, Whole Home®, Kenmore®, and Craftsman®. The Company 
believes that its private label and national brands have significant recognition and value with customers; 

Speciali::ed serrices 

Apart fi·om retail merchandise, the Company also offers a wide range of specialized services to attract a broad 
customer base. These services include product repair, the sale, installation, maintenance and repair of heating and 
cooling equipment, roofing, door and window replacement, flooring, window coverings, energy audits, kitchen and 
bathroom renovations, carpet and upholstery cleaning, and duct cleaning. The Company also offers portrait studio, 
optical, travel, floral, wireless and long distance, insurance, deferred financing and real estate services; 
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National Presence 

Logistics 

The Company's expansive physical and online presence puts it in proximity to customers all across Canada. Sears 
operates 118 Full-Line department stores, 357 specialty stores (including 48 Sears Home stores, II Outlet stores, 
4 Appliances and Mattresses stores, 261 Hometown Dealer stores operated under independent local ownership and 
33 Corbeil stores), 10 I Sears Travel offices and over I ,500 merchandise pick-up locations for orders placed through 
the catalogue or online at www.sears.ca; and 

The ability to move merchandise efficiently to stores, merchandise pick-up locations or directly to customers is one 
of the Company's key capabilities. The Company's wholly-owned subsidiary, SLH, is responsible for providing 
transportation services for the Company's merchandising operations and has arrangements with third parties to 
increase SLH's fleet utilization and improve its operating effectiveness. The Company conducts operations in six 
National Logistics Centres located in Vancouver, Calgary, Regina, Vaughan, Belleville and Montreal. 

c. Strategic Initiatives 

During Fiscal 2012, Sears Canada remained focused on executing its three-year Transformation strategy announced in 2011. 
This year, the Company implemented a number of significant changes, including the introduction of a new pricing model, 
the promotion of Sears fashion through the new LOOK! report, the start of the Full-Line and Sears Home store refreshes, 
the re-launch of the Gold Badge program designed to reward outstanding customer service, and the introduction of the new 
master brand strategy. Sears will continue with further initiatives to retain its competitive position within the Canadian retail 
landscape. 

The Transformation's Formula for Growth is comprised of five key pillars as follows: 

1. Build the Core: Implementing fundamental merchandise category plans to ensure that the right products and services 
are being offered in categories where the Company has a strong competitive position with Canadians, such as major 
appliances and mattresses; 

2. Be Customer Driven: More fully and effectively utilizing our customer database to develop our merchandising and 
marketing strategies; 

3. Get Value Right: Demonstrating a competitive value equation where our everyday price is more competitive, our 
promotions are well understood and balanced, our quality is superior and our service is dependable; 

4. Operate Effective Formats: We are a multi-format retailer, operating in many different markets. We are working to align 
our category strengths with the market and to create more value from our trading strategies with retail concepts aligned 
to customer needs, including developing separate tactical approaches for our Full-line Department stores, Sears Home 
stores, Hometown Dealer stores, and Corbeil stores; and 

5. Organize the Right Talent and Create a Winning Attitude: Maintaining a strong leadership team supported by loyal 
and dedicated associates who are committed to the implementation of our Transformation strategy. 

The initiatives and corresponding results listed below include both new results seen in the fourth quarter and a recap of 
results from Fiscal 2012. 

Build the core 

Announced three new alliances with The Aldo Group ("Aido"), Buffalo International Inc. ("Buffalo") and SHS Services 
Management Inc. ("SHS"). The Company will continue to deepen relationships with successful organizations which 
can provide immediate credibility and continuity to our brands and services. Aldo is considered an industry leader in 
footwear fashion design and manufacturing capability, Buffalo's design and sourcing capability in denim-based apparel 
will help us attract a new and younger customer, and the combination of Sears brand, reputation and customer service 
with SHS's expertise, processes and technology is expected to improve the operating efficiency of the Home Services 
business; 
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Implemented a new strategy for toys by moving the focus to online sales, in order to free up floor space previously 
dedicated to a category that was only a key focus area for three months of the year. The online approach was augmented 
with an in-store aisle program in the fourth quarter to display 15 of the best toys for the holiday season; 

Introduced "The Baby's Room," the new nursery and infant accessories department, part of the Kids Room children's 
area. In May 2012 Sears held a vendor tradeshow to 'baby-train' store associates from across Canada; on June I, 2012 
a public launch was held in Toronto featuring a seminar by parenting expert Nanny Robina; 

In September, 2012 Sears Canada became the first Canadian retailer to earn the Parent Tested Parent Approved (PTPA) 
seal of approval from North America's largest parent tester community; and 

Launched an online points redemption system in Sears Financial for its five million plus card members- one of the first 
major retail loyalty programs in Canada to do so. 

Be customer driven 

Launched the new Sears brand positioning, "Make every day a great day" at a gathering of more than I ,500 associates 
and media on November 7, 2012. Sears developed and ran the new Holiday-themed TV commercial called "The Gift" 
with a background song called "Best Year" commissioned by Sears to represent the new brand. As of the end of January 
2013, Sears has had over 5,000 downloads of"Best Year" and over half a million views of"The Gift." On December 
15, 2012 Sears reinforced its dedication to customers and associates through its "Sears National Great Day" event 
featuring Holiday festivities, giveaways and one-day deals at stores across Canada; 

Published 4 editions of the LOOK! report including the fourth quarter's November Holiday edition. The LOOK! report 
features fashion, beauty, and lifestyle trends and highlights the Company's newest products of the season. The releases 
were supported with in-store fashion shows, an exclusive evening event for Sears VIP customers, and smaller customer 
events in stores across the country; 

Launched the 60th edition of the annual Wish Book, the Company's Christmas catalogue. This year's edition featured a 
commemorative cover that included images of every Wish Book published since our very first one 60 years ago in 1953. 
Over 3 million copies of the special edition Wish Book were distributed across Canada, featuring 736 pages of holiday 
gift ideas; and 

Waived the 2.5% foreign currency transaction charge on purchases made using Sears Financial™ MasterCard and Sears 
Financial TM Voyage ™ MasterCard to appeal to the 65% of Canadians shopping and travelling abroad. 

Get value right 

Reaffirmed Sears role as a Canadian retailer dedicated to keeping Canadians shopping at home by extending its annual 
"Black Friday" promotion to run fi·om Thursday, November 22 through Sunday, November 25 (through Monday, 
November 26 for major appliances, electronics, fitness and snowblowers). Sears brought Black Friday savings to 
Canadians with hundreds of items at specially marked prices backed by a price match guarantee; 

Introduced the first products that meet Sears "Canada's Best" seal of approval criteria. The Canada's Best label will be 
assigned to an assortment of fashion and home products that meet required standards in quality, style and innovation. 
Products offered with this label are intended to be desirable and offer customers clear value when compared to competitors' 
offerings; 

Introduced a hassle-free return policy that includes a satisfaction guarantee with eve1y purchase: if not completely 
satisfied, customers can now exchange or return almost all products within 30 days, or 90 days if they use their Sears 
Financial credit cards; and 

Lowered the price on over 5,000 products including items in every store and in every department and concurrently 
introduced specially-priced must-have WOW items. 
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Operate effective formats 

Continued to invest in store refreshes, with refreshes in Grande Prairie and Nanaimo stores underway, building on the 
new store concept implemented in Fiscal 2012, with the first round of refreshes in Barrie, Belleville, Newmarket and 
the Lime Ridge Mall in Hamilton stores and the second round of refreshes in Ville d'Anjou, St. Jerome, Oshawa and 
Sudbury stores. The refreshed store concept features improved presentation, wider aisles, streamlined offerings with 
new brands and a blend of items priced at both everyday value and at sale prices;. 

Unveiled the 78,000 sq. ft. Sears Home store at the Pinecrest Shopping Centre in Ottawa, housing the largest major 
appliance and mattress shops of any Sears location, an expanded selection of accent furniture, chairs and tables and new 
brands of furniture; 

Opened 4 Corbeil stores in Sears initial Greater Toronto Area expansion plans for Corbeil. The Corbeil stores are located 
in Richmond Hill, Mississauga, Vaughan and Burlington; 

Launched an e-commerce transactional shoppable iPad application that features the 601
h anniversary Wish Book, and 

due to the positive response from customers, this application will serve as a permanent Sears iPad Catalogue application, 
which will be updated throughout the year; 

Invested in upgrading Sears.ca, the largest Canadian transactional retail website. Sears Canada revamped its bilingual 
website to improve functionality, navigation, and overall shopping experience; and 

Sold the Company's 40% ownership of the leasehold interest in Medicine Hat Mall in Alberta to the Company's joint 
venture partner, Sleeping Bay Building Corp., and received net proceeds of$38.3 million. Earlier this year, Sears exited 
and returned leases on 4 properties to the landlords for financial consideration comprising Vancouver's Pacific Centre, 
Chinook Centre and Deerfoot Mall locations in Calgary, and the Rideau Centre store in Ottawa. 

Organize the right talent and create a winning attitude 

Created the Associate Advisory Council consisting of 21 individuals from different business lines and across Canada 
with the mandate to provide critical insight, perspective and counsel to senior management; 

Unveiled the new team of Store Managers, District Managers and Category Specialists operating under a new structure 
in store operations and executed a large-scale associate move in the Company's retail support centre, designed to ensure 
physical organization aligns with work flow; and 

Appointed Douglas C. Campbell Executive Vice-President and Chief Operating Officer of the Company, overseeing 
retail operations, logistics, replenishment, information technology and international sourcing, and leading the Company's 
undertaking to improve efficiency across the enterprise. Sears has made changes to its management team designed to 
lead the organization effectively through the Transformation and help the Company achieve its operational and financial 
~~~. . 

"Live Green" Initiatives 

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 on 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 associates, customers and the communities in which the 
Company operates. 

Sears Canada continued to focus on these three priorities by implementing the following initiatives during Q4 2012: 

Partnered with electric utility companies in Nova Scotia, British Columbia and Saskatchewan to promote major appliances 
and electronics energy saving products; 
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Launched a province-wide fridge and freezer pick-up and recycling program in Ontario; and 

Completed a national re-lamping project which resulted in the replacement of over 625,000 bulbs, and which is expected 
to provide energy savings of over 13 miiiion kilowatt hours annuaiiy. 

SLH: 

Instaiiation of wide-base tires and trailer skirts and the reduction of metric tonne miles, resulting in fuel savings of 
approximately 1.8 miiiion litres; 

Implemented best in class route optimization technology to improve route planning, as we II as driver and truck utilization; 
and 

SLH continued its participation in the Ontario LCV (Long Combination Vehicle) pilot project run by the Ministry of 
Transportation, which is restricted to a select group of qualified carriers and Ontario Trucking Association members. In 
2012, SLH's LCV program generated fuel savings of over 620,000 litres. 

Corporate Social Responsibility 

The foiiowing is a summary of the results of the Company and its associates' corporate social responsibility efforts during 
Fiscal 2012: 

Assisted our local store charity partners through the sale of our 601
h Anniversary charity plush, Cooper™1

Mc the bear. 
Sears charity plush has been helping children since 1998, raising over $1.3 miiiion since 2005. Two doiiars from the 
sale of each bear supported the healthy development of Canadian youth through after-school and children's health 
initiatives; 

Held our 25th annual Sears Boys & Girls Club of Canada ("BGCC") GolfTournament near Toronto, in cooperation with 
our vendors, raising over $200,000 to support BGCC youth programs, funds which Sears matched; 

Presented our 14th annual Tree ofWishes program in-stores, for which customers and associates donated holiday season 
gifts valued at over $230,000 to less fortunate children, with the help of local charities; 

Held the second annual Sears Great Canadian Run (the "Run"), a full day running adventure hosted in two cities: Toronto 
in September and Ottawa in October. The Runs were held to benefit local pediatric oncology hospitals and organizations 
in the cities where the Runs took place, such as the Children's Hospital of Eastern Ontario. Support was also extended 
to Sears National pediatric oncology research initiatives such as The Sears Childhood Cancer Fellowship at the Hospital 
for Sick Children in Toronto; and 

The Sears Great Canadian Chill took place in four communities between New Year's Day and Family Day: Toronto and 
Ottawa on New Year's Day, Vancouver on February 18 and London on March 3. This traditional Canadian "polar-bear 
dip" is held to raise funds for the fight against childhood cancer. Several hundred people braved the cold waters to help 
support this worthy cause, with funds going to the Sears Canada Charitable Foundation to be distributed to children's 
hospitals for oncology needs. 

d. Outlook 

As Canadians' needs in a shopping experience evolve, Sears Canada is focused on keeping pace with emerging trends and 
innovative delivery of products and services, and is reinvigorating its business to better serve and grow with its customers. 
For the upcoming year, Sears will continue to execute on its Transformation. Some of the priorities for the 52-week period 
ending February I, 2014 ("Fiscal 20 13") include the following: 

Continuing to maximize opportunities in merchandising categories where the Company has already established 
authority with customers, such as major appliances and mattresses, further developing private brands, and renewing 
focus on several additional "hero" categories; 

Improving customer service across all shopping formats and more effectively leveraging customer research, insights 
and loyalty data; 
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Enhancing efficiency of marketing programs; 

Refining the approach to pricing and creating a logical blend of everyday value items, weekly specials and compelling 
sales promotions, providing merchandise with a quality level that customers should expect from Sears, resulting in 
an improved mix of regular versus promotional and clearance sales; and 

Attracting and retaining top talent in the industry, conducting associate engagement initiatives, and developing a 
performance-based culture across the Company. 

Although management believes that Sears will achieve its long-term goal of sustainable and profitable growth, there can be 
no assurance that the Company will successfully implement these strategic initiatives or whether such initiatives will yield 
the expected results. For a discussion of the risks and uncertainties inherent in the Company's business, refer to Section 11 
"Risks and Uncertainties". 

e. Use of Non-IFRS Measures, Measures of Operating Performance and Reconciliation of Net Earnings (Loss) to 
Adjusted EBITDA 

The Company's consolidated financial statements are prepared in accordance with I FRS. Management uses !FRS, non-I FRS 
and operating performance measures as key performance indicators to better assess the Company's underlying performance 
and provides this additional information in this MD&A. 

Same store sales is a measure of operating performance used by management, the retail industry and investors to compare 
retail operations, excluding the impact of store openings and closures. Same store sales represents merchandise sales generated 
through operations in the Company's Full-line, Sears Home, Hometown Dealer and Corbeil stores that were continuously 
open during both ofthe periods being compared. More specifically, the same store sales metric compares the same calendar 
weeks for each period and represents the 14 and 53-week periods ended February 2, 2013 and the 13 and 52-week periods 
ended January 28, 2012. The calculation of same store sales is a performance metric and may be impacted by store space 
expansion and contraction. 

A reconciliation of the Company's total revenue to same store sales is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions) 2012 2011 2012 2011 

Total revenue $ 1,298.0 $ 1,365.9 $ 4,300.7 $ 4,619.3 

Non-comparable store sales 364.5 318.6 1,169.6 1,119.5 

Same store sales 933.5 1,047.3 3,131.1 3,499.8 

Same store sales percentage change (3.8)% (7.4)% (5.6)% (7.5)% 

Adjusted EBITDA is a non-I FRS measure and excludes finance costs, interest income, share of income or loss from joint 
ventures, income tax expense or recovery, depreciation and amortization and income or expenses of a non-recurring or one
time nature. Adjusted EBITDA is a measure used by management, the retail industry and investors as an indicator of the 
Company's operating performance, ability to incur and service debt, and as a valuation metric. The Company uses Adjusted 
EBITDA to evaluate the operating performance of its business as well as an executive compensation metric. While Adjusted 
EBITDA is a non-I FRS measure, management believes that it is an important indicator of operating performance because it 
excludes the effect of financing and investing activities by eliminating the effects of interest and depreciation and removes 
the impact of certain non-recurring items that are not indicative of our ongoing operating performance. Therefore, management 
believes Adjusted EBITDA gives investors greater transparency in assessing the Company's results of operations. 

These measures do not have any standardized meaning prescribed by !FRS and therefore may not be comparable to similar 
measures presented by other reporting issuers. Adjusted EBITDA should not be considered in isolation or as an alternative 
to measures prepared in accordance with !FRS. 
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A reconciliation of the Company's net earnings (loss) to Adjusted EBITDA is outlined in the following table: 

(in CAD millions, except per share amounts) 

Net earnings (loss) 

Transformation expense1 

Gain on lease terminations2 

Accelerated tenant inducement amortization3 

Lease exit costs4 

Gain on settlement of post-retirement benefits5 

Gain on sale of interest in joint venture6 

Depreciation and amortization expense 

Finance costs 

Interest income 

Share of income from joint ventures 

Income tax expense (recovery) 

Adjusted EBITDA' 

Basic net earnings (loss) per share 

$ 

$ 

$ 

Fourth Quarter 

2012 2011 

39.9 $ 41.0 

12.6 14.4 

2.0 

(21.1) 

(8.6) 

28.1 28.8 

2.4 4.0 

(0.8) (0.4) 

(0.1) (1.5) 

8.0 15.5 

62.4 $ 101.8 

0.39 $ 0.39 

Fiscal 

2012 

$ 101,2 $ 

12.6 

(167.1) 

(4.0) 

8.0 

(21.1) 

(8.6) 

113.3 

13.3 

(4.1) 

(9.5) 

13.0 

$ 47.0 $ 

$ 0.99 $ 

2011 

(50.3) 

60.0 

114.9 

16.0 

(1.7) 

(8.3) 

(6.6) 

124.0 

(0.48) 
1 Transformation expense during 2012 relates to severance costs incurred during the yem: Fiscal 20 II transformation expense includes costs related to 
internal reorganization and the disposition of excess inventOI)'. 
2Gain on lease terminations represents the pre-tax gain on the early surrender and return of leases on four properties. 
3Acce/erated tenant inducement amortization represents the accelerated amortization of/ease inducements relating to .four of the properties referred to 
in footnote 2 above. 
'Lease exit costs represent costs incurred to exit properties referred to in footnote 2 above. 
5Gain arising from the settlement of post-retirement benefits of eligible members covered under the non-pension post-retirement plan. 
"DuringQ4 2012. the Company sold its interest in Medicine Hat Mal/for net proceeds of$38.3 million. recogni=ing a pre-tax gain of$8.6million on the 
sale. 
'Adjusted EBITDA is a measure used by management, the retail industl)' and investors as an indicator of the Company's pelformance, ability to incur 
and sen•ice debt, and as a valuation metric. Adjusted EBITDA is a non-I FRS measure. 

f. Consolidated Financial Results 

(in CAD millions) 

Revenue 

Cost of goods and services sold 

Selling, adminstrative and other expenses 

Operating (loss) earnings 

Gain on lease terminations 

Gain on sale of interest in joint venture 

Gain on settlement of post-retirement benefits 

Finance costs 

Interest income 

Share of income from joint ventures 

Earnings (loss) before income taxes 

Income tax (expense) recovery 

Net earnings (loss) 

2012 

$ 4,300.7 

2,749.2 

1,634.4 

(82.9) 

167.1 

8.6 

21.1 

13.3 

4.1 

9.5 

114.2 

(13.0) 

$ 101.2 

Fiscal 
% Chg 2012 

vs 201 I 

(6.9)% $ 

(6.2)% 

(6.0)% 

(62.9)% 

IOO.O% 

100.0% 

IOO.O% 

(16.9)% 

I41.2% 

14.5% 

300.7% 

(297.0)% 

301.2%$ 

2011 

4,619.3 

2,932.3 

1,737.9 

(50.9) 

16.0 

1.7 

8.3 

(56.9) 

6.6 

(50.3) 

2012 compared with 2011 -Total revenue in Fiscal 2012 declined 6.9% to $4,300.7 million compared to $4,6 I 9.3 million 
during the same period in Fiscal 2011. Same store sales decreased by 5.6% in Fiscal 2012 compared to Fiscal 2011. 
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The decrease is primarily attributable to sales declines in Craftsman®, electronics , bedroom and bath, womens' apparel and 
menswear categories, partially offset by revenue improvements in m~or appliances, specifically in the refrigerators, laundry 
and ranges categories.ln addition, $25.5 million of the decrease in revenues is attributable to the closure of 4 Full-Line stores 
during Fiscal20 12 and the sale ofCantrex during Q2 2012. Revenue was positively impacted by approximately $38.3 million 
due to the additional 53rd week in Fisca12012. 

Cost of go.ods and services sold was $2,749.2 million in Fisca12012 compared to $2,932.3 million in Fiscal 2011, a 6.2% 
decrease year-over-year. This decrease was primarily attributable to lower sales volumes. 

The Company's gross margin rate was 36.1% for Fiscal 2012 compared to 36.5% in Fiscal 2011. In Fiscal 2011 there was 
a one-time inventory charge, relating to planned disposition of excess inventory. The Fiscal20 11 gross margin rate excluding 
the one-time inventory charge was 37.4%. The decrease in the gross margin rate in Fiscal2012 compared to Fiscal2011 was 
due primarily to reduced margin in fitness and recreation, Corbeil, children's wear, jewelery, accessories and luggage and 
footwear categories. 

Selling, administrative and other expenses including depreciation and amortization expense was $1 ,634.4 million in Fiscal 
2012 compared to $1,737.9 million in Fiscal 2011. The decrease in expense was primarily driven by reduced spending in 
advertising. Advertising expense decreased primarily due to planned reductions in catalogue pages and circulation, decreases 
in retail advertising relating to Full-Line, and a reduction in pre-print advertising. Expenses were negatively impacted by 
Transformation costs of $12.6 million related primarily to severance associated with approximately 700 associates in the 
Retail Support Centre, Full-Line stores and logistics areas. 

On March 2, 2012, the Company entered into an agreement to surrender and terminate early the operating leases on three 
properties: Vancouver Pacific Centre, Chinook Centre (Calgary) and Rideau Centre (Ottawa). The Company was a long
term and important anchor tenant in the three properties, and the landlord approached the Company with a proposal to 
terminate early the three leases and vacate the premises in exchange for $170.0 million. The payment represents the amount 
the landlord was willing to pay for the right to redevelop the property based upon its analysis of the potential returns from 
redevelopment. 

On the closing date, April 20, 2012, the Company received cash proceeds of $170.0 million for the surrender of the three 
leases, resulting in a pre-tax gain of $164.3 million for the 13-week period ended April 28, 2012, net of the de-recognition 
of leasehold improvements of$5. 7 million. The Company exited all three properties on October 31, 2012, and has no further 
.financial obligation related to the transaction. The pre-tax gain is excluded from Adjusted EBITDA. Included in "Selling, 
administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income 
(Loss) for the 53-week period ended February 2, 2013 is $8.0 million of exit costs relating to these three properties, partially 
offset by $4.0 million of accelerated amortization of deferred lease inducements. 

On June 20, 2012, the Company entered into an agreement to surrender and terminate early the operating lease on its Deerfoot 
(Calgary) property. The landlord approached the Company with a proposal to terminate early the lease in exchange for cash 
proceeds of $5.0 million, subject to certain closing conditions, on the closing date of October 26, 2012. In Fiscal 201 0, the 
Company incurred an impairment loss of$2.9 million relating to _the property, plant and equipment at its Deerfoot property. 
As a result of the agreement and expected proceeds, the Company recorded an impairment loss reversal (net of accumulated 
amortization) of$2.1 million in "Selling, administrative and other expenses" in the second quarter of2012. On the closing 
date of October 26, 2012, the Company vacated the property and received cash proceeds of $5.0 million, resulting in a pre
tax gain of$2.8 million for the 13-week period ended October 27, 2012, net of the de-recognition ofleasehold improvements 
and furniture and fixtures of$2.2 million. The pre-tax gain is excluded from Adjusted EBITDA. The Company has no further 
financial obligation related to the transaction. 

Finance costs in Fisca12012 decreased by 16.9% to $13.3 million compared to $16.0 million during Fiscal2011 due to lower 
long-term debt levels compared to last year. 

Interest income increased by 141.2% to $4.1 million in Fiscal 2012 compared to $1.7 million in Fiscal 2011 primarily due 
to interest income of$1.6 million earned on deposits made to tax authorities and higher levels of cash and cash equivalents, 
pri01· to the dividend payment of$1 01.9 million in January 2013. 

Share of income from joint ventures in Fiscal 2012 increased by 14.5% to $9.5 million compared to $8.3 million for Fiscal 
2011. The increase is primarily due to lower expenses incurred by the Westcliff joint venture properties, paiiially offset by 
an impairment loss of $2.2 million on the Promenades de Drummondville property recorded in Q4 2012, and lower income 
due to the sale of the Chatham joint venture property in the third qumier of 2011. 
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During Q4 2012, the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing a pre
tax gain of$8.6 million on the sale. 

In the fourth qumier of2012, the Company made a voluntary offer to settle health and dental benefits of eligible members 
covered under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and 
recorded a pre-tax settlement gain of $21.1 million ($21.9 million net of $0.8 million of expenses), as shown on the 
Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). The gain has been excluded from 
Adjusted EBITDA. . 

Income tax expense was $13.0 million for Fiscal2012 compared to an income tax recovery of$6.6 million in Fisca12011. 
The year-over-year change was primarily attributable to higher taxable earnings as a result of the gain recognized on the 
termination of the 41eases during Fisca\2012. 

Adjusted EBITDA for Fiscal2012 was $47.0 million compared to $124.0 million in Fiscal2011, a decrease of$77.0 million. 

g. Fourth Quarter Results 

Fourth Quarter 

%Chg2012 
(in CAD millions) 2012 vs 2011 2011 

Revenue $ 1,298.0 (5.0)% $ 1,365.9 

Cost of goods and services sold 848.7 (1.8)% 864.6 

Selling, adminstrative and other expenses 429.6 (3.0)% 442.7 

Operating earnings 19.7 (66.4)% 58.6 

Gain on sale of interest in joint venture 8.6 100.0% 

Gain on settlement of post-retirement benefits 21.1 100.0% 

Finance costs 2.4 (40.0)% 4.0 

Interest income 0.8 100.0% 0.4 

Share of income from joint ventures 0.1 (93.3)% 1.5 

Earnings before income taxes 47.9 (15.2)% 56.5 

Income tax expense (8.0) (48.4)% ( 15.5) 

Net earnings $ 39.9 (2.7)% $ 41.0 

Q4 2012 compared with Q4 2011- Total revenue in Q4 2012 decreased by 5.0% to $1,298.0 million compared to $1,365.9 
million in Q4 201_1, with same store sales declines of3.8% in Q4 2012. The revenue decline is mainly attributed to sales 
declines in electronics, the Craftsman®, fitness and recreation, and men's casual wear categories. In addition, $29.1 million 
of the decrease in revenues is attributable to the closure of 4 Full-Line stores during Fiscal 2012 and the sale of Cantrex 
during the second quatier of20 12. 

During Q4 2012, the Company has achieved improved results in sales of major appliances, specifically in the refrigerators, 
laundry and ranges categories. In addition, there were sales increases in apparel and accessories, speCifically in children's 
furniture and children's wear. Revenue in Q4 2012 was also positively impacted by approximately $38.3 million due to the 
53rd week in Fiscal 2012. 

Cost of goods and services sold was $848.7 million in Q4 2012 compared to $864.6 million in Q4 2011, a 1.8% decrease 
quatier-over-quarter. This decrease is primarily attributable to lower sales volumes and lower merchandise losses, despite 
the 53rd week of additional sales volume in Fiscal 2012. 

The Company's gross margin rate was 34.6% in Q4 2012 compared to 36.7% in Q4 20 II. The decrease in the gross profit 
rate was due primarily to reduced margins in Corbeil, accessories, women's intimates and footwear categories. 

Selling, administrative and other expenses, including depreciation and amotiization expense was $429.6 million in Q4 2012 
compared to $442.7 million in Q4 20 II. The decrease in expense was primarily driven by reduced spending in advetiising. 
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Advertising expense decreased primarily due to reductions in catalogue pages and circulation and decreases in retail 
advertising relating to Full-Line. Expenses were negatively impacted by Transformation costs of$12.6 million incurred in 
Q4 2012 related to severance primarily associated with approximately 700 associates in the Retail Support Centre, Full-Line 
stores and logistics areas. 

Depreciation and amortization expense in Q4 2012 was comparable to the depreciation and amortization expense for Q4 
2011. 

Finance costs in Q4 2012 decreased to $2.4 million compared to $4.0 million in Q4 2011 due to lower long-term debt levels 
compared to last year. 

Interest income increased to $0.8 million in Q4 2012 compared to $0.4 million in Q4 2011. The increase in the period is 
due to higher levels of cash and cash equivalents compared to the same time last year. 

During Q4 2012, the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing a pre
tax gain of$8.6 million on the sale. 

In the fourth quarter of 2012, the Company made a voluntary offer to settle health and dental benefits of eligible members 
covered under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and 
recorded a pre-tax settlement gain of $21.1 million ($21.9 million net of $0.8 million of expenses), as shown on the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Income tax expense decreased to $8.0 million in Q4 2012 compared to $15.5 million in Q4 2011 due to lower taxable earnings. 

Adjusted EBITDA for Q4 2012 was $62.4 million compared to $101.8 million in Q4 20 II, a decrease of $39.4 million. 

2. Consolidated Financial Position, Liquidity and Capital Resources 

Current assets as at February 2, 2013 were $169.3 million lower than at January 28, 2012 due primarily to the reduction 
of$160.4 million in cash and cash equivalents, a decrease in accounts receivable of$40.0 million compared to last year, 
partially offset by a $27.5 million increase in inventories compared to last year due primarily to the timing of inventory 
receipts. 

Current liabilities as at February 2, 2013 were $113.6 million lower than January 28, 2012 due primarily to a reduction 
in accounts payable and accrued liabilities of$94.8 million, primarily due to the timing of inventory and expense receipts, 
and vendor payments. 

Inventories were $851.4 million as at February 2, 2013 compared to $823.9 million atJanuary 28,2012. The $27.5 million 
increase in the inventory balance is primarily due to the timing of inventory receipts, and a reduction in inventory reserve 
balances due to improved inventory quality. 

Total cash and cash equivalents was $237.0 million as at Februmy 2, 2013 compared to $397.4 million as at January 28, 
2012. The decrease of $160.4million was primarily due to repayment of long-term obligations of$142.3 million, $101.9 
million in dividend payments during Q4 2012, and the purchase of $97.5 million in property, plant and equipment and 
intangible assets, partially offset by $175.0 million in proceeds from lease terminations received during Fiscal2012, and 
$38.3 million received for the sale of the Company's interest in Medicine Hat Mall. 

Total assets and liabilities as at the end ofFiscal2012 and Fisca12011 are as follows: 

(in CAD millions, at period end) 

As at 

February 2, 2013 

$ 2,479.1 

As at 

Janumy 28,2012 

$ 2,730.7 Total assets 

Total liabilities $ 1,402.7 $ 1,638.7 

Total assets as at Februmy 2, 2013 decreased by $251.6 million to $2,479.1 million compared to $2,730.7 million in 
Fiscal 20 II due primarily to lower cash and cash equivalents, property plant and equipment and investment in joint 
ventures as a result ofthe sale ofthe Company's interest in Medicine Hat Mall which occurred during Q4 2012. 
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Total liabilities as at February 2, 2013 decreased by $236.0 million to $1,402.7 million compared to $1,638.7 million in 
Fiscal 2011, due primarily to lower accounts payable and accrued liabilities, long-term obligations and retirement benefit 
liability. 

Cash flow generated from (used for) operating activities- Cash flow from operating activities decreased by $164.9 
million for the period ended February 2, 2013 to cash flow used for operating activities of$79.9 million compared to 
cash flow generated from operating activities of$85.0 million during the period ended January 28,2012. The Company's 
primary source of operating cash flow is the sale of goods and services to customers, while the primary use of cash in 
operating activities is the purchase of merchandise inventories. The decrease in cash from operating activities is 
attributable to unfavourable changes in accounts payable and accrued liabilities, retirement benefit contributions, 
inventories and deferred revenue, partially offset by favourable changes in accounts receivable. 

Accounts payable and accrued liabilities decreased $94.8 million from January 28,2012 to $482.0 million as at February 2, 
2013 primarily due to timing of payments to vendors and inventory receipts. 

Retirement benefit liability decreased by $36.6 million due primarily to a voluntary offer to settle health and dental 
benefits of eligible members covered under the non-pension post retirement plan. Based on the accepted offers, the 
Company paid $18.1 million and recorded a pre-tax settlement gain of$21.1 million ($21.9 million net of $0.8 million 
of expenses). 

Inventories increased by $27.5 million from January 28, 2012 to $851.4 miiiion as at February 2, 2013 due to the timing 
of inventory_ receipts in addition to a reduction in inventory reserves during the year due to improvements in inventory 
quality. 

Accounts receivable decreased by $40.0 million from January 28, 2012 to $76.2 million as at February 2, 2013 primarily 
due to the sale of the Cantrex operations at the beginning of the second quarter of2012. 

Cash flow (used for) generated from investing activities - Cash flow generated from investing activities increased by 
$203.4million for the period ended February 2, 2013 to $139.9 million compared to cash flow used for investing activities 
of$63.5 million for the period ended January 28,2012 primarily due to proceeds received from lease terminations of 
$175.0 million and proceeds received from the sale ofthe Company's interest in Medicine Hat Mall of$38.3 million. 
Cash flow generated from these transactions was partially offset by $97.5 million of capital expenditures incurred during 
the year. 

Cash flow used for financing activities- Cash flow used for financing activities increased by $164.2 million to $220.5 
million for the period ended February 2, 20 I 3 compared to $56.3 million for the period ended January 28, 2012. The 
increase in cash flow used is primarily due to an extraordinary dividend payment of$1 01.9 million which occurred during 
Q4 2012, and additional repayments made on the credit facility during Fiscal 2012. 
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Contractual Obligations 

Contractual obligations, including payments due over the next five fiscal years and thereafter, are shown in the following 
table: 

Contractual Cash Flow Maturities 

Carrying Within I yearto 3 years to Beyond 
(in CAD millions) Amount Total I year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 482.0 $ 482.0 $ 482.0 $ $ $ liabilities 

Long-term obligations including 
payments due within one year 1 36.1 48.4 7.6 11.6 9.7 19.5 

Operating lease obligations 2 n/a 496.7 96.7 155.2 98.9 145.9 

Minimum purchase commitments 2
,4 n/a 17.5 5.0 12.5 

Royalties 2 n/a 2.3 1.8 0.5 

Retirement benefit plans obligations 2•
3 415.7 114.9 29.3 58.7 26.9 

$ 933.8 $ 1,161.8 $ 622.4 $ 238.5 $ 135.5 $ 165.4 

('ash.flmr maturities related to /ong-lerm obligations, includillt;; paymems due ll'ithin one yeaJ; include annual imerest on .finance lease oblig(lfions at a 
weighted G\'erage rate l?(7.6%. 'l11e ( 'ompany had 110 horrmrings on the ('reclit Facility at Feb ruG/:)' 2, 20/3. 

2 

3 

-1 

/vlininwm purchase commitments. operating lease oh/igalions, reliremenl benefit plans.fimdiug obligations and royalTies are nm reported in the 
( 'onsolidated ,)'tatemems ofFinancia/ Position. 

Paymems beyond 2013 are subject fo afimding \'aluationto be compleTed as at J)ecember 31, 20/3. l /llfil then. the Company is obligated to.fimd in 
accordance ll'ith the most recenf raluation completed as at IJecemher 31, 2010. 

( 'ertain remlors require minimum purchase commitment /e\'els m·er the term l?f"the contract. 

Retirement Benefit Plans 

In Fisca120 12, the Company's retirement benefit plan obligations decreased by $36.6 million to $415. 7million compared 
to Fiscal 20 II due to increases in the amortization of actuarial losses partially offset by lower interest expense, and the 
buyout described below. 

In the fourth quarter of20 12, the Company made a voluntary offer to settle health and dental benefits of eligible members 
covered under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and 
recorded a pre-tax settlement gain of $21.1 million ($21.9 million net of $0.8 million of expenses), as shown on the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

See Note 2, "Significant accounting policies", Note 4 "Critical accounting judgments and key sources of estimation 
uncertainty" and Note 20 "Retirement benefit plans" in the Notes to the Consolidated Financial Statements for a description 
of the Company's benefit plans. Also see Section 9c for a description ofthe Company's early adoption of! AS 19 (Revised) 
-Employee Benefits. 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
January 31. The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 20 I 0. 
The next actuarial valuation assessment is required as of December 31,2013. An actuarial valuation ofthe health and 
welfare trust is performed at least eve1y 3 years, with the last valuation completed as of September I, 20 II. 

During Fiscal 20 II, the Company changed the target asset allocation to 55-75% fixed income and 25-45% equity for the 
registered and non-registered pension plans. For the assets in the health and welfare trust, included in Other Benefit Plans, 
the Company changed the asset allocation to I 00% fixed income. As at the end of Fiscal 2012 and 20 II, the assets were 
in line with the target allocation range, with the transitioning of assets from alternative investments near completion. The 
asset allocation may be changed from time to time in terms of weighting between fixed income, equity and other asset 
classes as well as within the asset classes themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the 
Company's funding policies and expected returns on various asset classes. To develop the expected long-term rate of 
return on assets assumption, the Company considered the historical returns and the future expectations for returns for 
each asset class, as well as the target asset allocation of the pension p01ifolio. 
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The Company early adopted the amendments to lAS 19 beginning January 29,2012, with retrospective application to 
prior reporting periods. A description of the nature of the change in accounting policy and a summary of its impact to 
the Company's consolidated financial statements are included in Note 2 "Significant Accounting Policies" of the Notes 
to the Consolidated Financial Statements. 

Capital Resources 

The Company's capital expenditures, working capital needs, debt repayment and other financing needs are funded 
primarily through cash generated from operations. In selecting appropriate funding choices, the Company's objective is 
to manage its capital structure in such a way as to diversifY its funding sources, while minimizing its funding costs and 
risks. Sears expects to be able to satisfY all of its financing requirements through cash on hand, cash generated by operations 
and available credit facilities. The Company's cost of funding is affected by a variety of general economic conditions, 
including the overall interest rate environment, as well as the Company's financial performance, credit ratings and 
fluctuations of its credit spread over applicable reference rates. 

The Company's debt consists of a secured credit facility and finance lease obligations. In September 201 0, the Company 
entered into an $800.0 million senior secured revolving credit facility (the "Credit Facility") with a syndicate oflenders 
with a maturity date of September 10, 2015. The Credit Facility is secured with a first lien on inventory and credit card 
receivables. Availability under the Credit Facility is determined pursuant to a borrowing base formula. Availability under 
the Credit Facility was $501.5 million as at February 2, 2013 (January 28,2012: $415.1 million). The current availability 
may be reduced by reserves currently estimated by the Company to be approximately $300.0 million, which may be 
applied by the lenders at their discretion pursuant to the Credit Facility agreement. As a res_ult of judicial developments 
relating to the priorities of pension liability relative to certain secured obligations, the Company has executed an 
amendment to its Credit Facility agreement which would provide additional security to the lenders, with respect to the 
Company's unfunded pension liability by pledging certain real estate assets as collateral, thereby partially reducing the 
potential reserve amount the lenders could apply by up to $150.0 million. The potential additional reserve amount may 
increase or decrease in the future based on estimated net pension liabilities. 

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, repayment of obligations, potential acquisitions, stock purchases and dividends. 

As at February 2, 2013, the Company had no borrowings on the Credit Facility and had unamortized transaction costs 
incurred to establish the Credit Facility of$6.2 million included in "Other long-term assets" in the Consolidated Statements 
of Financial Position (January 28,2012: borrowings of$93.1 million, net ofunamortized transaction costs of$8.0 million, 
included in "Long-term obligations"). In addition, the Company had $19.7 million (January 28, 2012: $6.3 million) of 
standby letters of credit outstanding against the Credit Facility. These letters of credit cover various payments including 
third party payments, utility commitments and defined benefit plan deficit funding (See Note 20 "Retirement benefit 
plans" of the Notes to the Consolidated Financial Statements for additional information on retirement benefits plans). 
Interest on drawings under the Credit Facility is determined based on bankers' acceptance rates for one to three month 
terms or the prime rate plus a spread. Interest amounts on the Credit Facility are due monthly and are added to principal 
amounts outstanding. 

As at February 2, 2013, the Company had outstanding merchandise letters of credit of U.S. $7.9 million (January 28, 
2012: U.S. $5.5 million) used to support the Company's offshore merchandise purchasing program with restricted cash 
and cash equivalents pledged as collateral. 

3. Financial Instruments 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk 
consists of foreign exchange and interest rate risk. See Note 14 "Financial instruments" of the Notes to the Consolidated 
Financial Statements for additional information. 

Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's 
counterparties to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash 
equivalents, shoti-term investments, accounts receivable and other long-term assets. 
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Cash and cash equivalents, short-tenn investments, accounts receivable and other long-term assets of$3 14.5 million as 
at February 2, 2013 (January 28,2012: $514.9 million) expose the Company to credit risk should the borrower default 
on maturity of the investment. The Company manages this exposure through policies that require borrowers to have a 
minimum credit rating of A, and limiting investments with individual borrowers at maximum levels based on credit 
rating. 

The Company is exposed to minimal credit risk from customers as a result of ongoing credit evaluations and review of 
accounts receivable collectability. As at February 2, 2013, no customers represented greater than 10.0% of the Company's 
accounts receivable (January 28, 2012: one customer represented 26.5% of the Company's accounts receivable). 

Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they come due. 
The Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet 
current and foreseeable financial requirements at a reasonable cost. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency 
exchange rates, interest rates and commodity prices. 

From time to time, the Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect 
to U.S. doliar denominated assets and liabilities and for purchases of goods or services. As at February 2, 2013 and 
January 28, 2012, there were no contracts outstanding and therefore no derivative financial assets or liabilities were 
recognized in the Consolidated Statements of Financial Position. 

During Fiscal 2012, the Company recorded a loss of$0.6 million (2011: gain of$0.9 million), relating to the translation 
or settlement of U.S. dollar denominated monetary items consisting of cash and cash equivalents, accounts receivable 
and accounts payable. 

The period end exchange rate was 1.0027 U.S. dollar to Canadian dollar. A I 0% appreciation or depreciation of the U.S. 
and or the Canadian dollar exchange rate was determined to have an after-tax impact on net earnings (loss) of$4.3 million 
for U.S. dollar denominated balances included in cash and cash equivalents, accounts receivable and accounts payable. 

Interest rate risk 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage 
exposure to interest rate risks. Interest rate risk reflects the sensitivity of the Company's financial condition to movements 
in interest rates. Financial assets and liabilities which do not bear interest or bear interest at fixed rates are classified as 
non-interest rate sensitive. As at February 2, 2013 and January 28,2012, there were no contracts outstanding and therefore 
no derivative financial assets or financial liabilities were recognized in the Consolidated Statements of Financial Position. 
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4. Funding Costs 

The funding costs for the Company in Fiscal 2012 and Fiscal 2011 are outlined in the table below: 

(in CAD millions) 

Interest costs 
Total long-term obligations at end ofperiod1 

Average long-term obligations for period 

Long-term funding costs2 

Average rate of long-term funding 
1 Includes principal payments due within one yew: 

$ 

Fourth Quarter 

2012 2011 

36.1 $ 

36.7 

0.6 

6.1% 

122.7 

76.9 

0.7 

3.7% 

Fiscal 

2012 

$ 36.1 $ 

50.2 

2.9 

5.7% 

2011 

122.7 

69.7 

3.3 

4.7% 

1Excludes standby fee on the unused portion ofthe Credit Facility, amortization of debt issuance costs,interestaccmed related to uncertain tax 
positions and sales tax assessments, and finance costs relating to finance lease obligations. 

See Section 2 "Consolidated Financial Position, Liquidity and Capital Resources" of this MD&A for a description of the 
Company's funding sources. 

5. Related Party Transactions 

On May 17, 2012 the Company announced Sears Holdings' plan to pursue a distribution, on a pro rata basis, to its 
shareholders, of a portion of its holdings in the Company such that, immediately following the distribution, Sears Holdings 
would retain approximately 51% of the issued and outstanding shares of Sears Canada. The distribution was made on 
November 13,2012 to Sears Holdings' stockholders of record as of the close ofbusiness on November I, 2012, the record 
date for the distribution. Every share of Sears Holdings common stock held as of the close of the business on the record 
date entitled the holder to a distribution of 0.4283 Sears Canada common shares. In connection with the announced 
distribution, the Company has filed documents with the SEC. 

As at March 14, 2013, Sears Holdings and its affiliates are the beneficial holders of 51,962,391 common shares, 
representing approximately 51 % ofthe Company's total outstanding common shares. 

In the ordinary course of business, the Company and Sears Holdings periodically share selected services, associates, and 
tangible and intangible assets. Transactions between the Company and Sears Holdings are recorded either at fair market 
value or the exchange amount, which was established and agreed to by the related parties. See Note 30 "Related party 
transactions" of the Notes to the Consolidated Financial Statements for a detailed description of these related party 
transactions. 

Intangible Properties 

The Company has a license fi·om Sears Roebuck to use the name "Sears" as pat1 of its corporate name. The Company 
also has licenses from Sears Roebuck to use other brand names, including Kenmore®, Craftsman®, and DieHard®. The 
Company has established procedures to register and otherwise vigorously protect its intellectual propet1y, including the 
protection of the Sears Roebuck trademark used by the Company in Canada. 

Cross Border Vendor Agreement 

The Company is party to a cross border vendor agreement with Sears Roebuck establishing a collaboration and allowing 
the Company and Sears Roebuck to use each other's websites to sell merchandise in the United States and Canada. 
Merchandise sold pursuant to the agreement will obligate the Company or Sears Roebuck, as applicable, to pay fees to 
the other party equal to ( i) for some transactions, a percentage of merchandise selling prices, and ( ii) for other transactions, 
a percentage of the revenue booked by the applicable seller. This agreement can be terminated by either pat1y on 60 days' 
written notice and will also terminate upon a transaction that results in the Company no longer being an affiliate of Sears 
Holdings. 
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Software Agreement 

The Company and Sears Roebuck are party to an information technology agreement for the sharing of information 
technology and software development, ownership and costs, which agreement (i) either party may terminate on 90 days' 
written notice, or (ii) will automatically terminate if Sears Holdings ceases to control 50% of the voting power of Sears 
Canada. 

Import Services 

Pursuant to an agreement between Sears Roebuck and the Company dated January I, 1995, Sears Canada utilizes the 
international merchandise purchasing services of Sears Holdings. Sears Holdings may provide assistance to the Company 
with respect to monitoring and facilitating the production, inspection and delivery of imported merchandise and the 
payment to vendors. Sears Canada pays Sears Holdings a stipulated percentage of the value ofthe imported merchandise. 
In Fiscal 2012, Sears Canada paid $5.1 million to Sears Holdings in connection with this agreement compared to $4.7 
million in Fisca120I I. 

Review and Approval 

Material related pmiy transactions are currently reviewed by the Audit Committee of the Company's Board of Directors 
(the "Audit Committee"). The Audit Committee is responsible for pre-approving all related party transactions that have 
a value greater than $1.0 million. 

6. Shareholders' Equity 

The only outstanding shares of the Company are common shares. The number of outstanding common shares at the end 
of Fiscal 2012 and Fiscal2011 Consolidated Statement ofFinancial Position are as follows: 

Outstanding common shares 

As at 
February 2, 2013 

101,877,662 

As at 
January 28,2012 

I 02,748,295 

In Fiscal 2012, no common shares were issued (2011: no common shares were issued) with respect to the exercise of 
options pursuant to the Employees Stock Plan. 

On May 24, 20 II, the Company filed a Normal Course Issuer Bid with the Toronto Stock Exchange ("TSX") for the 
period of May 25, 2011 to May 24, 2012 ("2011 NCIB"). Pursuant to the 2011 NCIB, the Company was permitted to 
purchase for cancellation up to 5% of its issued and outstanding common shares, equivalent to 5,268,599 common shares 
based on the common shares issued and outstanding as at May 9, 20 II. The Company did not purchase common shares 
under the 20 I I NCIB if such shares could not be purchased at prices that the Company considered attractive. Decisions 
regarding the timing of purchases were based on market conditions and other factors. The Company did not renew its 
20 II NCIB subsequent to May 24, 2012. 

From time to time, when the Company did not possess material undisclosed information about itself or its securities, it 
entered into a pre-defined plan with a designated broker to allow for the repurchase of common shares at times when the 
Company ordinarily would not have been active in the market due to its own internal trading blackout periods, insider 
trading rules, or otherwise. Any such plans entered into with the Company's designated broker were adopted in accordance 
with the requirements of applicable Canadian securities laws. 

During Fiscal 20 I 2, 870,633 shares were purchased for $9.7 million (20 I I: 2,668,800 shares were purchased for $42.0 
million) and cancelled. As at March I 4, 20 I 3, there were I 0 I ,877,662 common shares and 5,080 tandem award options 
outstanding under the Employees Stock Plan. 

Shareholders may obtain, without charge, a copy ofthe Notice of 20 II NCIB that the Company filed with the TSX by 
contacting the Company at 4 I 6-94 I -4428 or home@sears.ca. 
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7. Profit Sharing and Stock-Based Compensation 

a. Employee Profit Sharing Plan 

The Sears Plan for Sharing Profits with Employees ("Employee Profit Sharing Plan"), established in 1976, was 
discontinued on January 1, 2005. Upon the announcement of the discontinuance of the plan, members had the option to 
retain or sell their common shares of the Company held in the plan. During Fiscal 2012, the Company wound up the 
Employee Profit Sharing Plan and distributed the remaining assets to its eligible members. 

b. Stock Option and Share Purchase Plans for Employees and Directors 

The Company has three stock-based compensation plans: the Employees Stock Plan, the Stock Option Plan for Directors 
and the Directors' Share Purchase Plan. 

The Employees Stock Plan, which expired on April 19, 2008, provided for the granting of options and Special Incentive 
Shares and Options, which vested over three years and expired ten years from the grant date. The Employee Stock Plan 
permitted the issuance of tandem awards. Following the last grant in 2004, the Company discontinued the granting of 
options and Special Incentive Shares and Options under the Employees Stock Plan. Notwithstanding the expiry of the 
Employees Stock Plan, all outstanding stock options may be exercised or allowed to expire in accordance with the terms 
of their grants. For the fiscal year ended February 2, 2013 there were 5,440 options outstanding under the Employees 
Stock Plan. 

The Stock Option Plan for Directors provides for the granting of stock options to Directors who are not employees of 
the Company or Sears Holdings. Options granted under the Stock Option Plan for Directors generally vest over three 
years and are exercisable within ten years from the grant date. No stock options have been granted under the Stock Option 
Plan for Directors since the last grant in 2003. 

The Directors' Share Purchase Plan provides for the granting of common shares to Directors, to be purchased by the 
Company on the TSX, as part of their annual remuneration for services rendered on the Board. Following the last grant 
in 2005, the Company has discontinued the granting of shares under the Directors' Share Purchase Plan. 

8. Event After the Reporting Period 

Subsequent to year end, the Company finalized an exclusive, multi-year licensing arrangement with SHS Services 
Management Inc. ("SHS Services"), which will result in SHS Se1vices overseeing the day-to-day operations of all Sears 
installed home improvements business. The licensing agreement, effective March 3, 2013, is expected to result in a 
reduction to revenues and expenses; however, the impact to net earnings is not expected to be significant. 

9. Accounting Policies and Estimates 

a. Critical Accounting Estimates 

In the application of the Company's accounting policies, management is required to make judgments, estimates and 
assumptions with regard to the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and underlying assumptions are based on historical experience and other factors that are considered to be 
relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods, if the revision affects both current 
and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting 
policies, key assumptions concerning the future and other key sources of estimation uncertainty that have the potential 
to materially impact the canying amounts of assets and liabilities within the next fiscal year. 

Legal Liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits 
of each claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted 
by internal and external counsel, when appropriate. 
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Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 16 "Provisions" in the Notes 
to the Consolidated Financial Statements. 

Jnventmy 

Obsolescence, Valuation and Inventory Stock Losses 
Inventory is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated 
based on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is 
estimated based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory 
count data. 

Vendor Rebates 
Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is 
estimated based on historical data and current vendor agreements. 

Freight 
Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in 
the cost of inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and 
a charge or credit to "Cost of goods and services sold" in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss). For additional information, see Note 7 "Inventories" in the Notes to the Consolidated 
Financial Statements. 

Impairment of Property. Plant and Equipment and Intangible Assets 

The Company's property, plant and equipment and intangible assets have been allocated to Cash Generating Units 
("CGU"). Determining whether the CGU is impaired requires an estimation of the recoverable amount of the CGU, 
which is the higher of the fair value less costs to sell and its value in use. To determine the recoverable amount of the 
CGU, management is required to estimate its fair value by evaluating the expected future cash flows using an appropriate 
growth rate, the estimated costs to sell and a suitable discount rate to calculate the value in use. 

Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements ofFinancial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 9 "Property, 
plant and equipment and investment property", and Note 10.2 "Intangible assets" respectively, in the Notes to the 
Consolidated Financial Statements. 

Jmpairmenf o.fGoodll'i/1 

Determining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to 
which the goodwill is allocated. To determine the recoverable amount of the CGU, management is required to estimate 
its fair value by evaluating expected future cash flows using an appropriate growth rate, the estimated costs to sell and 
a suitable discount rate to calculate the value in use. 

Changes in estimates may result in reduction to "Goodwill" on the Consolidated Statements of Financial Position and a 
charge to "Selling, administrative and other expenses" in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss). For additional information, see Note I 0 "Goodwill and intangible assets" in the Notes 
to the Consolidated Financial Statements. 
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Retirement Benefit Liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation 
rate, salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of 
Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements 
ofNet Earnings (Loss) and Other Comprehensive Income (Loss). For additional information, see Note 20 "Retirement 
benefit plans" in the Notes to the Consolidated Financial Statements. 

Loyalty Program Deferred Revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized 
upon redemption of the points for merchandise. The redemption value of the points is estimated based on historical 
behaviour and trends in redemption rates and redemption values. 

Changes in estimates may result in changes to "Deferred revenue" (current and non-current) in the Consolidated 
Statements of Financial Position and an increase or decrease to "Revenue" and/or "Cost of goods and services sold" in 
the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see 
Note 13 "Deferred revenue" in the Notes to the Consolidated Financial Statements. 

Derivative Assets and Liabilities 

All derivatives are measured at fair value. U.S. dollar option contracts are traded over-the-counter and give holders the 
right to buy, or sell, a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of 
the U.S. dollar option contracts are derived using a Black-Scholes valuation model. The Company is required to estimate 
various inputs which are used in this model that are a combination of quoted prices and observable market inputs. The 
fair values of derivatives include an adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the 
Consolidated Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, 
administrative and other expenses" or "Other comprehensive income (loss)" in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 14 "Financial instruments" in 
the Notes to the Consolidated Financial Statements. 

Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. Changes 
in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Cost of goods and services sold" or "Selling, administrative and other expenses" in the 
Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). For additional information, see 
Note 16 "Provisions" in the Notes to the Consolidated Financial Statements. 

Leasing Arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception 
of the lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were 
evaluated based on certain significant assumptions including the discount rate, economic life of a building, lease term 
and existence of a bargain renewal option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Principal payments on 
long-term obligations due within one year" and "Long-term obligations" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" and "Finance costs" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 19 "Leasing 
arrangements" in the Notes to the Consolidated Financial Statements. 
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Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company 
believes that its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax 
authorities. The Company applies judgment and routinely evaluates and provides for potentially unfavourable outcomes 
with respect to any tax audits. I fthe result of a tax audit materially differs from the existing provisions, the Company's 
effective tax rate and its net earnings (loss) will be affected positively or negatively. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Income 
and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements ofFinancial Position and a charge 
or credit to "Income tax expense (recovery)" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive 
Income (Loss). For additional information, see Note 22 "Income taxes" in the Notes to the Consolidated Financial 
Statements. 

b. Issued Standards Not Yet Adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the 
Company may be required to adopt in the future. Since the impact of a proposed standard may change during the review 
period, the Company does not comment publicly until the standard has been finalized and the effects have been determined. 

On December 16, 20 II, the IASB issued amendments to three previously released standards. They are as follows: 

!AS 32, Financial instruments: Presentation ("!AS 32 ") 

The IASB amended lAS 32 to address inconsistencies in current practice in the application of offsetting criteria. 
The amendments provide clarification with respect to the meaning of 'currently has a legally enforceable right 
of set-off' and that some gross settlement systems may be considered equivalent to net settlement. These 
amendments are effective for annual periods beginning on or after January I, 2014. The Company is currently 
assessing the impact of these amendments on the Company's consolidated financial statements and related note 
disclosures. 

!FRS 7. Financial instruments: Disclosures ("!FRS 7") 

The IASB first amended !FRS 7 on October 7, 20 I 0, to require additional disclosures regarding transfers of 
financial assets. These amendments are effective for annual periods beginning on or after July I, 2011. The 
Company applied these amendments beginning the first quarter of its Fiscal 2012 year. 

On December 16,2011, the IASB approved amendments to !FRS 7, which establishes disclosure requirements 
to help users better assess the effect or potential effect of offsetting arrangements on a company's financial 
position. These amendments are effective for annual periods beginning on or after January I, 2013. The Company 
will apply these amendments beginning the first quarter· of its Fiscal 2013 year and is currently assessing the 
impact on the Company's disclosures. 

!FRS 9. Financial instruments ("!FRS 9") 

The IASB issued !FRS 9 on November 12, 2009, which will ultimately replace lAS 39. Financial instruments: 
Recognition and Measurement("IAS 39"). The replacement of! AS 39 is a three-phase project with the objective 
of improving and simplifYing the reporting for financial instruments. 

The first phase of the project provides guidance on the classification and measurement of financial assets. !FRS 
9 was subsequently reissued on October 28, 20 I 0, incorporating new requirements on accounting for financial 
liabilities. On December I 6, 20 I I, the IASB amended the mandatory effective date of !FRS 9 to fiscal years 
beginning on or after January I, 20 I 5. The amendment also provides relief from the requirement to recast 
comparative financial statements for the effect of applying !FRS 9. The Company is monitoring the impact of 
amendments to this standard and is currently assessing the impact on the Company's disclosures. 
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On June 16, 2011, the IASB issued amendments to the following standard: 

lAS I, Presentation of Financial Statements ("lAS 1 ") 

The IASB has amended !AS 1 to require additional disclosures for items presented in OCI on a before-tax basis 
and requires items to be grouped and presented in OCI based on whether they are potentially reclassifiable to 
eamings or loss subsequently (i.e. items that may be reclassified and those that will not be reclassified to eamings 
or loss). These amendments are effective for annual periods beginning on or after July 1, 2012 and require full 
retrospective application. The Company will apply these amendments beginning the first quarter of its Fiscal 
2013 year and is currently assessing the impact to its consolidated financial statements. 

On May 12, 2011, the IASB issued four new standards, all of which are applicable to Annual Reporting periods beginning 
on or after January 1, 2013. The Company is currently assessing the impact ofthese standards on its consolidated financial 
statements and related note disclosures. The following is a list and description of these standards: 

lAS 28, Investments in Associates and Joint Ventures ("!AS 28 ") 

lAS 28 (as amended in 2011) supersedes lAS 28 (2003), Investments in Associates and outlines how to apply, 
with certain limited exceptions, the equity method to investments in associates and joint ventures. The standard 
also defines an associate by referencetotheconceptof"significant influence", which requires power to participate 
in financial and operating policy decisions of an investee (but not joint control or control ofthose polices); 

!FRS 10, Consolidated Financial Statements ("!FRS /0") 

!FRS 1 0 establishes the standards for the presentation and preparation of consolidated financial statements when 
an entity controls one or more entities; 

!FRS I/, Joint Arrangements ("!FRS 1 I") 

!FRS 11 replaces lAS 31, Interests in Joint Ventures ("lAS 3 I") and requires that a party in a joint arrangement 
assess its rights and obligations to determine the type of joint arrangement and account for those rights and 
obligations accordingly; 

!FRS I 2, Disclosure qf Involvement ll'ith Other Entities ("!FRS /2") 

!FRS I2, along with !FRS I I described above, replaces lAS 3 I. !FRS I2 requires the disclosure of information 
that enables users of financial statements to evaluate the nature of and the risks associated with, the entity's 
interests in joint ventures and the impact ofthose interests on its financial position, financial performance and 
cash flows; and 

!FRS I 3, Fair Value Measurement ("/FRS I 3 ") 

!FRS 13 provides guidance to improve consistency and comparability in fair value measurements and related 
disclosures through a 'fair value hierarchy'. This standard applies when another !FRS requires or permits fair 
value measurements or disclosures. !FRS 13 does not apply for share-based payment transactions, leasing 
transactions and measurements that are similar to, but are not fair value. 

c. Ear(v adoption of /AS 19 (Revised)- Employee Benefits ("lAS 19'') 

The Company has elected to early adopt lAS I 9 (Revised) in the first qumier of20 12. On June 16, 2011, the lASB issued 
amendments to lAS 19 which included the elimination of the "corridor approach," which is the option to defer and 
amortize the recognition of actuarial gains and losses. The significant amendments to lAS 19 are as follows: 

The "corridor approach" is to be replaced with full and immediate recognition of actuarial gain and loss 
remeasurements in ''Other comprehensive (loss) income" ("OCI"); 
Retirement benefit costs are to consist of service costs, net interest and remeasurements, with remeasurements 
being recorded in OCI; 
Past service costs are to be recognized immediately in the Consolidated Statements ofNet Earnings (Loss); 
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Expected returns on plan assets will no longer be recognized in profit or loss. Instead, interest income on plan 
assets, calculated using the discount rate used to measure the pension obligation, will be recognized in the 
Consolidated Statements ofNet Earnings (Loss), 
Plan administration costs are to be expensed as incurred; and 
Disclosures relating to retirement benefit plans will be enhanced and will include discussions on risk associated 
with each plan, an explanation of items recognized in the consolidated financial statements and descriptions of 
the amount, timing and unce1tainty on the Company's future cash flows. 

The amendments to lAS 19 are effective for annual periods beginning on or after January I, 2013 with early adoption 
permitted. The amendments are required to be applied retrospectively in accordance with lAS 8, Accounting Policies, 
Changes in Accounting Estimates and Errors. As discussed above, the Company has elected to early adopt the amendments 
to lAS 19, and as such, the Company has retrospectively adjusted the assets and liabilities for the 52-week periods ending 
January 28, 2012, January 29, 2011 and January 31,2010 and income and expenses and cash flows for the 52-week 
periods ended January 28, 2012 and January 29, 2011. 

impact on financial statement captions 

A summary of the impact arising from the application of the change in accounting policy is as follows: 

Consolidated Statements of Financial Position 

(Increase (decrease) in CAD millions) 

Retirement benefit asset 

Retirement benefit liability 

Net change to retirement benefit asset and liability 

Deferred tax assets 

Deferred tax liabilities 

Net change to deferred tax assets and liabilities 

Accumulated other comprehensive loss 

Retained earnings 

$ 

As at 
January 28, 2012 

(187.7) 

308.2 

( 495.9) 

84.0 

(43.6) 

127.6 

(141.7) 

(226.6) 

Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Los5) 

(Increase (decrease) in CAD milfions. excepl per share amounts) 

Selling, administrative and other expenses 

Earnings before income taxes 

Deferred income tax expense 

Net earnings 

Basic net earnings per share 

Diluted net earnings per share 

Other comprehensive income 

Total comprehensive income 

Consolidated Statements of Cash Flows 

(InCJ·ease (decrease) in CAD millions) 

Net earnings 

Retirement benefit plans expense 

Income tax expense 

$ 

$ 

53-Weel< 
Period Ended 

February 2, 2013 

(24.4) 

24.4 

6.4 

18.0 

0.17 

0.17 

1.3 

19.3 

53-Week 
Period Ended 

February 2, 2013 

18.0 

(24.4) 

6.4 

Please refer to Note 20 "Retirement benefit plans" in the Notes to the Consolidated Financial Statements for the prior 
year comparative figures. 
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I 0. Disclosure Controls and Procedures 

Disclosure Controls and Procedures 

Management of the Company is responsible for establishing and maintaining a system of disclosure controls and 
procedures ("DC&P") that are designed to provide reasonable assurance that information required to be disclosed by the 
Company in its public disclosure documents, including its Annual and Interim MD&A, Annual and Interim Financial 
Statements, and Annual Information Form is recorded, processed, summarized and reported within required time periods 
and includes controls and procedures designed to ensure that the information required to be disclosed by the Company 
in its public disclosure documents is accumulated and communicated to the Company's management, including the Chief 
Executive Officer ("CEO") and Interim Chief Financial Officer ("Interim CFO"), to allow timely decisions regarding 
required DC&P. 

Management of the Company, including the CEO and Interim CFO, has caused to be evaluated under their supervision, 
the Company's DC&P, and has concluded that the Company's DC&P was effective for the year ended February 2, 2013. 

Internal Control over Financial Reporting 

Management of the Company is also responsible for establishing and maintaining adequate internal control over financial 
reporting to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with !FRS. 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems 
that have been determined to have been designed effectively can only provide reasonable assurance with respect to 
financial reporting and financial statement preparation. 

Management ofthe Company has evaluated whether there were changes in the internal control over financial reporting 
during Fiscal 2012 that have materially affected, or are reasonably likely to materially affect, the Company's internal 
control over financial reporting and has determined that no material changes occurred during this period. 

II. Risks and Uncertainties 

Risks Relating to Our Business 

If the Company is unable to compete effectively in the lzigh(v competitive retail industry, the Company's business and 
results of operations could be material(v adversely affected. 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share. 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 Sears competitors could have a material adverse 
effect on the Company's business, results of operations and financial condition. 

To stay competitive and relevant to Sears customers, significant initiatives in support of the Company's strategic plan are 
underway for Fiscal 2012. These initiatives include improvements in business processes, advancements in information 
technology and other organizational changes. The achievement of strategic goals may be adversely affected by a wide range 
of factors, many of which are beyond the Company's control. The inability to execute and integrate strategic plans could 
have a negative impact on the Company's current operations, market reputation, customer satisfaction and financial position. 
The Company's potential to implement and achieve Sears long-term strategic objectives is dependent on the achievement of 
these strategic plans and initiatives. There can be no assurance that such plans and initiatives will yield the expected results, 
either of which could cause the Company to fall short in achieving financial objectives and long-range goals. 

Additional risk may arise when foreign retailers carrying on business in Canada in competition with Sears engage in marketing 
activities which are not in full compliance with Canadian legal requirements regarding advertising and labeling rules and 
product quality standards. Such retailers may gain an unfair advantage and their activities may negatively affect the 
Company's business and results of operations. 
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The majority of the performance payments earned pursuant to the credit card marketing and servicing alliance with JPMorgan 
Chase are related to customers' purchases using the Sears Card and Sears MasterCard. The credit card industry is highly 
competitive as credit card issuers continue to expand their product offerings to distinguish their cards. As competition 
increases, there is a risk that a reduction in the percentage of purchases charged to the Sears Card and Sears MasterCard 
may negatively impact the Company's results of operations and financial condition. 

Due to the seasonality of the Company's business, the Company's results of operations would be adversely affected if 
Sears business performed poorly in the fourth quarter or as a result of unseasonable weather patterns. 

The Company's operations are seasonal in nature with respect to results of operations and in products and services offered. 
Merchandise and service revenues, as well as performance payments received from JPMorgan Chase, vary by quarter based 
upon consumer spending behavior. Historically, the Company's 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, the fourth 
quarter results of operations significantly impacts the Company's annual results of operations. The Company's fourth quarter 
results of operations may fluctuate significantly, based on many factors, including holiday spending patterns and weather 
conditions. In addition, the Company offers many seasonal goods and services. The Company establishes budgeted inventory 
levels and promotional activity in accordance with its strategic initiatives and expected consumer demand. Businesses 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. 

If the Company fails to offer merchandise ami services that Sears customers want, Sears sales may be limited, which 
would reduce the Company's revenues am/ profits and adversely impact Sears results of operations. 

To be successful, the Company must identifY, obtain supplies and offer to customers attractive, relevant and high-quality 
merchandise and services on a continuous basis. Customers' preferences may change over time. If we misjudge either the 
demand for products and services Sears sells or the Company's customers' purchasing habits and tastes, the Company may 
be faced with excess inventories of some products and missed opportunities for products and services Sears chose not to 
offer. This could have a negative effect on the Company's revenues and profits and adversely impact Sears results of 
operations. 

The Company's failure to retain Sears senior management team and to continue to attract qualified new personnel could 
adversely affect the Company's business and results of operations. 

The Company's success is dependent on its ability to attract, motivate and retain senior leaders and other key personnel. 
The loss of one or more of the members of the Company's senior management may disrupt Sears business and adversely 
affect Sears results of operations. Furthermore, the Company may not be successful in attracting, assimilating and retaining 
new personnel to grow Sears business profitably. The inability to attract and retain key personnel could have an adverse 
effect on the Company's business. 

If the Company does not successful(v manage its inventm:v levels, the Company's results of operations will be adverse(v 
affected. 

The Company must maintain sufficient in-stock inventory levels to operate the business successfully while minimizing out
of-stock levels. A significant portion of inventory is sourced from vendors requiring advance notice periods in order to 
supply the quantities that we require. These lead times may adversely impact the Company's ability to respond to changing 
consumer preferences, resulting in inventory levels that are insufficient to meet demand or in merchandise that may have 
to be sold at lower prices. Inappropriate inventory levels or a failure to accurately anticipate the future demand for a particular 
product or the time it will take to obtain new inventory may negatively impact the Company's results of operations. 

The Company relies extensive(v on computer systems to process transactions, summarize results and manage its business. 
Disruptions in these systems could harm the Company's abili(v to run its business. 

Given the number of individual transactions that the Company processes each year, it is critical that the Company maintain 
uninterrupted operation of its computer and communications hardware and software systems. These systems are subject to 
obsolescence, damage or interruption from power outages, computer and telecommunications failures, computer viruses, 
security breaches, catastrophic events such as fires, natural disasters and adverse weather occurrences and usage errors by 
the Company's employees. If the systems are damaged or cease to function properly, the Company may have to make a 
significant investment to fix or replace them, may suffer interruptions in operations in the interim and the Company's 
reputation with its customers may be harmed. 
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The Company's ability to maintain sufficient inventory levels in its stores is critical to the Company's success and largely 
depends upon the efficient and uninterrupted operation of its computer and communications hardware and software systems. 
Any material interruption in the Company's computer operations may have a material adverse effect on the Company's 
business and results of operations. 

The Company relies on foreign sources for significant amounts of its merchandise, and the Company's business may 
therefore be negatively affected by the risks associated with international trade. 

The Company is dependent upon a significant amount of products that originate from non-Canadian markets. In particular, 
the Company sources a significant amount of products from China. The Company is subject to the risks that are associated 
with the sourcing and delivery of this 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 
and quotas; and the imposition and collection of taxes and duties. Any increase in cost to the Company of merchandise 
purchased from foreign vendors or restriction on the merchandise made available to the Company by such vendors could 
have an adverse effect on the Company's business and results of operations. 

Damage to the reputations of the brands the Company sells could reduce the Company's revenues and profits and 
adversely impact the Company's results of operations. 

As a diverse and multi-channel retailer, the Company promotes many brands as part of the Company's normal course of 
business. These brands include the Sears brand, Sears private label brands for product lines such as Jessica, and non
proprietary brands exclusive to Sears. Damage to the reputation of these brands or the reputation of the suppliers of these 
brands could negatively impact consumer opinions ofthe Company or its related products and reduce its revenues and profits· 
and adversely impact its results of operations. In those circumstances, it may be difficult and costly for Sears to regain 
customer confidence. 

If the Company's relationships with its significant suppliers were to be impaired, it coultl have a negative impact on the 
Company's competitive position and its results of operations and.financia/ condition. 
Although the Company's business is not substantially dependent on any one supplier, the Company's relationship with certain 
suppliers is of significance to its merchandising strategy, including attracting customers to its locations, cross-segment sales 
and image. The loss of a significant supplier relationship could result in lower revenues and decreased customer interest in 
Sears stores, which, in turn, would adversely affect Sears results of operations and financial condition. In addition, Sears 
may not be able to develop relationships with new suppliers, and products from alternative sources, if any, may be of a lesser 
quality and more expensive than those Sears currently purchases. 

The lack of willingness of the Company's vendors to provide acceptable payment terms could negative(v impact Sears 
liquidity and/or reduce the availability of products or services that Sears seeks to procure. 

The Company depends on its vendors to provide it with financing for the Company's purchases of inventory and services. 
Sears vendors could seek to limit the availability of vendor credit to Sears or other terms under which they sell to Sears, or 
both, which could negatively impact the Company's liquidity. In addition, the inability of the Company's vendors to access 
liquidity, or the insolvency of the Company's vendors, could lead to their failure to deliver inventory or other services to 
Sears. Certain of the Company's vendors may finance their operations and/or reduce the risk associated with collecting 
accounts receivable from Sears by selling or "factoring" the receivables or by purchasing credit insurance or other forms 
of protection from loss associated with Sears credit risks. The ability of Sears vendors to do so is subject to the Company's 
perceived credit quality. The Company's vendors could be limited in their ability to factor receivables or obtain credit 
protection in the future because of sears perceived financial position and creditworthiness, which could reduce the availability 
of products or services the Company seeks to procure. 

The Company may be subject to product liability claims if people or properties are harmed by the products the Company 
sells or the services it offers. 

The Company sells products produced by third party manufacturers. Some of these products may expose the Company to 
product liability claims relating to personal injmy, death or property damage caused by such products and may require the 
Company to take actions, such as product recalls. In addition, the Company also provides various services which could give 
rise to such claims. Although Sears maintains liability insurance to mitigate these potential claims, Sears cannot be ce1iain 
that its coverage will be adequate for liabilities actually incurred or that insurance will continue to be available on 
economically reasonable terms or at all. 
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Product liability claims can be expensive to defend and can divert the attention of management and other personnel for 
significant periods, regardless of the ultimate outcome. Claims of this nature, as well as product recalls, could also have a 
negative impact on customer confidence in the products and services Sears offers and on the Company's reputation, and 
adversely affect the Company's business and its results of operations. 

If the Company does not maintain the security of its customers, associates or Company information, the Company could 
damage its reputation, incur substantial additional costs and become subject to litigation. 

Any significant security compromise or breach of customer, associate or Company data, either held or maintained by the 
Company or its third party providers, could significantly damage the Company's reputation and brands and result in additional 
costs, lost sales, fines and/or lawsuits. The regulatory environment in Canada related to information security and privacy is 
ve1y rigorous. There is no guarantee that the procedures that we have implemented to protect against unauthorized access 
to secured data are adequate to safeguard against all data security breaches. A data security breach could negatively impact 
the Company's business and its results of operations. 

The performance of the Company's real estate joint ventures may be affected by events outside of the Company's control. 
The primary objective of the Company's real estate joint venture operations is to maximize the returns on its investments 
in shopping center real estate. Sears reviews the performance of these joint ventures on a regular basis. Shopping center 
investments are non-core assets that Sears sells when Sears believes it is financially advantageous to do so. Similarly, the 
Company may also develop excess land within these real estate holdings and· shopping center joint venture investments 
when it is advantageous to do so. The return on such transactions is contingent on the state of the economic environment 
and other factors. In addition, the credit worthiness and financial stability of tenants and partners could negatively impact 
the Company's results of operations. 

The Company is subject to a number of long-term real estate leases which could restrict the Company's ability to respond 
to changes in demographics or the retail environment and adversely affect the Company's results of operations. 

As of February 2, 2013, the Company operated a total of 118 Full-line Department stores, 357 specialty stores (including 48 
Sears Home stores, II Outlet stores, four Appliances and Mattresses stores, 261 Hometown Dealer stores operated under 
independent local ownership and 33 Corbeil stores), 1,512 catalogue merchandise pick-up locations and 101 Sears Travel 
offices. Company owned stores consist of 14 Full-line Department stores and two Sears Home stores, with the majority of 
the remainder held under long-term leases. While the Company is able to change its merchandise mix and relocate stores in 
order to maintain competitiveness, the Company is restricted fi·om vacating a current site without breaching its contractual 
obligations and incurring lease-related expenses for the remaining portion of the lease-term. The long-term nature of the 
leases may limit the Company's ability to respond in a timely manner to changes in the demographic or retail environment 
at any location, which could adversely affect the Company's results of operations. In addition, when leases for the stores in 
the Company's ongoing operations expire, the Company may be unable to negotiate renewals, either on commercially 
acceptable terms, or at all, which could cause us to close stores. Accordingly, the Company is subject to the risks associated 
with leasing real estate, which could have an adverse effect on the Company's results of operations. 

The Company may be subject to legal proceedings if the Company violates the operating covenants in its real estate leases 
that could adversely affect the Company's business ami results of operations. 

As ofF ebrua1y 2, 20 13, the Company had operating covenants with landlords for approximately I 00 Sears brand corporate 
stores. An operating covenant generally requires the Company, during normal operating hours, to operate a store continuously 
as per the identified format in the lease agreement. As of February 2, 2013, the remaining term of the various Sears operating 
covenants ranged from less than one year to 25 years, with an average remaining term of approximately seven years. Failure 
to observe operating covenants may result in legal proceedings against the Company and adversely affect the Company's 
business and results of operations. 

The Company is subject to laws and regulations that impact its business and a failure to comp(v with such laws and 
regulations could lead to lawsuits or regulatm:v actions against the Company that could adverse(v affect the Company's 
business and results of operations. 

Laws and regulations are in place to protect the interests and well-being of the Company's customers and communities, 
business partners, suppliers. employees, shareholders and creditors. Changes to statutes, laws, regulations or regulatmy 
policies, including changes in the interpretation, implementation or enforcement of statutes, laws, regulations and regulatory 
policies, could adversely affect the Company's business and results of operations. In addition, Sears may incur significant 
costs in the course of complying with any changes to applicable statutes, laws, regulations and regulatory policies. 
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The Company's failure to comply with applicable statutes, laws, regulations or regulatory policies could result in a judicial 
or regulatory judgment or sanctions and financial penalties that could adversely impact the Company's reputation, business 
and results of operations. Although the Company believes that it has taken reasonable measures designed to ensure compliance 
with governing statutes, laws, regulations and regulatory policies in the jurisdictions in which it conducts business, there is 

. no assurance that the Company will always be in compliance or deemed to be in compliance. 

The Company is required to comply with federal and provincial environmental laws and regulations, the cost of which 
may adversely affect the Company's results of operations and financial condition. 
The Company is exposed to environmental risk as an owner, lessor and lessee of property. Under federal and provincial 
laws, the owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances 
on its properties or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to 
claims against the Company. 

The Company is currently remediating various locations across Canada where it operated auto centers, gas bars and a logistics 
facility. The extent of the remediation and the costs thereof have not yet been determined. Sears continues to monitor the 
costs of remediation and appropriately provide for these cost~ in its reserves. If we commit to renovating a leased or owned 
building that contains or may contain asbestos, or if asbestos is inadvertently disturbed, we will be legally obligated to 
comply with asbestos removal standards. The extent of this liability has not yet been determined because the costs to remove 
asbestos depend upon factors including, among others, the location and extent of any renovations undertaken. Inadve1tent 
disturbance of asbestos cannot be foreseen. The costs incurred by Sears could be significant and may negatively impact the 
Company's results of operations and financial condition. 

The Company is exposed to a variety of legal proceedings, including class action lawsuits, and tax audits which, if 
adversely decided, could materially adversely affect the Company. 

The Company is currently involved in various legal proceedings incidental to the normal course of business. Although the 
Company is of the view that the final disposition of any such litigation is not expected to have a material adverse effect on 
its liquidity, consolidated financial position or results of operations, the outcome of such litigation cannot be predicted with 
ce1tainty. 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While we believe that the 
Company's tax filing positions are appropriate and supportable, periodically, certain matters are reviewed and from time to 
time and challenged by the tax authorities. As the Company routinely evaluates and provides for potentially unfavorable 
outcomes with respect to any tax audits, it believes that the final disposition of tax audits will not have a material adverse 
effect on its liquidity, consolidated financial position or results of operations. If the result of a tax audit materially differs 
from the existing provisions, the Company's effective tax rate and net earnings could be affected positively or negatively 
in the period in which the tax audits are completed. 

Events outside the Company's control such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of.war or terrorism, systems breakdowns or power outages could have a material adverse effect on the 
Company's business and results of operations. 

The Company's business is sensitive to customers' spending patterns, which may be affected by domestic and international 
social or political unrest, natural disasters, extreme or unseasonable weather, acts of war or terrorism, or other significant 
events outside of the Company's control, any of which could lead to a decrease in spending by consumers. In addition, such 
events as well as systems breakdowns and power outages could cause store closures, disrupt supply chain or other operations, 
delay shipments ofmerchandiseto consumers, reduce revenue and result in expenses to repair or replace facilities. Disruptions 
during a peak season such as the month of December, which may account for up to 40% of a year's earnings, could have a 
pmticularly adverse effect on the Company's business and results of operations. 

The Company's business could suffer if it is unsuccessful in making, integrating, and maintaining acquisitions and 
investments. 
From time to time we pursue strategic acquisitions of, joint ventures with, or investments in, other companies or businesses, 
although the Company has no present commitments with respect to any material acquisitions or investments. Any such 
acquisition,joint venture or investment that the Company makes may require Sears to spend its cash, or incur debt, contingent 
liabilities, or amortization expenses related to intangible assets, any of which could reduce the Company's profitability and 
harm its business. 
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Acquisitions, joint ventures and investments also increase the complexity of the Company's business and place strain on its 
management, personnel, operations, supply chain, financial resources, and internal financial controls and reporting functions. 
The Company may not be able to manage acquisitions, joint ventures or investments effectively, which could damage the 
Company's reputation, limit its growth and adversely affect its business and results of operations. 

Financial Risks 

The Company's business has been and will continue to be affected by Canadian and worldwide economic conditions; a 
persistence or worsening of current economic conditions could lead to reduced revenues ami gross margins, and negatively 
impact the Company's liquidity. 
The Company plans its operations giving regard to economic and financial variables that are beyond its control. Changes to 
these variables may adversely impact the Company's performance. Should the current economic conditions persist or worsen, 
heightened competition, a further decline in consumer confidence, lower disposable income, higher unemployment and 
personal debt levels may result, which could lead to reduced demand for the Company's products and services. Any of these 
events could cause the Company to increase inventory markdowns and promotional expenses, thereby reducing the Company's 
gross margins and results of operations. The Company's results of operations have been negatively impacted as a result of 
the current economic conditions and the volatility in the Canadian and global economies and it is difficult to accurately assess 
the potential impact on the Company's business. If the Canadian or global economies continue to worsen, however, the 
Company could experience a decline in same store sales, erosion of gross profit and profitability. 

Increasing fuel and energy costs may have a significant negative impact on the Company's operations. The Company requires 
significant quantities of fuel for the vehicles used to distribute and deliver inventory and the Company is exposed to the 
risk associated with variations in the market price for petroleum products. The Company could experience a disruption in 
energy supplies, including its supply of gasoline, as a result of factors that are beyond the Company's control, which could 
have an adverse effect on the Company's business. Cetiain of the Company's vendors also are experiencing increases in the 
cost of various raw materials, such as cotton, oil- related materials, steel and rubber, which could result in increases in the 
prices that the Company pays for merchandise, particularly apparel, appliances and tires and adversely affect the Company's 
results of operations. 

Liquidity Risl{ 

The Company could face liquidity risk due to various factors, including but not limited to, the unpredictability of the current 
economic climate, failure to secure appropriate funding vehicles and cash flow issues relating to the operation and management 
of the business. Failure to fulfill financial obligations due and owing from the Company as a result of this liquidity risk could 
have undesirable consequences on Sears. 

Fluctuations in U.S. and Canadian dollar exchange rates may affect the Company's results of operations. 
The Company's foreign exchange risk is currently limited to currency fluctuations between the Canadian and U.S. dollar. 
The Company is vulnerable to increases in the value of the U.S. dollar relative to the Canadian dollar because the majority 
of its revenues are denominated in Canadian dollars and a substantial amount of the merchandise the Company purchases 
is priced in U.S. dollars. The costs of these goods in Canadian dollars rise when the U.S. dollar increases in value relative 
to the Canadian dollar and, as a result, the Company may be forced to increase its prices or reduce its gross margins. We 
may use foreign currency forward and option contracts to hedge the exchange rate risk on a portion ofthe Company's expected 
requirement for U.S. dollars. There can be no assurance that the Company's hedging efforts will achieve their intended results 
or that the Company's estimate of its requirement for U.S. dollars will be accurate, with the result that currency fluctuations 
may have an adverse impact on the Company's results of operations. 

In addition, the appreciation of the Canadian dollar over the past few years relative to the U.S. dollar presents an additional 
challenge to the Company as its customers are motivated to cross-border shop, which may have an adverse impact on the 
Company's results of operations. 

The Company is exposed to counterpar(v credit risk which could adverse(v affect its results of operations. 
Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of counterpm1ies to meet 
their payment obligations to the Company. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, 
short- term investments, accounts receivable and investments included in other long-term assets. Cash and cash equivalents, 
accounts receivable, derivative financial assets, and other long-term assets of$314.5 million as at February 2, 2013 (January 
28, 2012: $514.9 million) expose the Company to credit risk should the borrower default on maturity of the investment. 
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Although the Company seeks to manage this exposure through policies that require borrowers to have a minimum credit 
rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating, there can be no 
assurance that the Company will be able to successfully manage its credit risk. 

The Company invests its surplus cash in investment grade, slwrt-tenn money market instruments, the return on which depends 
upon interest rates and the credit worthiness of the issuer. The Company attempts to mitigate credit risk resulting from the 
possibility that an issuer may default on repayment by requiring that issuers have a minimum credit rating and limiting 
exposures to individual borrowers. -

The Company is exposed to interest rate risk which could adversely affect its results of operations. 
Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. Cash and 
cash equivalents and borrowings under the Company's $800.0 million senior secured revolving credit facility, or the Credit 
Facility, are subject to interest rate risk. The total outstanding balance subject to interest rate risk as at February 2, 2013 was 
a net asset of $238.3 million (January 28, 2012: $297.7 million). An increase or decrease in interest rate of 0.25% would 
cause an immaterial after-tax impact on net earnings (loss). 

Expenses associated with the Company's retirement benefit plans may fluctuate significantly depending on changes in 
actuarial assumptions,future market peiformance of plan assets, and other events outside of the Company's control and 
adverse(v affect the Company's results of operations. 
The Company currently maintains a defined benefit registered pension plan, a non-registered supplemental savings 
arrangement and a defined benefit non-pension post-retirement plan, which provides life insurance, medical and dental 
benefits to eligible retired associates through a health and welfare trust. The defined benefit plan continues to accrue benefits 
related to future compensation increases although no further service credit is earned. In addition, the Company no longer 
provides medical, dental and life insurance benefits at retirement for associates who had not achieved the eligibility criteria 
for these non- pension post-retirement benefits as at December 31, 2008. 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New 
regulations and market driven changes may result in changes in the discount rates and other variables which would result in 
the Company being required to make contributions in the future that differ significantly from the estimates. 

Management is required to use assumptions to account for the plans in conformity with !FRS. However, actual future 
experience will differ from these assumptions giving rise to actuarial gains or losses. In any year, actual experience differing 
from the assumptions may be material. Plan assets consist primarily of cash, alternative investments, marketable equity and 
fixed income securities. The value of the marketable equity and fixed income investments will fluctuate due to changes in 
market prices. Plan obligations and annual pension expense are determined by independent actuaries and through the use of 
a number of assumptions. 

Although the Company believes that the assumptions used in the actuarial valuation process are reasonable, there remains 
a degree of risk and uncertainty which may cause results to differ materially from expectations. Significant assumptions in 
measuring the benefit obligations and pension plan costs include the discount rate and the rate of compensation increase. 
See Note 20.4 "Pension assumptions" of the Notes to the 2012 Annual Consolidated Financial Statements form ore information 
on the weighted-average actuarial assumptions for the plans. 

The Company faces risks associated with impairment of goodwill and other assets. 
The Company's goodwill, intangible assets and long-lived assets, primarily consisting of stores and joint ventures, are subject 
to periodic testing for impairment. A significant amount of judgment is involved in the periodic testing. Failure to achieve 
sufficient levels of cash flow within each of the Company's cash generating units or specific operating units could result in 
impairment charges for goodwill and intangible assets or fixed asset impairment for long-lived assets, which could have a 
material adverse effect on the Company's reported results of operations. 
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Risks Relating to the Company's Relationship with Sears Holdings 

The Company may lose rights to some intellectual property if Sears Holdings' equity ownership in the Company falls 
below specified thresholds. 
The Company relies on its right to use the "Sears" name, including as part of the Company's corporate and comm!,:rcial name, 
which the Company considers a significant and valuable aspect of its business. The Company's rightto use the "Sears" name 
and certain other brand names was granted pursuant to a license agreement with Sears Holdings. 

The Company's license to use the "Sears" name and certain brand names may be terminated if Sears Holdings' indirect 
ownership interest in the Company is reduced to less than 25%. In addition, the Company's license to use the "Sears" name 
may also terminate upon the occurrence of certain bankruptcy events. Losing the Company's right to use these intellectual 
properties could significantly diminish the Company's competitiveness and could materially harm its business. If the license 
agreement is terminated, the Company would attempt to renegotiate the license agreement although the terms of any 
renegotiated license agreement would likely be less favorable to the Company. 

Some of the Company's directors and executive officers may have conflicts of interest because of their ownership of Sears 
Holdings common stock and positions with Sears Holdings. 
Some of our directors and executive officers own Sears Holdings common stock. In addition, one of our directors, William 
R. Harker, is a consultant to Sears Holdings. Ownership of Sears Holdings common stock by our directors and officers and 
the presence of persons associated with Sears Holdings on the Company's board of directors could create, or appear to create, 
conflicts of interest with respect to matters involving both the Company and Sears Holdings. 

Risks Relating to Our Common Shares 

As long as Sears Holdings or ESL Investments, Inc. ("ESL 'J controls the Company, a shareholder's ability to influence 
matters requiring shareholder approval will be limited. 
Sears Holdings controls approximately 51% of the Company's voting power and ESL directly controls approximately 28% 
of the Company's voting power. As of the date of this MD&A, ESL controlled Sears Holdings and, therefore, ESL directly 
or indirectly controls approximately 79% of the Company's voting power. So long as ESL directly or indirectly controls a 
majority of the Company's outstanding common shares, ESL will have the ability to control the election of the board of 
directors and the outcome of certain shareholder votes. 

Accordingly, Sears Holdings and ESL will continue to have the ability to exercise control over certain actions to be taken 
or approved by the Company's directors and shareholders, including with respect to certain mergers or business combinations 
or dispositions of all or substantially all of the Company's assets. Sears Holdings and ESL's voting control may discourage 
transactions involving a change of control of the Company, including transactions in which a shareholder might otherwise 
receive a premium for his/her shares over the then-current market price. Subject to certain limits, Sears Holdings is also not 
prohibited from selling a controlling interest in the Company to a third party and may do so without shareholder approval 
and, subject to applicable Jaws, without providing for a purchase of a shareholder's common shares. 
Sears Holdings and ESL's interests may be different than a shareholder's interests and Sears Holdings and ESL may have 
investments in other companies that may compete with the Company, and may have interests from time to time that diverge 
from the interests of shareholders, particularly with regard to new investment opportunities. 

In addition, conflicts of interest may arise between Sears Holdings and/or ESL and the Company, including corporate 
opportunities, potential acquisitions or transactions, as well as other matters. The Company may be adversely affected by 
any conflicts of interest between Sears Holdings and/or ESL and the Company. 

Furthermore, neither Sears Holdings nor ESL owes the Company or the Company's shareholders any fiduciary duties under 
Canadian Jaw. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

The preparation and presentation of the Company's consolidated financial statements and the overall accuracy and integrity ofthe 
Company's financial reporting are the responsibility of management. The accompanying consolidated financial statements have 
been prepared in accordance with International Financial Reporting Standards as issued by the International Accounting Standards 
Board (IASB), and include certain amounts that are based on management's best estimates and judgments. Financial information 
contained elsewhere in thi? Annual Report is consistent with the information set out in the consolidated financial statements. 

In fulfilling its responsibilities, management has developed and maintains an extensive system of disclosure controls and procedures 
and internal control over financial reporting processes that are designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly recorded and reported within the required time periods, and financial records are reliable for the preparation 
of the financial statements. The Company's internal auditors, who are employees of the Company, also review and evaluate internal 
controls on behalf of management. 

The Board of Directors monitors management's fulfillment of its responsibilities for financial reporting and internal controls 
principally through the Audit Committee. The Audit Committee, which is comprised solely of independent directors, meets 
regularly with management, the internal audit department and the Company's external auditors to review and discuss audit activity 
and results, internal accounting controls and financial reporting matters. The external auditors and the internal audit department 
have unrestricted access to the Audit Committee, management and the Company's records. The Audit Committee is also responsible 
for recommending to the Board of Directors the proposed nomination of the external auditors for appointment by the shareholders. 
Based upon the review and recommendation of the Audit Committee, the consolidated financial statements and Management's 
Discussion and Analysis have been approved by the Board of Directors. 

The Company!s external auditors, Deloitte LLP, have audited the consolidated financial statements in accordance with International 
Financial Reporting Standards as issued by the IASB. 

Calvin McDonald 
President and Chief Executive Officer 

Toronto, Ontario 
March 14,2013 

E.J. Bird 
Interim Chief Financial Officer 
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Report of Independent Registered Chartered Accountants 

To the Shareholders and Board of Directors of 
Sears Canada Inc. 

We have audited the accompanying consolidated financial statements of Sears Canada Inc. and subsidiaries, which comprise the 
consolidated statements of financial position as at February 2, 2013 and January 28, 2012 and the consolidated statements of net 
earnings (loss) and comprehensive income (loss), consolidated statements of changes in shareholders' equity and consolidated 
statements of cash flows for the 53 and 52-week periods ended February 2, 2013 and January 28, 2012, and a summary of significant 
accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
International Financial Reporting Standards as issued by the International Accounting Standards Board, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 
in accordance with Canadian generally accepted auditing standards and the standards ofthe Public Company Accounting Oversight 
Board (United States). Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sears Canada 
Inc. and subsidiaries as at February 2, 2013 and January 28, 2012 and their financial performance and cash flows for the 53 and 
52-week periods ended February 2, 2013 and January 28, 2012 in accordance with International Financial Reporting Standards 
as issued by the International Accounting Standards Board. · 

Independent Registered Chartered Accountants 
Licensed Public Accountants 
March 14,2013 
Toronto, Canada 
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

As at As at 
(in CAD millions) Notes February 2, 2013 January 28,2012 

ASSETS 
Current assets 
Cash and cash equivalents 5 $ 237.0 $ 397.4 

Accounts receivable, net 6,I4 76.2 I I6.2 

Income taxes recoverable 22 5.5 4.I 

Inventories 7 851.4 823.9 

Prepaid expenses 8 30.1 27.9 

Total current assets 1,200.2 I,369.5 

Non-current assets 
Property, plant and equipment 9,I9 840.0 872.0 

Investment property 9 21.7 21.7 

Intangible assets I0.2 27.2 23.6 

Goodwill 10.1 8.7 8.7 

Investment in joint ventures I I 263.4 30I.4 

Deferred tax assets 22 83.8 84.6 

Other long-term assets I2,I4, I6,22 34.1 49.2 

T.,.otal assets $ 2,479.1 $ 2,730.7 

LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities I4,15 $ 482.0 $ 576.8 

Deferred revenue I3 197.5 208.0 

Provisions 16 66.3 64.8 

Income taxes payable 22 1.0 

Other taxes payable 33.9 42.8 

Current portion of long-term obligations 14,I7,19,25 5.2 5.1 

Total current liabilities 784.9 898.5 

Non-current liabilities 
Long-term obligations I4,I7,I9,25 30.9 I I 7.6 

Deferred revenue I3 90.7 89.2 

Retirement benefit liability 20.I 415.7 452.3 

Deferred tax liabilities 22 5.8 5.3 

Other long-term liabilities I6,I 8 74.7 75.8 

Total liabilities 1,402.7 I,638.7 

SHAREHOLDERS' EQUITY 
Capital stock 24 14.9 I5.0 

Retained earnings 24,25 1,208.2 I ,2I 8.5 

Accumulated other comprehensive Joss (146.7) (141.5) 

Total shareholders' equity 1,076.4 I,092.0 
Total liabilities and shareholders' equity $ 2,479.1 $ '2,730.7 

The accompanying notes are an integral part of these consolidated financial statements. 

On Behalf of the Board of Directors, 

.• j' 

ftJ !U j .· 
•I .\ . lJ •_,-

.'~·~ · .. ' -.,.-~ 

WC.Crowley E..l. Bird 
Chairman of the Board Director 
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CONSOLIDATED STATEMENTS OF NET EARNINGS (LOSS) AND COMPREHENSIVE INCOME (LOSS) 

For the 53 and 52-week periods ended February 2, 2013 and January 28, 2012 

(in CAD millions. except per share amounts) Notes 2012 2011 

Revenue 26 $ 4,300.7 $ 4,619.3 

Cost of goods and services sold 7 2,749.2 2,932.3 

Selling, administrative and other expenses 9,10,20.4,27 1,634.4 1,737.9 

Operating loss (82.9) (50.9) 

Gain on lease terminations 28 167.1 

Gain on sale of interest in joint venture 11 8.6 

Gain on settlement of post-retirement benefits 20 21.1 

Finance costs 17,22 13.3 16.0 

Interest income 5 4.1 1.7 

Share of income from joint ventures 11 9.5 8.3 

Earnings (loss) before income taxes 114.2 (56.9) 

Income tax (expense) recovery 

Current 22 (8.2) (18.7) 

Deferred 22 (4.8) 25.3 

(13.0) 6.6 

Net earnings (loss) $ 101.2 $ (50.3) 

Basic net earnings (loss) per share 32 $ 0.99 $ (0.48) 

Diluted net earnings (loss) per share 32 $ 0.99 $ (0.48) 

Net earnings (loss) $ 101.2 $ (50.3) 

Other comprehensive loss, net of taxes: 

Loss on foreign exchange derivatives, net of income tax 
recovery of nil (2011: recovery of$1.7) · (4.1) 

Reclassification to net earnings (loss) of(gain) loss on 
foreign exchange derivatives, net of income tax recovery 
ofnil (2011: recovery of$2.8) (0.2) 7.1 

Remeasurement loss on net defined retirement benefit 
liability, net of income tax recovery of $3.5 (20 II: 
recovery of$27.4) 20.7 (5.0) (79.1) 

Total other comprehensive loss (5.2) (76.1) 

Comprehensive income (loss) $ 96.0 $ (126.4) 

The accompanying notes are an integral part of these con sol ida ted financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 
For the 53 and 52-week periods ended February 2, 2013 and January 28, 2012 

Accumulated other comprehensive loss (income) 

Foreign 
exchange Total 

deriratil'es Accumulated 
designated as other 

Capital Retained cash R.emea.mrement comprehensive Shareholders· 
(in CAD millions) Notes stock earnings flow hedges loss loss (income) equity 

Balance as at January 28, 2012 $ 15.0 $1,218.5 $ 0.2 $ (141.7) $ (141.5) $ 1,092.0 

Net earnings 101.2 101.2 

Other comprehensive loss 

Reclassification of gain on foreign 
exchange derivatives (0.2) (0.2) (0.2) 

Remeasurement loss on net defined 
retirement benefit liability (5.0) (5.0) (5.0) 

Total other comprehensive loss (0.2) (5.0) (5.2) (5.2) 

Total comprehensive income (loss) · 101.2 (0.2) (5.0) (5.2) 96.0 

Repurchases of common shares 24 (0.1) (9.6) (9.7) 

Dividends declared (101.9) (101.9) 

Balance as at February 2, 2013 $ 14.9 $1,208.2 $ $ (146.7) $ (146.7) $ 1,076.4 

Balance as at January 29, 2011 $ 15.4 $1,310.4 $ (2.8) $ (62.6) $ (65.4) $ 1,260.4 

Net loss (50.3) (50.3) 

Other comprehensive (loss) income 

Loss on foreign exchange derivatives (4.1) (4.1) (4.1) 

Reclassification of loss on foreign 
exchange derivatives 7.1 7.1 7.1 

Remeasurement loss on net defined 
retirement benefit liability (79.1) (79.1) (79.1) 

Total other comprehensive (loss) income 3.0 (79.1) (76.1) (76.1) 

Total comprehensive (loss) income (50.3) 3.0 (79.1) (76.1) (126.4) 

Repurchases of common shares 24 (0.4) (41 6) (42.0) 

Balance as at January 28, 2012 $ 15.0 $1,218.5 $ 02 $ (141.7) $ (141.5) $ 1,092.0 

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the 53 and 52-week periods ended February 2, 2013 and January 28, 2012 

(in CAD millions) Notes 2012 2011 

Cash flow (used for) generated from operating activities 
Net earnings (loss) $ 101.2 $ (50.3) 

Adjustments for: 

Depreciation and amortization expense 9,10.2 113.3 114.9 

Impairment (reversal) losses 9 (0.2) 2.5 

Loss on disposal of property, plant and equipment 1.2 1.1 

Gain on sale of interest in joint venture II (8.6) 

Gain on lease terminations 28 (167.1) 

Finance costs 17 13.3 I6.0 

Interest income 5 (4.1) (1.7) 

Share of income from joint ventures 1I (9.5) (8.3) 

Retirement benefit plans expense 20.4 31.6 30.2 

Gain on settlement of post-retirement benefits 20 (21.1) 

Short-term disability expense 20.4 8.4 8.4 

In com~ tax expense (recovery) 22 13.0 (6.6) 

Interest received 5 2.3 1.6 

Interest paid 17 (5.3) (4.6) 

Retirement benefit plans contributions 20.4 (63.0) (17.9) 

Income tax refunds (payments), net 22 9.0 (21.6) 

Other income tax (deposits) receipts, net 22 (4.1) 

Changes in non-cash working capital 33 (122.2) 29.6 

Changes in long-term assets and liabilities 32.0 (8.3) 

(79.9) 85.0 
Cash flow generated from (used for) investing activities 

Purchases of property, plant and equipment and intangible assets 9,10.2 (97.5) (84.3) 

Proceeds from sale ofproperty, plant and equipment 2.2 0.7 

Proceeds from lease terminations 28 175.0 

Proceeds from sale of Cantrex operations 29 3.5 

Proceeds from sale of joint venture I I 38.3 

Dividends received from joint ventures 18.4 20.1 

139.9 (63.5) 
Cash flow used for financing activities 

Interest paid on finance lease obligations I7,I9 (2.4) (2.2) 

Repayment of long-term obligations (142.3) (117.1) 

Proceeds from long-term obligations 35.8 105.0 
Dividend payments 24 (1 01.9) 

Repurchases of common shares 24 (9.7) (42.0) 

(220.5) (56.3) 

Effect of exchange rate on cash and cash equivalents at end of period 0.1 (0.1) 
Decrease in cash and cash equivalents (160.4) (34.9) 

Cash and cash equivalents at beginning of period $ 397.4 $ 432.3 
Cash and cash equivalents at end of period $ 237.0 $ 397.4 

The accompanying notes are an integral part of these consolidated financial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. General information 

Sears Canada Inc. is incorporated in Canada. The address of its registered office and principal place of business is 290 Yonge 
Street, Suite 700, Toronto, Ontario, Canada M5B 2C3. The principal activities of Sears Canada Inc. and its subsidiaries (the 
"Company") include the sale of goods and se1vices through the Company's Retail channel, which includes its Full-line, Sears 
H.ome, Hometown Dealer, Outlet, Appliances and Mattresses, Corbeil Electrique Inc. ("Corbeil") stores, and its Direct (catalogue/ 
internet) channel. It also includes service revenue related to product repair, home improvement, and logistics. Commission revenue 
includes travel, insurance, and performance payments received from JPMorgan Chase Bank, N.A. (Toronto Branch) ("JPMorgan 
Chase") under the Company's long-term credit card marketing and servicing alliance with JPMorgan Chase. The Company has 
partnered with Thomas Cook Canada Inc. ("Thomas Cook") in a multi-year licensing arrangement, under which Thomas Cook 
manages the day-to-day operations of all Sears Travel offices. Licensee fee revenues are comprised of payments received from 
licensees, including Thomas Cook, that operate within the Company's stores. The Company is a party to a number of joint ventures 
which have been classified as jointly controlled entities for financial reporting purposes. These joint ventures are jointly controlled 
by the venturers who are entitled to a share of the joint ventures' income or loss. 

The indirect parent of the Company is Sears Holdings Corporation ("Sears Holdings"), incorporated in the U.S. in the state of 
Delaware. The ultimate controlling party of the Company is ESL Investments, Inc. (incorporated in the U.S. in the state of Florida) 
through Sears Holdings. 

2. Significant accounting policies 

2.1 Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with International Financial Reporting 
Standards as issued by the International Accounting Standards Board ("!FRS"), which are effective and applicable to the Company 
as at the end of its current fiscal year. 

2.2 Basis of preparation and presentation 

The principal accounting policies ofthe Company have been applied consistently in the preparation of its consolidated financial 
statements for all periods presented. These financial statements follow the same accounting policies and methods of application 
as those used in the preparation ofthe recast 20 II Annual Consolidated Financial Statements. The Company's significant accounting 
policies are detailed in Note 2. 

The fiscal year of the Company consists of a 52 or 53-week period ending on the Saturday closest to January 31. The fiscal years 
for the 2012 and 2011 consolidated financial statements represent the 53-week period ended February 2, 2013 ("Fiscal 2012" or 
"20 12") and the 52-week period ended January 28, 2012 ("Fiscal 20 II" or "20 II"), respectively. 

The Company's consolidated financial statements are presented in Canadian dollars, which is the Company's functional currency. 
The Company reports as a single business segment but operates s~veral operating segments, with operations focused on the 
merchandising of products and services (see Note 23). 

2. 3 Basis of measurement 

The consolidated financial statements have been prepared on the historical cost basis, with the exception of certain financial 
instruments that are measured at fair value and the retirement benefit asset, which is the net total of plan assets and the present 
value of the retirement benefit liability. On transition to !FRS, the Company elected to measure certain of its property, plant and 
equipment at fair value. The fair value was set as the deemed cost, in accordance with !FRS I, as at that date, and represents the 
historical cost basis measurement. Historical cost is generally based on the fair value of the consideration given in exchange for 
assets. 

2 . .:f Basis of consolidation 

The consolidated financial statements incorporate the financial statements of the Company as well as all of its subsidiaries. Real 
estate joint venture investments are accounted for using the equity method of accounting (described further in Note 2.13 ). 

Subsidiaries include all entities where the Company has the power to govern the financial and operating policies of the entity so 
as to obtain benefits from its activities. 
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All intercompany balances and transactions, income and expenses arising from intercompany transactions are eliminated in the 
preparation of the consolidated financial statements. 

2.5 Cash and cash equivalents 

Cash and cash equivalents include highly liquid investments with maturities of90 days or less at the date of purchase. Cash and 
cash equivalents are considered to be restricted when they are subject to contingent rights of a third party customer, vendor, 
government agency or financial institution. 

2. 6 Short-term investments 

Short-term investments include investments with maturities between 91 to 364 days from the date of purchase. 

2. 7 Inventories 

Inventories are measured at the lower of cost and net realizable value. Cost is determined using the weighted average cost method, 
based on individual items. The cost is comprised of the purchase price, plus the costs incurred in bringing the inventory to its 
present location and condition. Net realizable value is the estimated selling price in the ordinary course ofbusiness less the estimated 
costs to sell. Rebates and allowances received from vendors are recognized as a reduction to the cost of inventory, unless the 
rebates clearly relate to the reimbursement of specific expenses. A provision for shrinkage and obsolescence is calculated based 
on historical experience. All inventories consist of finished goods. 

2.8 Property, plant and equipment 

Property, plant and equipment are measured at cost or deemed cost less accumulated depreciation and accumulated impairment 
losses. Costs include expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes site preparation costs, design and engineering fees, freight (only on initial freight costs incurred between the vendor and 
the Company), installation expenses and provincial sales tax (Saskatchewan, Manitoba and Prince Edward Island), and is net of 
any vendor subsidies or reimbursements. An allocation of general and specific incremental interest charges for major construction 
projects is also included in the cost of related assets. 

When the significant parts of an item of property, plant and equipment have varying useful lives, they are accounted for as separate 
components of property, plant and equipment. Depreciation is calculated based on the depreciable amount ofthe asset or significant 
component thereof, if applicable, which is the cost of the asset or significant component less its residual value. Depreciation is 
recognized using the straight-line method for each significant component of an item of property, plant and equipment and is 
recorded in "Selling, administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive 
Income (Loss). The estimated useful lives ar!! 2 to 13 years for equipment and fixtures and I 0 to 50 years for buildings and building 
improvements. The estimated useful lives, residual values and depreciation methods for property, plant and equipment are reviewed 
annually and adjusted, if appropriate, with the effect of any changes in estimates accounted for on a prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease, unless it is reasonably certain that the Company will obtain ownership by the end of the 
lease term. · 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the proceeds from sale or the cost of retirement and the carrying amount of the asset, and is recognized in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

For a discussion on the impairment oftangible assets refer to Note 2.11. Property, plant and equipment are reviewed at the end of 
each reporting period to determine whether there is an indicator of impairment. 

2.9Jnvestment property 

The Company's investment property consists of vacant land which is not currently used in its operations. Investment property is 
measured at its deemed cost less accumulated impairment losses. 

The fair values of the investment property is estimated using observable data based on the current cost of acquiring comparable 
properties within the market area and the capitalization of the property's anticipated revenue. The Company engages independent 
qualified third pm1ies to conduct appraisals of its investment prope11y. 
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The gain or loss arising on the disposal or retirement of an item of investment property is determined as the difference between 
the proceeds from sale or the cost of retirement, and the carrying amount of the asset; and is recognized in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Investment property is reviewed at the end of each reporting period to determine whether there is any indicator of impairment. 

2.10 intangible assets 

2.1 0.1 Finite life intangible assets other than goodwill 

Finite life intangible assets consist of purchased and internally developed software. Intangible assets are carried at cost less 
accumulated amortization and accumulated impairment losses and are amortized on a straight-line basis over their estimated useful 
lives which range from 2 to 5 years. The useful lives of all intangible assets other than goodwill are finite. Amortization expense 
is included in "Selling, administrative and other expenses" in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss). The estimated useful lives and amortization methods for intangible assets other than goodwill are 
reviewed annually, with the effect of any changes in estimates being accounted for on a prospective basis. 

Internally developed software costs are capitalized when the following criteria are met: 
It is technically feasible to complete the software so that it will be available for use; 
The Company intends to complete the software product; 
The Company has an ability to use the software; 
The Company can demonstrate how the software will generate probable future economic benefits; 
Adequate technical, financial and other resources to complete the development and to use the software product are 
available; and 
The expenditure attributable to the software product during its development can be reliably measured. 

Costs that qualify for capitalization are limited to those that are directly related to each software development project. 

2.1 0.2 Goodwill 

Goodwill arising in a business combination is recognized as an asset at the date that control is acquired ("the acquisition date"). 
Goodwill is measured as the excess of the sum of the consideration transferred, over the net fair value of identifiable assets acquired 
less liabilities assumed as of the acquisition date. 

2.11 Impairment qf tangible assets and intangible assets with finite useful lives 

At the end of each reporting period, the Company reviews property, plant and equipment, investment property, intangible assets 
and goodwill for indicators of impairment. If any such indication exists, the recoverable amount of the asset is estimated in order 
to determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual 
asset, the assets are then grouped together into the smallest group of assets that generate independent cash inflows from continuing 
use (the "cash generating unit" or "CGU") and a recoverable amount is estimated for that CGU. 

Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to indivi_dual CGUs. 
Otherwise, they are allocated to the smallest group ofCGUs for which a reasonable and consistent allocation basis can be identified. 

If the recoverable amount of an asset or a CGU is estimated to be less than its carrying amount, the asset or CGU will be reduced 
to its recoverable amount and an impairment loss is recognized immediately. !fan impairment for a CGU has been identified, the 
impairment is first allocated to goodwill before other assets held by the CGU. Where goodwill is not part of a CGU, an impairment 
loss is recognized as a reduction in the canying amount of the assets included in the CGU on a pro rata basis. 

Where an impairment loss subsequently reverses (not applicable to goodwill), the canying amount of the asset or CGU is revised 
to an estimate of its recoverable amount limited to the canying amount that would have been determined had no impairment loss 
been recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized immediately. 

2. 12 Impairment qf good1rill 

Goodwill is not amortized but is reviewed for impairment at least annually. For the purposes of impairment testing, goodwill is 
allocated to each of the Company's CGUs expected to benefit from the synergies of the combination. 

CGUs to which goodwill has been allocated are tested for impairment annually, or more frequently when there is an indication 
that the unit may be impaired. If the recoverable amount of the CGU is less than its carrying amount, the impairment loss is 
allocated first to reduce the carrying amount of any goodwill allocated to the CGU, and then to the other assets ofthe unit on a 
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pro-rata basis, based on the carrying amount of each asset in the unit. Impairment losses for goodwill are not reversed in subsequent 
periods. 

2.13 Investment in joint ventures 

Joint ventures are those entities over which the Company has joint control, established by contractual agreement. The Company 
is a party to a number of joint ventures which have been classified as jointly controlled entities for financial reporting purposes. 
These joint ventures are jointly controlled by the venturers who are entitled to a share of the joint ventures' income or loss. 

Investments in joint ventures are accounted for using the equity method as follows: 
From the date that joint control commences, until the date that it ceases, the Company's share of post-acquisition income 
or losses from joint ventures is recognized in the Consolidated Statements of Net Earnings (Loss) and Comprehensive 
Income (Loss), with a corresponding increase or decrease to the carrying amount of the investments. 
The joint venture reporting periods used in the application of the equity method differ from the Company's reporting 
period end by 1 to 2 months. 
The accounting policies of the joint ventures are aligned with those of the Company for the purposes of applying the 
equity method. 
Gains on transactions between the Company and its joint ventures are eliminated to the extent of the Company's interest 
in the joint ventures, and losses are eliminated unless the transaction provides evidence of an impairment of the assets 
transferred. 

The Company presents its joint venture investments in "Investment in joint ventures" on the Consolidated Statements of Financial 
Position. The Company presents its share of income or losses from joint ventures in "Share of income from joint ventures" in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

2.14 Leasing arrangements 

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases. 

2.14.1 The Company as lessor 

The Company has entered into a number of agreements to sub-lease premises to third parties. All sub-leases to third parties are 
classified as operating leases. Rental income from operating leases is recognized on a straight-line basis over the term of the lease. 

2.14.2 The Company as lessee 

Assets held under finance leases are initially recognized by the Company at the lower of the fair value of the asset and the present 
value of the minimum lease payments. The corresponding current and non-current liabilities to the lessor are included in the 
Consolidated Statements of Financial Position as a finance lease obligation in "Principal payments on long-term obligations due 
within one year" and "Long-term obligations," respectively. The assets are depreciated using the same accounting policy as 
applicable to property, plant and equipment (see Note 2.8). 

Lease payments are apportioned between finance costs and the lease obligation in order to achieve a constant rate of interest on 
the remaining balance of the liability. The minimum lease payments are allocated between the land and building element in 
proportion to the relative fair values of the leasehold interests, in each of these elements of the lease. 

Assets under operating leases are not recognized by the Company. Operating lease payments are recognized in "Selling, 
administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

In the event that lease incentives are received to enter into leases, such incentives are recognized as a liability. The aggregate 
benefit of incentives is recognized as a reduction of rental expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits fi·om the leased asset are consumed. 

2.15 Retirement benefit plans 

The Company currently maintains a defined contribution and a defined benefit registered pension plan, which covers eligible 
regular full-time and part-time associates, a non-registered supplemental savings arrangement and a defined benefit non-pension 
post retirement plan, which provides life insurance, medical and dental benefits to eligible retired associates through a health and 
welfare trust. 
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2.15 .1 Defined contribution plan 

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed or matching contributions 
based on employee contributions into a separate legal entity and has no further legal or constructive obligation to pay additional 
amounts. Company contributions to the defined contribution retirement benefit plan are recognized as an expense when employees 
have rendered services entitling them to the contributions. 

2.15 .2 Defined benefit plans 

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations prepared by independent qualified actuaries at least every 3 years. Remeasurements comprising of actuarial 
gains and losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding interest) are recognized 
immediately in the statement of financial position with a charge or credit to other comprehensive income (loss) in the period in 
which they occur. Remeasurements recorded in Other comprehensive income (loss) are not recycled into profit or loss. However, 
the entity may transfer those amounts recognized in other comprehensive income (loss) within Accumulated other comprehensive 
income (loss). Past service cost is recognized in profit or loss in the period of plan amendment. Net-interest is calculated by 
applying the discount rate to the net defined benefit liability or asset. Defined benefit costs are split into three categories: 

service cost, past-service cost, gains and losses on curtailments and settlements; 
net interest expense or income; 
remeasurements. 

The Company presents the first two components of defined benefit costs in "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Remeasurements are recorded in Other comprehensive income (loss). 

The retirement benefit obligation recognized in the Consolidated Statements of Financial Position represents the actual deficit or 
surplus in the Company's defined benefit plans. Any surplus resulting from this calculation is limited to the present value of any 
economic benefits available in the form of refunds from the plans or reductions in future contributions to the plans. 

2. I 5.3 Termination benefits 

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw the offer of the termination 
benefit and when the entity recognizes any related restructuring costs. 

2.16 Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable, excluding sales taxes. Revenue is reduced for 
estimated customer returns, discounts and other similar allowances. 

2.16. I Sale of goods 

Revenue from the sale of goods is recognized upon delivery to the customer. Revenue relating to goods sold subject to installation, 
such as home improvement products, is recognized when the goods have been delivered and the installation is complete. 

2.16 .2 Rendering of services 

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract. 

Extended ll'arranty service contracts 

The Company sells extended warranty service contracts with terms of coverage generally between I 2 and 60 months. Revenue 
from the sale of each contract is deferred and amortized on a straight-line basis over the term of the related contract. 

Product repail: handling and installation sen•ices 

Product repair, handling and installation services revenue is recognized once the services are complete. These services are performed 
within a short timeframe which is typically one day. 
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2.16.3 Commission and licensee fee revenue 

Commission revenue 

The Company earns commission revenue by selling various products and services that are provided by third parties, such as sales 
of travel services, home improvement products and insurance programs. As the Company is not the primary obligor in these 
transactions, these commissions are recognized upon sale of the related product or service. 

Licensee fee revenue 

Fee revenue is received from a variety oflicensees that operate in the Company's stores. Revenue earned is based on a percentage 
oflicensee sales. Revenue is recorded upon sale of the related product or service. 

Credit card revenue 

Revenue is received from JPMorgan Chase relating to credit sales. Revenue is based on a percentage of sales charged on the Sears 
Card or Sears MasterCard and is included in revenue when the sale occurs. 

2.16.4 Interest income 

Interest income is recognized when it is probable that the economic benefits will flow to the Company and the amount of income 
can be reliably measured. Interest income is accrued on a periodic basis by reference to the principal outstanding and the applicable 
interest rate. 

2.16.5 Customer loyalty program 

The Sears Club Points Program (the "Program") allows members to earn points from eligible purchases made on their Sears Card 
and/or Sears MasterCard. Members can then redeem points in accordance with the Program rewards schedule for merchandise. 
When points are earned, the Company defers revenue equal to the fair value of the awards adjusted for expected redemptions. 
When awards are redeemed, the redemption value of the awards is charged against deferred revenue and recognized as revenue. 
The redemption rates are reviewed on an ongoing basis and are adjusted based upon expected future activity. 

2.16.6 Cost of goods and services sold 

Cost of goods and services sold includes the purchase price of merchandise sold, freight and handling costs incurred in preparing 
the related inventory for sale, installation costs incurred relating to the sale of goods subject to installation, write-downs taken on 
inventory during the period, physical inventory losses and costs of services provided during the period relating to services sold, 
less rebates from suppliers relating to merchandise sold. 

2.17 Foreign currency translation 

Transactions in currencies other than the Company's functional currency are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each reporting period, monetary assets and liabilities denominated in foreign currencies 
are retranslated to the functional currency at the exchange rates prevailing at that date. 

Non-monetary assets and liabilities denominated in a foreign currency that are measured at historical cost are translated using the 
exchange rate at the date of the transaction and are not retranslated. 

Exchange differences arising on retranslation are recognized in the Consolidated Statements of Net Earnings (Loss) and 
Comprehensive Income (Loss) in the period in which they arise, except for exchange differences on certain foreign currency 
hedging transactions. 

2.18 Consideration fi·om a rend or 

The Company has arrangements with its vendors that provide for rebates subject to binding contractual agreements. Rebates on 
inventories subject to binding agreements are recognized as a reduction of the cost of sales or related inventories for the period, 
provided the rebates are probable and reasonably estimable. Rebates on adve1iising costs subject to binding agreements are 
recognized as a reduction of the advertising expense for the period, provided the rebates are probable and reasonably estimable. 

2.19 Taxation 

Income tax expense represents the sum of current tax expense and deferred tax expense. 
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2.19.1 Current tax 

Tax currently payable or recoverable is based on taxable earnings or loss for the reporting period. Taxable income differs from 
earnings as reported in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss), due to income or 
expenses that are taxable or deductible in other years and items that are not taxable or deductible for tax purposes. The Company's 
liability for current tax is calculated using tax rates that have been enacted or substantively enacted as at the end of the reporting 
period and includes any adjustments to taxes payable and/or taxes recoverable in respect of prior years. 

2.19 .2 Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities and the corresponding 
tax bases used in the computation of taxable earnings or loss. 

Deferred tax liabilities are generally recognized for taxable temporary differences. Deferred tax assets are generally recognized 
for deductible temporary differences to the extent that it is probable that taxable income will be available, against which deductible 
temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary differences arise 
from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable net earnings or loss nor the accounting income or loss. 

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries and investments 
in joint ventures, except where the Company is able to control the reversal of the temporary difference and it is probable that the 
temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences 
associated with such investments are only recognized to the extent that it is probable that there wiJI be sufficient taxable earnings 
against which to utilize the benefits of the temporary differences and they are expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is no 
longer probable that sufficient taxable income will be available to allow all or part of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applicable in the period in which the liability 
is settled or the asset realized, based on tax rates and tax laws that have been enacted or substantively enacted by the end of the 
rep01ting period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets 
and liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforce·able right to offset current tax assets against current tax 
liabilities, when they relate to income taxes levied by the same taxation authority and when the Company intends to settle its 
current tax assets and liabilities on a net basis. Deferred tax assets and liabilities are not discounted. 

2.19.3 Current and deferred tax for the period 

Current and deferred tax are recognized as a tax expense or recovery in the Consolidated Statements ofNet Earnings (Loss) and 
Comprehensive I nco me (Loss), except when they relate to items that are recognized outside of earnings or loss (whether in Other 
comprehensive income (loss), "OCI", or directly in equity), in which case, the tax is also recognized outside of earnings or loss, 
or where they arise from the initial accounting for a business combination. In the case of a business combination, the tax effect is 
included in the accounting for the business combination. Interest on the Company's tax position is recognized as a finance cost. 

2.20 Prorisions 

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event, it is probable 
that the Company will be required to settle the obligation and a reliable estimate can be made for the amount of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end 
of the reporting period, taking into account the risks and uncertainties specific to the obligation. Where a provision is measured 
using the cash flow estimated to settle the present obligation, its carrying amount is the present value of such cash flows. 

When some or all of the economic resources required to settle a provision are expected to be recovered from a third patty, a 
receivable is recognized as an asset if it is vittually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably. 
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2.20 .1 Onerous contract provisions 

An onerous contract provision is recognized when the expected benefits to be derived by the Company from a contract are lower 
than the unavoidable cost of meeting its obligations. The provision is measured at the present value of the lower of the expected 
cost of terminating the contract or the expected cost of continuing with the contract. Before a provision is established, the Company 
recognizes any impairment loss on the assets associated with that contract. 

2.20.2 General liability provisions 

The Company purchases third party insurance for automobile, damage to a claimant's property or bodily injury from use of a 
product, and general liability claims that exceed a certain dollar level. However, the Company is responsible for the payment of 
claims under these insured limits. In estimating the obligation associated with incurred losses, the Company utilizes actuarial 
methodologies which are based on historical data and validated by an independent third party. Loss estimates are adjusted based 
on actual claims settlements and reported claims. 

2.20.3 Warranty provisions 

An estimate for warranty provisions is made at the time the merchandise is sold based on historical warranty trends. Please also 
see Note 16. 

2.20.4 Returns and allowances provisions 

Provisions for returns and allowances are made based on historical rates which represent the expected future outflow of economic 
resources on current sales. 

2.20.5 Environmental provisions 

The Company is exposed to environmental risks as an owner, lessor and lessee of property. Under federal and provincial laws, 
the owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its properties 
or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims against the 
Company. The provision is based on assessments conducted by third parties, as well as historical data. 

2.21 Financial assets 

All financial assets are recognized and derecognized on the trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned. Financial 
assets are initially measured at fair value plus transaction costs, except for those financial assets at 'fair value through profit or 
loss' ("FVTPL") for which the transaction costs are expensed as incurred. 

Financial assets and liabilities are offset with the net amount presented in the Consolidated Statements of Financial Position when, 
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial assets are classified into the following categories: financial assets at FVTPL, 'held-to-maturity' investments, 'available
for-sale' ("AFS") financial assets and 'loans and receivables'. The classification depends on the nature and purpose of the financial 
assets and is determined at the time of initial recognition. Currently the Company does not have any 'held-to-maturity' investments. 

2.21.1 Effective interest method 

The effective interest method calculates the amortized cost of a financial asset or financial liability and allocates interest income 
or expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash 

flow (including all fees on points paid or received that form an integral part of the effective interest rate, transaction costs and 
other premiums or discounts) through the expected life of the financial instrument, or (where appropriate) a shorter period, to the 
net carrying amount on initial recognition. 

Interest income or expense is recognized on an effective interest basis for financial assets and financial liabilities other than those 
classified as at FVTPL. 

2.21.2 Financial assets at FVTPL 

Financial assets are classified at FVTPL when the financial asset is either held-for-trading or it is designated as at FVTPL. 
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2.21.3 AFS finanCial assets 

The Company's cash equivalents have been classified as AFS financial assets and are measured at fair value. Gains and losses 
arising from changes in fair value are recognized in OCI, with the exception of impairment losses, interest calculated using the 
effective interest method and foreign exchange gains and losses on monetary assets, which are recognized in "Selling, administrative 
and other expenses" or "Interest Income" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income 
(Loss). Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss previously included in 
accumulated other comprehensive income (loss)'' ("AOCI") is reclassified to "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

2.21.4 Loans and receivables 

Cash held by the bank and restricted cash and cash equivalents are classified as 'loans and receivables' and are measured at 
amortized cost. 

Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an active market are also 
classified as 'loans and receivables'. Loans and receivables are measured at amortized cost using the effective interest method, 
less any impairment. Interest income is recognized by applying the effective interest rate, except for shmi-term receivables, where 
the recognition of interest would be immaterial. 

2.21.5 Impairment of financial assets 

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting period. Financial 
assets are considered to be impaired when there is objective evidence that the estimated future cash flow of the financial asset 
have been negatively affected as a result of events that have occurred after its initial recognition. 

For all financial assets, objective evidence of impairment could include: 
Significant financial difficulty of the issuer or counterparty; or 
Default or delinquency in interest or principal payments; or 
Probability that the borrower will enter bankruptcy or financial reorganization. 

For financial assets carried at amortized cost, the amount of any impairment loss recognized is the difference between the asset's 
carrying amount and the present value of estimated future cash flow discounted at the financial asset's initial effective interest 
rate. When a subsequent event causes the amount of any impairment loss to decrease, the decrease in impairment loss is reversed 
through the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

The carrying amount of the financial asset is reduced by any impairment loss directly for all financial assets with the exception 
of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is 
considered uncollectible its carrying amount is written off including any amounts previously recorded in the allowance account. 
Subsequent recoveries of amounts previously written off are credited to "Selling, administrative and other expenses" in the 
Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss). Changes in the carrying amount of the 
allowance account are also recognized in "Selling, administrative and other expenses". 

2.21.6 Derecognition of financial assets 

The Company derecognizes a financial asset only when the contractual rights to the cash flow from the asset expire, or when 
substantially all the risks and rewards of ownership ofthe asset are transferred to another entity. lfthe Company retains substantially 
all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the financial asset and 
also recognizes a collateralized borrowing for the proceeds received. 

2.22 Financial liabilities and equity instruments 

2.22.1 Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the 
contractual arrangement. 

2.22.2 Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issuance costs. 
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2.22.3 Financial liabilities 

Financial liabilities are recognized on the trade date at which the Company becomes a party to the contractual provisions of the 
instrument. Financial liabilities are classified as either financial liabilities at 'FVTPL' or 'other financial liabilities'. 

2.22.4 Financial liabilities at FVTPL 

Financial liabilities are classified as at FVTPL when they are either held-for-trading or designated as at FVTPL. Currently the 
Company does not have any financial liabilities that have been designated as at FVTPL upon initial recognition. 

2.22.5 Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. Other financial 
liabilities are subsequently measured at amortized cost with interest expense recognized on an effective interest method. 

The Company amortizes debt issuance transaction costs over the life of the debt using the effective interest method. 

2.22.6 Derecognition of financial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, cancelled or 
expired. 

2.23 Net earnings (loss) per share 

Net earnings (loss) per share is calculated using the weighted average number of shares outstanding during the reporting period. 
Diluted net earnings (loss) per share is determined using the 'treasury stock method,' which considers the potential for the issuance 
of new shares created by unexercised in-the-money options. 

2.24 Changes in Accounting Policy 

!AS 19 (Revised), Employee Benefits ("!AS 19") 

The Company elected to early adopt lAS 19 (Revised) in the first quarter of20 12. On June 16, 2011, the IASB issued amendments 
to lAS 19 which included the elimination of the "corridor approach," which is the option to defer and amortize the recognition of 
actuarial gains and losses. The significant amendments to !AS 19 are as follows: 

The "corridor approach" is to be replaced with full and immediate recognition of actuarial gain and loss remeasurements 
in "Other comprehensive income (loss)'' ("OCI"); 
Retirement benefit costs are to consist of service costs, net interest and remeasurements, with remeasurements being 
recorded in OCI; 
Past service costs are to be recognized immediately in the Consolidated Statements ofNet Earnings (Loss); 
Expected returns on plan assets will no longer be recognized in profit or loss. Instead, interest income on plan assets, 
calculated using the discount rate used to measure the pension obligation, will be recognized in the Consolidated Statements 
ofNet Earnings (Loss); 
Plan administration costs are to be expensed as incurred; and 
Disclosures relating to retirement benefit plans will be enhanced and will include discussions on risk associated with 
each plan, an explanation of items recognized in the consolidated financial statements and descriptions of the amount, 
timing and uncertainty on the Company's future cash flows. 

The amendments to !AS 19 are effective for annual periods beginning on or after January 1, 2013 with early adoption permitted. 
The amendments are required to be applied retrospectively in accordance with lAS 8, Accounting Policies, Changes in Accounting 
Estimates and Errors. 

As the Company adopted the amendments to lAS 19 in the first quarter of 2012, the Company has retrospectively adjusted the 
assets and liabilities as at January 28, 2012, January 29, 2011 and January 31, 201 0 and income, expenses and cash flow for the 
52-week periods ended January 28,2012 and January 29,2011. 
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Impact on financial statement captions 

A summary of the impact arising from the application of the change in accounting policy is as follows: 

Consolidated Statements of Financial Position 

(Increase (decrease) in CAD millions) 

Retirement benefit asset 

Retirement benefit liability 

Net change to retirement benefit asset and liability 

Deferred tax assets 

Deferred tax liabilities 

Net change to deferred tax assets and liabilities 

Accumulated other comprehensive loss 

Retained earnings 

$ 

As at 
January 28,2012 

(187.7) 

308.2 

(495.9) 

84.0 

(43.6) 

127.6 

(141.7) 

(226.6) 

Consolidated Statements of Net Earnings (Loss) and Comprehensive Income (Loss) 

(Increase (decrease) in CAD millions. except per share amounts) 

Selling, administrative and other expenses 

Earnings before income taxes 

Deferred income tax expense 

Net earnings 

Basic net earnings per share 

Diluted net earnings per share 

Other comprehensive income 

Total comprehensive income 

Consolidated Statements of Cash Flows 

(Increase (decrease) in CAD millions) 

Net earnings 

Retirement benefit plans expense 

Income tax expense 

$ 

$ 

Please refer to Note 20 for the prior year comparative figures. 

3. Issued standards not yet adopted 

53-Week 
Period Ended 

February 2, 2013 

(24.4) 

24.4 

6.4 

18.0 

0.17 

0.17 

1.3 

19.3 

53-Week 
Period Ended 

February 2, 2013 

18.0 

(24.4) 

6.4 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the Company 
may be required to adopt in the future. Since the impact of a proposed standard may change during the review period, the Company 
does not comment publicly until the standard has been finalized and the effects have been determined. 

On December I 6, 20 I I, the lASB issued amendments to three previously released standards. They are as follows: 

1.-JS 32. Financial Instruments: Presentation ("!AS 32 '') 

The IASB amended lAS 32 to address inconsistencies in current practice in the application of offsetting criteria. The 
amendments provide clarification with respect to the meaning of 'currently has a legally enforceable right of set-off' 

and that some gross settlement systems may be considered equivalent to net settlement. These amendments are effective 
for annual periods beginning on or after January I, 20 I 4. The Company is currently assessing the impact of these 
amendments on the Company's consolidated financial statements and related note disclosures. 
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!FRS 7, Finandallnstruments: Disclosures ("!FRS 7") 

The IASB first amended !FRS 7 on October 7, 2010, to require additional disclosures regarding transfers of financial 
assets. These amendments are effective for annual periods beginning on or after July 1, 2011. The Company applied these 
amendments beginning the first quarter of its Fiscal 2012 year. 

On December 16,2011, the IASB approved amendments to IFRS 7, which establishes disclosure requirements to help 
users better assess the effect or potential effect of offsetting arrangements on a company's financial position. These 
amendments are effective for annual periods beginning on or after January 1, 2013. The Company will apply these 
amendments beginning the first quarter of its Fiscal 2013 year and is currently assessing the impact on the Company's 
disclosures. 

!FRS 9, Financial instruments ("!FRS 9") 

The IASB issued IFRS 9 on November 12,2009, which will ultimately replace lAS 39, Financial Instruments: Recognition 
and Measurement ("IAS 39"). The replacement ofiAS 39 is a three-phase project with the objective of improving and 
simplifYing the reporting for financial instruments. 

The first phase ofthe project provides guidance on the classification and measurement of financial assets. !FRS 9 was 
subsequently reissued on October 28, 2010, incorporating new requirements on accounting for financial liabilities. On 
December 16, 2011, the IASB amended the mandatory effective date of IFRS 9 to fiscal years beginning on or after 
January 1, 2015. The amendment also provides relief from the requirement to recast comparative financial statements 
for the effect of applying IFRS 9. The Company is monitoring the impact of amendments to this standard and is currently 
assessing the impact on the Company's disclosures. 

On June 16, 20 II, the IASB issued amendments to the following standard: 

!AS I, Presentation of Financial Statements ("!AS I'') 

The IASB has amended lAS 1 to require additional disclosures for items presented in OCI on a before-tax basis and 
requires items to be grouped and presented in OCI based on whether they are potentially reclassifiable to earnings or loss 
subsequently (i.e. items that may be reclassified and those that will not be reclassified to earnings or loss). These 
amendments are effective for annual periods beginning on or after July 1, 2012 and require full retrospective application. 
The Company will apply these amendments beginning the first quarter of its Fiscal 2013 year and is currently assessing 
the impact to its consolidated financial statements. 

On May 12, 20 II, the IASB issued four new standards, all of which are applicable to Annual Reporting periods beginning on or 
after January I, 2013. The Company is currently assessing the impact of these standards on its consolidated financial statements 
and related note disclosures. The following is a list and description of these standards: 

lAS 28. Investments in Associates and Joint Ventures ("!AS 28") 

lAS 28 (as amended in 20 II) supersedes lAS 28 (2003), Investments in Associates and outlines how to apply, with certain 
limited exceptions, the equity method to investments in associates and joint ventures. The standard also defines an associate 
by reference to the concept of "significant influence"' which requires power to participate in financial and operating 
policy decisions of an investee (but not joint control or control ofthose polices); 

!FRS I 0, Consolidated Financial Statements ("!FRS /0 ") 

!FRS I 0 establishes the standards for the presentation and preparation of consolidated financial statements when an entity 
controls one or more entities; 

!FRS II. Joint Arrangements ("!FRS 11") 

I FRS II replaces lAS 31, Interests in Joint I entures ("lAS 31 ") and requires that a party in a joint arrangement assess 
its rights and obligations to determine the type of joint arrangement and account for those rights and obligations 
accordingly; 

!FRS 12. Disclosure of JnvolrementJI'ith Other Entities ("/FRS 12 '') 

!FRS 12, along with !FRS II described above, replaces !AS 31. !FRS 12 requires the disclosure of information that 
enables users of financial statements to evaluate the nature of and the risks associated with, the entity's interests in joint 
ventures and the impact of those interests on its financial position, financial performance and cash flows; and 
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!FRS I 3, Fair Value Measurement ("!FRS 13 ") 

!FRS 13 provides guidance to improve consistency and comparability in fair value measurements and related disclosures 
through a 'fair value hierarchy'. This standard applies when another !FRS requires or permits fair value measurements 
or disclosures. !FRS 13 does not apply for share-based payment transactions, leasing transactions and measurements that 
are similar to, but are not fair value. 

4. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company's accounting policies, management is required to make judgments, estimates and assumptions 
with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
underlying assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of 
the revision and future periods, if the revision affects both current and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting policies, 
key assumptions concerning the future and other key sources of estimation uncertainty that have the potential to materially impact 
the carrying amounts of assets and liabilities within the next fiscal year. 

4.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits of each 
claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by internal and 
external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and 
Comprehensive Income (Loss). For additional information, see Note 16. 

4.2 lnventOTy 

4.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated based 
on historical trends that vary depending on the type of inventory. · 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is estimated 
based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical invent01y count 
data. 

4.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

4.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in the cost of 
inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and a charge 
or credit to "Cost of goods and services sold" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income 
(Loss). For additional information, see Note 7. 

,J. 3 Impairment of property. planr and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to CGUs. Determining whether the CGU 
is impaired requires an estimation of the recoverable amount of the CGU, which is the higher of the fair value less costs to sell 
and its value in use. To determine the recoverable amount of the CGU, management is required to estimate its fair value by 
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evaluating the expected future cash flow using an appropriate growth rate, the estimated costs to sell and a suitable discount rate 
to calculate the value in use. 

Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 9 and Note 10.2. 

4.4/mpairment of goodwill 

Determining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to which the 
goodwill is allocated. To determine the recoverable amount of the CGU, management is required to estimate its fair value by 
evaluating expected future cash flow using an appropriate growth rate, the estimated costs to sell and a suitable discount rate to 
calculate the value in use. 

Changes in estimates may result in changes to "Goodwill" on the Consolidated Statements of Financial Position and a charge to 
"Selling, administrative and other expenses" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income 
(Loss). For additional inf01mation, see Note 1 0.1. 

4.5 Retirement benefit liability 

The retirement benefit liability is estimated based on ce1tain actuarial assumptions, including the discount rate, inflation rate, 
salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net Earnings 
(Loss) and Comprehensive Income (Loss). For additional information, see Note 20. 

4. 6 Loyalty program deferred revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized upon 
redemption of the points for merchandise. The redemption value of the points is estimated based on historical behaviour and trends 
in redemption rates and redemption values. 

Changes in estimates may result in changes to "Deferred revenue" (current and non-current) on the Consolidated Statements of 
Financial Position and an increase or decrease to "Revenue" and/or "Cost of goods and services sold" in the Consolidated Statements 
ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 13. 

4. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar option contracts are traded over-the-counter and give holders the right to 
buy, or sell, a specified amount ofU .S. currency at an agreed upon price and date in the future. Fair values of the U.S. dollar option 
contracts are derived using a Black-Scholes valuation model. The Company is required to estimate various inputs which are used 
in this model that ar.e a combination of quoted prices and observable market inputs. The fair values of derivatives include an 
adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the Consolidated 
Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, administrative and other 
expenses" or "Other comprehensive income (loss)" in the Consolidated Statements of Net Earnings (Loss) and Comprehensive 
Income (Loss). For additional information, see Note 14. 

4.8 Prorisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to ''Cost of goods and services sold" or "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For additional information, see Note 16 . 

./.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception of the 
lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were evaluated based on 
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certain significant assumptions including the discount rate, economic life of a building, lease term and existence of a bargain 
renewal option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Principal payments on long-term 
obligations due within one year" and "Long-term obligations" on the Consolidated Statements of Financial Position and a charge 
or credit to "Selling, administrative and other expenses" and "Finance costs" in the Consolidated Statements of Net Earnings 
(Loss) and Comprehensive Income (Loss). For additional information, see Note 19. 

4.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax authorities. The Company 
applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits. If the 
result of a tax audit materially differs from the existing provisions, the Company's effective tax rate and its net earnings (loss) will 
be affected positively or negatively. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Income and 
other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of Financial Position and a charge or credit to 
"Income tax expense (recovery)" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). For 
additional information, see Note 22. 

5. Cash and cash equivalents and interest income 

Cash and cash equivalents 

The components of cash and cash equivalents were as follows: 

(in CAD millions) 

Cash 

Cash equivalents 

Government treasury bills 

Bank term deposits 

Investment accounts 

Restricted cash and cash equivalents 

Total cash and cash equivalents 

$ 

$ 

As at 
February 2, 2013 

47.6 $ 

159.9 

20.5 

9.0 

237.0 $ 

The components of restricted cash and cash equivalents are further discussed in Note 21. 

Interest income 

As at 
January 28,2012 

49.0 

199.9 

121.0 

20.3 

7.2 

397.4 

Interest income related primarily to cash and cash equivalents for the fiscal year ended February 2, 2013 totaled $4.1 million 
(20 I I: $1.7 million ). During Fiscal 2012, the Company received $2.3 million (20 II: $1.6 million ) in cash related to interest 
income. 

6. Accounts receivable, net 

The components of accounts receivable, net were as follows: 

As at As at 
(in CAD millions) Febt·uat-y 2, 2013 January 28. 2012 

Deferred receivables $ 0.9 $ 1.3 

Other receivables 75.3 114.9 

Total accounts receivable, net $ 76.2 $ 116.2 

Other receivables primarily consist of amounts due fi·om customers, amounts due from vendors and amounts due from JPMorgan 
Chase, as part of the Company's long-term credit card marketing and servicing alliance. 
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Included in the accounts receivable balances above are amounts that are past due but are not provided for, as the Company considers 
the balances to be collectible. These past due accounts receivable balances are listed below: 

(in CAD millions) 

Greater than 30 days 

Greater than 60 days 

Greater than 90 days 

Total 

7. Inventories 

$ 

$ 

As at 
February 2, 2013 

5.5 $ 
2.9 

6.8 

15.2 $ 

As at 
January 28.2012 

3.2 

3.5 

6.4 

13.1 

The amount of inventory recognized as an expense during Fiscal 2012 was $2,537.5 million (2011: $2,703.5 million), which 
includes $92.7 million (20 11: $115.4 million) of inventory write-downs. These expenses are included in "Cost of goods and services 
sold" in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

Inventory is pledged as collateral under the Company's revolving credit facility. 

8. Prepaid expenses 

The components of prepaid expenses were as follows: 

(in CAD millions) 

Rent 

Contracts 

Advertising raw materials 

Supplies 

Insurance 

Miscellaneous 

Total prepaid expenses 

$ 

$ 

As at 
February 2, 2013 

13.1 

7.9 

1.7 

3.1 

0.4 

3.9 

30.1 
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As at 
January 28, 2012 

$ 14.2 

5.2 

1.5 

3.6 

0.3 

3.1 

$ 27.9 
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9. Property, plant and equipment and investment property 

The following is a continuity of property, plant and equipment: 

Buildings and Finance Finance Equipment 
Leasehold Lease Lease and 

(in CAD millions) Land Improvements Buildings Equipment Fixtures Total 

Cost or deemed cost 

Balance at January 29, 20 II $ 231.0 $ I,I25.8 $ 37.5 $ $ I,I51.5 $ 2,545.8 

Additions 31.1 3.5 45.1 79.7 

Disposals (4.8) (17.8) (22.6) 

Balance at January 28, 2012 $ 231.0 $ 1,152.1 $ 37.5 $ 3.5 $ 1,178.8 $ 2,602.9 

Additions 29.8 11.7 40.6 82.1 

Disposals (32.2) (3.5) (45.0) (80.7) 

Balance at February 2, 2013 $ 231.0 $ 1,149.7 $ 45.7 $ 3.5 $ 1,174.4 $ 2,604.3 

Accumulated depreciation and 
impairment 
Balance at January 29, 2011 $ $ 656.4 $ 6.5 $ $ 982.2 $ 1,645.1 

Depreciation expense 1 51.0 5.5 1.0 49.3 I06.8 
Disposals (3.8) (17.2) (21.0) 

Balance at January 28,2012 $ $ 703.6 $ 12.0 $ 1.0 $ 1,014.3 $ I,730.9 

Depreciation expense 1 49.2 5.3 1.0 47.4 102.9 

Disposals (25.7) (3.5) ( 40.1) (69.3) 

lmpainnent losses (reversals) 1 $ $ 0.5 $ $ $ (0.7) $ (0.2) 
Balance at February 2, 2013 $ $ 727.6 $ 13.8 $ 2.0 $ 1,020.9 $ 1,764.3 

Total property, plant and equipment 

Net Balance at February 2, 2013 $ 231.0 $ 422.1 $ 31.9 $ 1.5 $ 153.5 $ 840.0 
Net Balance at January 28, 20I2 $ 231.0 $ 448.5 $ 25.5 $ 2.5 $ 164.5 $ 872.0 

/)epreciu!ion expense and impairmenllosses are included in ",\'ellinR. adminislratil'e and other expenses" in the ( 'onsolidared ,)'!atements (?f'Nef h'arnings (!.oss) ami 
( 'omprC!IU!IlSil'e Income (/.oss) . 

Impairment/ass 

The Company engaged independent qualified third party appraisers to conduct appraisals of its land and building properties. The 
valuation methods used to determine fair value include the direct capitalization and discounted cash flow methods for buildings 
and the direct sales comparison for land. 

During Fiscal20I2, the Company recognized an impairment loss of$1.9M on the Montreal distribution centre (20I 1: Nil). The 
impairment loss is due to the application of a lower market rent rate in the valuation model in comparison to the prior year. The 
impairment loss of $1.9M is included in "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive Income (Loss). 

During Fiscal 2012, the Company recorded an impairment loss reversal relating to leasehold improvements (net of accumulated 
amOJiization) of$2.I million in "Selling, administrative and other expenses". The impairment loss reversal was a result ofthe 
proceeds received from the agreement to surrender and terminate early the operating lease on its Deerfoot (Calgary) Full-line 
store. The Company did not record any reversals of previously recorded impairment losses during Fiscal 2011. 

lnrestmel11 property 

Investment prope1ty owned by the Company represents vacant land with no operating activity. During Fiscal 2012, there were no 
investment property additions, disposals or impairment losses. As at February 2, 2013, the carrying value and fair value of 
investment prope1ty were $21.7 million and $25.4 million, respectively (January 28,2012: $21.7 million and $23.2 million). 
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10. Goodwill and intangible assets 

10.1 Allocation of goodwill to cash generating units 

Goodwill has been allocated for impairment testing purposes to the following CGUs: 
Corbeil 
Home Improvement Product Services 

The following is a continuity of goodwill, as allocated by CGU: 

(in CAD millions) 2012 2011 

Corbeil 

Balance, beginning of fiscal year $ 2.6 $ 2.6 

Balance, end of fiscal year $ 2.6 $ 2.6 

Home Improvement Product Services 

Balance, beginning of fiscal year $ 6.1 $ 8.6 

Impairment losses (2.5) 

Balance, end of fiscal year $ 6.1 $ 6. I 

Total goodwill $ 8.7 $ 8.7 

In the assessment of impairment, management used historical data and past experience as the key assumptions in the determination 
ofthe recoverable amount. The Company completed a test for goodwill impairment on an annual basis in Fiscal2012 and Fiscal 
2011. 

The Company has made certain assumptions for the discount and terminal growth rates to reflect variations in expected future 
cash flows. These assumptions may differ or change quickly depending on economic conditions or other events. Therefore, it is 
possible that future changes in assumptions may negatively impact future valuations ofCGU's and goodwill, which would result 
in further impairment losses. 

Corbeil 

The recoverable amount of this CGU is determined based on its estimated fair value less costs to sell. The fair value was 
determined based on the present value of the estimated cash flow over a 10 year period and a terminal value equivalent to the 
present value of 5 times after-tax cash flow representing the value of the business beyond the I 0 year cash flow projection. 
Cost to sell was estimated to be 2% of the fair value, which reflects management's best estimate of the potential costs associated 
with divesting of the businesses considered. A discount rate of I 0.2% was applied to the cash flow projections based on 
management's best estimate of the CGU's weighted average cost of capital considering the risks facing the CGU. Annual 
growth rates of 5% for the first 5 years and 2% for the subsequent 5 years were used for Corbeil given the businesses' historical 
growth experience and anticipated growth. The recoverable amount was determined to be greater than the carrying value 
including the goodwill allocated to the Corbeil CGU, therefore, no impairment was identified in Fiscal2012 (2011: Nil). 

Home Improvement Product Services 

The recoverable amount of this CGU is determined based on its estimated fair value less costs to sell. The fair value was 
determined based on the present value of the estimated cash flow over a I 0 year period. Cost to sell was estimated to be 2% 
of the fair value of the business. This reflects management's best estimate of the potential costs associated with divesting of 
the business. A discount rate of 12% per annum was used, based on management's best estimate ofthe CGU's weighted average 
cost of capital considering the risks facing the CGU. The cash flow projection is based on management's best estimate given 
the new strategic relationship with SHS Services Management Inc. to commence in Fiscal2013. For additional information, 
please see Note 34. The recoverable amount was determined to be greater than the carrying value including the goodwill 
allocated to the Home Improvement Product Services CGU, therefore, no impairment was identified in Fiscal2012 (2011: 
$2.5 million). 
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10.2 Intangible assets 

The following is a continuity of intangible assets: 

Application Information 
(in CAD miflions) Software System Software Total 

Cost or deemed cost 

Balance at January 29, 2011 $ 20.0 $ 124.6 $ 144.6 

Additions 6.8 1.5 8.3 

Disposals (0.1) (0.1) 

Balance at January 28, 2012 $ 26.8 $ 126.0 $ 152.8 

Additions 8.1 5.8 13.9 

Disposals (0.4) (0.4) 

Balance at February 2, 2013 $ 34.9 $ 131.4 $ 166.3 
Accumulated amortization 

Balance at January 29, 2011 $ 10.2 $ 110.9 $ 121.1 

Amortization expense 1 3.7 4.4 8.1 

Balance atJanuary 28, 2012 $ 13.9 $ 115.3 $ 129.2 

AmOiiization expense 1 5.1 5.3 10.4 

Disposals (0.5) (0.5) 

Balance at February 2, 2013 $ 19.0 $ 120.1 $ 139.1 
Total intangible assets 

Net Balance at February 2, 2013 $ 15.9 $ 11.3 $ 27.2 
Net Balance at Janumy 28, 2012 $ 12.9 $ 10.7 $ 23.6 

Amortization expense and impairment losses are included in "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Earnings (Loss) and Comprehensive Income (Loss). No impairment losses were recognized on intangible assets for both Fiscal2012 and Fiscal 2011. 

11. Investment in joint ventures 

The Company's investment in joint ventures includes its share of income or losses from its joint venture interests in 11 shopping 
centres across Canada, most of which contain a Sears store. Joint venture investments range from 15% to 50% and are co-owned 
with Westcliff Group and Ivanhoe Cambridge Properties. The jointly controlled entities and Sears ownership interest in each as 
at February 2, 2013 are listed below: 

Entity Name 

Carrefour Richelieu Realties (St-Jerome) 

Carrefour Richelieu Realties (St-Jean) 

Carrefour Richelieu Realties (Carrefour Angrignon) 

Carrefour Richelieu Realties (Place Angrignon) 

Carrefour Richelieu Realties (Pierre Caisse) 

Carrefour Richelieu Realties (Drummondville) 

Mega-Centre Drummondville 

Societe de Gestion des Neiges Ville- Marie 

133562 Canada Inc. 

172098 Canada Inc. 

Kildonan Place 

Regionaux (Les Rivieres Shopping Centre) 

Regionaux (Les Galeries de Hull) 

Properties 

Carrefour Richelieu 

Carrefour du Nord 

Carrefour Angrignon 

Place Angrignon 

Place Pierre Caisse 

Promenades de Drummondville 

Mega Centre Drummondville 

Various land holdings in Quebec. Canada 

Various land holdings in Quebec, Canada 

Drummondville Stripmall 

Kildonan Place 

Les Rivieres Shopping Centre 

Les Galeries de Hull 

Ownership 
Joint Venture Partner Interest 

Westcliff Group 50% 

Westcliff Group 50% 

WestcliffGroup 50% 

WestcliffGroup 50% 

WestcliffGroup 50% 

WestcliffGroup 50% 

Westcliff Group 50% 

WestcliffGroup 50% 

Westcliff Group 50% 

WestclitT Group 50% 

Ivanhoe Cambridge 20% 

Ivanhoe Cambridge 15% 

Ivanhoe Cambridge 15% 

During the foUiih quarter of20 12, the Company sold its interest in Medicine Hat Mall for net proceeds of$38.3 million, recognizing 
a pre-tax gain of$8.6 million on the sale. During the third quarter of20 II, the Company sold its share of assets in Chatham Centre 
for net proceeds of $1.6 million, recognizing a pre-tax gain of $0.1 million on the sale. 
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The following represents the Company's share of investments in the assets and liabilities, revenues and expenses of the joint 
ventures: 

(in CAD millions) 

Current assets 

Non-current assets 

Total assets 

Current liabilities 

Non-current liabilities 

Total liabilities 

Investment in joint ventures 

(in CAD millions) 

Revenues 

Expenses 

Administrative and other expenses 

Impairment loss 

Finance costs 

Tax expense 

Depreciation expense 

Share of income from joint ventures 

Impairment loss 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

As at As at 
February 2, 2013 January 28,2012 

3.0 $ 6.4 

287.9 333.5 

290.9 $ 339.9 

5.8 $ 7.9 

21.7 30.6 

27.5 $ 38.5 

263.4 $ 301.4 

2012 2011 

46.2 $ 48.0 

19.8 23.3 

2.2 

1.5 2.0 

0.1 

13.2 14.3 

9.5 $ 8.3 

The Company engaged independent qualified third-party appraisers to conduct appraisals of its land and building properties. The 
valuation methods used to determine fair value include the direct capitalization and discounted cash flow methods for buildings 
and the direct ~ales comparison for land. 

During Fiscal2012, the Company recognized an impairment loss of$2.2 million on the Promenades de Drummondville property 
(20 II: Nil). The fair value oftheseassets were determined based on an independent, qualified third-pa1ty appraisal. The impairment 
loss of$2.2 million is included in "Share of income from joint ventures" in the Consolidated Statements of Net Earnings (Loss) 
and Comprehensive Income (Loss). 

12. Other long-term assets 

The components of other long-term assets were as follows: 

(in CAD millions) 

Income taxes recoverable 

Prepaid rent 

Receivables 

Investments 

Unamortized debt transaction costs 

Other long-term assets 

$ 

$ 

As at 
February 2, 2013 

13.9 

9.4 

3.3 

1.3 

6.2 

34.1 
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As at 
January 28. 2012 

$ 30.3 

11.0 

6.6 

1.3 

$ 49.2 
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13. Deferred revenue 

The components of deferred revenue were as follows: 

(in CAD millions) 

Arising from extended warranty service contracts I•J 

Arising fi·om unshipped sales (ii) 

Arising from customer loyalty program (iiiJ 

Arising from gift card issuances (iv) 

Arising from vendor partnership agreements <vJ 

Other (vi) 

Total deferred revenue 

Current 

Non-current 

Total deferred revenue 

$ 

$ 

$ 

$ 

The following explanations describe the Company's deferred revenue: 

As at As at 
February 2, 2013 January 28,2012 

151.5 $ 144.6 

60.9 65.7 

37.7 41.3 

25.5 29.1 

6.5 9.7 
6.1 6.8 

288.2 $ 297.2 

197.5 $ 208.0 

90.7 89.2 
288.2 $ 297.2 

(i) Deferred revenue arising fi·om the sale of extended warranty service contracts, which provide coverage for product repair 
services over the term of the contracts. · 

(ii) Deferred revenue arising from the sale of merchandise which has not yet been delivered to or picked up by the customer. 
The revenue is recognized once the merchandise is delivered to the customer. 

(iii) Deferred revenue arising from the Company's Sears Club loyalty program. 

(iv) Deferred revenue arising from the purchase of gift cards by customers that have not yet been redeemed for merchandise. 
At redemption of the gift card, the revenue is recognized. 

(v) Deferred revenue arising from multi-element partnership agreements with vendors. The revenue is recognized in accordance 
with the terms of the agreements. 

(vi) Other includes deferred revenue for goods that have not yet been fully delivered or services not yet rendered. The revenue 
is recognized when the goods have been delivered or by reference to the stage of completion of the service. 

14. Financial instruments 

In the ordinary course of business, the Company enters into financial agreements with banks and other financial institutions to 
reduce underlying risks associated with interest rates and foreign currency. The Company does not hold or issue derivative financial 
instruments for trading or speculative purposes. 

Financial instrument risk management 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk consists of 
foreign exchange and interest rate risk. 

1-1.1 Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's counterparties 
to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, accounts 
receivable and other long-term assets. 

75 

331 



Cash and cash equivalents, accounts receivable and investments included in other long-term assets of $314.5 million as at 
February 2, 2013 (January 28,2012: $514.9 million) expose the Company to credit risk should the borrower default on maturity 
of the investment. The Company manages this exposure through policies that require borrowers to have a minimum credit rating 
of A, and limiting investments with individual borrowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from customers as a result of ongoing credit evaluations and review of accounts 
receivable collectability. As at February 2, 2013, no customers represented greater than 10.0% oftheCompany's accounts receivable 
(January 28, 2012: one customer represented 26.5% of the Company's accounts receivable). 

14.2 Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfY financial liabilities as they come due. The 
Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet current and 
foreseeable financial requirements at a reasonable cost. 

The following table summarizes the carrying amount and the contractual maturities of both the interest and principal portion of 
significant financial liabilities as at February 2, 2013: 

Contractual Cash Flow Maturities 

Carrying Within I year to 3 years to Beyond 
(in CAD millions) Amount Total I year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 482.0 $ 482.0 $ liabilities 482.0 $ $ $ 

Long-term obligations including 
payments due within one year 1 36.1 48.4 7.6 11.6 9.7 19.5 

Operating lease obligations 2 n/a 496.7 96.7 155.2 98.9 145.9 

Minimum purchase commitments 2
•
4 n/a 17.5 5.0 12.5 

Royalties 2 n/a 2.3 1.8 0.5 
Retirement benefit plans obligations 2•

3 415.7 114.9 29.3 58.7 26.9 

$ 933.8 $ 1,161.8 $ 622.4 $ 238.5 $ 135.5 $ 165.4 

( 'ashflol1' mawrities related to long-term oh/igatiom·. including paymems due ll'ithin one yea~: inc.·/ude annual i111erest on .finance lease ohligation'i of a 11'eigh!ed 
al'erage rate l?(7.0%. The ('ompcn~r had no horrmrings on the ( 'redit Faci/i~r at Fehrucn:r 2, 2013. 

2 

3 

lvlinimum purchase commitmems. operating lease ohligations. reliremenl hene.fit plans.fimdinK oh/igations and royal fie.\· are not reported in the 
( 'onso/idatl!d ,\'taremems l?/Financ:ia/ Position 

Pt(l'ment.'i beyond 20/3 arl! suNectto a.fimding \'aluation to be ,·ompleted a.'i at /Je,·emher 3/. 1013. l/11fil the11, the ( 'ompm~r is oh/igated to.fimd in accordam·e with the 
most rece171 t•a/uation completed as af f)e,·emher 31, 20/0. 

( 'ertain l'endors require minimum purchase commifmem!el'e!.'i Ol'er !he term l?(fhe comract. 

Management believes that cash on hand, future cash flow generated from operations and availability of current and future funding 
will be adequate to support these financial liabilities. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 

N.3 Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar denominated 
assets and liabilities and purchases of goods or services. As at February 2, 2013 and January 28,2012, there were no contracts 
outstanding and therefore no derivative financial assets nor derivative financial liabilities were recognized in the Consolidated 
Statements of Financial Position. 

During Fiscal2012, the Company recorded a loss of$0.6 million (2011: gain of$0.9 million), relating to the translation or settlement 
of U.S. dollar denominated monetary items consisting of cash and cash equivalents, accounts receivable and accounts payable. 

The period end exchange rate was 1.0027 U.S. dollar to Canadian dollar. A 10% appreciation or depreciation of the U.S. and or 
the Canadian dollar exchange rate was determined to have an after-tax impact on net earnings (loss) of$4.3 million for U.S. dollar 
denominated balances included in cash and cash equivalents, accounts receivable and accounts payable. 
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14.4 interest rate risk 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage exposure 
to interest rate risks. As at February 2, 2013, the Company had no interest rate swap contracts in place (January 28, 2012: nil). 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets and 
liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and cash equivalents and borrowings under the secured revolving credit facility are subject to interest rate risk. The total 
subject to interest rate risk as at February 2, 2013 was a net asset of$238.3 million (January 28,2012: net asset of$297.7 million). 
An increase or decrease in interest rates of0.25% would cause an immaterial after-tax impact on net (loss) earnings. 

14.5 Classification and fair value of financial instruments 

The estimated fair values of financial instruments presented are based on relevant market prices and information available at those 
dates. The following table summarizes the classification and fair value of certain financial instruments as at the specified dates. 
The Company determines the classification of a financial instrument when it is initially recorded, based on the underlying purpose 
of the instrument. As a significant number of the Company's assets and liabilities, including inventories and capital assets, do not 
meet the definition of financial instruments, values in the tables below do not reflect the fair value of the Company as a whole. 

The fair value of financial instruments are classified and measured according to the following three levels, based on the fair value 
hierarchy. 

Level 1: Quoted prices in active markets for identical assets or liabilities 
Level2: Inputs other than quoted prices in active markets that are observable for the asset or liability either directly (i.e. 
as prices) or indirectly (i.e. derived from prices) 
Level 3: Inputs for the asset or liability that are not based on observable market data 

(in CAD mi!lions) 

Classification 

Available for sale 

Cash equivalents 

Cash equivalents 

Fair value through profit or loss 

Long-term investments 

Balance Sheet Category 

Cash and cash equivalents' 

Cash and cash equivalents' 

Other long-term assets 

1 
/meres! im:o1111! related to cash and c:ash equil·alenfs is disclosed i11 Nme 5. 

Fair Value 
Hierarchi 

Level I 

Level2 

Level3 

As at 
February 2, 2013 

159.9 

20.5 

1.3 

As at 
January 28. 20 I 2 

199.9 

20.3 

1.3 

All other assets that are financial instruments not listed in the chart above have been classified as "Loans and receivables". All 
other financial instrument liabilities have been classified as "Other liabilities" and are measured at amortized cost in the Consolidated 
Statements of Financial Position. The carrying value of these financial instruments approximate fair value given that they are 
short-term in nature. 
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15. Accounts payable and accrued liabilities 

The components of"Accounts payable and accrued liabilities" as included in the Consolidated Statements of Financial Position 
were as follows: 

As at As at 
(in CAD millions) February 2, 2013 January 28,2012 

Total accounts payable $ 305.7 $ 401.9 

Payroll and employee benefits 29.1 28.7 

Merchandise accruals 71.0 45.3 

Short-term leasehold inducements 9.8 8.4 

Advertising accruals 12.4 12.7 

Other accrued liabilities 54.0 79.8 

Total accrued liabilities $ 176.3 $ 174.9 

Total accounts payable and accrued liabilities $ 482.0 $ 576.8 

16. Provisions 

The following is a continuity which shows the change in provisions during Fiscal 20 I2 and Fiscal 20 II: 

As at Additional Release of Reversed As at 
(in CAD millions) January 28. 2012 Provisions Provisions Provisions February 2, 2013 

Insurance (tJ $ I9.4 $ 0.2 $ (1.3) $ $ 18.3 
Returns and allowances (iiJ 12.2 9.8 (9.0) 13.0 
Warranties <iiiJ 11.0 0.3 (0.2) (O.I) 11.0 
Sales tax <ivJ 1.6 2.5 (0.3) ( I.4) 2.4 
Severance (vJ 13.5 I9.3 (16.0) (2.1) 14.7 
Environmental <viJ 4.6 2.9 ( 1.3) ( I.4) 4.8 
Other provisions (vii) 3.0 1.1 (1.2) (0.4) 2.5 

Total provisions $ 65.3 $ 36.1 $ (29.3) $ (5.4) $ 66.7 

Current $ 64.8 $ 36.I $ (29.2) $ (5.4) $ 66.3 
Non-current <iiiJ 0.5 (0.1) 0.4 

Total provisions $ 65.3 $ 36.I $ (29.3) $ (5.4) $ 66.7 

As at Additional Release of Reversed As at 
(in CAD millions) January 29. 2011 Provisions Provisions Provisions January 28, 2012 

Insurance (tJ $ 23.8 $ 1.4 $ (5.8) $ $ 19.4 
Returns and allowances <iiJ I4.3 12.2 ( 14.3) I2.2 
Warranties (iiil 13.1 (2.1) 11.0 
Sales tax <ivJ 5.4 (3.8) 1.6 
Severance (vl 2.7 12.9 (2.1) 13.5 
Environmental <viJ 5.0 2.9 (2.0) ( 1.3) 4.6 
Other provisions <viiJ 1.6 2.7 (1.3) 3.0 

Total provisions $ 65.9 $ 32.1 $ (31.4) $ ( 1.3) $ 65.3 

Current $ 65.3 $ 32.1 $ (31.3) $ (1.3) $ 64.8 
Non-current <iiil 0.6 (0.1) 0.5 

Total provisions $ 65.9 $ 32.I $ (31.4) $ (1.3) $ 65.3 
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The following explanations describe the Company's provisions: 
(i) The provision for insurance, or general liability claims, represents the Company's best estimate of the future outflow of 

economic resources due to automobile, product and other general liability claims. Insurance claims relating to this provision 
are expected to be paid over the next several years; however, as the Company has no unconditional right to defer the 
settlement past at least 12 months, this provision is considered to be current. In estimating the obligation associated with 
incurred losses, the Company utilizes actuarial methodologies validated by an independent third party. 
These actuarial methodologies utilize historical data to project future incurred losses. Loss estimates are adjusted based 
on reported claims and actual settlements. 

(ii) The provision for returns and allowances represents the Company's best estimate of the future outflow of economic 
resources due to merchandise returns and allowances. Returns and allowances relating to this provision are expected to be 
realized over the next 12 months. Uncertainty exists relating to the amount and timing of returns and allowances, therefore, 
historical data has been used to arrive at this estimate. 

(iii) The provision for warranty claims represents the Company's best estimate of the future outflow of economic resources 
that will be required due to the Company's warranty obligations. Costs incurred to service warranty claims relating to this 
provision are expected to be paid out over the next 2 years. Uncertainty exists relating to the number of incidents requiring 
merchandise repair and the related costs. This provision is estimated based on historical warranty trends and costs. The 
amount of expected reimbursements recorded as at February 2, 2013 was $2.6 million (January 28, 2012: $2.3 million) 
and is reflected in "Accounts receivable, net" and "Other long-term assets" in the Consolidated Statements of Financial 
Position. The provision for warranty claims is comprised of both a current (claims realized within 12 months) and non
current component (claims realized between 13 and 24 months), with the balances respectively reflected in "Provisions" 
and "Other long-term liabilities" (see Note 18) in the Consolidated Statements of Financial Position. 

(iv) The Company maintains provisions for sales tax assessments under active discussion, audit, dispute or appeal with tax 
authorities. These provisions represent the Company's best estimate of the amount expected to be paid based on qualitative 
and quantitative assessments. Though uncertainty exists around the timing of settlement of the disputes or appeals with 
tax authorities, the Company expects that sales tax provisions will be settled within 4 years. However, as the Company 
has no unconditional right to defer the settlement of these provisions past at least 12 months, these provisions are classified 
as current. 

(v) The provision for severance represents the Company's best estimate of the future outflow of pay·ments to terminated 
employees who have made claims. Uncertainty exists relating to the amount of severance that will be awarded in comi 
proceedings. As the Company has no unconditional right to defer these payments past 12 months, this provision is classified 
as current. 

(vi) The environmental proviSion represents the costs to remediate environmental contamination associated with 
decommissioning auto centres as well as the cost to remove asbestos to meet regulatory requirements. The provision is 
based on assessments conducted by third parties as well as historical data. Given the timing of payments to remediate is 
uncertain and that the Company has no unconditional right to defer these payments past at least 12 months, this provision 
is classified as current. 

(vii)The provisions for other represent the Company's best estimate of various reserves relating to the future outflow of economic 
resources due to obligations for miscellaneous claims. The estimates for these provisions have been made on the basis of 
information currently available to determine the obligations. These provisions are classified as current. 

17. Long-term obligations and finance costs 

Long-term obligations 

Total outstanding long-term obligations were as follows: 

(in CAD millions) 

Finance lease obligations - Current 

Total principal payments on long-term obligations due within one year 

Secured revolving credit facility, net 

Finance lease obligations- Non-current 

Total long-term obligations 

79 

$ 

$ 

$ 

As at As at 
February 2, 2013 January 28. 2012 

5.2 5.1 

5.2 $ 5.1 

$ 93.1 

30.9 24.5 

30.9 $ 117.6 

335 



The Company's debt consists of a secured credit facility and finance lease obligations. In September 2010, the Company entered 
into an $800.0 million senior secured revolving credit facility (the "Credit Facility") with a syndicate of lenders with a maturity 
date of September 10, 20 I 5. The Credit Facility is secured with a first lien on inventory and credit card receivables. Availability 
under the Credit Facility is determined pursuant to a borrowing base formula. Availability under the Credit Facility was $501.5 
million as at February 2, 2013 (January 28,2012: $415.1 million). The current availability may be reduced by reserves currently 
estimated by the Company to be approximately $300.0 million, which may be applied by the lenders at their discretion pursuant 
to the Credit Facility agreem~nt. As a result of judicial developments relating to the priorities of pension liability relative to certain 
secured obligations, the Company has executed an amendment to its Credit Facility agreement which would provide additional 
security to the lenders, with respect to the Company's unfunded pension liability by pledging certain real estate assets as collateral, 
thereby partially reducing the potential reserve amount the lenders could apply by up to $150.0 million. The potential additional 
reserve amount may increase or decrease in the future based on estimated net pension liabilities. 

The Credit Facility contains covenants which are customary for facilities of this nature and the Company was in compliance with 
all covenants as at February 2, 20 13. 

As at February 2, 2013, the Company had no borrowings on the Credit Facility and had unamortized transaction costs incurred to 
establish the Credit Facility of $6.2 million included in "Other long-term assets" in the Consolidated Statements of Financial 
Position (January 28,2012: borrowings of$93.1 million, net of unamortized transaction costs of$8.0 million, included in "Long
term obligations"). In addition, the Company had $19.7 million (January 28, 2012: $6.3 million) of standby letters of credit 
outstanding against the Credit Facility. These letters of credit cover various payments including third party payments, utility 
commitments and defined benefit plan deficit funding (See Note 20 for additional information on Retirement benefits plans). 
Interest on drawings under the Credit Facility is determined based on bankers' acceptance rates for one to three month terms or 
the prime rate plus a spread. Interest amounts on the Credit Facility are due monthly and are added to principal amounts outstanding. 

As at February 2, 2013, the Company had outstanding merchandise letters of credit of U.S. $7.9 million (January 28, 2012: U.S. 
$5.5 million) used to support the Company's offshore merchandise purchasing program with restricted cash and cash equivalents 
pledged as collateral. 

Finance costs 

Interest expense on long-term obligations, including finance lease obligations, the current portion of long-term obligations, 
amortization of transaction costs and commitment fees on the unused portion ofthe Credit Facility for Fiscal 2012 totaled $9.4 
million (201 I: $9.3 million). Interest expense is included in "Finance costs" in the Consolidated Statements ofNet Earnings (Loss) 
and Comprehensive Income (Loss). Also included in "Finance costs" for Fiscal2012, were $3.9 million (201 I: $5.2 million) of 
interest on accruals for uncertain tax positions and nil (201 I: $1.5 million) related to interest on a sales tax assessment. 

The Company's cash payments for interest on long-term obligations, including finance lease obligations, the current potiion of 
long-term obligations and commitment fees on the unused portion of the Credit Facility for Fisca1201 2 totaled $7.7million (201 I: 
$6.8 million). 

18. Other long-term liabilities 

The components of other long-term liabilities were as follows: 

(in CAD millions) 

Leasehold inducements 

Straight-line rent liability 

Miscellaneous 

Total other long-term liabilities 

$ 

$ 

As at As at 
February 2, 2013 January 28, 2012 

67.1 $ 66.8 

5.0 6.4 

2.6 2.6 

74.7 $ 75.8 

The non-current potiion ofthe warranties provision (see Note 16) is reflected in the miscellaneous component of"Other long
term liabilities" in the Consolidated Statements of Financial Position. 
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19. Leasing arrangements 

19.1 Finance lease arrangements- Company as lessee 

As at February 2, 2013, the Company had finance lease arrangements related to the building and equipment components of certain 
leased properties, which include retail, office and warehouse locations. The related land components of these properties have been 
separately classified as operating leases. The buildings and equipment held under finance leases are used in the normal course of 
operations and do not contain significant unusual or contingent lease terms or restrictions. Building leases typically run for a period 
of 1 to 10 years, with some leases providing an option to renew after that date. Equipment leases typically run for a period of 1 
to 5 years, with some leases providing an option to renew after that date. 

Finance lease buildings and equipment are included in the Consolidated Statements of Financial Position under "Property, plant 
and equipment." Note 9 provides further details on the net carrying value of these assets, which as at February 2, 2013 was $33.4 
million (January 28, 2012: $28.0 million). 

As at February 2, 2013, the corresponding finance lease obligations, current and non-current, were $5.2 million ( Janumy 28, 2012: 
$5.1 million) and $30.9 million (January 28,2012: $24.5 million), included in the Consolidated Statements of Financial Position 
under "Principal payments on long-term obligations due within one year" and "Long-term obligations," respectively (see Note 
17). 

The table below presents the future minimum lease payments of the Company's finance lease obligations: 

As at As at 
February 2, 2013 January 28, 2012 

Finance Future Present value of Finance Future Present value of 
lease finance minimum le.ase lease finance minimum lease 

(in CAD millions) payments costs payments payments costs payments 

Within 1 year $ 7.6 $ 2.4 $ 5.2 $ 7.0 $ 1.9 $ 5.1 

2 years 6.5 2.1 4.4 6.0 1.5 4.5 

3 years 5.1 1.9 3.2 4.8 1.2 3.6 

4 years 4.8 1.6 3.2 3.3 1.1 2.2 

5 years 4.9 1.4 3.5 3.1 0.9 2.2 

Thereafter 19.5 2.9 16.6 14.2 2.2 12.0 

Total minimum payments $ 48.4 $ 12.3 $ 36.1 $ 38.4 $ 8.8 $ 29.6 

Interest on finance lease obligations is recognized immediately in "Finance costs" in the Consolidated Statements ofNet Earnings 
(Loss) and Comprehensive Income (Loss) (see Note 17). Included in total "Finance costs" in Fiscal2012, was $2.4 million (2011: 
$2.2 million) of interest related to finance lease obligations. 

19.2 Operating lease arrangements- Company as lessor 

The Company has a number of agreements to sub-lease premises to third parties, which are all classified as operating leases. 
During Fiscal 2012, total sub-lease income from leased premises was $3.0 million (2011: $2.8 million). 

As at February 2, 2013, total future minimum lease payments receivable from third party tenants were $10.3 million (20 II: $9.7 
million). 

19.3 Operating lease arrangements- Company as lessee 

As at February 2, 2013, the Company had operating lease arrangements related to leased retail and office properties as well as 
equipment assets. The leases typically run for a period of I to I 0 years, with some leases providing an option to renew after that 
date. Some leases include additional or contingent rent payments that are based on sales and step rent payments which are recognized 
on a straight-line basis over the term of the lease. During Fiscal 2012, contingent rent recognized as an expense in respect of 
operating leases totaled $0.9 million (20 11: $0.9 million). Rental expense for all operating leases totaled $105.6 million in Fiscal 
2012 (2011: $103.4 million). These expenses are included in "Selling. administrative and other expenses" in the Consolidated 
Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 
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The table below presents the contractual maturities offuture minimum lease payments for the Company's operating leases: 

(in CAD millions) 

Within 1 year 

2 years 

3 years 

4 years 

5 years 

Thereafter 

Total operating lease obligations 

As at 
February 2, 2013 

$ 96.7 
85.1 

70.1 
52.9 
46.0 

145.9 
$ 496.7 

Operating lease obligations are not reported in the Consolidated .)'tatemems ofFinancia/ Position 

20. Retirement benefit plans 

As at 
January 28, 2012 

$ 102.7 

86.2 

66.8 

55.9 

42.1 

156.4 

$ 510.1 

The Company currently maintains a defined benefit registered pension plan and a defined contribution registered pension plan 
which covers eligible, regular full-time associates as well as some of its part-time associates. The defined benefit plan provides 
pensions based on length of service and final average earnings. In addition to a registered retirement savings plan, the pension 
plan includes a non-registered supplemental savings arrangement in respect to the defined benefit plan. The non-registered portion 
of the plan is maintained to enable certain associates to continue saving for retirement in addition to the registered limit as prescribed 
by the Canada Revenue Agency. The Company also maintains a defined benefit non-pension post retirement plan which provides 
life insurance, medical and dental benefits to eligible retired associates through a health and welfare trust ("Other Benefits Plan"). 
Also provided for under the health and welfare trust are short-term disability payments for active associates. The Company's 
accounting policies related to retirement benefit plans are described in Note 2.15. 

In July 2008, the Company amended its pension plan and introduced a defined contribution component. The defined benefit 
component continues to accrue benefits related to future compensation increases although no further service credit is earned. In 
addition, the Company no longer provides medical, dental and life insurance benefits at retirement for associates who had not 
achieved the eligibility criteria for these non-pension post retirement benefits as at December 31, 2008. Effective December 2009, 
the Company made the decision to change funding for non pension post retirement benefits from an actuarial basis to a pay-as
you-go basis to allow the surplus in the health and welfare trust to be utilized to make benefit payments. In addition, to further 
utilize the surplus, short-term disability payments of eligible associates are paid on a pay-as-you-go basis from the health and 
welfare trust and are no longer funded by the Company. 

In the fourth quarter of20 12, the Company made a voluntary offer to settle health and dental benefits of eligible members covered 
under the non-pension post retirement plan. Based on the accepted offers, the Company paid $18.1 million and recorded a pre
tax settlement gain of$21.1 million ($21.9 million net of$0.8 million of expenses), as shown on the Consolidated Statements of 
Net Earnings (Loss) and Comprehensive Income (Loss). 

The Company early adopted the amendments to lAS 19 beginning January 29,2012, with retrospective application to prior reporting 
periods. A description of the nature of the change in accounting policy and a summary of its impact to the Company's consolidated 
financial statements are included in Note 2. 

Risks associated ll'ith retirement benefit plans 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New regulations 
and market driven changes may result in changes in the discount rates and other variables which would result in the Company 
being required to make contributions in the future that differ significantly from the estimates. Management is required to use 
assumptions to account for the plans in conformity with !FRS. However, actual future experience will differ from these assumptions 
giving rise to actuarial gains or losses. In any year, actual experience differing from the assumptions may be material. 

Plan assets consist primarily of cash, alternative investments and marketable equity and fixed income securities. The value of the 
marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and annual pension 
expense are determined by independent actuaries and through the use of a number of assumptions. Although the Company believes 
that the assumptions used in the actuarial valuation process are reasonable, there remains a degree of risk and uncertainty which 
may cause results to differ from expectations. Significant assumptions in measuring the benefit obligations and pension plan costs 
include the discount rate and the rate of compensation increase. 
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Asset-liability matching strategies 

Beginning in Fiscal 2011, the Company adopted an asset-liability matching strategy in the Other Benefits Plan wherein assets are 
invested in accordance with a short-term fixed income mandate. The current portfolio is primarily bonds with maturities not 
exceeding two years. This investment strategy is aligned with the expected use ofthe assets, which is to fund the Company's 
retiree health benefits and short-term disability payments within the next two years. 

Plan amendments, curtailments and settlements 

In Fiscal 2012, the Company amended the non-registered supplemental savings arrangement in respect to the defined benefit plan 
to allow the use of letters of credit to satisfy the funding requirement of its deficit. At February 2, 2013 a letter of credit with a 
notional value of$4.6 million was on deposit with the Trustee for the non-registered portion of the defined benefit plan. 

In January 2013, the Company announced the tennination of700 associates. This event did not require the recording of a curtailment 
as its impact on the pension plan was not significant. 

Maturity profile of retirement benefit plan obligations 

The weighted average durations of the Registered Retirement Plans, Non-registered Pension Plan and Other Benefit Plan are all 
approximately 11 years. 

The Company's contractual cash flow maturity relating to retirement benefit plan obligation payments is included under "Liquidity 
Risk" in Note 14. 
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20.1 Retirement benefit asset and liability 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at January 31. 
The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 2010. The next actuarial 
valuation assessment is required as of December 31,2013. An actuarial valuation ofthe health and welfare trust is performed at 
least every 3 years, with the last valuation completed as of September 1, 2011. 

2012 2011 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Defined benefit plan assets 

Fair value. beginning balance $ 1,178.9 $ 49.3 $ 68.7 $1,296.9 $ 1,241.7 $ 47.4 $ 89.9 $1,379.0 
Interest income 54.0 2.3 2.6 58.9 64.8 2.6 4.1 71.5 
Remeasurement gain (loss) on retum 
on plan assets 73.7 0.1 (1.9) 71.9 (14.8) ( 1.6) ( 1.0) (17.4) 
Employer contributions 32.7 1.5 18.8 53.0 0.9 6.4 0.7 8.0 
Administrative expenses (0.4) (0.4) (0.5) (0.1) (0.6) 
Benefits paid 1 (119.8) (3.7) (43.7) (167.2) (113.2) (5.5) (24.9) (143.6) 

Fair value of plan assets, ending balance $ 1,219.1 $ 49.5 $ 44.5 $1,313.1 $ 1,178.9 $ 49.3 $ 68.7 $1,296.9 
Defined benefit plan obligations 

Accrued obligations, beginning balance $ 1,377.7 $ 50.1 $ 321.4 $1,749.2• $ 1,354.7 $ 47.8 $ 302.7 $1,705.2 
Total current service cost 0.9 0.9 0.9 0.9 
Interest cost 62.6 2.3 14.4 79.3 70.9 2.5 15.8 89.2 
Benefits paid (119.8) (3.7) (35.6) (159.1) ( 113.2) (5.5) (16.4) (135.1) 
Settlement gain (21.9) (21.9) 
Actuarial losses 62.7 1.7 16.0 80.4 64.4 5.3 19.3 89.0 

Accrued plan obligations, ending balance $ 1,384.1 $ 50.4 $ 294.3 $1,728.8 $ 1,377.7 $ 50.1 $ 321.4 $1,749.2 
Funded status of plan- (deficit) (165.0) (0.9) (249.8) (415.7) (] 98.8) (0.8) (252.7) (452.3) 
Retirement benefit I iabil ity at end of fiscal 

$ (165.0) year, net $ (0.9) $ (249.8) $ (415.7) $ (198.8) $ (0.8) $ (252.7) $ (452.3) 

The retirement benefit liability is included in the Company's Consolidated Statements of Financial Position as follows: 

Retirement benefit liability $ (165.0) $ (0.9) $ (249.8) $ (415.7) $ (] 98.8) $ (0.8) $ (252.7) $ (452.3) 
Retirement benefit liability at end of fiscal 

$ (165.0) $ (0.9) $ (249.8) $ (415.7) $ (198.8) $ (0.8) $ (252.7) $ (452.3) year, net 

Hene.fits paid.fhnnlhe.fimded assets inc:lude retiree hene_/if.\' and short-term disahiluy c?f'm:rire emplt~vee.\·. ( Jther benefits consist c?(retiree healrh and ~lema/ 
claims. 
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20.2 Fair ralue of plan assets 

The fair value of plan assets disaggregated by asset class and fair value hierarchy level as at February 2, 2013 and January 28, 
20 12 was as follows: 

As at As at 
February 2, 2013 January 28, 2012 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
Plans Plan Plan Total Plans Plan Plan Total 

Cash and cash equivalents 

Level 1 $ 41.2 s 25.2 $ 0.1 $ 66.5 $ 25.5 $ 26.3 $ $ 51.8 

Subtotal 41.2 25.2 0.1 66.5 25.5 26.3 51.8 

C01porate bonds and notes 

Level 1 

Leve12 604.7 12.3 617.0 550.8 18.6 569.4 

Level3 59.7 0.9 60.6 63.1 0.9 64.0 

Subtotal 664.4 13.2 677.6 613.9 19.5 633.4 

U.S. Government bonds and securities 

Level 1 0.1 0.1 

Level2 0.9 0.9 1.8 1.8 

Subtotal 0.9 0.9 1.9 1.9 

Common stock. preferred stock and RElTS 

Levell 181.7 181.7 219.6 219.6 

Level2 0.9 0.9 

Subtotal 181.7 181.7 220.5 220.5 

Common or collective tmsts 

Levell 

Level2 251.8 24.3 276.1 282.9 23.0 305.9 

Level3 

Subtotal 251.8 24.3 276.1 282.9 23.0 305.9 

Short-term collective investment funds 

Level I 

Level2 66.0 0.8 66.8 6.4 0.9 7.3 

Subtotal 66.0 0.8 66.8 6.4 0.9 7.3 

Hedgejimds, options andfittures 

Level 2 

Level 3 3.0 3.0 15.4 0.2 15.6 

Subtotal 3.0 3.0 15.4 0.2 15.6 

Receivables 

Level I 6.8 0.5 7.3 9.7 0.7 10.4 

Level2 (0.8) (0.8) (7.1) (7.1) 

Subtotal 6.0 0.5 6.5 2.6 0.7 3.3 

Afiscellaneous other assets 

Level I 

Level2 4.1 29.9 34.0 9.8 47.4 57.2 

Level3 

Subtotal 4.1 29.9 34.0 9.8 47.4 57.2 

Total fair value of plan assets s 1,219.1 s 49.5 s 44.5 $ 1,313.1 $ 1.178.9 $ 49.3 $ 68.7 $ I ,296.9 

The three levels of the fair value hierarchy referenced above are discussed in Note 14.5. 
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20.3 Plan assets investment allocation 

During Fiscal20 11, the Company changed the target asset allocation to 55-75% fixed income and 25-45% equity for the registered 
and non-registered pension plans. For the assets in the health and welfare trust, included in Other Benefit Plans, the Company 
changed the asset allocation to I 00% fixed income. As at the end of Fiscal 2012 and 2011, the assets were in line with the target 
allocation range, with the transitioning of assets from alternative investments near completion. The asset allocation may be changed 
from time to time in terms of weighting between fixed income, equity and other asset classes as well as within the asset classes 
themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the Company's 
funding policies and expected returns on various asset classes. To develop the expected long-term rate of return on assets assumption, 
the Company considered the historical returns and the future expectations for returns for each asset class, as well as the target 
asset allocation of the pension portfolio. 

At as the end of the current and prior fiscal years, plan assets were invested in the following classes of securities: 

As at As at 
February 2, 2013 January 28, 2012 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
Plans Plan Plan Plans Plan Plan 

Fixed income securities 72.3% 66.5% 100.0% 69.8% 69.5% 99.7% 

Alternative investments 0.2% -% -% 1.3% 0.4% 0.3% 

Equity securities 27.5% 33.5% -% 28.9% 30.1% -% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

20.4 Pension assumptions 

The significant actuarial assumptions were as follows (weighted average assumptions) as at February 2, 2013 and January 28, 
2012: 

Discount rate used in calculation of 
Accrued benefit plan obligations 

Benefit plans expense 

Rate of compensation increase used in calculation of 
Accrued benefit plan obligations 

Benefit plans expense 

Expected long-term rate of retum on plan assets used in 
calculation of benefit plans expense 

Health care cost trend rates 

Used in calculation of accrued benefit plan 
obligations 

Used in calculation of benefit plans expense 

Cost trend rate dec! ines to 

Year that the rate reaches assumed constant 

Registered 
Retirement 

Plans 

4.20% 

4.20% 

3.50% 

3.50% 

4.20% 

As at 
February 2, 2013 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

4.20% 4.20% 

4.20% 4.20% 

3.50% 3.50% 

3.50% 3.50% 

4.20% 4.20% 

6.14% 

6.23% 

3.82% 

2030 
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As at 
January 28. 2012 

Non-
Registered Registered Other 
Retirement Pension Benefits 

Plans Plan Plan 

4.70% 4.70% 4.60% 

4.70% 4.70% 4.60% 

3.50% 3.50% 3.50% 

3.50% 3.50% 3.50% 

4.70% 4.70% 4.60% 

6.23% 

6.78% 

3.82% 

2030 
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20.5 Sensitivity of significant actuarial assumptions 

The following table summarizes the sensitivity of significant actuarial assumptions on the Company's defined benefit 
obligation: 

2012 2011 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Plans Plan Plan 

Discount rate sensitivity 

Accrued benefit plan obligations 

1% increase in discount rate $ (153.4) $ (4.8) $ (29.6) $ (150.2) $ (5.0) (31.0) 
1% decrease in discount rate 190.5 5.7 35.5 187.7 6.0 37.0 

Benetlt plans expense 

1% increase in discount rate (6.7) (0.3) 0.8 (8.1) (0.1) 0.2 
1% decrease in discount rate 5.1 0.2 (1.2) 6.1 (0.5) 

Rate of compensation increase sensitivity 

Accrued benefit plan obligations 

0.5% increase in rate of 
18.5 0.5 n/a 21.9 1.0 n/a compensation increase 

0.5% decrease in rate of 
(16.4) (0.3) n/a (19.4) (0.6) n/a compensation increase 

Benefit plans expense 

0.5% increase in rate of 
1.0 n/a 1.1 n/a compensation increase 

0.5% decrease in rate of 
(0.9) n/a ( 1.0) n/a compensation increase 

Health care cost trend rate sensitivity 

Accrued benefit plan obligations 

1% increase in health care trend 
n/a n/a 30.7 n/a n/a 29.2 rate 

I% decrease in health care trend 
n/a n/a (26.1) n/a · n/a (25.0) rate 

Benefit plans expense 

I% increase in health care trend 
n/a n/a 1.3 n/a n/a 1.8 rate 

I% decrease in health care trend 
n/a n/a (1.2) n/a n/a (1.8) rate 

The methods and assumptions used in determining the above sensitivity are consistent with the methods and assumptions used 
to determine the pension plan obligations and with the methods and assumptions used in Fiscal 2011. 
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20.6 Retirement benefit plans expense and contributions 

The expense for the defined benefit, defined contribution and other benefit plans for Fiscal20 12 and Fisca120 11, was as follows: 

2012 2011 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Current service cost. net of 
employee contributions $ 0.9 $ $ $ 0.9 $ 0.9 $ $ $ 0.9 
Net interest 8.7 (0.1) 11.8 20.4 6.1 (0.1) 11.7 17.7 
Settlement gain (21.9) (21.9) 
Administrative expenses 0.4 0.4 0.5 0.1 0.6 
Net defined benefit plans 

$ 10.0 $ (0.1) $ (10.1) $ (0.2) $ 7.5 $ (0.1) $ 11.8 $ 19.2 expense (income) 

Net defined contribution plan 
expense 9.7 0.2 9.9 10.7 0.3 11.0 
Total retirement benefit plans 
expense (income) 1 $ 19.7 $ (0.1) $ (9.9) $ 9.7 $ 18.2 $ (0.1) $ 12.1 $ 30.2 

Not included in total expense recognized are short-term disability paymenfs of SR. 1 million (20/ 1: SN.-Imillion) thatll'ere paidfi·om the health and ll'e({Gre trust. Both 
short-term disability and the retireme/11 hene.fil plans expense are indzrded in "Selling, administratil'e and of her expenses", unless disclosed elsewhere. in the 
Compm~l' .\· ( 'onso/idated S'tatemems ofNet Horning.\· (Los.\) and ( 'omprehensil·e Income (Los.\). 

Total cash contributions made by the Company to its defined benefit, defined contribution and other benefit plans, including 
payments to settle health and dental benefits of eligible members covered under the non-pension post retirement plan, for the fiscal 
year ended February 2, 2013 were $63.0 million (2011: $17.9 million). For Fiscal 2013, it is estimated that the Company will 
make contributions of approximately $44.5 million to its defined benefit, defined contribution and other benefit plans, which 
include funding obligations as described in Note 14.2. 

20. 7 Remeasurements of the net defined retirement benefit liability 

2012 2011 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Actuarial gain (loss) on 
difference between expected 
interest income and actual return 
on plan assets $ 73.7 $ 0.1 $ (1.9) $ 71.9 $ ( 14.8) $ (1.6) $ (1.0) $ (17.4) 
Actuarial gain (loss) due to 
change in demographic 19.0 0.3 (0.6) 18.7 
Actuarial loss due to change in 
financial assumptions (80.9) (2.5) (16.0) (99.4) (108.6) (3.6) (27.0) (139.2) 
Actuarial gain (loss) due to all 
other experiences 18.2 0.8 19.0 25.2 (2.0) 8.2 31.4 
Total pre-tax remeasurement 

$ 11.0 $ (1.6) $ (17.9) $ (8.5) $ (79.2) $ (6.9) $ (20.4) $ (1 06.5) losses 
Income tax recovery on 

3.5 27.4 remeasurement losses 

Total remeasurement losses. net 
of income taxes 1 $ (5.0) $ (79.1) 

Total remeasurementlosses. net of income taxes. are included in ··orher comprehensiw loss·· in the Compa1~1· :S Consolidated Statements o.f.Vet 
Earnings (Loss) and Comprehensh·e Income (Loss). 

The actuarial losses associated with changes in financial assumptions are due to changes in the discount rate. The discount rate 
as at February 2, 2013 decreased 0.5% for the Registered Retirement Plans and the Non-registered Pension Plan (20 II: a decrease 
of0.7%), and 0.4% for the Other Benefits Plan (2011: a decrease of0.8%). 
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21. Contingent liabilities 

21.1 Legal Proceedings 

The Company is involved in various legal proceedings incidental to the normal course ofbusiness. The Company takes into account 
all available information, including guidance from experts (such as internal and external legal counsel) at the time of reporting to 
determine if it is probable that a present obligation (legal or constructive) exists, if it is probable that an outflow of resources 
embodying economic benefit will be required to settle such obligation and whether the Company can reliably measure such 
obligation at the end of the reporting period. The Company is of the view that, although the outcome of such legal proceedings 
cannot be predicted with certainty, the final disposition is not expected to have a material adverse effect on the Company's 
Consolidated Financial Statements, including its Consolidated Statements of Financial Position, Consolidated Statements ofNet 
Earnings (Loss) and Comprehensive Income (Loss), and Consolidated Statements of Cash Flows. 

21.2 Commitments and guarantees 

Commitments 

As at February 2, 2013, cash and cash equivalents that are restricted represent cash and investments pledged as collateral for letter 
of credit obligations issued under the Company's offshore merchandise purchasing program of$9.0 million (January 28,2012: 
$7.2 million), which is the Canadian equivalent of U.S. $9.0 miiiion (January 28,2012: U.S. $7.2 million). 

The Company has certain vendors which require minimum purchase commitment levels over the term of the contract. Refer to 
Note 14.2 "Liquidity Risk". 

Guarantees 

The Company has provided the following significant guarantees to third parties: 

Royalty License Agreements 

The Company pays royalties under various merchandise license agreements, which are generally based on the sale of products. 
Ce1iain license agreements require a minimum guaranteed payment of royalties over the term of the contract, regardless of sales. 
Total future minimum royalty payments under such agreements were $2.3 million as at February 2, 2013 (January 28,2012: $3.1 
million). 

Other Indemnification Agreements 

In the ordinary course of business, the Company has provided indemnification commitments to counterparties in transactions such 
as leasing transactions, royalty agreements, service arrangements, investment banking agreements and director and officer 
indemnification agreements. The Company has also provided certain indemnification agreements in connection with the sale of 
the credit and financial services operations in November 2005. The foregoing indemnification agreements require the Company 
to compensate the counterparties for costs incurred as a result of changes in Jaws and regulations, or as a result of litigation or 
statutory claims, or statutory sanctions that may be suffered by a counterpmiy as a consequence of the transaction. The terms of 
these indemnification agreements will vary based on the contract and typically do not provide for any limit on the maximum 
potential liability. Historically, the Company has not made any significant payments under such indemnifications and no amounts 
have been accrued in the consolidated financial statements with respect to these indemnification commitments. 
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22. Income taxes 

The average combined federal and provincial statutory income tax rate applied to the Company was 25.5% for Fiscal 2012 (2011: 
28.5%) due to lower legislated statutory tax rates in the current year. A reconciliation of income taxes at the average statutory tax 
to actual income tax expense for Fiscal 2012 and Fiscal 2011 is as follows: 

(in CAD millions) 

Earnings (loss) before income taxes 

Income taxes at the average statutory tax rate 

Increase {decrease) in income taxes resulting from 

Non-taxable portion of capital gain 

Non-deductible items 

Prior year assessments 

Prior year true-up 

Effective tax rate before the following adjustments 

Changes in tax rates or imposition of new taxes 

Total income tax expense (recovery) 

Effective tax rate 

$ 

$ 

$ 

2012 

114.2 

29.1 

(19.7) 

1.7 

2.7 

13.8 

12.1% 

(0.8) 

13.0 

11.4% 

2011 

$ (56.9) 

$ (16.2) 

2.1 

5.1 

(0.1) 

(9.1) 

16.0% 

2.5 

$ (6.6) 

Il.6% 

The Company's total net cash refunds or payments of income taxes for the current year was a net refund of $4.9 million (20 II: 
net payment of$21.6 million). 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, periodically, certain matters are challenged by tax authorities. During Fiscal 
20 I2, the Company recorded charges for interest on prior period tax re-assessments and accruals for uncertain tax positions as 
described in the table below, all included in the Consolidated Statement ofNet Earnings (Loss) and Comprehensive Income (Loss) 
as follows: 

(in CAD millions) 2012 201 I 

Finance costs $ (3.9) $ (5.2) 

Income tax recovery (expense): 

Current $ (5.4) $ (17.9) 

Deferred $ 2.2 $ 12.8 

Total charges on uncertain tax positions $ (7.1) $ (10.3) 

As the Company routinely evaluates and provides for potentially unfavourable outcomes, with respect to any tax audits, the 
Company believes that, other than as noted above, the final disposition of tax audits will not have a material adverse effect on 
liquidity. 

During Fiscal 20 I 2, the tax authorities settled a disputed tax assessment with the Company and refunded the associated deposit. 
As a result, the Company reclassified $28.2 million from "Other long-term assets"to "Income taxes recoverable" in the Consolidated 
Statement of Financial Position. The Company received $29.4 million in net refunds of tax and interest in respect of this issue and 
recognized$ I .9 million net interest income relating to this settlement in "Interest income" in the Consolidated Statement of Net 
Earnings (Loss) and Comprehensive Income (Loss). 

In Fiscal 20 I 2, the Company received re-assessments to previous tax filings which the Company is disputing. The Company 
expects to place $54.9 million on deposit with the tax authorities relating to these disputed tax matters while the issues are being 
resolved. During Fiscal20I2, the Company paid $33.5 million of the anticipated deposit of which $11.lmillion has been included 
in "Other long-term assets" and $22.4 million has been included in "Income taxes recoverable" in the Consolidated Statement of 
Financial Position as at February 2, 2013. 
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Included in "Other long-term assets" in the Consolidated Statements ofFinancial Position, as at February 2, 2013, were receivables 
of$13.9 million (January 28,2012: $30.3 million) related to payments made by the Company for disputed tax assessments. Of 
the $33.5 million paid by the Company in deposits during the year for tax disputes, $11.1 million in related payments was recorded 
in Long Term Recoverable. 

The tax effects of the significant components of temporary timing differences giving rise to the Company's net defen·ed tax assets 
and liabilities were as follows: 

(in CAD millions) 

Prepaid expenses 

Accrued liabilities and other long-term liabilities 

Deferred retirement benefit plans 

Other post-retirement benefits 

Amounts related to tax losses carried forward 

Non-depreciable property, plant and equipment 

Depreciable property, plant and equipment 

Deferred charges 
Other 

$ 

Subtotal $ 

Amounts related to other comprehensive income (loss) 

Total deferred tax assets (liabilities), net $ 

Deferred tax assets $ 

Deferred tax liabilities 

Total deferred tax assets (liabilities), net $ 

23. Operating segments 

As at 
February 2, 2013 

57.1 

43.8 

66.0 

0.1 

(37.3) 

(49.5) 

(1.5) 
(0.7) 

78.0 

78.0 

83.8 

(5.8) 

78.0 

As at 
January 28,2012 

$ (0.4) 

57.2 

51.4 

65.0 

0.2 

(36.6) 

(56.6) 

(0.3) 
(0.7) 

$ 79.2 

0.1 

$ 79.3 

$ 84.6 

(5.3) 

$ 79.3 

In order to identii)' the Company's reportable segments, the Company uses the process outlined in !FRS 8, which includes the 
identification of the Chief Operating Decision Maker, the identification of operating segments, which has been done based on 
Company formats, and the aggregation of operating segments. The Company has aggregated its operating segments into one 
repottable segment, which derives its revenue from the sale of merchandise and related services to customers. 

24. Capital stock 

On May 24, 2011, the Company renewed the Normal Course Issuer Bid with the Toronto Stock Exchange ( "TSX") for the period 
of May 25, 2011 to May 24, 2012 ("2011 NCIB"). Pursuant to the 2011 NCIB, the Company was permitted to purchase for 
cancellation up to 5% of its issued and outstanding common shares, equivalent to 5,268,599 common shares based on the common 
shares issued and outstanding as at May 9, 2011. The Company did not renew its 2011 NCJB subsequent to May 24, 2012. 

During Fiscal 2012, 870,633 shares were purchased for $9.7 million (20 11: 2,668,800 shares were purchased for $42.0 million) 
and cancelled. The impact of the share repurchases was a decrease to "Capital stock" and "Retained earnings" in the Consolidated 
Statements of Financial Position of$0.1 million and $9.6 million (20 II: $0.4 million and $41.6 million), respectively. 

On May 17, 2012 the Company announced Sears Holdings' plan to pursue a distribution, on a pro rata basis, to its shareholders, 
of a portion of its holdings in the Company such that, immediately following the distribution, Sears Holdings would retain 
approximately 51% of the issued and outstanding shares of Sears Canada. The distribution was made on November 13, 2012 to 
Sears Holdings' shareholders of record as of the close of business on November I, 2012, the record date for the distribution. Every 
share of Sears Holdings common stock held as of the close of business on the record date entitled the holder to a distribution of 
0.4283 Sears Canada common shares. In connection with the announced distribution, the Company has filed documents with the 
United States Securities and Exchange Commission (SEC). 

During Fiscal 2012, the Company distributed $1 01.9 million to holders of common shares as an extraordinary cash dividend. 
Payment in the amount of $1.00 per common share was made on December 31, 2012 to shareholders of record as at the close of 
business on December 24, 2012. 
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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 I preferred shares, issuable in one or more series (the "Class I Preferred Shares"). 
As at the end of February 2, 2013, the only shares outstanding were common shares of the Company. The following table presents 
a continuity of capital stock for the fiscal years ended February 2, 2013 and January 28, 2012: 

2012 2011 

Number of Number of 
Common Stated Common Stated 

(in CAD millions, except number of shares) Shares Value Shares Value 

Balance, beginning of fiscal year 102,748,295 $ 15.0 105,417,095 $ 15.4 

Repurchases of common shares (870,633) (0.1) (2,668,800) (0.4) 

Balance, end of fiscal year 101,877,662 $ 14.9 102,748,295 $ 15.0 

ESL Investments, Inc., and investment affiliates including Edward S. Lampert, together form the ultimate controlling party of the 
Company, and is the beneficial holder of28,I58,368 or 27.6%, of the common shares ofthe Company as at February 2, 2013 
(January 28, 2012: nil). Sears Holdings, the controlling shareholder of the Company, is the beneficial holder of 51,962,391 or 
51.0%, of the common shares of the Company as at February 2, 2013 (January 28,2012: 97,341,670.0 or 94.7%). The issued and 
outstanding shares are fully paid and have no par value. 

25. Capital disclosures 

The Company's objectives when managing capital are: 
Maintain financial flexibility thus allowing the Company to preserve its ability to meet financial objectives and continue 
as a going concern; 
Provide an appropriate return to shareholders; and 
Maintain a capital structure that allows the Company to obtain financing should the need arise. 

The Company manages and makes adjustments to its capital structure, when necessary, in light of changes in economic conditions, 
the objectives of its shareholders, the cash requirements ofthe business and the condition of capital markets. In order to maintain 
or adjust the capital structure, the Company may pay a dividend or return capital to shareholders, modify debt levels or sell assets. 

The Company defines capital as follows: 
Long-term obligations, including the current portion of long-term obligations ("Total long-term obligations"); and 
Shareholders' equity. 

The following table presents summary quantitative data with respect to the Company's capital resources: 

(in CAD millions) 

Total long-term obligations $ 

Shareholders' equity 

Total $ 

26. Revenue 

The components of the Company's revenue were as follows: 

(inCA D millions) 

Apparel and Accessories 

Home and Hardlines 

M~or Appliances 

Other merchandise revenue 

Services and other 

Con1mission revenue 

Licensee revenue 

Total revenue 

$ 

$ 

As at As at 
February 2, 2013 January 28.2012 

36.1 $ 122.7 

1,076.4 1,092.0 

1,112.5 $ 1,214.7 

2012 2011 

1,474.2 $ 1,607.9 

1,125.4 1,293.6 

876.3 864.0 

362.5 360.2 

321.9 347.4 

113.7 116.7 

26.7 29.5 

4,300.7 $ 4,619.3 
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27. Employee benefits expense 

The components of the Company's employee benefits expense for the current and prior fiscal year were as follows: 

(in CAD millions) 

Wages and salaries 

Paid absences 1 

Benefits 

Provincial healthcare costs 

Flex benefits 

Retirement benefit plans expense 

Statutory deductions 2 

Severance 3 

Other employer paid benefits 

Total benefits expense 

$ 

$ 

2012 

657.9 

62.1 

15.5 

16.6 

9.7 

45.7 

17.1 

(1.2) 

823.4 

Paid absences are expenses related to vacation, statutOTy holidays and sick days. 

2011 
(Recast- Note 2) 

$ 685.0 

67.1 

15.4 

16.2 

30.2 

46.0 

25.3 

2.1 

$ 887.3 

StatutOTy deductions consist of the employer portion of payment for the Canada Pension Plan and Employment Insurance. 
Included in Severance for Fiscal2012 were $12.6 million (20IJ: $19.3 million) of costs related to transformation. 

These expenses are included in "Cost of goods and services sold" and "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss). 

28. Gain on lease terminations 

On March 2, 2012, the Company entered into an agreement to surrender and terminate early the operating leases on three properties: 
Vancouver Pacific Centre, Chinook Centre (Calgary) and Rideau Centre (Ottawa). The Company was a long-term and important 
anchor tenant in the three properties, and the landlord approached the Company with a proposal to terminate early the three leases 
and vacate the premises in exchange for $170.0 million. The payment represents the amount the landlord was willing to pay for 
the right to redevelop the property based upon their analysis of the potential returns from redevelopment. 

On the closing date, April 20, 2012, the Company received cash proceeds of $170.0 million for the surrender of the three leases, 
resulting in a pre-tax gain of$164.3 million, net of the de-recognition of leasehold improvements of$5.7 million. The Company 
exited all three properties on October 31, 2012, and has no further financial obligation related to the transaction. 

On June 20, 2012, the Company entered an agreement to surrender and terminate early the operating lease on its Deerfoot (Calgary) 
property. The landlord approached the Company with a proposal to terminate early the lease in exchange for cash proceeds of 
$5.0 million, subject to certain closing conditions, on the closing date of October 26, 2012. In Fiscal 2010, the Company incurred 
an impairment loss of$2.9 million relating to the property, plant and equipment at its Deerfoot property. As a result of the agreement 
and expected proceeds, the Company recorded an impairment loss reversal (net of accumulated amortization) o~ $2.1 million in 
"Selling, administrative and other expenses". On the closing date of October 26, 20I2, the Company vacated the property and 
received cash proceeds of $5.0 million, resulting in a pre-tax gain of $2.8 million, net of the de-recognition of leasehold 
improvements and furniture and fixtures of$2.2 million. The Company has no further financial obligation related to the transaction. 

29. Sale of Cantrex Group Inc. ("Cantrex") 

On April 24, 2012, the Company entered an agreement to sell the operations of its subsidiary, Cantrex, to Nationwide Marketing 
Group, LLC for $3.5 million, equal to the net carrying amount of specified Cantrex assets and liabilities. On April 29, 2012, the 
Company received the proceeds on the sale, de-recognized the assets and liabilities sold and recorded a gain on sale of nil. 

30. Related party transactions 

The immediate parent of the Company is Sears Holdings. The ultimate controlling party of the Company is ESL Investments, Inc. 
(incorporated in the U.S. in the state of Florida) through Sears Holdings. The Company also has investments in joint ventures, as 
described in Note II. 
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Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated 
on consolidation and are not disclosed in this note. Details of transactions between the Company and other related parties are 
disclosed below. 

30.1 Trading transactions 

During the current and prior fiscal year, the Company entered into the following trading transactions with related parties: 

2012 

Purchase Services Purchase Services 
(in CAD millions) of goods received Other Total of goods received 

Sears Holdings Corporation $ $ 5.0 $ 0.2 $ 5.2 $ 0.3 $ 4.8 
Real estate joint ventures 4.5 4.5 4.4 
Total related party transactions $ $ 9.5 $ 0.2 $ 9.7 $ 0.3 $ 9.2 

The following balances were outstanding as at the end of the fiscal year: 

(in CAD millions) 

Sears Holdings Corporation 

Total 

(in CAD millions) 

Sears Holdings Corporation 

Total 

$ 

$ 

$ 

$ 

Amounts receivable from related parties 

As at As at 
February 2, 2013 January 28,2012 

0.3 $ 0.1 

0.3 $ 0.1 

Amounts payable to related parties 

As at As at 
February 2, 2013 January 28, 2012 

0.7 $ 

0.7 $ 
0.6 

0.6 

Other 

$ 0.5 $ 

$ 0.5 $ 

2011 

Total 

5.6 

4.4 

10.0 

The related party transactions with Sears Holdings are in the ordinary course of business for shared merchandise purchasing 
services. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed 
to by the related parties. These balances are included in "Accounts payable and accrued liabilities" and "Accounts receivable, net" 
in the Consolidated Statements of Financial Position. 

The related party transactions with the various real estate joint ventures represent lease payments for the lease of the Company's 
stores. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed to 
by the related parties. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has 
been recognized in the current or prior fiscal periods for bad or doubtful debts in respect of the amounts owed by related parties. 

The Company's Audit Committee is responsible for pre-approving all related party transactions that have a value greater than $1.0 
million. 

31. Key management personnel compensation 

Key management personnel are those individuals having the authority and responsibility for planning, directing and controlling 
the activities of the Company. The Company considers the Board of Directors and the following former and current members of 
senior management to be key management personnel: 

Chief Executive Officer; 
Former Senior Vice-President and Chief Financial Officer; 
Executive Vice-President and Chief Operating Officer; 
Former Executive Vice-President and Chief Administrative Officer; 
Former Executive Vice-President, Merchandising, Apparel and Accessories; 
Former Senior Vice-President, Merchandising, Home and Hardlines; 
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Executive Vice-President, Financial Services; 
Senior Vice-President and Chief Information Officer, Information Technology and Business Process Improvement; 
Senior Vice-President, General Merchandise Manager, Accessories Merchandising; 
Senior Vice-President, General Merchandise Manager, Apparel Merchandising; 
Senior Vice-President, Home and Hardlines, Major Appliances; 
Senior Vice-President, Customer Experience, Shared Services and Merchant Marketing; 
Senior Vice-President, Human Resources; 
Former Senior Vice-President, Business Capability and Human Resources 
Current and former Senior Vice-President, Marketing; 
Senior Vice-President and General Counsel; and 
Senior Vice-President, Retail Stores. 

Key management personnel compensation was as follows: 

(in CAD millions) 

Salaries and perquisites 

Annual incentive plans 

Pensions 

Termination benefits 

Total key management personnel compensation 

32. Net earnings (loss) per share 

$ 

$ 

2012 

6.5 $ 
0.9 

0.1 

0.5 

8.0 $ 

A reconciliation ofthe number of shares used in the net earnings (loss) per share calculation is as follows: 

(Number of shares) 

Weighted average number of shares per basic net earnings (loss) per share 
calculation 

Effect of dilutive instruments outstanding 

Weighted average number of shares per diluted net earnings (loss) per share 
calculation 

2012 

102,078,477 

102,078,477 

2011 

5.2 

2.2 

1.2 

8.6 

2011 

104,275,192 

104,275,192 

"Net earnings (loss)" as disclosed in the Consolidated Statements ofNet Earnings (Loss) and Comprehensive Income (Loss) was 
used as the numerator in calculating the basic and diluted net earnings (loss) per share. For the fiscal year ended February 2, 2013, 
5,440 outstanding options were excluded from the calculation of diluted net earnings per share as they were anti-dilutive. For the 
fiscal year ended January 28, 2012, the Company incurred a net loss and therefore all potential common shares were anti-dilutive. 

33. Changes in non-cash working capital balances 

Cash generated from (used for) non-cash working capital balances were comprised of the following: 

(in CAD millions) 2012 2011 

Accounts receivable, net $ 36.5 $ 27.8 
Inventories (27.5) 129.3 

Prepaid expenses (2.2) 3.9 

Accounts payable and accrued liabilities (84.5) (95.8) 

Deferred revenue (10.6) (16.0) 

Provisions 1.6 (0.5) 

Income and other taxes payable and recoverable (35.5) ( 19.2) 
Effect of foreign exchange rates 0.1 

Cash generated from (used for) non-cash working capital balances $ (122.2) $ 29.6 
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34. Event after the reporting period 

Subsequent to year end, the Company finalized an exclusive, multi-year licensing arrangement with SHS Services Management 
Inc. ("SHS Services"), which will result in SHS Services overseeing the day-to-day operations of all Sears Home Improvements 
Product Services business. The licensing agreement, effective March 3, 2013, is expected to result in a reduction to revenues and 
expenses, however, the impact to net earnings is not expected to be significant. 

35. Approval of consolidated financial statements 

The consolidated fina11cial statements were approved by the Board of Directors and authorized for issue on March 14,2013. 
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CORPORATE INFORMATION 

Head Office 

Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B 2C3 

Website:www.sears.ca 
E-mail:home@sears.ca 

For more information about the Company, or for 
additional copies of the Annual Report, write to the 
Corporate Communications Department at the Head 
Office of Sears Canada Inc., or call 416-941-4428. 

The Company's regulatory filings can be found on the 
SEDAR website at www.sedar.com. 

Stock Exchange Listing 

Toronto Stock Exchange 
Trading symbol: SCC 

Transfer Agent and Registrar 

CIBC Mellon Trust Compani 
P.O. Box 700, Station B 
Montreal, Quebec 
H3B 3K3 

Answerline:416-682-3860 
1-800-387-0825 

Fax: 1-888-249-6189 

Website:www.canstockta.com 

E-Mail:inguiries@canstockta.com 

Annual Meeting 

The Annual Meeting of Shareholders of Sears Canada 
Inc. will be held on Thursday, April 25, 2013 at 8:00 
a.m. in Room 581, Fifth floor, 290 Yonge Street, 
Toronto, Ontario, Canada. 

Edition fran~;aise du Rapport annuel 

On peut se procurer I' edition fran<;:aise de ce rapport en 
ecrivant au: 

Service de Communications de l'entreprise 
Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B2C3 

Pour de plus amples renseignments au sujet de Ia 
Societe, veuillez ecrire au service national de 
communication, ou composer le 416-941-4428. 

Les depots reglementaires de Ia Societe figurent sur le 
site Web de SEDAR a l'adresse www.sedar.com. 

'Canadian Stock Transfer Company Inc. acts as the Administrative Agentfor C'IBC Mellon Trust Company. 
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This is Exhibit "E" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 2018 

A Co~ Affidavits 

Sha~non Beverley Ste. Marie, a Commissioner, etc., 
Provrnce of Ontario, while a Student-at-Law. 
Exprres flldrch 23, 2019. 
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Financial Highlights 

(in CAD millions. except per share amounts) Fiscal2014 Fiscal20l3 

Total revenue $ 3,424.5 $ 3,991.8 

Same store sales (%) 1 (8.3)% (2.7)% 

Adjusted EBITDA 1 (122.4) 35.7 

Net (loss) earnings (338.8) 446.5 

As at As at 
January 31,2015 February 1, 2014 

Cash and cash equivalents $ 259.0 $ 513.8 

Working capital 522.0 567.0 

Inventories 641.4 774.6 

Total assets 1,774.1 2,392.3 

Total long-term obligations. including principal payments 
on long-term obligations due within one year 28.1 35.9 

Shareholders' equity 570.8 1,073.8 

As at As at 
January 31,2015 February I, 2014 

Per share of capital stock 

Basic net (loss) earnings $ (3.32) $ 4.38 

Diluted net (loss) earnings $ (3.32) $ 4.38 

Sharehold<;rs' t;quity $ 5.60 $ 10.54 

; ."lame .\·fore .\·ales aml..rllljus!t:d HfU /'f)A arl! operal;ny, pcrf(Jrmcmce ami Jwn-lwenlal;mw/1-'irmncial Reporting .\landcm/.~ f "II· /?.,"l"') mea.HIIY..'S, rc.'.\'}N!Cfire~\·. ,\,•e 
,\'cclirm I. r!. ··! .~w> r?f·~·m~-fl·"Jl.\,' Ah•asurf!x, .~ lea.ml'e.\· <!(( Jperaring l'eJ.farmtmct• and ReconCl!wrmn o{"Nr!l (/,os,••) l:'arnings ro Ad,-uxtcd FBJTl>A" 

Rev<;nu<; was $3,424.5 million forthd2-week period ended January 31,2015 ("Fiscal20 14'') compar<;d to $3,991.8 
million for the 52-week period ended February l, 2014 ("Fiscal20 13"), a decr<;ase of$567.3 million. The decrease 
was primarily attributable to sales declines across all product categories. Other merchandise revenue decreased by 
$22.2 million, primarily due to the termination of the licensing arrangement with SHS Services Management Inc 
("SHS"). Included in the total revenue decrease for Fiscal 2014 described above, was the effect ofthe closure of 
five full-line stores previously announced during Fiscal 2013, which negatively impacted revenue for Fiscal 2014 

·by $156.0 million, compared to Fiscal20 13. Also included in the total revenue decrease in Fiscal20 14 was a decrease 
in Services and other revenue of $67.8 million compared to Fiscal 2013, primarily related to the sale of interests in 
certain joint arrangements in the fourth quarter of Fiscal 2013. 

Same store sales decreased 8.3% compared to Fiscal20 13. Sam<; store sa]<;s is a m<;asur<; of operating performanc<; 
used by management, the retail industry and inwstors to com par<; r<;tail operations, excluding th<; impact of store 
openings and closures. See S<;ction I.e. "Us<; of Non-I FRS Measures, Measures of Operating Pt;rformance and 
R<;conciliation ofNet (Loss) Earnings to Adjusted EBITDA". 

Gross margin rate was 32.6% for Fiscal 2014 compared to 36.2% in Fiscal 2013. The decrease in gross margin rate 
was due primarily to reduced margin in home furnishings, hom<; dt:cor, Craftsmanf,Air& Water Products("CAWP"). 
electronics, floorcare, sewing, major appliances, jewdlery, acc<;ssori<;s & Juggag<;. footw<;ar, women's intimates, 
children's wear, men's wear and women's apparel as a result of increased clearance or promotional activiti<;s, partially 
offsd by increased margins in S<;asonal, fitn<;SS & recreation and cosmetics. TI1e decrease was also related to the sale 
of interests in certain joint arrangements in the fomth quarter of Fiscal 2013, which negatively impacted the 
Company's gross margin rate by 90 basis points for Fiscal 2014. 

Adjusted net (loss) earnings before interest, taxes, depreciation and amortization ("Adjusted EBITDA ") in Fiscal 
2014 was $(122.4) million, as compared to $35.7 million in Fiscal2013, a decr<;ase of$158.1 million. Adjuskd 
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EBITDA was impacted by the loss of rental income of$22.5 million from the sale of certain joint arrangements sold 
in the fourth quarter ofFiscal2013, $20.1 million related to the closure of five full-line department stores previously 
announced during Fiscal 2013 and $6.8 million due to the termination of the licensing arrangement with SHS, 
partially offset by $2.5 million in incremental foreign exchange gain, as compared to Fiscal20 13. Adjusted EBITDA 
is a non-IFRS measure. See Section l.e. "Use of Non-IFRS Measures, Measures of Operating Performance and 
Reconciliation of Net (Loss) Earnings to Adjusted EBITDA" regarding the use of non-IFRS measures and an 
explanation of components of Adjusted EBITDA for respective periods. 

Basic net loss per common share was $3.32 in Fiscal2014 compared to a basic net earnings per common share of 
$4.38 for Fiscal2013. 

Total cash and cash equivalents was $259.0 million as at January 31, 2015 compared to $513.8 million as at 
February 1, 2014. The decrease of $254.8 million was primarily due to a higher net loss, tax payments made for 
taxable income earned from the gains on lease terminations and lease amendments and the sale of interests in certain 
joint arrangements in Fiscal 2013, severance payments associated with Fiscal 2013 transformation activities, 
purchases of property, plant and equipment and intangible assets and contributions to the Company's retirement 
benefit plans, partially offset by the proceeds from the sale of the Company's interest in certain joint arrangements 
in Fiscal 2014. 
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Authentically Canadian 

Letter to Our Shareholders 
A message from Ron Bail-e, President and Chief Executive Officer 

The year 2014 was one of disappointing results for Sears Canada, with a loss of $122.4 million in Adjusted 
EBITDA and a same store sales decrease of 8.3%. While our year-end position of cash and cash equivalents 
of $259.0 million continues to be healthy, our retail business was not successful in 2014. Sears Canada has 
traditionally had a strong balance sheet with some of the most valued retail real estate in Canada and superior 
brand assets. Consequently, we have everything we need to fund and execute our transformation and build 
one of Canada's best retailers, and that is our objective. 

I joined Sears Canada on October 15, 2014 and my first focus was on our leadership team and the culture. The 
organization has been through years of declining performance and needed to learn how to win again. In my 
first of what have become regular blogs to all team members, I shared with them "Seven Rules to Win". They 
are listed on the inside front cover of this Report. I used these to instill key imperatives that winning organizations 
follow, understanding, of course, that it all starts with talented and passionate people. 

It is difficult by any measure to say that all of our leadership team members were appropriately positioned for 
their roles and responsibilities given our performance over the past several years, so, as a result, since October 
15, 2014, roughly 25% of our senior leadership team have exited the company or been reassigned to more 
appropriate positions. I believe that the leadership team in place today is focused on winning, passionate about 
our business and up to the task of transforming our company. 

When I first arrived at Sears Canada, I was struck by the pride the Company's team members felt and indeed 
expressed about working here. It served as an indicator to me of how distinct the Sears Canada brand is, how 
much potential there is for this brand and how much opportunity there is to really emphasize the "Canada" part 
of our name and the uniqueness that comes with that. We owe these 19,000 team members as well as our 
shareholders much better than we have produced so far. 

Over the first six decades of our Company's existence, during which we were incorporated as Simpsons-Sears 
and subsequently Sears Canada, Sears emerged as our predominant brand name. As we continue into our 
seventh decade as Sears Canada, we will be more vocal about the Canada part and our authentically Canadian 
character. Our Company can be described in ways that are, indeed, uniquely Canadian. Genuine. Reliable. 
A retailer that sells products that are timeless; built to last, supported by the best guarantees, on trend but not 
trying to form the cutting edge. Our customers are Canadians who work hard for a living, and who will pay a 
bit more but expect a lot more. 

Strategic Plan 

The management team and I have established a three-year strategic plan which has been approved by the Board 
of Directors. We are putting retail essentials in place or reinforcing existing capabilities which form the base 
of our strategic initiatives. We have established four areas of focus by which we will measure our progress. 

These four areas of focus are Product, Operations, Infrastructure and Network. 

Product: 

Our goal is to provide Canadians with fashionable product made of high quality materials and workmanship 
at affordable prices while providing great service. Clearly, we need to be better at this than we have been over 
the past several years. 
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One of the best vehicles we have of demonstrating this to Canadians is through our Canada's Best program. 
This stamp of approval is meant to identifY key items throughout the store that offer high quality at almost 
surprising prices considering the materials and workmanship involved in the construction. One great example 
of this is our men's and women's parkas which, depending on length, are priced every day for $179.97 to 
$219.97. In season, the parkas are dominantly displayed in-store and supported by feature signing. The intrinsic 
and extrinsic features and benefits and styling perfectly align with how we expect consumers would rate an 
item as Canada's Best. However, our execution for many of our other Canada's Best items across our various 
departments must improve. To that end, we are developing a full assortment of Canada's Best product that 
will best demonstrate to Canadians how Sears stands for great value. No product can receive the Canada's 
Best endorsement without going through a rigourous vetting process that includes our chief merchants and 
myself. These are products about which we are most serious and I expect them to elevate our entire product 
portfolio. 

Another example of great, affordable quality product is our line of Pure NRG Athletics which we rolled out 
for women in February 2014. It is an exclusive line of performance clothing for the active woman who expects 
high-quality fashionable workout wear without the high prices. We are filling the gap in the "athleisure" 
segment for Canadians who want to have the look and performance of modern-day activewear, but have 
sensibilities that prevent them from spending over $100 on a single pair of fashion yoga pants! Pure NRG 
Athletics fashion yoga pants can be purchased at Sears for $49.99. We followed up on the women's launch by 
adding Pure NRG Athletics in Kids in Fall2014 and a men's line debuted at the beginning of2015. 

Our private brands are critical to our future success, and national brands also play an important part. As an 
example, we recently introduced U.S. Polo Assn., which is exclusive to Sears in Canada. This world-renowned 
apparel brand has, like us, a great heritage, having been established in 1890. We launched in menswear during 
Fall2014, and we are adding women's wear in Spring2015. National brands like this are ideal for Sears Canada 
because they are aimed at families who want great quality at prices they can afford, and therefore complement 
our private brands perfectly. 

Speaking of national brands, I have spent a great deal of time over the past several months meeting with all of 
our top suppliers. I have met with them in Toronto, New York, Korea and China among other places, and 
universally our vendors want Sears Canada to win. They understand that we hold a special place in the market 
and are working to help us transform and grow our business. 

We want to fill our store with meaningful statements of focused product in the categories where we know we 
can win. To make room for these products, we are making tough decisions about which lines and products to 
keep and which to discontinue. There are lines where we can compete and be, or potentially be, a market leader 
and make money. There are others where we can not. 

We are implementing "portfolio" category management to assess each product category, rationalizing and 
optimizing low profit categories. Our mission is to replace any space that becomes available with more profitable 
merchandise. In response to our initial review, by the end of the first quarter of20 15, our stores will no longer 
have home electronics depaiiments as we know them today and we will be reducing our hardware and tool 
departments significantly. Mattresses, in which we are a market leader and make money, will absorb most of 
this space. This change will also allow us to expand categories like vacuums and fitness equipment in some 
stores or bring fitness apparel and equipment together in one well ness presentation. We will continue to apply 
this process across the enterprise. There are no protected categories at Sears Canada when it comes to producing 
a profitable desirable portfolio of products for our customers. 
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Operations: 

Operations emphasizes managing the inventory and supply chain to be cost efficient while providing exceptional 
service in delivering product to customers. Operations also includes executing best-in-class practices in 
functions that support our core business such as financial services, store operations and human resources. 

In addition to great quality at prices Canadians expect from Sears, our customers also expect and deserve a 
certain level of service. This component of our value proposition helps differentiate us from competitors who 
trade solely on price. In late 2014, we successfully tested a concierge service in the Sears Home channel, where 
we sell mattresses, furniture and major appliances. This special service provided our customers with a team 
member who would be a single point of contact for them until the merchandise they purchased was satisfactorily 
delivered to their home. The investment in this contact person has proven to be well worth it, and customers 
appreciate being able to call one single Sears team member at their local store that is empowered to solve their 
problems. We will be extending and refining this program as we move through 2015. 

The delivery component of a purchase is an important part of the sales process. Our structure uses delivery 
contractors to bring merchandise to customers' homes. Those contractors must be an extension of the Sears 
experience. To the customer, it's one transaction and one company, and that company is Sears. As part of our 
focus on improved customer service, we will be developing a "white glove" approach to delivery, which will 
focus on both aptitude and attitude of the delivery personnel who enter our customers' homes to perform this 
key component of the purchase. We have been testing a white glove program in the greater Toronto area for 
several months and the results are very encouraging. Errors are down, quality is up, and customer satisfaction 
is way up. 

One of our wins in 2014 in the Operations arena was that we ended the year with $124.4 million less inventory 
than we ended 2013, exclusive of amounts related to the closures of full-line stores. This puts us in a better 
open-to-buy position for new goods, especially as we enter a new season. However, we are still forcing some 
of the category inventory reductions at a high level, which is not optimal. True inventory efficiency will come 
as we build sophistication into our inventory planning with a more balanced flow of product entering our stores. 
System enhancements are being implemented this year which will provide our merchandising teams with 
improved sales planning, purchase order, allocation, and assortment planning capabilities which will help 
increase the effectiveness and efficiency of our inventory management. 

Infrastructure: 

Infrastructure captures our focus on developing the right support framework including investing in upgraded 
technology to support our omni-channel strategy and the business. 

Our most important goal is to become a truly omni-channel retailer. As a multi-channel retailer, Sears Canada 
has a great history of doing business across various channels- various retail store formats, catalogue, online
but being omni-channel requires a seamless integration of these channels in the eyes of the customer. 

Most customers who buy online still browse in-store because they want to see and feel the item before buying. 
Yet, other customers browse online but purchase in-store because they enjoy the shopping experience. 
Customers have told us that they want to see Sears Canada conduct its business across all channels seamlessly. 

We will become a progressive retailer where Online hosts a fully integrated merchandise assortment across all 
channels, with marketing that applies across the enterprise, that uses fulfillment out of multiple locations 
including distribution centres and stores, and whose channels have common pricing and promotion. 
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As we announced last year, we entered into an agreement with Oracle Canada to purchase their Retail 
Merchandising Suite which, when coupled with IBM's Sterling Order Management System, will solidify our 
omni-channel business model allowing us to provide a seamless shopping experience across all channels. 
Shortly after arriving here, I reviewed the timing to get these systems up and running and was able to move 
forward the implementation dates of key milestones of the project. The result is that customers will see the first 
key benefits by this summer with more to follow over the next I 8 months. These systems will drive our 
conversion to a truly omni-channel retailer with integrated inventories, marketing strategies, and a fully 
integrated, expanded merchandise assortment. 

As we implement our new system over the next couple of years, our goal is to achieve three things: a unified 
brand story across all channels that promises a consistently superior customer experience, an integrated back
office operating model with agile and innovative technology that enables a world class customer experience 
and lower costs to achieve the level of service we need to compete. 

Network: 

The Network area of focus centers on ensuring we are optimizing the value of our multiple channels and 
facilities and considering, where necessary, divestiture of non-core assets and poor-performing units. 

We are a general merchandise retailer but we can't be all things to all people. We trade across many channels; 
full-line department stores, Sears Home, Hometown (Dealer) stores, Outlet stores, Corbeil appliance stores, 
catalogue and online. We are in the product repair services business. We are in the travel business. We have 
a wholly-owned transportation subsidiary, SLH Transport. We own and lease valuable locations from coast to 
coast totaling almost 24 million square feet. 

Our responsibility is to make sure we are deriving value from these assets or taking action to reduce losses 
associated with operating them. Whereas our full-line department stores are generally profitable before 
corporate overhead allocation, we likely have opportunities in other channels to optimize value as well as our 
inventory and marketing investments. We have evaluated all ofthese channels and locations and will take 
action to close or exit businesses or locations where it make sense long-term for the Company. 

Last year, we sold our interests in the last three joint arrangement ownership interests the Company had in 
shopping centres for $71.7 miilion. In March of20I5, we announced an agreement to sell three retail store 
properties for$ I 40.0 miiiion and lease them back under long-term agreements to continue serving our customers 
in those markets. This transaction is a great example of how we ean unlock value and maintain or enhance our 
core retail business. There are many ways to create value from our properties and facilities, and we will continue 
to creatively explore options that best serve the Company's long-term interest. 
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Authentically Canadian: 

Sears Canada is authentically Canadian, and we believe our approach to improving our business is authentically 
Canadian. Initiatives that are planned within these four areas offocus support key stakeholder elements which 
we believe are impOiiant to our success: quality, value, profitability, being a lean organization and omni-channel 
friendly. These are elements which customers, shareholders, and our own team members connect with Sears 
and which these stakeholders believe represent our position in the Canadian retail landscape. 

Our 19,000 Sears Canada team members continue to demonstrate a commitment and passion to make our 
Company Canada's best. I thank them for their support and continued tireless effort and I am proud to be on 
their team as we work together to achieve our goals for 2015. 

I believe the initiatives discussed here lay the foundation for us to be a successful progressive retailer that serves 
its customers on their terms, that supports its team members with a great place to work, and that provides its 
shareholders with a strong return on their investment. 

Sincerely, 

Ron Boire, 
President and Chief Executive Officer 
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Letter from the Chief Financial Officer 

Our 2014 financial results were disappointing. Same store sales decreased 8.3%, Adjusted EBITDA was a loss of 
$122.4 million and our net loss was $338.8 million or $3.32 per share. In the "Letter to Our Shareholders" earlier 
in this Annual Report, the Chief Executive Officer highlights some of the key initiatives being implemented as part 
ofthe Company's three-year plan and we look forward to seeing the financial benefits of those initiatives as we 
move forward. 

Despite our disappointing results, there were positive developments during 2014 that position us well for the years 
ahead. 

Our financial position as we ended 2014 was strong. We had $259.0 million of cash with no significant debt. We 
were undrawn on our credit facility at year-end. Based on our borrowing base and net of outstanding letters of 
credit of$39.3 million, we had availability under our credit facility of approximately $260.7 million bringing our 
total liquidity to $519.7 million. We are particularly pleased to share this with our vendor partners as they continue 
to support Sears Canada in its merchandising initiatives. 

Total selling, general and administrative expenses decreased in 2014 by $107.7 million, or 6.6%, to $1,523.8 million. 
Excluding non-cash expenses such as depreciation and amortization, impairment charges, severance costs and other 
non-recurring items, adjusted selling, general and administrative expenses decreased in 2014 by $141.8 million, 
or 1 0.3%, to $1,235.5 million. A portion of this reduction reflects our lower sales. However, it also includes 
significantly reduced fixed costs that will allow us to compete more effectively. 

During 2014, we resolved tax audit issues relating to our 2006 and 2007 returns. In addition, as a result of a taxable 
loss in 2014, we expect to recover previously paid taxes related to taxable income generated in 2012 and 2013. In 
combination, these factors led to $114.2 million of the increase in income tax recoverable that we had at year-end. 
We expect to receive these funds during 2015 which will significantly bolster our liquidity position. Furthermore, 
we expect to have approximately $39.1 million in tax operating loss carryforwards that would shelter future gains 
on asset dispositions or taxable operating income. 

We completed a buy-out offer to retired associates with respect to their company-provided health, dental and life 
insurance benefits. For a cash cost of$14.6 million, including $0.8 million in fees, we retired obligations with a 
book value of$25.2 million resulting in a pre-tax gain of$1 0.6 million during 2014. We made another such offer 
to retired associates that started in February 2015 and should be completed by the end of the first quarter of2015. 

As mentioned in the Chief Executive Officer's "Letter to Our Shareholders", we also had significant achievements 
in inventory management, reducing inventory investment by $124.4 million, exclusive of amounts related to the 
closures of full-line stores, and also within our real estate portfolio where we realized net proceeds of$71.7 million 
during 2014 related to the disposition of joint arrangement ownership interests and $130.0 million in March of 
2015 related to the sale of three stores which we will lease back under long-term agreements. 

I would like to acknowledge and recognize the efforts of Sears Canada team members throughout the organization 
over the past year. I am looking forward to seeing the benefits of their hard work that was begun in 2014. 

E.J. Bird 
Executive Vice-President and Chief Financial Officer 
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Five Year Summary 

Results for the year (in CAD millions) 

Total revenue 

Depreciation and amortization 

(Loss) earnings before income taxes 

Income tax recovery (expense) 

Net (loss) earnings 

DiYidends declared 

Capital expenditu1·es3 

Year end position (ill CAD millions) 

Accounts recei,·able, net 

Inventories 

Property, plant and equipment 

Total assets 

W01·king capital 

Total long-term obligations, including principal pa~·ments on 
long-term obligations due within one ~·ear 

Shareholders' equity 

Per share of capital stock 

Basic net (loss) earnings 

Dividends declared 

Sha•·eholders' equity 

Fimmcia/ ratios 

Retum on average sha•·eholders equity(%) 

Current r:ltio 

Retum on total •·evenues (%) 

Debt/equity ratio(%) 

P1·e-tax margin(%) 

Breakdown oftlJe Compm~r·s locations 

Full-Line Department stores 

Sears Home stores 

Outlet stores 

Specialty type: Appliances and Mattresses 

Hometown stores 

Sears Home Sen·ices Showrooms 

Corbeil 

National Logistics Centres 

Sears Floor Covering Centres 

Cantrex 

Travel offices 

Catalogue merchandise pick-up locations 

s 

$ 

$ 

Fiscal 
20141 

3,424.5 $ 

89.3 

(360.o) 

21.2 

(338.8) 

54.0 

73.0 $ 

641.4 

567.6 

1,774.1 

522.0 

28.1 

570.8 

(3.32) $ 

5.60 

(41.2) 

1.8 

(9.9) 

4.9 

(10.5) 

113 

47 

II 

201 

35 

6 

96 

1,335 

Fiscal 
2013 1 

3.991.8 

111.4 

490.0 

(43.5) 

446.5 

509.4 

70.8 

83.3 

774.6 

785.5 

2.392.3 

567.0 

35.9 

1,073.8 

4.38 

5.00 

10.54 

415 

1.7 

112 

3.3 

12.3 

118 

48 

II 

4 

234 

8 

34 

6 

97 

1.446 

$ 

$ 

$ 

Fiscal Fiscal Fiscal 
20121.2 2011 1 20101 

4,346.5 $ 4,6193 $ 4.938 5 

126.5 114.9 123.6 

114.2 (56 9) 187.1 

(130) 6.6 (62.1) 

1012 (50 3) 125.0 

101.9 753.4 

101.6 84.3 60.0 

77.7 $ 116.2 $ 144.0 

851.4 823.9 953.2 

1,118.5 872.0 900.7 

2.504.7 2.730.7 2.907.5 

410.7 471.0 536.9 

59.4 122.7 129.1 

1,076.4 1.092 0 1,260.4 

0.99 $ (0.48) $ 1.16 

100 7.00 

10.57 10.63 I 1.96 

9.3 (4 3) 7.7 

1.5 1.5 1.5 

2.3 (11) 2.5 

5.5 112 10.2 

2.6 (12) 3.8 

118 122 122 

48 48 48 

II II 11 

4 4 4 

261 285 268 

9 13 13 

33 30 30 

6 6 6 

17 20 

799 768 

101 108 108 

1.512 1.734 1.822 

l'l1c JOJ.Ifiscall·car !"hscal clifF). 21i/3fiscalycar r·'Fiscal 10/r). 101 2fiscaln!ar r·Fiscal 20/ F;. 10/ lfiscalycwrF;scal 20/ I··; and 10/lifiscal!·car 
1 ("'Fiscal ]OJ(r; rr~fi!rs to thl! 52-lrr!ek pi.!riod eJ}(/<!d.Jcmzrm:r 31, 2015. 52-m!l!k period emlt!d Fdwum~· 1. 101-1, the 53-lret!k period r!nded February 2. 2013. the! 

52-lreek period emlr!d .lmWW")' :!8, 1012, and the! 52-ln!ek pc!riod r!mlc!d Janum:1· 19, 101 J. rc!.\j)c!cfil'r!~l·. rr!ported uJ7dt.!r /Jlfl.!rnational Financial Ri.!pvrting 
Stam/arc/1· ("fiRS"). 

Ac(jn\'lr!cl ro l'r!_{li!cl !he! changes f'f!.Wiling.fhnn fhr! tr!frospc!ctirr! application (!frhe change in accolf!Iting polic:t· rc!lalf:t! to thf! adoption l?(accounting standard 
"//•'R,)' I J, Joint . .J.rrangeme!fls .. 

( 'apitalexpr!nditure.\· rf!presents Jmrchasl!s/(w 11·hich paymr!J1l has het.!nmade hy tht.! I.!JU.I l?f'thr:fiscalyear. 
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Quarterly Performance 

The Company's operations are seasonal in nature. Accordingly, merchandise and service revenue, as well as performance 
payments received from JPMorgan Chase Bank, N.A. (Toronto Branch), referred to as commission revenue, will vary 
by quarter based upon consumer spending behaviour. Historically, the Company's revenue and earnings are higher in the 
fourth quarter than in any of the other three qumiers due to the holiday season. The Company is able to adjust certain 
variable costs in response to seasonal revenue patterns; however, costs such as occupancy are fixed, causing the Company 
to report a disproportionate level of earnings in the fourth quarter. Other factors that affect the Company's sales and 
financial performance include actions by its competitors, timing of its promotional events, and changes in population 
and other demographics. Accordingly, the Company's results for any one fiscal qumier are not necessarily indicative of 
the results to be expected for any other quarter, or the full year, and comparable store sales for any particular period may 
increase or decrease. 

The table below outlines select financial data for the eight most recently completed qumters. The qumierly results are 
unaudited and have been prepared under I FRS. 

Fourth Quarter Third Quarter Second Quarter First Quarter 

(in CAD millions. except 
per share anwwtls) 2014 2013 2014 2013 2014 2013 2014 2013 

Total revenue $ 972.5 $ 1,182.3 $ 834.5 $ 982.3 $ 845.8 $ 960.1 $ 771.7 $ 867.1 

Net (loss) earnings $ (123.6) $ 373.7 $ (118.7) $ (48.8) $ (21.3) $ 152.8 $ (75.2) $ (31.2) 

Basic net (loss) 
earnings per share $ (1.21) $ 3.67 $ ( 1.16) $ (0.48) $ (0.21) $ 1.50 $ (0.74) $ (0.31) 

Diluted net (loss) 
earnings per share $ (1.21) $ 3.67 $ (1.16) $ (0.48) $ (0.21) $ 1.50 $ (0.74) $ (0.31) 

Common Share Market Information 

The table below provides prices for the Company's common shares traded on the Toronto Stock Exchange (symbol: 
SCC). 

Fourth Quarter Third Quarter Second Quartn Fh-st Quarter 

2014 2013 1 2014 2013 2014 2013 2014 2013 

High $ 12.85 $ 19.20 $ 16.65 $ 14.50 $ 16.45 $ 13.25 $ 17.12 $ 9.94 

Low $ 10.26 $ 12.07 $ 8.56 $ 11.70 $ 13.51 $ 8.96 $ 12.31 $ 8.85 

Close $ 11.90 $ 13.00 $ 10.85 $ 14.41 $ 14.02 $ 12.92 $ 16.50 $ 9.46 

Average daily trading· 
16,648 86,585 44,681 25,813 15,501 146,327 20,288 34,326 volume 

I 
During (}-I](} 13. the ( 'ompan_,. chstrHmred an extraordinary cash dil·fc/(!nd to lwldc!rs (~(common shares, l!(.)'5JJO per share. 

The table below provides prices for the Company's common shares traded on the NASDAQ (symbol: SRSC), quoted 
in U.S. dollars. 

Fourth Qua1·tu Third Quarter Second Quarter First Quarter 

201-t 1 2013 2014 1 2013 2014 1 2013 2014 1 2013 

High $ 10.87 $ $ 9.94 $ $ $ $ $ 

Low $ 9.06 $ $ 9.50 $ $ $ $ $ 

Close $ 9.32 $ $ 9.66 $ $ $ $ $ 

Average daily trading 
I 10,423 20,009 volume 

1 
!Jegan trading on thi! NA,)'f)A(j during thl! 13-ln!ek period emli!d Nvn!lllhl!r I. 10/.f.. 
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Management's Discussion and Analysis 

"Sears", "Sears Canada", "we", "us", "our" or "the Company" refers to Sears Canada Inc. and its subsidiaries, together 
with its investments in real estate joint arrangements. 

Management's Discussion and Analysis ("MD&A") contains commentary from the Company's management regarding 
strategy, operating results and financial position. Management is responsible for its accuracy, integrity and objectivity, 
and develops, maintains and supports the necessary systems and controls to provide reasonable assurance as to the 
accuracy ofthe comments contained herein. 

This MD&A should be read in conjunction with the Consolidated Financial Statements and Notes to the Consolidated 
Financial Statements for the 52-week period ended January 31, 2015 ("Fiscal 2014" or "20 14''). The 2013 fiscal year 
refers to the 52-week period ended February 1, 2014 ("Fiscal 20 13" or "20 13"). The fourth quarter unaudited results for 
Fiscal 2014 and Fiscal 2013 reflect the 13-week period ended January 31, 2015 ("Q4 20 14") and the 13-week period 
ended February I, 2014 ("Q4 2013"), respectively. The 2012 fiscal year refers to the 53-week period ended February 2, 
2013 ("Fiscal 20 12" or "20 12"). The 2015 fiscal year refers to the 52-week period ending January 30, 2016 ("Fiscal 
20 15" or "20 15"). 

This MD&A is current as of March 12, 2015 unless otherwise stated. 

Additional information relating to the Company, including the Company's Annual Information Form ("AIF'') dated 
March 12, 2015 and the Management Proxy Circular dated March 12, 2015, can be obtained by contacting Sears Canada's 
Corporate Communications department at 416-941-4428. The 2014 Annual Report, together with the AIF and 
Management Proxy Circular, have been filed electronically with securities regulators in Canada through the System for 
Electronic Document Analysis and Retrieval ("SEDAR") and can be accessed on the SEDAR website at www.sedar.com 
and on the U.S. Securities Exchange Commission ("SEC") website at www.sec.gov. 

Unless otherwise indicated, all amounts are expressed in Canadian dollars. 

Cautionary Statement Regarding Forward-Looking Information 

Certain information in the Annual Report and in this MD&A 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 results set out under Section 1 "Company Performance", Section 3 "Consolidated Financial Position, Liquidity 
and Capital Resources", Section 4 "Financial Instruments", Section 7 "Shareholders' Equity", Section 9 "Event After 
the Reporting Period", Section I 0 "Accounting Policies and Estimates:' and Section 12 "Risks and Uncertainties". 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 ce11ain 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 inability to compete effectively in the highly competitive retail industry; weaker business performance in 
the fourth quarter; the ability of the Company to successfully implement its strategic initiatives; changes in consumer 
spending; ability to retain senior management and key personnel; ability of the Company to successfully manage its 
inventory levels; customer preference toward product offerings; the results achieved pursuant to the Company's credit 
card marketing and servicing alliance with JPMorgan Chase Bank, N.A. (Toronto Branch) ("JPMorgan Chase"); ability 
to secure an agreement with a financial institution for the management of the credit and financial services operations, or 
to secure an agreement on terms and conditions as favorable to us as those we currently have under our credit card 
marketing and servicing alliance with JPMorgan Chase; disruptions to the Company's computer systems; economic, 
social, and political instability in jurisdictions where suppliers are located; structural integrity and fire safety of foreign 
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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 for; 
willingness of the Company's vendors to provide acceptable payment terms; the outcome of product liability claims; any 
significant security compromise or breach of the Company's customer, associate or Company information; the outcome 
of pending legal proceedings; compliance costs associated with environmental laws and regulations; maintaining adequate 
insurance coverage; seasonal weather patterns; ability to make, integrate and maintain acquisitions and investments; 
general economic conditions; liquidity risk and failure to fulfill financial obligations; fluctuations in foreign currency 
exchange rates; the credit worthiness and financial stability of the Company's licensees and business partners; possible 
limits on our access to capital markets and other financing sources; interest rate fluctuations and other changes in funding 
costs and investment income; 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; the impairment of intangible and other long -Jived assets; the possible future termination of certain intellectual 
property rights associated with the "Sears" name and brand names if Sears Holdings Corporation ("Holdings") reduces 
its interest in the Company to less than I 0%; potential conflict of interest of some of the directors and executive officers 
of the Company owing to their ownership of Holdings' common stock; possible changes in the Company's ownership 
by Edwards S. Lampert, ESL Investments and other significant shareholders; productivity improvement and cost reduction 
initiatives and whether such initiatives will yield the expected benefits; competitive conditions in the businesses in which 
the Company participates; new accounting pronouncements, or changes to existing pronouncements, that impact the 
methods the Company uses to report our financial position and results from operations; uncertainties associated with 
critical accounting assumptions and estimates; and changes in laws, rules and regulations applicable to the Company. 
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 MD&A 
and in the Company's 2014Annual Report under Section 12 "Risks and Uncertainties" and elsewhere in the Company's 
filings with securities regulators. The forward-looking information in the Annual Report and in this MD&A are, 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. 
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1. Company Performance 

a. Business Segments 

Sears classifies its operations in two reportable business segments: merchandising and real estate joint arrangements. The 
Company's methodology for segmenting its business is described in Note 23 "Segmented information"ofthe Notes to the 
Consolidated Financial Statements for Fiscal 2014. 

Merchandising Operations 

The Company's merchandising segment includes the sale of goods and services through the Company's Retail channels, 
which includes its Full-Line, Sears Home, Hometown, Outlet, Appliances and Mattresses, Corbeil Electrique Inc. ("Corbeil") 
stores and its Direct (catalogue/internet) channel. It also includes service revenue related primarily to product repair. 
Commission revenue includes travel, home improvement services, wireless and long distance plans, insurance and 
performance payments received from JPMorgan Chase under the Company's credit card marketing and servicing alliance 
with JPMorgan Chase. The Company has a multi-year licensing arrangement with Trave!Brands Inc. ("TravelBrands"), 
(formerly known as Thomas Cook Canada Inc.), under which TravelBrands manages the day-to-day operations of all Sears 
Travel offices and provides commissions to the Company. Licensee fee revenues are comprised of payments received from 
licensees, including Trave!Brands, that operate within the Company's stores. 

Retail Channel 

Full-Line Department stores- Sears full-line department stores are located primarily in suburban enclosed 
shopping centres. The major merchandise categories include the following: 

Apparel & Accessories- women's, men's and children's apparel, nursery products, cosmetics, jewellery, 
footwear and accessories. 

Home & Hard lines - home furnishings and mattresses, home decor, lawn and garden, hardware, 
electronics, leisure, seasonal products, toys, floorcare, sewing and major appliances. 

Although merchandise varies by store, the merchandise sales mix between the two major categories are 
approximately 40% Home & Hard lines and 60% Apparel & Accessories. 

Full-line department stores include a Sears catalogue merchandise pick-up location. Sears Travel offices and licensed 
businesses, such as optical centres and portrait studios, are also located in many of the Company's full-line department 
stores. 

Sears Home stores- Sears Home stores are typically located in power centres and present an extensive selection 
of furniture, mattresses and box-springs, and major appliances. The majority of these stores range in size from 
35,000 to 60,000 square feet. 

Hometown stores- Sears Hometown locations are primarily independently operated and offer major appliances, 
furniture, mattresses and box-springs, electronics, outdoor power equipment as well as a catalogue merchandise 
pick-up location. Most Hometown stores are located in markets that lack the population to support a full-line 
department store. 

Outlet stores- Sears Outlet stores offer clearance merchandise, primarily from the Company's full-line department 
stores and Direct channel, as well as surplus big-ticket items from all channels. 

Corbeil - Corbeil is a chain of major appliance specialty stores located throughout Quebec, the Greater Toronto 
Area and Eastern Ontario. There are 35 stores in the chain, 16 of which are franchised. The chain also includes one 
liquidation centre and one distribution centre in Montreal. Stores average approximately 6,500 square feet in size. 

Sears Travel- Sears Travel service operates within 96 Sears locations across Canada, an online travel service at 
www.searstravel.ca and 1-866-FLY-SEARS, which connects customers to the nearest geographical branch. 
TravelBrands manages the day-to-day operations of all Sears Travel offices and the Sears Travel website. 

15 

376 



Sears Home Services · 

Commencing under the Sears Home Improvements brand the Company offers Sears Carpet and Duct cleaning, 
Installation and Assembly of products purchased at Sears stores, Sears Custom Window Coverings and Sears Heating 
& Cooling. 

Direct Channel 

The Company's Direct channel is comprised of its catalogue business, which is Canada's largest general merchandise 
catalogue business, and Sears.ca, one of Canada's leading online shopping destinations with over 101.5 million 
visits in Fiscal 2014, including desktop and mobile platforms. With two distribution centres exclusively dedicated 
to servicing the Direct channel and I ,335 catalogue merchandise pick-up locations nationwide, Sears can deliver 
orders in most areas of the country. Orders can be placed by telephone at 1-800-26-SEARS, by mail, by fax, online 
at Sears.ca or in person through Sears stores and catalogue agents. At the end of Fiscal 2014, l, 171 of the total! ,335 
catalogue merchandise pick-up locations were independently operated under local ownership, with the remaining 
164 units located within Sears locations. 

Catalogue - In Fiscal 2014, 22 different catalogues were distributed throughout Canada, including eight 
Specialogues, designed to offer more seasonally relevant merchandise to specific customers. 

Sears.ca- The Company's website, Sears.ca, enables the Company to provide new merchandise offers directly to 
web customers and highlights the Company's extensive general merchandise selection. In Fiscal 2014, the Company 
continued to invest in its online capabilities to improve the user experience, and engage new customers and 
demographics. Sears is committed to maintaining its reputation as a trusted Canadian retailer by focusing on customer 
privacy and satisfaction when shopping on Sears.ca. 

Logistics 

National Logistics Centres ("NLC")- Sears operates six logistics centres strategically located across the country. 
The logistics centres are comprised of seven owned and two leased warehouse facilities which serve all channels 
of the business. The total tloor area of these logistics centres was 6.6 million square feet at the end of 1:iscal 2014, 
of which 5.0 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. The Regina, Saskatchewan, logistics centre was 
closed in 2014 and replaced by a new logistics centre located in Calgary, Alberta. See Note 29 "Assets classified 
as held for sale'' of the Notes to the Consolidated Financial Statements for Fiscal 2014 for additional information. 

S.L.H. Transport Inc. ("SLH")- The Company's wholly-owned subsidiary, SLH, transports merchandise to stores 
and catalogue merchandise pick-up locations. SLH is responsible tor prov iding 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 pa1ties increase 
SLH 's fleet utilization and improve the efficiency of its opera:tions. SLH has developed a nationwide distribution 
network to provide better and more consistent service to its customers. 

As at the end of Fiscal 2014, Fiscal 2013, and Fiscal 2012, the Company's locations were distributed across the country as 
follows: 
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As at As at As at 

January 31, February I, February 2, 
2015 2014 2013 

Atlantic Quebec Ontario Prairies Pacific Total Total Total 

Full-Line Department 
stores 12 27 40 20 14 113 118 118 

Sears Home stores 2 11 19 10 5 47 48 48 

Outlet stores I 1 6 I 2 11 11 11 

Specialty type: Appliances 
and Mattresses stores - - I - - 1 4 4 

Corporate stores 15 39 66 31 21 172 181 181 

Hometown stores 45 21 41 56 38 201 234 261 

Sears Home Services 
Sbowrooms1 - - - - - - 8 9 

Corbeil Franchise stores - 14 2 - - 16 16 17 

Corbeil Corporate stores - 13 6 - - 19 18 16 

Corbeil - 27 8 - - 35 34 33 

NLCs2 - I 2 2 I 6 6 6 

Travel offices 7 22 37 16 14 96 97 101 

Catalogue merchand ise 
pick-up locations 191 313 373 334 124 1,335 1.446 1,512 

J During Fiscal 201 .J, the Company closed all Sear.\· Home ~\'en•ices ~"-t'howrooms in connection to the ,\'H_,'-; receil'eJ~~hip described in Note 1-1 qf the Notes to the 
Consolidated Financial Statements for Fisca/201-1. 

1 ,')'eaJ~\' operates six logistics cenlres strate[!.ical~v located across the cozmlry, each referred to as a NLC '. 111e NI..Cs are comprised o.fsewm owned and two leased 
lt'arehouse.facilities which sen•e all channels C?{the husine.\',-\'. 

In Fiscal2014, the Company closed five full-line department stores, as a result of lease terminations and lease amendments 
that occurred during Fiscal 2013. The Company also closed one Sears Home store, three Appliances and Mattresses stores, 
34 Hometown stores, one Travel office and 142 Catalogue merchandise pick-up locations. The Company opened one 
Hometown store, one Corbeil Franchise store and 31 Catalogue merchandise pick-up locations, and converted one Corbeil 
Franchise store to a Corbeil Corporate store. During the first quarter of20 15, two full-line department stores, one Sears Home 
store, one Outlet store, one Appliance and Mattresses store and one Corbeil Corporate store will be closed. Refer to Note 28 
"Gain on lease tenninations and lease amendments" of the Notes to the Consolidated Financial Statements for Fiscal2014 
for add itional information. 

In Fiscal20 13, the Company closed 28 Hometown stores, four Travel offices, and 66 Catalogue merchandise pick-up locations. 
The Company also opened one Hometown store. 

In Fiscal 2012, the Company closed four full-line stores as a result of the lease terminations and lease amendments that 
occurred during the year. The Company also closed 222 Catalogue merchandise pick-up locations, 24 Hometown stores and 
17 Sears Floor Covering Centres. During the second quarter of 2012, Cantrex Group Inc. was sold. Refer to Note 30 "Sale 
of Cantrex Group Inc." of the Notes to the Consolidated Financial Statements for Fiscal 2013 for additional information. 

As of the end of Fiscal 2014, the number of selling units leased and owned by the Company was as follows: 

Leased Owned Total 
Full-Line Department 99 14 113 
Sears Home stores 45 2 47 
Outlet stores II II 
Specialty type: Appliances and 
Mattresses stores 

Hometown stores1 22 22 
Corbei11 31 31 

Totaf 209 16 225 
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On~v Hometown and C 'orheil stores !hat are not indep!!Hdenf~l· Ol1'17ed and operated mv included. 

li·arel qfftces and C 'aralogue merchandise pick-up locations are located in other :--;C!ars .rtores or local hu.~)nesses, and therefOre not 
included. 

As at the end ofFiscal20 14, Fiscal20 13, and Fiscal 2012, the gross square footage for corporate store locations (both owned 
and leased) and NLCs was as follows: 

(square feet, millions) As at As at As at 
January 31, 2015 February 1, 2014 February 2, 2013 

Full-Line Department stores 14.1 15.2 15.2 

Sears Home stores 2.1 2.1 2.1 

Outlet stores 0.8 0.8 0.8 

Other1 0.3 0.3 0.3 

NLCs 6.6 6.5 6.5 

Total 23.9 24.9 24.9 

1 
Other includes Appliances and Afallres.n!s, Hometmn1 and ( 'orheil stores. 

Gross square footage for corporate store locations as at January 31, 2015 decreased compared to February 1, 2014 due to 
five full-line store closures as a result oflease terminations and lease amendments that occurred during Fiscal 2013. As of 
March I, 2015, the gross square footage for full-fine stores decreased from 14.1 million square feet to 13.8 million square 
feet due to two full-line store closures as a result oflease tem1inations announced during Fiscal 2013 described in Note 28 
"Gain on lease terminations and lease amendments" of the Notes to the Consolidated Financial Statements for Fiscal 2014. 

Gross square footage for corporate store locations as at February I, 2014 did not change as compared to February 2, 2013. 

Real Estate Joint AJTangements 

The primary objective of the Company's real estate joint arrangements was to maximize the returns on its investment in 
shopping centre real estate. Sears reviewed the performance of these joint arrangements on a regular basis. Shopping centres 
were considered non-core assets. During Fisca120 14, the Company sold all of its shopping centre real estate joint arrangements, 
as described in Note II "Joint arrangements" of the Notes to the Consolidated Financial Statements for Fiscal2014. 

b. Core Capabilities 

The Company's key resources and capabilities include its employees, brand equity, specialized services, national presence 
and logistics. 

Employees 

Sears employees are a critical asset to the Company. Sears works to inspire its employees to enrich the lives of 
Canadians through products, services, community involvement and experiences; 

Brand equity 

The Company works closely with its suppliers in product development, design and quality standards. Many lines 
of merchandise are manufactured with features exclusive to Sears and are sold under the Company's private label 
brands, such as Jessica@, Nevada®, Attitude!)], Pure NRG Athletics®, Whole Home'11 , Kenmore® and Craftsman@. 
The Company believes that its private label and national brands have significant recognition and value with 
customers; 

Speciali:::ed services 

Apart from retail merchandise, the Company also offers a wide range of specialized services to attract a broad 
customer base. These services include product repair, parts sales, portrait studios, optical services, travel, floral 
delivery, wireless and long distance plans, insurance and deferred financing; 

National presence 

The Company's physical and online presence puts it in proximity to most customers across Canada. As of the end 
of Fiscal 2014, Sears operated 113 Full-Line Department stores, 295 specialty stores (including 47 Sears Home 
stores, II Outlet stores, one Appliances and Mattresses stores, 20 I Hometown stores primarily operated under 
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independent local ownership and 35 Corbeil stores), 96 Sears Travel offices and over 1,300 merchandise pick-up 
locations for orders placed through the catalogue or online at www.sears.ca; and 

Logistics 

The Company has the capability to move merchandise efficiently to stores, merchandise pick-up locations, or directly 
to customers. The Company's wholly-owned subsidiary, SLH, is responsible for providing transportation services 
for the Company's merchandising operations and has arrangements with third parties to increase SLH's revenue 
and fleet utilization, and improve its operating effectiveness. The Company conducts operations in six NLCs located 
in Vancouver, Calgary (two locations), Vaughan, Belleville and Montreal. 

c. Strategic Initiatives 

Sears Canada is updating the retail principles that will form the foundation of its future strategic initiatives, which are 
prioritized to enable Sears to change its trajectory and establish prominence and relevance with Canadian consumers as the 
increasingly competitive retail landscape evolves. Initiatives will be developed to deliver what the Company believes are 
high-quality products and value for consumers, with a seamless customer experience across all channels and formats, while 
at the same time continuing to adjust the operating expense base to better reflect the size and needs of the current business. 

In general, the four areas of focus are as follows: 

1. Product- Our goal is to provide Canadians with fashionable product made of high quality materials and workmanship 
at affordable prices with great service. 

2. Operations - Operations emphasizes managing the inventory and supply chain to be cost efficient while providing 
exceptional customer service in delivering product to customers. Operations also includes executing best-in-class 
practices in functions that support the core business such as financial services, store operations and human resources. 

3. Infrastructure - Infrastructure captures our focus on developing the right support framework including investing in 
upgraded technology to support our Omni-channel strategy and the business. 

4. Network - The Network area of focus centers on ensuring we are optimizing the value of our multiple channels and 
facilities and considering, where necessary, divestiture of non-core assets and poor-performing units. 

During Fiscal 2014, the Company undertook the following key initiatives to improve its performance, which are organized 
within the four areas of focus. 

Product 

Launched PURE NRG Athletics®tMo, a private brand of performance clothing for the active woman who expects high
quality fashionable workout wear without the high prices. The new private label line includes an assortment focused 
around yoga pants coordinated with stylish tank tops, t-shirts, shorts, hoodies and zip-ups with functional features. 
Subsequent to the initial launch of women's activewear, Sears introduced PURE NRG Athletics apparel lines for men 
and kids. The Company believes that PURE NRG Athletics fills a gap in the marketplace for high-quality workout 
apparel at competitive prices; 

Introduced the exclusive Style at Home™1Mc collection, which was created for decor-savvy Canadians and comprises 
an assortment of fashionable bedding, bed basics, sheets, bath coordinates, shower curtains and window dressings. The 
Style at Home collection is the largest Sears home decor brand launch in the past decade, with more than 400 new 
products. The line, a creative collaboration between the Company and its supplier, was created exclusively for Sears 
and offers customers a fresh perspective on the latest trends and enduring classics; 

Launched a new private label for men branded Logan Hiii™IMc, a casual new brand that pulls together a collection of 
styles, colours and fabrics. Logan Hiii features both classic and relaxed looks and contains a mix of seasonal fashion 
basics including pants, sweaters, sports shirts, polos, overcoats and parkas; 

Continued to entrench the Sears-exclusive Craftsman® name as a leader in outdoor power equipment with the launch of 
the first Quiet Power TechnologyTM lawn mower, featuring an engine made by Briggs & Stratton®tMD. The Craftsman 
22" 3-in-1 mower is 55% quieter than comparable Craftsman mowers with the same power output. In time for winter, 
Sears offered a Craftsman Single Stage Snow Blower, featuring a Briggs & Stratton 250cc engine, 11.5 ft. lbs. of torque 
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and 14 cutting surfaces, which cuts through heavy snow and ice 30% faster than our standard model. Both Craftsman 
products were sold under the Canada's Best seal of approval, signifYing that they are exclusive to Sears and meet the 
highest standards in quality, value and innovation; 

Introduced a new line of women's Jessica® Intimates, including bras, panties, shapewear and sleepwear, which feature 
improved product quality. The new line also features both versatility and fashion, with availability in various sizes and 
focuses on product fit, fabric and functionality. The new line includes fashion-forward designs in order to increase its 
appeal to a broader range of customers; 

Hosted in store fitness lifestyle events in Sears stores at Southgate Mall (Edmonton, Alberta), Bramalea City Centre 
(Brampton, Ontario) and Centre Commercial Les Rivieres (Trois Rivieres, Quebec) on January 17,2015. The events 
featured a local fitness expert who talked to customers about fitness and healthy living. The stores were presented to 
feature a variety of items associated with healthy living, including small kitchen appliances, fitness equipment and PURE 
NRG Athletics apparel; and 

Extended 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. With this change, the agreement will continue to apply 
so long as Holdings continues to own at least I 0% of the voting shares of the Company (the previous agreement was 
void if Holdings' ownership fell below 25%) and the Company will have the continued right to use the trademarks on 
a royalty-free basis in the event of termination for five years (previously three years). 

Operations 

Continued to implement an inventory management program targeted at reducing surpluses and out-of-season content to 
allow adequate room for in-season merchandise. As ofthe end of Fiscal 2014, this program has successfully decreased 
overall inventory, exclusive of any amounts related to the full-line store closures, by $238.4 million since August 3, 
2013 when the initiative was launched and by $124.4 million compared to the end ofFiscal2013. Sears continues to 
implement new operating procedures which ensure merchandise received by a store is moved directly to the selling 
floor, and not held in a stockroom where the customer has no view; 

Extended the term of its senior secured revolving credit facility ("Amended Credit Facility") to May 28, 2019 and 
reduced the total credit limit from $800.0 million to $300.0 million. The Amended Credit Facility better reflects the 
Company's current borrowing base, which has decreased due to lower inventory levels than those experienced prior to 
the Amended Credit Facility, and reduces financing costs by lowering the annual fees on the undrawn facility by over 
70%. The Amended Credit Facility is held by a syndicate of lenders arranged and administered by Wells Fargo Capital 
Finance, part of Wells Fargo & Company; 

Following the announcement by Target Canada ("Target") that it would cease operating and close all Canadian operations, 
Sears Canada held special career and recruitment events for affected Target employees. These events included activities 
such as local job fairs across Canada, where Sears helped match great candidates with their next career opportunity. 
There was also an open invitation to Target head office employees for a meet-and-greet with Sears executives on 
Wednesday, January 21, 2015 at Sears Retail Support Centre, which approximately 150 Target employees attended. To 
help employees during this time of uncertainty, Sears Canada offered affected Target Canada employees the Sears Canada 
employee discount for a period of 16 weeks to help them get to know the Company and its products better; and 

Announced the appointment of Ronald D. Boire as President and Chief Executive Officer ("CEO") effective January 
23,2015. Mr. Boire served as the Company's acting president and CEO since October 15,2014. Prior to his role with 
Sears Canada, Mr. Boire was Executive Vice President, Chief Merchandising Officer and President, Sears and Kmart 
formats at Holdings. Prior to joining Holdings in January 2012, Mr. Boire was President and CEO at Brookstone, Inc., 
a position he held from October 2009. Prior to that Mr. Boire worked at Toys "R" Us, Inc., becoming President of the 
North American division in 2006. 

Infrastructure 

Announced the purchase of the Oracle Retail Merchandising System. This purchase, along with the Company's 
investment in IBM's Sterling Order Management System and process improvements currently underway, are expected 
to improve our customers' shopping experience. The investment in these systems is being made to provide an improved 
in-stock position of the Company's most popular items. Sears will also be able to customize promotions, such as pop
up promotions at point-of-sale or tailored offers made on mobile devices, to customers while shopping in the store. 
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Customers will have visibility of store inventory online to enable fulfillment of online orders from stores and vice-versa. 
These enhancements are expected to provide Sears the long-term capability to meet and exceed the high level of service 
which today's retail customer seeks; and 

Opened a new 240,000 square foot small-ticket fulfillment centre located in Calgary, Alberta, creating approximately 
200 new jobs. The Calgary fulfillment centre is a modem operation with advanced product and packaging systems that 
is designed to facilitate faster processing of customer orders. The Calgary fulfillment centre can pick, pack and ship 
small-ticket items such as apparel, home decor, small appliances and toys for customers in western Canada who order 
from the Company's Direct channel, which includes the Company's various catalogues and e-commerce offerings at 
www.sears.ca. 

Network 

Returned three leased full-line stores to The Cadillac Fairview Corporation Limited ("Cadillac Fairview") as part of a 
previously announced transaction. Sears stores at Toronto Eaton Centre (Toronto, Ontario), Sherway Gardens (Toronto, 
Ontario) and Masonville Place (London, Ontario) were vacated on February 28, 2014. Also as part of this transaction 
effective February 28,2015, Sears returned its store at Markville Shopping Centre (Toronto, Ontario) to Cadillac Fairview 
and its store at Richmond Centre (Richmond British Columbia) to Ivanhoe Cambridge Properties ("Ivanhoe"). The 
agreement for the return of the five stores, originally announced on October 29, 2013, was for a total consideration 
received of$400.0 million; 

Returned two leased full-line stores located at Yorkdale Shopping Centre (Toronto, Ontario) and Square One Shopping 
Centre (Mississauga, Ontario) to co-owners Oxford Properties Group Inc. and the Alberta Investment Management 
Corporation on March 9, 2014, as part of a previously announced transaction. The agreement for the return of the two 
leased stores plus an option for the return of the leased full-line store at Scarborough Town Centre (Toronto, Ontario), 
originally announced on June 14,2013, was for a total consideration received of$192.0 million; 

On June 2, 2014, closed the sale of its 15%joint arrangement interest in the Les Rivieres Shopping Centre (Trois
Rivieres, Quebec) to Ivanhoe for total proceeds of $33.5 million, pursuant to an agreement entered into on May 16, 
2014. The shopping centre was a joint arrangement the Company held with affiliates of Ivanhoe. Sears will continue to 
operate its department store in the shopping centre, and Ivanhoe will continue to manage the property. This transaction 
had no effect on the employees or operation of the store located within the shopping centre; 

On June 16,2014, entered into a binding agreement with Concord Pacific Group of Companies ("Concord") to pursue 
the development of the 12-acre Sears site located at the North Hill Shopping Centre in Calgary, Alberta. The arrangement 
contemplates the sale of a 50% interest in the site for a value of approximately $15.0 million, subject to adjustments, 
and the retention of Concord, on customary terms, to manage most facets of the development. Following the transfer of 
the 50% interest, the parties will enter into a co-ownership joint arrangement. The vision of the redevelopment is an 
infill project consisting of residential high-rises, with a potential retail component (see Note 35 "North Hill and Burnaby 
arrangements" ofthe Notes to the Consolidated Financial Statements for Fiscal2014); 

On September 17, 2014, closed the sale of its 20% joint arrangement interest in Kildonan Place (Winnipeg, Manitoba) 
to H&R Real Estate Investment Trust for total proceeds of$27.7 million. Kildonan Place was a joint arrangement the 
Company held with Ivanhoe. This transaction had no effect on the employees or operation of the store located within 
the shopping centre; and 

On September 30,2014, closed the sale of its 15%joint arrangement interest in Les Galeries de Hull (Gatineau, Quebec) 
to Fonds de Placement Immobilier Cominar for total proceeds of $10.5 million. Les Galeries de Hull was a joint 
arrangement the Company held with Ivanhoe. This transaction had no effect on the employees or operation of the store 
located within the shopping centre. 

"Live Green" Initiatives 

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 on environmental sustainability: 

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

Sears continued to focus on these three priorities by implementing or continuing the following initiative during Q4 2014: 

Sears Canada's new recycling partner, GreenSpace Waste Solutions ("GreenSpace"), began handling the Company's 
recycling activities in June 2014. GreenSpace was selected for its ability to maximize the value ofrecycled materials 
and for its expertise in driving waste diversion activities. This has resulted in more than $235,000 in avoided costs, 
including an 88% increase in rebates for recycled materials from June to December of this year, as compared to the same 
period in 2013. GreenS pace has also improved reporting capabilities, which helps the Company track progress towards 
its goal of diverting 90% of its waste from landfill. 

Corporate Social Responsibility 

The following is a summary of the results of the Company and its employees' corporate social responsibility efforts during 
Fiscal2014: 

Raised over $576,000 by sponsoring the 27th Annual Sears Boys & Girls Club GolfToumament in Stouffville, Ontario, 
in August, and the annual Operation Enfant Soleil ("OES") GolfToumament held at Elm Ridge Golf Club near Montreal. 
The tournaments support children and youth development and children's pediatrics in Quebec, respectively; 

Conducted the fourth annual Sears Great Canadian Run with community-based relays from Toronto, Ontario to Blue 
Mountain/Collingwood, Ontario, from Ottawa, Ontario to Montebello, Quebec and, new for 2014, from Calgary, Alberta 
to Camp Kindle, Alberta, which is a camp for children with cancer. The three runs facilitated approximately $900,000 
in donations for childhood cancer; 

Sponsored the seventh annual Sears National Kids Cancer Ride (the "Ride"), in cooperation with Coast to Coast Against 
Cancer Foundation. This 7,000 km cycling journey rolled across Canada from September 4-20, raising funds and 
awareness for the fight against childhood cancer. This year, Sears, its customers and its employees raised or donated 
over $660,000 in funds and logistical support and services for the Ride; 

Supported over 200 local store charity partners through the sale of our Holiday charity plush, Finn™/MC the bear. Sears 
charity plush has been helping children since 1998, raising over $1.5 million since 2005. Proceeds from the sale of each 
bear supported the healthy development of Canadian youth through after-school and children's health initiatives as well 
as the Canadian Association of Military Family Resource Centres. In addition, Sears donated thousands of Nate™/MC 
and Cooper™/MC plush bears and exclusive Newberry™/MC dolls to the Boys and Girls Clubs of Canada and to the Santa 
Clause Parade in Toronto, Ontario; and 

The Sears Tree of Wishes in Sears full-line and select Sears Home, Outlet and Hometown stores helped to bring joy to 
less fortunate children who may otherwise not have received a gift during the Holiday season. For the 2014 Holiday 
season, the Tree of Wishes program helped to bring smiles to about 7,000 children, with Sears customers and employees 
donating gifts valued at over $180,000. 

d. Outlook 

As Canadians' needs in a shopping experience evolve, Sears Canada is focused on keeping pace with emerging trends and 
innovative delivery of products and services, and is reinvigorating its business to better serve and grow with its customers. 
As an overarching approach to meeting these needs, Sears will set its sights on providing a seamless omni-channel retail 
experience for customers, and is investing in technology to support this strategy. 

As management continues to change the Company's trajectory and establish prominence and relevance with Canadians within 
a continually changing retail landscape, Sears Canada is setting and prioritizing strategic initiatives that support four areas 
of focus: Product, Operations, Infrastructure and the Company's Network. 

Although management believes that Sears will achieve its long-term goal of sustainable and profitable growth, there can be 
no assurance that the Company will successfully implement these strategic initiatives or whether such initiatives will yield 
the expected results. For a discussion of the risks and uncertainties inherent in the Company's business, refer to Section 12 
"Risks and Uncertainties". 
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e. Use of Non-IFRS Measures, Measures of Operating Performance and Reconciliation of Net (Loss) Earnings to 
Adjusted EBITDA 

The Company's consolidated financial statements are prepared in accordance with I FRS. Management uses I FRS, non-IFRS 
and operating performance measures as key performance indicators to better assess the Company's underlying performance 
and provides this additional infom1ation in this MD&A. 

Same store sales is a measure of operating perfmmance used by management, the retail industry and investors to compare 
retail operations, excluding the impact of store openings and closures. The same store sales metric excludes the Direct channel. 
Same store sales represents merchandise sales generated through operations in the Company's Full-Line, Sears Home, 
Hometown, Outlet and Corbeil stores that were continuously open during both of the periods being compared. More 
specifically, the same store sales metric compares the same calendar weeks for each period and represents the 13 and 52-
week periods ended January 31, 2015 and February I, 2014. The calculation of same store sales is a perfom1ance metric and 
may be impacted by store space expansion and contraction. 

A reconciliation of the Company's total merchandising revenue to same store sales is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions) 2014 2013 2014 2013 

Total revenue $ 972.5 $ 1,169.2 $ 3,420.5 $ 3,945.8 

Non-comparable sales 231.3 335.4 814.2 1,003.5 

Same store sales 741.2 833.8 2,606.3 2,942.3 

Percentage change in same store sales (9.1)% (6.4)% (8.3)% (2.7)% 

Percentage change in same store sales by category 

Apparel & Accessories (10.7)% 1.1% (6.2)% 4.2% 

Home & Hardlines (8.0)% (12.4)% (10.3)% (7.6)% 

Adjusted EBITDA is a non-IFRS measure and excludes finance costs, interest income, income tax expense or recovery, 
depreciation and amm1ization and income or expenses of a non-recurring, unusual or one-time nature. Adjusted EBITDA is 
a measure used by management, the retail industry and investors as an indicator of the Company's operating performance, 
ability to incur and service debt, and as a valuation metric. The Company uses Adjusted EBITDA to evaluate the operating 
performance of its business as well as an executive compensation metric. While Adjusted EBITDA is a non-lFRS measure, 
management believes that it is an impm1ant indicator of operating performance because it excludes the effect of financing 
and investing activities by eliminating the effects of interest and depreciation and removes the impact of certain non-recurring 
items that are not indicative of our ongoing operating performance. Therefore, management believes Adjusted EBITDA gives 
investors greater transparency in assessing the Company's results of operations. 

These measures do not have any standardized meaning prescribed by !FRS and therefore may not be comparable to similar 
measures presented by other repm1ing issuers. Adjusted EBITDA should not be considered in isolation or as an alternative 
to measures prepared in accordance with I FRS. 
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A reconciliation of the Company's net (loss) earnings to Adjusted EBITDA is outlined in the following table: 

Fourth Qua1ier Fiscal 

(in CAD millions. except per share amounts) 2014 2013 2014 2013 

Net (loss) eamings $ (123.6) $ 373.7 $ (338.8) $ 446.5 

Transformation expense 1 0.3 51.2 19.8 72.9 

Other asset impairment" 99.3 11.2 115.0 11.2 

Warehouse impairmene 44.4 16.5 

SHS wan·anty and other costs4 3.1 2.0 9.7 2.0 

Lease exit costs5 5.4 4.1 5.6 

Goodwill impaim1ent6 2.6 6.1 

Gain on lease tem1inations and lease amendments7 (391 .5) (577.2) 

Accelerated tenant inducement and average rent 
ammiization8 ,., ,., 

_,.) (2.2) 

Gain on settlement and amendment of retirement 
benefits9 (42.5) (I 0.6) (42.5) 

Gain on sale of interest in joint arrangements 10 (66.3) (35.1) (66.3) 

Depreciation and amortization expense 23.2 23.6 89.3 111.4 

Finance (recovery) costs (4.7) 2.7 1.0 10.8 

Interest income (0.6) ( 1.0) (2.6) (2.6) 

Income tax (recovery) expense (25.8) 47.2 (21.2) 43.5 

Adjusted EBITDA 1 $ (28.8) $ 18.0 $ (122.4) $ 35.7 

Basic net (loss) eamings per share $ (1.21) $ 3.67 $ (3.32) $ 4.38 
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f. Consolidated Financial Results 

Fiscal 
% Chg 2014 

(in CAD millions) 2014 vs 2013 2013 

Revenue $ 3,424.5 (14.2)% $ 3,991.8 

Cost of goods and services sold 2,308.0 (9.4)% 2,548.1 

Selling, administrative and other expenses 1,523.8 (6.6)% I ,631.5 

Operating loss (407.3) (116.9)% (187.8) 

Gain on lease terminations and lease amendments (100.0)% 577.2 

Gain on sale of interest in joint arrangements 35.1 (47.1)% 66.3 

Gain on settlement and amendment of retirement benefits 10.6 (75.1)% 42.5 

Finance costs 1.0 (90.7)% 10.8 

Interest income 2.6 -% 2.6 

(Loss) earnings before income taxes (360.0) (173.5)% 490.0 

Income tax recovery (expense) 21.2 148.7% (43.5) 

Net (loss) earnings $ (338.8) (175.9)% $ 446.5 

2014 compared with 2013- Total revenue in Fiscal2014 decreased by 14.2% to $3,424.5 million compared to $3,991.8 
million during the same period in Fiscal2013. Same store sales decreased by 8.3% in Fiscal2014 compared to Fisca12013. 
The revenue in Fiscal 2014 relating to Home & Hardlines decreased by $273.7 million, or 14.6%, compared to the same 
period in Fiscal 2013, due to sales declines in all product categories. Same store sales in Home & Hardlines decreased by 
I 0.3%. The revenue in Fiscal 2014 relating to Apparel & Accessories decreased by $195.9 million, or 13.9%, compared to 
Fiscal2013, primarily due to sales declines in all product categories. Same store sales in Apparel & Accessories decreased 
by 6.2%. Other merchandise revenue in Fiscal20 14 decreased by $22.2 million, or 9. 7%, compared to Fiscal 2013, primarily 
due to the tennination of the licensing arrangement with SHS. Included in the total revenue decrease in Fiscal 2014 was the 
impact of the closure of five full-line stores previously announced during Fiscal 2013, which negatively impacted revenue 
in Fiscal 2014 by $156.0 million, compared to Fiscal 2013, as described in Note 28 "Gain on lease terminations and lease 
amendments" of the Notes to the Consolidated Financial Statements for Fiscal 2014. Also included in the total revenue 
decrease in Fiscal 20 I 4 was a decrease in Services and other revenue of$67.8 million compared to the same period in Fiscal 
2013, primarily related to the sale of the Company's interest in ce1iain joint arrangements in the fourth quarter of Fiscal 20 I 3, 
as described in Note II "Joint arrangements" ofthe Notes to the the Consolidated Financial Statements for Fiscal2014 and 
reduced sales of extended warranty service contracts. 

Total revenue recognized from points redemption under the loyalty program in Fiscal 2014 was $50.9 million (Fiscal 2013: 
$39.7 million) and total revenue deferred related to points issuances was $50.5 million (Fiscal2013: $41.7million). Total 
revenue recognized in Fiscal 2014 for unredeemed points (by exclusion from deferral in the. loyalty point redemption rate) 
increased to $11.0 million (Fiscal 2013: $7.6 million) due to an overall increase in points issuance. The increase in total 
revenue deferred related to increased points issuance was primarily due to a combination of the recently introduced points
based customer acquisition bonus and higher new accounts compared to 2013. 

Cost of goods and services sold was $2,308.0 million in Fiscal 2014 compared to $2,548.1 million in Fiscal 2013, a 9.4% 
decrease year-over-year. This decrease was attributable primarily to both lower sales volumes which included the impact of 
the closure of five full-line stores announced during Fiscal2013, and the termination of the licensing arrangement with SHS. 

The Company's gross margin rate was 32.6% in Fiscal 2014 compared to 36.2% in Fiscal 2013. The decrease in the gross 
margin rate in Fiscal 2014 compared to Fiscal 2013 was due primarily to reduced margin in home furnishings, home decor, 
CAWP, electronics, floorcare, sewing, major appliances, jewellery, accessories & luggage, footwear, women's intimates, 
children's wear, men's wear and women's apparel as a result of increased clearance or promotional activities, partially offset 
by increased margins in seasonal, fitness & recreation and cosmetics. In addition, reduced margin in Services and other 
revenue was related to the sale of the Company's interest in ce1iain joint arrangements in the fourth quarter of Fiscal 2013, 
which negatively impacted the Company's gross margin rate by 90 basis points in Fiscal 2014. 

Selling, administrative and other expenses, including depreciation and amortization expense, decreased by $107.7 million 
or 6.6% to $1 ,523 .8 million in Fiscal 2014 compared to Fiscal 20 I 3. Excluding transformation expenses of $19.8 million in 
Fiscal20 14 (Fiscal20 13 : $72.9 million) and non-recurring items such as asset impairments,joint arrangement costs primarily 
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related to the sale of the Company's interest in certain joint arrangements in the fourth quarter of Fiscal 2013 and lease exit 
costs of $169.5 million (Fiscal 2013: $70.1 million), accelerated tenant inducement and average rent amortization of nil 
(Fisca12013: benefit of$2.2 million) and SHS warranty and other costs of$9.7 million (Fiscal2013: $2.0 million), selling, 
administrative and other expenses declined by $163.9 million or 11.0% in Fiscal 2014, as compared to Fiscal 2013. The 
decrease in expense, excluding non-recurring items, was attributable to lower spending on advertising and payroll. Advertising 
expense decreased primarily due to reductions in retail advertising and catalogue circulation. Payroll expense decreased 
primarily due to a reduced number of employees, as a result of previously announced transformation actions. Transfonnation 
expenses are included in selling, administrative and other expenses and decreased by $53.1 million to $19.8 million in Fiscal 
2014, compared to Fiscal2013. Foreign exchange loss also decreased by $2.5 million in Fiscal 2014 compared to Fiscal 
2013. See Note 9 "Property, plant and equipment and investment properties", Note 10 "Goodwill and intangible assets" and 
Note 29 "Assets classified as held for sale" of the Notes to the Consolidated Financial Statements for Fiscal20 14 for additional 
information regarding impairment costs. 

Depreciation and amortization expense in Fiscal2014 decreased by $22.1 million to $89.3 million compared to Fiscal2013, 
primarily due to the closure of five full-line stores previously announced during Fiscal 2013, the sale of the Company's 
interest in certain joint arrangements during the fourth quarter of Fiscal 2013, and the impairment of certain assets during 
Fiscal 2013 and Fiscal2014. The Company regularly monitors the business for indicators ofimpaim1ent, and assesses the 
potential impact to the carrying value of our assets on a quarterly basis, as described in Note 9 "Property, plant and equipment 
and investment properties" of the Notes to the Consolidated Financial Statements for Fiscal2014. 

During Fiscal2014, the Company sold its interest in the properties co-owned with Ivanhoe for total proceeds of$71.7 million, 
recognizing a pre-tax gain of$35.1 million on the sale. In connection with these transactions, the Company determined that 
because it had surrendered substantially all of its rights and obligations and had transferred substantially all of the risks and 
rewards of ownership related to the three properties, immediate gain recognition was appropriate. See Note II "Joint 
Arrangements" of the Notes to the Consolidated Financial Statements for Fiscal 2014 for additional information. 

During Fiscal2014, the Company's defined benefit plan offered lump sum settlements to those terminated employees who 
previously elected to defer the payment of the defined benefit pension until retirement. The accepted offers of$23.6 million 
were settled by the end of October 20 14.1n addition, the Company made a voluntary offer to settle medical and dental benefits 
of eligible members covered under a health and welfare trust ("Other Benefits Plan"). The Company incurred expenses of 
$0.8 million related to these offers, during 2014 and these expenses were included in "Selling, administrative and other 
expenses". The Company paid $13.8 million to settle acceptances from the Other Benefits Plan offer and recorded a pre-tax 
gain of$1 0.6 million ($11.4 million settlement gain less fees of$0.8 million) during 2014 related to these offers. 

Finance costs in Fiscal 2014 decreased by 90.7% to $1.0 million compared to $10.8 million in Fiscal 2013, primarily 
attributable to the interest recovery on uncertain tax positions of$6.5 million (Fisca120 13: $0.2 million). In addition, interest 
declined due to lower commitment fees related to our Amended Credit Facility (see Section 3 "Consolidated Financial 
Position, Liquidity and Capital Resources" for additional information). 

Interest income in Fis~al2014 of$2.6 million was comparable to interest income in Fiscal2013. 

Income tax recovery increased to $21.2 million in Fiscal 2014 compared to an income tax expense of$43.5 million in Fiscal 
2013. The year-over-year change was primarily attributable to higher losses in Fisca120 14, partially offset by the write-down 
of deferred tax assets of $88.6 million, as described in Note 22 "Income taxes" of the Notes to the Consolidated Financial 
Statements for Fiscal 2014. 

Adjusted EBITDA in Fiscal 2014 was $(122.4) million, compared to $35.7 million in Fiscal2013, a decrease of$158.1 
million. Adjusted EBITDA was impacted by the loss of rental income of$22.5 million from the sale of the Company's interest 
in certain joint arrangements in the fourth quarter of Fiscal 2013, $20.1 million related to the closure of five full-line stores 
previously announced during Fiscal 2013 and $6.8 million due to the termination of the licensing arrangement with SHS, 
partially offset by $2.5 million in incremental foreign exchange gain, as compared to Fiscal2013. 
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g. Fourth Quarter Results 

Fourth Quarter 

% Chg 2014 
(in CAD millions) 2014 vs 2013 2013 

Revenue $ 972.5 (17.7)% $ 1,182.3 

Cost of goods and services sold 676.9 (14.6)% 792.2 

Selling, administrative and other expenses 450.3 (3.7)% 467.8 

Operating Joss (154.7) (99.1)% (77.7) 

Gain on lease terminations and lease amendments (1 00.0)% 391.5 

Gain on sale of interest in joint arrangements (100.0)% 66.3 

Gain on settlement and amendment of retirement benefits (1 00.0)% 42.5 

Finance (recovery) costs (4.7) (274.1 )% 2.7 

Interest income 0.6 (40.0)% 1.0 

(Loss) earnings before income taxes (149.4) (135.5)% 420.9 

Income tax recovery (expense) 25.8 154.7% (47.2) 

Net (loss) earnings $ (123.6) (133.1)% $ 373.7 

Q4 2014 compared with Q4 2013- Total revenue in Q4 2014 decreased by 17.7% to $972.5 million compared to $1,182.3 
million in Q4 2013, with same store sales declining 9.1% in Q4 2014 compared to Q4 2013. The revenue relating to Home 
& Hardlines in Q4 2014 decreased by $83.2 million, or 15.7%, compared to the same period in Fiscal2013, due to sales 
declines in all product categories. Same store sales in Home & Hard lines decreased by 8.0%. The revenue relating to Apparel 
& Accessories decreased by $95.6 million, or 20.0%, in Q4 2014 compared to the same period in Fiscal2013, due to sales 
declines in all product categories. Same store sales in Apparel & Accessories decreased by 1 0. 7%. Other merchandise revenue 
decreased by $7.7 million, or 15.1 %, in Q4 2014 compared to the same period in Fiscal2013, primarily due to the termination 
of the licensing arrangement with SHS. Included in the total revenue decrease in Q4 2014 was the impact ofthe closure of 
five full-line stores previously announced during Fiscal 2013, which negatively impacted revenue in Q4 2014 by $59.3 
million, compared to the same period in Fiscal 2013, as described in Note 28 "Gain on lease terminations and lease 
amendments" of the Notes to the Consolidated Financial Statements for Fiscal 2014. Also included in the total revenue 
decrease in Q4 2014 was a decrease in Services and other revenue of $19.8 million compared to the same period in Fiscal 
2013, primarily related to the sale of the Company's interest in ce1tainjoint arrangements in the fourth quarter ofFiscal2013, 
as described in Note 11 "Joint arrangements" of the Notes to the Consolidated Financial Statements for Fiscal 2014 and 
reduced sales of extended warranty service contracts. 

Total revenue recognized from points redemption under the loyalty program in Q4 2014 was $14.8 million (Q4 2013: $13.7 
million) and total revenue deferred related to points issuances in Q4 2014 was $13.9 million (Q4 2013: $14.1 million). Total 

. revenue recognized in Q4 2014 for unredeemed points (by exclusion from deferral in the loyalty point redempt{on rate) 
remained at $3.1 million (Q4 2013: $3.1 million). The increase in total recognized revenue was primarily due to higher 
redemption rate and the points-based acquisition bonus. 

Cost of goods and services sold was $676.9 million in Q4 2014 compared to $792.2 million in Q4 2013, a 14.6% decrease. 
This decrease was attributable to both lower sales volumes which included the impact of the closure of five full-line stores 
announced during Fiscal 2013, and the termination of the licensing arrangement with SHS, . 

The Company's gross margin rate was 30.4% in Q4 2014 compared to 33.0% in Q4 2013. The decrease in the gross margin 
rate was due primarily to reduced margin in electronics, major appliances, children's wear and women's apparel as a result 
of increased clearance or promotional activities, pmtially offset by increased margins in home decor, seasonal and footwear. 
In addition, reduced margin in Services and other revenue was related to the sale of the Company's interest in ce1tainjoint 
arrangements in the fomth qumter of Fiscal 2013, which negatively impacted the Company's gross margin rate by 80 basis 
points in Q4 2014. 

Selling, administrative and other expenses, including depreciation and amortization expense decreased by $17.5 million or 
3.7% to $450.3 million in Q4 2014 compared to Q4 2013. Excluding transformation expenses of$0.3 million in Q4 2014 
( Q4 2013: $51.2 million) and non-recurring items such as asset impairments, joint arrangement costs primarily related to the 
sale of the Company's interest in certain joint arrangements during the fomth quarter of Fiscal 2013 and lease exit costs of 
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$99.3 million (Q4 2013: $24.0 million), accelerated tenant inducement and average rent amortization of nil (Q4 2013: S2.3 
million) and SHS warranty and other costs of$3.1 million (Q4 2013: $2.0 million), selling, administrative and other expenses 
declined by $40.7 million or 10.5% in Q4 2014, as compared to Q4 2013. The decrease in expenses, excluding non-recuning 
items, was primarily attributable to lower spending on advertising and payroll. Advertising expense decreased primarily due 
to reductions in retail advertising and catalogue circulation, and page counts. Payroll expense decreased primarily due to a 
reduced number of employees, as a result of previously announced transformation actions. Transformation expenses are 
included in selling, administrative and other expenses and decreased by $50.9 million to $0.3 million in Q4 2014, compared 
to Q4 2013. See Note 9 "Property, plant and equipment and investmentproperiies", Note I 0 "Goodwill and intangible assets" 
and Note 29 "Assets classified as held for sale" of the Notes to the Consolidated Financial Statements for Fiscal 2014 for 
additional infonnation regarding impairment costs. 

Depreciation and ammiization expense in Q4 20 14 was comparable to depreciation and amortization expense in Q4 2013 _ 

Finance recovery in Q4 2014 increased to $4.7 million compared to finance costs of $2.7 million in Q4 2013, primarily 
attributable to the interest recove1y on uncertain tax positions of $6.4 million (Q4 2013: nil). In addition, interest declined 
due to lower commitment fees related to our Amended Credit Facility (see Section 3 ''Consolidated Financial Position, 
Liquidity and Capital Resources" for additional information). 

Interest income in Q4 2014 of $0.6 million was comparable to interest income in Q4 2013. 

Income tax recovery increased to $25.8 million in Q4 2014 compared to an income tax expense of$47.2 million in Q4 2013. 
The year-over-year change was primarily attributable to higher losses in Q4 2014 as a result of the gains on lease terminations 
and lease amendments and from the sale ofthe Company's interest in certain joint arrangements in Q4 2013. 

Adjusted EBITDA in Q4 2014 was $(28.8) million, compared to $18.0 million in Q4 2013, a decrease of$46.8 million. 
Adjusted EBITDA was impacted by the loss of rental income of $6.3 million from the sale of the Company's interest in 
ce1iain joint arrangements in the fourth qua1ier of Fiscal 2013, $3.5 million related to the closure of five full-line stores 
previously announced during Fiscal 2013 and $1.4 million due to the termination of the licensing anangement with SHS, 
partially offset by $0.5 million in incremental foreign exchange gain, as compared to Q4 2013. 

2. Segment Per·form:mce 

Results of Mef'(:flandi.~ing Operatio11s 

Fou1·th QuHtcr Fiscal 

(in C4D millions) 
% Chg 2014 % Chg 2014 

2014 vs 2013 2013 2014 vs 2013 2013 

Tot:ll Revenue $ 972.5 (16.8)% $ IJ69.2 $ 3,420.5 ( 13.3)~0 $ 3,945.8 

Cost of goods and services sold, 
operatin9, administrative and s~:lling 
expenses 1,001.3 ( 13.5)% 1.157.5 3,545.0 (9.9)% 3,934.7 

Adjusted EBJTDA $ (28.8) (346.2)'% $ 11.7 $ (124.5) 11111 $ 11.1 

··nm" rm:cms ·-,wt mewrh7,t,1id" 

' /~\dude., di!prec:imioo a11d amorri:arion. fran~'/(,r7Jwlirm ~.:xpeuses am/ 1lOJH'ecur6rJf! if('nJ.\'. 

Comparative Analysis- Rev~:nue for the Company's merchandise operations decreased by 16.8% in Q4 2014 and 13.3% 
in Fiscal 2014, compar~:d to the same periods in Fiscal 2013. Adjusted EBITDA decreased to $(28.8) million in Q4 2014 
and $(124.5) million in Fiscal20 14. compared to $11.7 million and $11.1 million for the same periods in Fiscal 2013. 
Refer to Section l.f. "Consolidated Financial Results" and 1.g. '·foUJih Quarter Results" for additional information. 
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Results of Real Estate Joint Arrangements 

Fourth Quarter Fiscal 

(in CAD mi!!ions) 
% Chg 2014 % Chg 2014 

2014 VS 2013 2013 2014 VS 2013 2013 

Total Revenue $ (100.0)% $ 13.1 $ 4.0 (91.3)% $ 46.0 

Cost of goods and services sold, 
operatin~ administrative and selling 
exEenses (100.0)% 6.8 1.9 (91.1)% 21.4 

Adjusted EBITDA $ (100.0)% $ 6.3 $ 2.1 (91.5)% $ 24.6 

Comparative Analysis- Revenue for the Company's real estate joint arrangements in Q4 2014 and Fiscal20 14 decreased 
by I 00.0% and 91.3%, respectively, as compared to the same periods in Fiscal 2013, primarily related to the sale of the 
Company's interest in certain joint arrangements in the fourth qumier of Fiscal 2013. Adjusted EBITDA for Q4 2014 
decreased to nil in Q4 2014 and $2. I million in Fiscal 2014, as compared to $6.3 million and $24.6 million for the same 
periods in Fiscal 2013. During Fiscal 2014, the Company sold all of its interests in shopping centre real estate joint 
arrangements, as described in Note I I "Joint arrangements" of the Notes to the Consolidated Financial Statements for 
Fiscal 2014. 

3. Consolidated Financial Position, Liquidity and Capital Resources 

Current assets as at January 3 I, 2015 were $1,149.8 million, which was $267.0 million lower than as at February I, 2014. 
The decrease was primarily due to a $254.8 million decrease in cash and cash equivalents and $133.2 million in inventory 
due to improved management of inventory receipts, partially offset by a $126.4 million increase in income taxes 
recoverable primarily due to the utilization ofloss carry backs in certain subsidiaries of the Company and a reclassification 
from deferred tax assets. 

Current liabilities as at January 3 I, 20 I 5 were $627.8 million, which was $222.0 million lower than as at February I, 
2014 due primarily to a decrease of $79.3 million in accounts payable and accrued liabilities, primarily due to lower 
inventory receipts and expense reductions, a decrease of $50.8 million in provisions from severance payments related 
to previously announced transformation actions in the prior period and a decrease of $71.5 million in income taxes 
payable and other taxes payable from tax payments made in the first half of2014 for taxable income earned in the fomth 
quarter of Fiscal 2013. 

Inventories were $641.4 million as at January 31, 2015 compared to $774.6 million as at February I, 2014. The $133.2 
million decrease in the inventory balance is primarily due to improved management of supply chain and store allocation 
compared to Fiscal 2013, and $11.0 million related to the closure of the five full-line stores previously announced during 
Fiscal2013. 

Total cash and cash equivalents was $259.0 million as atJanuary 31,2015, as compared to $513.8 million as at February I, 
2014. The decrease of $254.8 million was primarily due to a higher net loss, tax payments made for taxable income 
earned from the gains on lease terminations and lease amendments and from the sale of the Company's interest in ce1tain 
joint arrangements in Fiscal 2013, severance payments associated with Fiscal 2013 transformation activities, purchases 
of prope1iy, plant and equipment and intangible assets and contributions to the Company's retirement benefit plans, 
pmtially offset by the proceeds from the sale of the Company's interest in ce1tain joint arrangements in Fiscal 2014. 

Total assets and liabilities as at the end of Fiscal 2014 and Fiscal 2013 are as follows: 

(in CAD mi!!ions) 

Total assets 

Total liabilities 

As at As at 

January 31,2015 February I, 2014 

$ 1,774.1 $ 2,392.3 

$ 1,203.3 $ I ,318.5 

Total assets as at January 3 I, 2015 decreased by $618.2 million to $1,774.1 million compared to $2,392.3 million as at 
February I, 2014, due primarily to lower cash and cash equivalents, lower inventory, depreciation, am01tization and 
impairment of prope1ty, plant and equipment and intangible assets and the write down of deferred tax assets, partially 
offset by increases in income taxes recoverable due to a settlement with the taxation authorities for the taxation years 
2006 and 2007 and the utilization of loss carry backs in ce1tain subsidiaries of the Company generated in Fiscal 2014. 
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The expected cash recoverable from the settlement is $52.5 million. Refer to Note 22 "Income taxes" of the Notes to the 
Consolidated Financial Statements for Fiscal 2014 for additional infonnation. 

Total liabilities as at January 31,2015 decreased by $115.2 million to $1,203 .3 million compared to $1,318.5 million as 
at February 1, 2014, due primarily to decreases in accounts payable and accrued liabilities, provisions, income taxes 
payable and other taxes payable, partially offset by increases in retirement benefit liability. 

Cash flow used for operating activities- Cash flow used for operating activities increased by $238.8 million in Fiscal 
2014 to $264.6 million compared to cash flow used for operating activities of$25.8million in Fiscal2013. The Company's 
primary source of operating cash flow is the sale of goods and services to customers and the primary use of cash in 
operating activities is the purchase of merchandise inventories. The increase in cash used for operating activities was 
primarily attributable to a higher net loss, after adjusting for depreciation and ammtization expense, impairment losses, 
and gains on lease tenninations and lease amendments in both periods, severance payments related to previously 
announced transfom1ation actions in the prior period and tax payments made for taxable income eamed on the gains 
from lease terminations and lease amendments and the sale of the Company's interest in certain joint arrangements in 
Fiscal 2013, pmtially offset by lower inventory levels, as compared to the same period in Fiscal 2013. 

Cash flow generated from investing activities - Cash flow generated from investing activities was $18.9 million in 
Fiscal 2014, as compared to cash flow generated from investing activities of$837.0 million in Fiscal 2013. The decrease 
of $818.1 million in cash generated from investing activities was primarily due to proceeds received of $905.9 million 
from lease terminations and lease amendments and from the sale of the Company's interest in certain joint arrangements 
in Fiscal20I3 and a decrease in capital expenditure spending of$I6.8million to $54.0 million. 

Cash flow used for financing activities- Cash flow used for financing activities decreased by $526.5 million to$ I I .0 
million in Fiscal20I4 compared to $537.5 million in Fiscal2013. The decrease in cash flow used was primarily due to 
an extraordinary dividend payment of$509.4 million in Q4 20I 3 and repayments on long-term obligations related to the 
joint arrangements made during Fiscal 20 I 3. 

Contractual Obligations 

Contractual obligations, including payments due over the next five fiscal years and thereafter, are shown in the following 
table: 

Contractual Cash Flow Maturities 

Carrying Within 1 year to 3 years to Beyond 
(ill CAD millioiiS) Amount Total 1 year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 359.4 $ 359.4 $ 359.4 $ $ $ liabilities 

Finance lease obligations including 
payments due within one year 1 28.I 36.0 5.8 I0.6 9.9 9.7 

Operating lease obligations" n/a 428.8 93.8 145.5 94.6 94.9 

Royalties2 n/a 3.4 0.8 2.6 

Purchase agreements2
A n/a 9.7 6.4 ~ ~ 

.) . .) 

Retirement benefit plans obligations3 407.4 85.9 20.2 40.5 24.9 0.3 

$ 794.9 $ 923.2 $ 486.4 $ 202.5 $ 129.4 $ 104.9 

( ·ashflmr maturiltc!S rl.!lared toflncmo.! !l!asl! nhligalions. including pl~\'llh'l7fs dur.! within one yl!ar. include amma! interl!st on finance lr!asl! ohliga1io11s at a 
lrr!ighted an: rage rale c?f"-. 6%. 

fJurclwsl! Of.!l'l!e!lllr!I71S, operating !l!ase ohhgations, and royal!il!s are nor ri!por!ed in the ( 'onso/idated Sta!r!llll!llfs c?fFinanciall'osition. 

Paymr!l1l.\ a1v hasr!d on afimding l'alzration as at Dr!cC!mher 31. 20/3 1rMch lf£H. complr!tr!d on Jw11! 30, ]0/-1 . .-l1~1· ohligation hr!_rond 20/Y lf"Oirld hi! hm·ed 011 a 
.fimding ,·a/uatiun to hr! compli!tl!d as at IJI!cr!mhr!r 31. 20/0. 

( 'r!rtain l"r!J7(/on· require! minimum purchase commitmr!nt lt!rels ur!lr the! term (?f the comrac/. 

Retirement Benefit Plans 

In Fiscal20 14, the Company's retirement benefit plan obligations increased by $121.4 million to $407.4million compared 
to Fiscal 2013 primarily due to the decrease in discount rate and then offset by the plan amendments. 
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In December 2013, the Company amended the early retirement provision of its defined benefit plan to eliminate a benefit 
for employees who voluntarily resign prior to age of retirement, with effect January 1, 2015. In addition, the Company 
amended the defined benefit plan for improvements that increase portability of employees' benefit, with effect March 1, 
2014, and implemented fixed indexing at 0.5% per annum for eligible retirees, with effect January 1, 2014. In December 
2013, the Company froze the benefits offered under the Other Benefits Plan to benefits levels as at January I, 2015. In 
the fourth quarter of2013, the Company recorded a pre-tax gain on amendments to retirement benefits of$42.5 million 
($42.8 million net of $0.3 million of expenses) as shown on the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income. Refer to Note 20 "Retirement benefit plans" of the Notes to the Consolidated Financial 
Statements for Fiscal 2014 for more details. 

During Fiscal 2014, the Company's defined benefit plan offered lump sum settlements to those tenninated employees 
who previously elected to defer the payment of the defined benefit pension until retirement. The accepted offers of$23.6 
million were settled by the end of October 2014. In addition, the Company made a voluntary offer to settle medical and 
dental benefits of eligible members covered under the Other Benefits Plan. The Company incurred expenses of $0.8 
million related to these offers, during 2014 and these expenses were included in "Selling, administrative and other 
expenses". The Company paid $13.8 million to settle acceptances from the Other Benefits Plan offer and recorded a pre
tax gain of $10.6 million ($11.4 million settlement gain less fees of $0.8 million) during 2014 related to these offers. 
Included in the "Total pre-tax remeasurement (losses) gains" of$13 I .9 million in Note 20 "Retirement benefit plans" of 
the Notes to the Consolidated Financial Statements for Fiscal2014, is a $2.7 million pre-tax remeasurement gain related 
to these offers. 

In February 2015 the Company will make another voluntary offer to settle medical and dental benefits of eligible members 
covered under the Other Benefits Plan. The Company expects to settle any acceptances under this voluntary offer during 
the 13-week period ended May 2, 2015. 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
January 31. The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 2013, 
which was completed on June 30, 2014. An actuarial valuation of the health and welfare obligations is performed at least 
every three years, with the last valuation completed as of January 31, 2014. 

During Fiscal20 14, the Company changed the target asset allocation to 55-80% fixed income and 20-45% equity for the 
defined benefit registered pension plan. For the assets in the health and welfare trust, included in Other Benefit Plans, 
the asset allocation is I 00% fixed income. As at the end of Fiscal 2014 and 2013, the assets were in line with the target 
allocation range. The asset allocation may be changed from time to time in terms of weighting between fixed income, 
equity and other asset classes as well as within the asset classes themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the 
Company's funding policies and expected returns on various asset classes. To develop the expected long-term rate of 
return on assets assumption, the Company considered the historicai returns and the future expectations for returns for 
each asset class, as well as the target asset allocation of the pension portfolio. 

Capital Resources 

The Company's capital expenditures, working capital needs, debt repayment and other financing needs are funded 
primarily through cash generated from operations and existing cash on hand. In selecting appropriate funding choices, 
the Company's objective is to manage its capital structure in such a way as to diversifY its funding sources, while 
minimizing its funding costs and risks. Sears expects to be able to satisfY all of its financing requirements through cash 
on hand, cash generated by operations and, if necessary, availability under the Company's credit facility as described 
below. The Company's cost of funding is affected by general economic conditions, including the overall interest rate 
environment, as well as the Company's financial performance, credit ratings and fluctuations of its credit spread over 
applicable reference rates. 

The Company's debt consisted of finance lease obligations. The Company's share of its real estate joint arrangement 
obligations were fully repaid during Fiscal20 14. In September 20 I 0, the Company entered into an $800.0 million senior 
secured revolving credit facility (the "Credit Facility.") with a syndicate oflenders with a maturity date of September I 0, 
2015. 
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On May 28, 2014, the Company announced that it had extended the term of its Credit Facility to May 28, 2019 and 
reduced the total credit limit to $300.0 million. The Amended Credit Facility is secured with a first lien on inventory and 
credit card receivables. The Company incurred additional transaction costs of$1.0 million in Fiscal 2014 related to the 
Amended Credit Facility. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base formula, up to a maximum 
availability of$300.0 million. Availability under the Amended Credit Facility was $260.7 million as at January 31, 2015 
(February I, 2014: $374.0 million). In 2013, as a result of judicial developments relating to the priorities of pension 
liability relative to certain secured obligations, the Company provided additional security to the lenders by pledging 
certain real estate assets as collateral, thereby partially reducing the potential reserve amount the lenders could apply. As 
at January 31, 2015, three properties in Ontario have been registered under the Amended Credit Facility. The additional 
reserve amount may increase or decrease in the future based on changes in estimated net pension deficits in the event of 
a wind-up, and based on the amount of real estate assets pledged as additional collateral. The estimated reserves, if applied 
as at January 31, 2015, would reduce the Company's borrowing availability by $26.0 million. 

The Amended Credit Facility contains covenants which are customary for facilities of this nature and the Company was 
in compliance with all covenants as at January 31, 2015. 

As at January 31, 2015, the Company had no borrowings on the Amended Credit Facility and had unamortized transaction 
costs associated with the Amended Credit Facility of$4.2million included in "Other long-term assets" in the Consolidated 
Statements of Financial Position (February I, 2014: no borrowings and net of unamortized transaction costs of $4.4 
million included in "Other long-term assets"). In addition, the Company had $39.3 million (February I, 2014: $24.0 
million) of standby letters of credit outstanding against the Amended Credit Facility. These letters of credit cover various 
payment obligations. Interest on drawings under the Amended Credit Facility is determined based on bankers' acceptance 
rates for one to three month terms or the prime rate plus a spread. Interest amounts on the Amended Credit Facility are 
due monthly and are added to principal amounts outstanding. 

As at January 31, 2015, the Company had outstanding merchandise letters of credit of U.S. $6.9 million (February 1, 
2014: U.S. $9.0 million) used to support the Company's offshore merchandise purchasing program with restricted cash 
pledged as collateral. 

The Company has entered into a mortgage on land that it owns in Burnaby, British Columbia. In accordance with the 
Burnaby development project with Concord, the land has been allocated as security for future borrowings (see Note 35 
"North Hill and Burnaby arrangements" of the Notes to the Consolidated Financial Statements for Fiscal 2014 for 
additional information). 

4. Financial Instruments 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk 
consists of foreign exchange and interest rate risk. See Note 14 "Financial instruments" ofthe Notes to the Consolidated 
Financial Statements for Fisca12014 for additional information. 

Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's 
counterparties to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash 
equivalents, accounts receivable and other long-term assets. 

Cash and cash equivalents, accounts receivable, derivative instruments and investments included in other long-term assets 
totaling $340.5 million as at January 31, 2015 (February I, 2014: $605.8 million) expose the Company to credit risk 
should the borrower default on maturity of the investment. The Company manages this exposure through policies that 
require borrowers to have a minimum credit rating of A, and limiting investments with individual borrowers at maximum 
levels based on credit rating. 

The Company is exposed to minimal credit risk from third parties as a result of ongoing credit evaluations and review 
of accounts receivable collectability. As at January 31, 2015, one party represented 11.0% of the Company's net accounts 
receivable (February I, 2014: one party represented 11.3% ofthe Company's net accounts receivable). 
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Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfY financial liabilities as they come due. 
The Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet 
current and foreseeable financial requirements at a reasonable cost. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency 
exchange rates, interest rates and commodity prices. 

From time to time, the Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect 
to U.S. dollar denominated assets and liabilities and purchases of goods or services. As at January 31, 2015, there were 
forward contracts outstanding with a notional value of U.S. $40.0 million (February I, 2014: U.S. $90.0 million) and a 
fair value of$7.2 million included in "Derivative financial assets" (February I, 2014: $7.2 million) in the Consolidated 
Statements of Financial Position. These derivative contracts have settlement dates extending to April 2015. The intrinsic 
value portion of these derivatives has been designated as a cash flow hedge for hedge accounting treatment under 
International Accounting Standards ("lAS") 39, Financial Instruments: Recognition and Measurement. These contracts 
are intended to reduce the foreign exchange risk with respect to anticipated purchases ofU .S. dollar denominated goods 
purchased for resale ("hedged item"). As at January 31,2015, the designated portion of these hedges was considered 
effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements 
of Financial Position, the fair value of the contracts is included in "Derivative financial assets" or "Derivative financial 
liabilities", depending on the fair value, and classified as current or long-term, depending on the maturities of the 
outstanding contracts. Changes in the fair value of the designated portion of contracts are included in "Other 
comprehensive income (loss), net of taxes" ("OCI") for cash flow hedges, to the extent the designated p011ion of the 
hedges continues to be effective, with any ineffective portion included in "Cost of goods and services sold" in the 
Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. Amounts previously included in 
OCI are reclassified to "Cost of goods and services sold" in the same period in which the hedged item impacted net (loss) 
earnings. 

During Fiscal2014, the Company recorded a loss of$5.0 million (2013: loss of$7.6 million), in "Selling, administrative 
and other expenses", relating to the translation or settlement of U.S. dollar denominated monetary items consisting of 
cash and cash equivalents, accounts receivable and accounts payable. 

The year end exchange rate was 0.7867 U.S. dollar to Canadian dollar. A I 0% appreciation or depreciation of the U.S. 
dollar and/or the Canadian dollar exchange rate was determined to have an after-tax impact on net (loss) earnings of$0.3 
million for U.S. dollar denominated balances included in cash and cash equivalents, accounts receivable and accounts 
payable. 

Interest rate risk 
From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage 
exposure to interestraterisks.As atJanuary 31,2015, the Company had no interestrateswapcontracts in place(February 1, 
2014: nil). 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial 
assets and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and cash equivalents and borrowings under the Amended Credit Facility, when applicable, are subject to interest 
rate risk. The total subject to interest rate risk as at January 31, 2015 was a net asset of$260.3 million (February I, 2014: 
net asset of$515.1 million). An increase or decrease in interest rates of25 basis points would cause an after-tax impact 
on net (loss) earnings of$0.5 million for net assets subject to interest rate risk included in cash and cash equivalents and 
other long-term assets at the end of Fiscal 2014. 

5. Funding Costs 

The funding costs for the Company in Fiscal 2014 and Fiscal 2013 are outlined in the table below: 
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Fourth Quarter Fiscal 

(in CAD millions) 2014 2013 2014 2013 

Interest costs 

Total long-term obligations at end ofperiod1 $ 28.1 $ 35.9 $ 28.1 $ 35.9 

Average long-term obligations for period2 28.6 44.5 31.0 52.1 

Long-term funding costs3 0.5 1.0 2.3 4.1 

Average rate of long-term funding 7.0% 9.0% 7.4% 7.9% 

Includes current portion of long-term oh/i~ations. 

71te a1·erage /ong-tl!rm ohligations is calculated as an a1•era[!.e ~{the opening am! ending halances as at each reporting date throughout the period. 

I.:.:w:ludes standhyfee on the zmused portion of the Amended Credit Facili~l', amortization o.fdeht is.mance costs, imerest (recm·ered) accnted ndated to uncertain 
tax positions am! sales tax assessments. 

See Section 3 "Consolidated Financial Position, Liquidity and Capital Resources" of this MD&A for a description of the 
Company's funding sources. 

6. Related Party T.-ansactions 

As at March 12, 2015, ESL Investments, Inc., and investment affiliates including Edward S. Lampert, (collectively 
"ESL"), was the beneficial holder of 50,438,809 common shares, representing approximately 49.5%, of the Company's 
total outstanding common shares. Holdings was the beneficial holder of 11,962,391 common shares, representing 
approximately II. 7% of the Company's total outstanding common shares. 

On October 2, 2014, Holdings announced the commencement of a rights offering for 40 million common shares of the 
Company. Each holder of Holdings' common stock received one subscription right for each share of Holdings' common 
stock held as of the close of business on October 16, 2014, the record date for the rights offering. Each subscription right 
entitled the holder to purchase their pro rata portion of the Company's common shares being sold by Holdings in the 
rights offering at a price of$10.60 per share (U.S. $9.50 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 their pro rata 
portion of the rights in full prim· to November I, 2014. 

Transactions in the ordinary course of business between the Company and Holdings are recorded either at fair market 
value or the exchange amount, which was established and agreed to by the related parties. See Note 30 "Related party 
transactions" of the Notes to the Consolidated Financial Statements for Fiscal 2014 for a detailed description of these 
related party transactions. 

Intangible Properties 

The Company has a license from Holdings to use the name "Sears" as part of its corporate name. The Company also has 
licenses from Holdings to use other brand names, including Kenmore®, Craftsman®, and DieHard®. The Company has 
established procedures to register and otherwise vigorously protect its intellectual property, including the protection of 
the Holdings trademarks used by the Company in Canada. 

Software Agreement 

The Company and Holdings are parties to an infom1ation technology agreement for the sharing of information technology 
and software development, ownership and costs, which agreement, as amended October 7, 2014, tenninated when 
Holdings ceased to control 50% of the voting power of Sears Canada, subject to a three year transition period. 

Import Services 

Pursuant to an agreement between Holdings and the Company dated January I, 1995, Sears Canada utilizes the 
international merchandise purchasing services ofHoldings. Holdings may provide assistance to the Company with respect 
to monitoring and facilitating the production, inspection and delivery of imported merchandise and the payment to 
vendors. Sears Canada pays Holdings a fee based on a stipulated percentage of the value of the imported merchandise. 
In Fiscal2014, Sears Canada paid $3.6 million to Holdings in connection with this agreement compared to $4.8 million 
in Fiscal2013. 
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Review and Approval 

Material related party transactions are reviewed by the Audit Committee of the Company's Board ofDirectors (the "Audit 
Committee"). The Audit Committee is responsible for pre-approving all related party transactions that have a value greater 
than $1.0 million. 

7. Shareholders' Equity 

The only outstanding shares of the Company are common shares. The number of outstanding common shares at the end 
ofFiscal2014 and Fiscal2013 are as follows: 

Outstanding common shares 

As at 
January 31, 2015 

101,877,662 

As at 
February I, 2014 

101,877,662 

In Fiscal 2014, no common shares were issued (20 13: no common shares were issued) with respect to the exercise of 
options pursuant to the Employees Stock Plan as all options expired on February I, 2014. Refer to Section 8 "Share 
Based Compensation" for additional infonnation. 

On May 22,2013, the Toronto Stock Exchange ("TSX") accepted the Company's Notice of Intention to make a Nonnal 
Course Issuer Bid ("20 13 NCIB") and permitted the Company to purchase for cancellation its common shares. Purchases 
were allowed to commence on May 24,2013 and were to be terminated by May 23,2014. There were no share purchases 
made under the 2013 NCJB. The Company did not renew the Nom1al Course Issuer Bid subsequent to May 23,2014. 

Prior to May 23, 2014, from time to time, when the Company did not possess material undisclosed information about 
itself or its securities, it entered into a pre-defined plan with a designated broker to allow for the repurchase of common 
shares at times when the Company ordinarily would not have been active in the market due to its own internal trading 
blackout periods, insider trading rules, or otherwise. Any such plans entered into with the Company's designated broker 
were adopted in accordance with the requirements of applicable Canadian securities laws. 

As at March 12, 2015, there were I 01,877,662 common shares outstanding. 

8. Share Based Compensation 

Restricted Share Unit Grant (''RSU") 

During Fiscal 2014, the Company granted 225,000 RSUs (20 13: nil) to an executive under an equity-based compensation 
plan. For equity-settled awards, the fair value of the grant ofRSUs is recognized as compensation expense over the period 
that the related service is rendered with a corresponding increase in equity. The total amount expensed is recognized over 
a three-year vesting period on a tranche basis, which is the period over which all of the specified vesting conditions are 
to be satisfied. At each balance sheet date, the estimate of the number of equity interests that are expected to vest is 
reviewed. The impact of any revision to original estimates is recognized in "Selling, administrative and other expenses" 
in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 

These RSUs had a grant-date fair value of$1.9 million (2013: nil). The fair value of the grant was determined based on 
the Company's share price at the date of grant, and is entitled to accrue common share dividends equivalent to those 
declared by the Company, which would be settled by a grant of additional RSUs to the executive. 

Compensation expense included in "Selling, administrative and other expenses" for Fiscal 2014 related to RSUs was 
$0.4 million (2013: nil). 

9. Event After the Reporting Period 

On March II, 2015, the Company announced it had entered into an agreement with Concord to sell and lease back three 
of its owned prope1ties for a total consideration of$140.0 million subject to certain adjustments. The Company expects 
net proceeds after any adjustments or taxes to be approximately $130.0 million. The properties in the transaction include 
the Company's stores and surrounding area located at the North Hill Shopping Centre in Calgary, Alberta, Metropolis at 
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Metrotown in Burnaby, British Columbia and Cottonwood Mall in Chilliwack, British Columbia. These properties, 
including land, building and equipment, had a net carrying value of approximately $60.9 million included in "Property, 
plant and equipment" in the Consolidated Statements of Financial Position, as at January 31, 2015. The agreement is 
subject to customary closing conditions. The transaction is scheduled to close on June 8, 2015, and the ultimate amount 
and timing of gain recognition will be determined during the second quarter of Fiscal 2015. Upon closing, the existing 
arrangements with Concord described in Note 35 "North Hill and Burnaby arrangements" of the Notes to the Consolidated 
Financial Statements for Fiscal 2014, will terminate. The Company will continue to operate the stores located at these 
shopping centres under long-term leases and there is no impact on customers or employees at these locations. 

10. Accounting Policies and Estimates 

a. Critical Accounting Estimates 

In the application of the Company's accounting policies, management is required to make judgments, estimates and 
assumptions with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and underlying assumptions are based on historical experience and other factors that are considered to be 
relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods, if the revision affects both current 
and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting 
policies, key assumptions concerning the future and other key sources of estimation uncertainty that have the potential 
to materially impact the carrying amounts of assets and liabilities within the next fiscal year. 

I 0.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits 
of each claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted 
by internal and external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net 
(Loss) Earnings and Comprehensive (Loss) Income. See Note 16 "Provisions" of the Notes to the Consolidated Financial 
Statements for Fiscal 2014 for additional information. 

10.2 Jnvent01y 

10.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written-down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated 
based on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is 
estimated based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory 
count data. 

10.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is 
estimated based on historical data and current vendor agreements. 

1 0.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in 
the cost of inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and 
a charge or credit to "Cost of goods and services sold" in the Consolidated Statements of Net (Loss) Earnings and 
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Comprehensive (Loss) Income. See Note 7 "Inventories" of the Notes to the Consolidated Financial Statements for Fiscal 
2014 for additional information. 

1 n. 3 Impairment of property, plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to cash generating units ("CGU'). 
At the end of each repot1ing period, the carrying amounts of property, plant and equipment and intangible assets with 
finite useful lives are assessed to determine if there is any evidence that an asset is impaired. Detennining ifthere are 
any facts and circumstances indicating impairment loss is a subjective process involving judgment and a number of 
estimates and assumptions. Jfthere are such facts and circumstances, the recoverable amount of the asset is estimated. 

Assets that cannot be tested individually for impairment are grouped into the smallest group of assets that generates cash 
inflows through continued use that are largely independent of the cash inflows from other assets or groups of assets (cash 
generating unit or CGU). 

The recoverable amount of an asset or a CGU is the higher of its value in use and fair value less costs to sell. To determine 
value in use, expected future cash flows are discounted using a pre-tax rate that reflects current market assessments of 
the time value of money and the risks specific to the asset or CGU. In the process of measuring expected future cash 
flows, the Company makes assumptions about future operating profit. These assumptions relate to future events and 
circumstances. Although the assumptions are based on market information available at the time ofthe assessment, actual 
results may vary. 

The Company's corporate and intangible assets do not generate separate cash flows. If there is evidence that a corporate 
or intangible asset is impaired, the recoverable amount is determined for the CGU to which the corporate asset belongs. 
Impairments are recorded when the carrying amount of the CGU to which the corporate asset belongs is higher than its 
recoverable amount. 

Changes in estimates may result in changes to "Propet1y, plant and equipment" and '"Intangible assets" on the Consolidated 
Statements offinancial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. See Note 9 "Property, plant and equipment and 
investment properties" and Note 1 O"Goodwill and intangible assets" of the Notes to the Consolidated Financial Statements 
for Fiscal 2014 for additional information. 

1 0.../ lmpairmem qfgoodivill 

Determining whether goodwill is impaired requires the Company to detem1ine the recoverable amount of the CGU to 
which the goodwill is allocated. To deterrnine the recoverable amount ofthe CGU, management is required to estimate 
its value by evaluating expcc:ted future cash flow using an appropriate growth rate, the estimated costs to sell and a 
suitable discount rate to calculate the value in use. See Note I 0 "Goodwill and intangible assets" of the Notes to the 
Consolidated Financial Statements for Fiscal 2014 for additional infonnation. 

1().5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation 
rate, salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the ''Retirement benefit liability'' on the Consolidated Statements of 
Financial Position and a charge or credit to "Selling, administrative and other expenses" and OCI in the Consolidated 
Statements oP,Jet (Loss) Earnings and Comprehensive (Loss) Income. See Note 20 "Retirement benefit plans" of the 
Notes to the Consolidated Financial Statements for Fiscal2014 for additional information. 

In. 6 Loyalty program defen-ed revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized 
upon redemption of the points for merchandise. The redemption value of the points is estimated at the initial sale 
transaction, based on historical behaviour and trends in redemption rates and redemption values, as well as an adjustment 
for the percentage of points that are expected to be converted to reward cards, but for which the likelihood of redemption 
is remote ("reward card breakage"). 

Changes in estimates may result in changes to "Deferred revenue" (current) on the Consolidated Statements of Financial 
Position and an increase or decrease to "Revenue" in the Consolidated Statements of Net (Loss) Earnings and 
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Comprehensive (Loss) Income. See Note I 3 "Deferred revenue" of the Notes to the Consolidated Financial Statements 
for Fiscal2014 for additional information. 

10. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar forward contracts are traded over-the-counter and give holders the 
right to buy a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. 
dollar forward contracts is estimated by discounting the difference between the contractual forward price and the current 
forward price for the residual maturity of the contract using a risk-free interest rate. The fair value of fuel swaps is based 
on counterparty confirmations tested for reasonableness by discounting estimated future cash flows derived from the 
terms and maturity of each contract using market fuel prices atthe measurement date. The Company is required to estimate 
various inputs which are used in these calculations that are a combination of quoted prices and observable market inputs. 
The fair values of derivatives include an adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the 
Consolidated Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, 
administrative and other expenses" or OCI in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive 
(Loss) Income. See Note 14 "Financial instruments" of the Notes to the Consolidated Financial Statements for Fiscal 
2014 for additional information. 

10.8 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Cost of goods and services sold" or "Selling, administrative and other expenses" in 
the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. See Note 16 "Provisions" of 
the Notes to the Consolidated Financial Statements for Fiscal2014 for additional information. 

10.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception 
of the lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were 
evaluated based on certain significant assumptions including the discount rate, economic life of an asset, lease term and 
existence of a bargain renewal option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Current portion of long
term obligations" and "Long-tenn obligations" on the Consolidated Statements of Financial Position and a charge or 
credit to "Selling, administrative and other expenses" and "Finance costs" in the Consolidated Statements ofNet (Loss) 
Earnings and Comprehensive (Loss) Income. See Note 19 "Leasing arrangements" of the Notes to the Consolidated 
Financial Statements for Fiscal 2014 for additional information. 

10.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company 
believes that its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax 
authorities. The Company applies judgment and routinely evaluates and provides for potentially unfavourable outcomes 
with respect to any tax audits. If the result of a tax audit materially differs from the existing provisions, the Company's 
effective tax rate and its net (loss) earnings will be affected positively or negatively. The Company also uses judgment 
in assessing the likelihood that deferred income tax assets will be recovered from future taxable income by considering 
factors such as the reversal of deferred income tax liabilities, projected future taxable income, tax planning strategies 
and changes in tax laws. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Income 
and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of Financial Position and a charge 
or credit to "Income tax recovery (expense)" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive 
(Loss) Income. See Note 22 "Income taxes" of the Notes to the Consolidated Financial Statements for Fiscal2014 for 
additional information. 
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I O.II Gift Card 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by 
customers. The Company also recognizes income when the likelihood of redeeming the gift card is remote ("gift card 
breakage"). Gift card breakage is estimated based on historical redemption patterns. Changes in estimates of the 
redemption patterns may result in changes to "Deferred Revenue" (current) on the Consolidated Statements ofFinancial 
Position and an increase or decrease to "Revenue" in the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income. 

I O.I2 Classification ofjoint arrangements 

The Company had classified its interests in real estate joint arrangements related to three shopping centres as joint 
operations. In doing so, the Company determined that the decisions regarding relevant activities require unanimous 
consent of the parties sharing control. In the event of a dispute between parties sharing control of the joint arrangements, 
settlement occurs through unbiased arbitration, legal action, or a sale ofthe party's interest to the other party. The Company 
examined the legal structure, contractual arrangements and other relevant facts and circumstances for each joint 
arrangement and determined that it had rights to the assets and obligations to the liabilities of each joint arrangement. 
Therefore, the Company has determined that its real estate joint arrangements were joint operations and were recognized 
in accordance with the Company's interest in the assets, liabilities, revenues and expenses ofthese arrangements. See 
Note II "Joint arrangements" of the Notes to the Consolidated Financial Statements for Fiscal 2014 for additional 
information. 

b. Issued Standards Not Yet Adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the International 
Accounting Standards Board ("IASB") that the Company may be required to adopt in the future. Since the impact of a 
proposed standard may change during the review period, the Company does not comment publicly until the standard has 
been finalized and the effects have been detennined. 

In July 2014, the IASB issued the final publication of the following standard: 

IFRS 9, Financial Instruments ("IFRS 9") 

!FRS 9 replaces lAS 39, Financial Instruments: Recognition and Measurement. This standard establishes 
principles for the financial reporting of financial assets and financial liabilities that will present relevant and 
useful information to users of financial statements for their assessment of the amounts, timing and uncertainty 
of an entity's future cash flows. This standard also includes a new general hedge accounting standard which 
will align hedge accounting more closely with risk management. It does not fully change the types of hedging 
relationships or the requirement to measure and recognize ineffectiveness, however, it will provide more hedging 
strategies that are used for risk management to qualify for hedge accounting and introduce more judgment to 
assess the effectiveness of a hedging relationship. Adoption of !FRS 9 is mandatory and will be effective for 
annual periods beginning on or after January I, 2018 with early adoption permitted. The Company is currently 
assessing the impact of adopting this standard on the Company's consolidated financial statements and related 
note disclosures. 

In May 2014, the IASB issued the following new standard: 

IFRS I5, Revenue from Contracts with Customers (""IFRS I5 ") 

!FRS 15 replaces lAS I I, Construction Contracts, and lAS 18, Revenue, as well as various interpretations 
regarding revenue. This standard introduces a single model for recognizing revenue that applies to all contracts 
with customers, except for contracts that are within the scope of standards on leases, insurance and financial 
instruments. This standard also requires enhanced disclosures. Adoption of !FRS 15 is mandatory and will be 
effective for annual periods beginning on or after January I, 2017, with earlier adoption permitted. The Company 
is currently assessing the impact of adopting this standard on the Company's consolidated financial statements 
and related note disclosures. 

In May 2014, the IASB issued amendments to a previously released standard as follows: 

IFRS II, Joint Arrangements ("IFRS II") 

The IASB has amended !FRS II to require business combination accounting to be applied to acquisitions of 
interests in a joint operation that constitute a business. The amendments will be effective for annual periods 
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beginning on or after January I, 20 I 6, with earlier adoption permitted. The Company is currently assessing the 
impact of these amendments on the Company's consolidated financial statements and related note disclosures. 

11. Disclosure Controls and Procedures 

Disclosure Controls and Procedures 

Management of the Company is responsible for establishing and maintaining a system of disclosure controls and 
procedures ("DC&P") that are designed to provide reasonable assurance that information required to be disclosed by the 
Company in its public disclosure documents, including its Annual and Interim MD&A, Annual and Interim Financial 
Statements, and AIF is recorded, processed, summarized and reported within required time periods and includes controls 
and procedures designed to ensure that the information required to be disclosed by the Company in its public disclosure 
documents is accumulated and communicated to the Company's management, including the CEO and Chief Financial 
Officer ("CFO"), to allow timely decisions regarding required DC&P. 

Management of the Company, including the CEO and CFO, has caused to be evaluated under their supervision, the 
Company's DC&P, and has concluded that the Company's DC&P was effective for the year ended January 31, 2015. 

Internal Control over Financial Reporting 

Management of the Company is also responsible for establishing and maintaining adequate internal control over financial 
reporting to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with IFRS. 

Management of the Company, including the CEO and CFO, has caused to be evaluated the internal control over financial 
reporting and has concluded, based on that evaluation, that the Company's internal control over financial reporting was 
effective as at the fiscal year-end, being January 31,2015. Additionally, Management of the Company evaluated whether 
there were changes in the internal control over financial reporting during Fiscal 2014 that have materially affected, or 
are reasonably likely to materially affect, the Company's internal control over financial reporting and has determined 
that no such changes occurred during this period. 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems 
that have been determined to have been designed effectively can only provide reasonable assurance with respect to 
financial reporting and financial statement preparation. 

12. Risks and Uncertainties 

Risks Relating to Our Business 

If the Company is unable to compete effectively in the highly competitive retail industry, the Company~ business and 
results of operations could be materially adversely affected. 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share. 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 perfonnance of the Company's competitors could have a material 
adverse effect on the Company's business, results of operations, and financial condition. 

In order to stay competitive and relevant to our customers, the Company's strategic plan for 2015 is centered on four areas 
of focus: product, operations, infrastructure and network. The achievement of strategic goals may be adversely affected by 
a wide range of factors, many of which are beyond the Company's control. The inability to execute and integrate strategic 
plans could have a negative impact on the Company's current operations, market reputation, customer satisfaction and 
financial position. The Company's ability to implement and achieve its long-term strategic objectives is dependent on the 
achievement of these strategic plans and initiatives. There can be no assurance that such plans and initiatives will yield the 
expected results, either of which could cause the Company to fall short in achieving financial objectives and long-range 
goals. 
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Additional risk may arise when retailers carrying on business in Canada in competition with the Company engage in marketing 
activities which are not in full compliance with Canadian legal requirements regarding advertising and labeling rules and 
product quality standards. Such retailers may gain an unfair advantage and their activities may negatively affect the Company's 
business and results of operations. 

The majority of the performance payments earned pursuantto the credit card marketing and servicing alliance with JPMorgan 
Chase are related to customers' purchases using the Sears Card and Sears MasterCard. The credit card industry is highly 
competitive as credit card issuers continue to expand their product offerings to distinguish their cards. As competition 
increases, there is a risk that a reduction in the percentage of purchases charged to the Sears Card and Sears MasterCard may 
negatively impact the Company's results of operations and financial condition. 

Due to the seasonality of tire Company's business, the Company's results of operations would be adversely affected if tire 
Company's business performed poorly in the fourth quarter or as a result of unseasonable weather patterns. 

The Company's operations are seasonal in nature with respect to results of operations and in products and services offered. 
Merchandise and service revenues, as well as performance payments received from JPMorgan Chase, vary by quarter based 
upon consumer spending behavior. Historically, the Company's 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, the fourth 
quarter results of operations significantly impacts the Company's annual results of operations. The Company's fourth quarter 
results of operations may fluctuate significantly based on many factors, including holiday spending patterns and weather 
conditions. In addition, the Company offers many seasonal goods and services. The Company establishes budgeted inventory 
levels and promotional activity in accordance with its strategic initiatives and expected consumer demand. Businesses 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. 

If tire Company fails to offer merchandise and services that the Company's customers w.ant, the Company's sales may 
be limited, which would reduce tire Company's revenues and profits and adversely impact the Company's results of 
operations. 

To be successful, the Company must identify, obtain supplies, and offer to customers attractive, relevant and high-quality 
merchandise and services on a continuous basis. Customers' preferences may change over time. If we misjudge either the 
demand for products and services the Company sells or the Company's customers' purchasing habits and tastes, the Company 
may be faced with excess inventories of some products and missed opportunities for products and services the Company 
chose not to offer. This could have a negative effect on the Company's revenues and profits and adversely impact our results 
of operations. 

The Company's failure to retain our senior management team and to continue to attract qualified new personnel could 
adversely affect tire Company's business and results of operations. 

The Company's success is dependent on its ability to attract, motivate and retain senior leaders and other key personnel. The 
loss of one or more of the members of the Company's senior management may disrupt the Company's business and adversely 
affect its results of operations. Furthermore, the Company may not be successful in attracting, assimilating and retaining new 
personnel to grow its business profitably. The inability to attract and retain key personnel could have an adverse effect on 
the Company's business. 

If the Company does not successful(v manage its inventory levels, tire Company's results of operations will be adversely 
affected. 

The Company must maintain sufficient in-stock inventory levels to operate the business successfully while minimizing out
of-stock levels. A significant portion of inventory is sourced from vendors requiring advance notice periods in order to supply 
the quantities that we require. These lead times may adversely impact the Company's ability to respond to changing consumer 
preferences, resulting in inventory levels that are insufficient to meet demand or in merchandise that may have to be sold at 
lower prices. Inappropriate inventory levels or a failure to accurately anticipate the future demand for a particular product 
or the time it will take to obtain new inventory may negatively impact the Company's results of operations. 
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If the Company is unable to secure an agreement with a financial institution for the management ofthecreditandfinancial 
services operations under substantially the same terms and conditions as currently in existence, the Company's results 
of operations may be negatively impacted. 

The credit and financial services operations of the Company are currently managed by JPMorgan Chase. The Company 
entered into a long-term marketing and servicing alliance with JPMorgan Chase in 2006 with a term of I 0 years. 

On November 17, 2014, the Company and JPMorgan Chase announced that their credit agreement relating to the Sears Card 
and Sears MasterCard credit cards will terminate on the expiration date set forth in the agreement, which is November 15, 
2015. JPMorgan Chase will continue to service the Company's credit card business to at least November 15,2015 and will 
have no obligation to do so after such date. As the Company is currently in the process of considering available options with 
respect to the future management of the credit and financial services operations, there is a risk that the Company may not be 
able to secure a new agreement, or secure an agreement with substantially the same terms and conditions that it previously 
had with JPMorgan Chase, which may in turn affect the Company's results of operations and financial condition. 

The Company relies extensively on computer systems to process transactions, summarize results and manage its business. 
Disruptions in these systems could harm the Company's ability to run its business. 

Given the number of individual transactions that the Company processes each year, it is critical that the Company maintains 
uninterrupted operation of its computer and communications hardware and software systems. These systems are subject to 
obsolescence, damage or interruption from power outages, computer and telecommunications failures, computer viruses, 
security breaches, catastrophic events such as fires, natural disasters and adverse weather occurrences and usage errors by 
the Company's employees. If the systems are damaged or cease to function properly, the Company may have to make a 
significant investment to fix orreplacethem, may suffer interruptions in operations in the interim and the Company's reputation 
with its customers may be harmed. 

The Company's ability to maintain sufficient inventory levels in its stores is critical to the Company's success and largely 
depends upon the efficient and uninterrupted operation of its computer and communications hardware and software systems. 
Any material interruption in the Company's computer operations may have a material adverse effect on the Company's 
business and results of operations. 

The Company relies on foreign sources for significant amounts of its merchandise, and the Company~ business may 
therefore be negatively affected by the risks associated with international trade. 

The Company is dependent upon a significant amount of products that originate from non-Canadian markets. In particular, 
the Company sources a significant amount of products from China. The Company is subject to the risks that are associated 
with the sourcing and delivery of this merchandise, including: potential economic, social, and political instability in 
jurisdictions where suppliers are located; structural integrity and fire safety of foreign factories; 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 and quotas; and the imposition and collection of taxes and duties. 
Any increase in cost to the Company of merchandise purchased from foreign vendors or restriction on the merchandise made 
available to the Company by such vendors could have an adverse effect on the Company's business and results of operations. 

Damage to the reputations of the brands the Company sells could reduce the Company~ revenues and profits and adversely 
impact the Company's results of operations. 

As a diverse and multi-channel retailer, the Company promotes many brands as part of the Company's normal course of 
business. These brands include the Sears brand, Sears private label brands for product lines such as Jessica, and non-proprietary 
brands exclusive to the Company. Damage to the reputation of these brands or the reputation of the suppliers of these brands 
could negatively impact consumer opinions of the Company or its related products and reduce its revenues and profits and 
adversely impact its results of operations. In those circumstances, it may be difficult and costly for the Company to regain 
customer confidence. 

If the Company's relationships with its significant suppliers were to be impaired, it could have a negative impact on the 
Company's competitive position and adversely impact its results of operations and financial condition. 

Although the Company's business is not substantially dependent on any one supplier, the Company's relationship with certain 
suppliers is of significance to its merchandising strategy, including attracting customers to its locations, cross-segment sales 
and image. The loss of a significant supplier relationship could result in lower revenues and decreased customer interest in 
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the Company's stores, which, in turn, would adversely affect the Company's results of operations and financial condition. 
In addition, the Company may not be able to develop relationships with new suppliers, and products from alternative sources, 
if any, may be of a lesser quality and more expensive than those the Company currently purchases. 

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

The Company has entered into agreements with third-party service providers (both domestic and international) to provide 
processing and administration functions over a broad range of areas. These areas include finance and accounting, information 
technology, call centre, payroll and procurement functions. Services provided by third parties as a part of outsourcing initiatives 
could be interrupted as a result of many factors, such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages or other significant events outside of the Company's 
control, contract disputes, or failure by third parties to provide these services on a timely basis within service level expectations 
and perfonnance standards, which could result in a disruption of the Company's business, and adversely affect the Company's 
results of operations. In addition, to the extent the Company is unable to maintain its outsourcing arrangements, it could 
potentially incur substantial costs, including costs associated with hiring new employees, in order to return these services 
in-house. 

The Company relies on its relationship with a number of licensees to manage and operate the day-to-day operations of 
certain components of the Company's business. 

The Company has entered into licensing arrangements with various third parties. The financial instability oflicensees and 
their inability to fulfill the terms and obligations under their respective agreements with the Company could potentially have 
a negative effect on the Company's revenues with respect to these arrangements and could cause the Company to incur 
substantial costs, including moving the services in-house or finding an alternative third party to perform the services. 

The lack of willingness of the Company~ vendors to provide acceptable payment terms could negatively impact the 
Company's liquidity and/or reduce the availability of products or services that the Company seeks to procure. 

The Company depends on its vendors to provide it with financing for the Company's purchases of inventory and services. 
The Company's vendors could seek to limit the availability of vendor credit to the Company or other terms under which they 
sell to the Company, or both, which could negatively impact the Company's liquidity. In addition, the inability of the 
Company's vendors to access liquidity, or the insolvency of the Company's vendors, could lead to their failure to deliver 
inventory or other services to the Company. Certain of the Company's vendors may finance their operations and/or reduce 
the risk associated with collecting accounts receivable from the Company by selling or "factoring" the receivables or by 
purchasing credit insurance or other forms of protection from loss associated with the Company's credit risks. The ability 
of the Company's vendors to do so is subject to the Company's perceived credit quality. The Company's vendors could be 
limited in their ability to factor receivables or obtain credit protection in the future because of the Company's perceived 
financial position and credit worthiness, which could reduce the availability of products or services the Company seeks to 
procure. 

The Company may be subject to product liability claims if people or properties are harmed by the products the Company 
sells or the services it offers. 

The Company sells products produced by third party manufacturers. Some of these products may expose the Company to 
product liability claims relating to personal injury, death or property damage caused by such products and may require the 
Company to take actions, such as product recalls. In addition, the Company also provides various services which could give 
rise to such claims. Although the Company maintains liability insurance to mitigate these potential claims, the Company 
cannot be certain that its coverage will be adequate for liabilities actually incurred or that insurance will continue to be 
available on economically reasonable terms or at all. 

Product liability claims can be expensive to defend and can divert the attention of management and other personnel for 
significant periods, regardless of the ultimate outcome. Claims of this nature, as well as product recalls, could also have a 
negative impact on customer confidence in the products and services the Company offers and on the Company's reputation, 
and adversely affect the Company's business and its results of operations. 

If the Company does not maintain the security of its customers, employees or Company information, the Company could 
damage its reputation, incur substantial additional costs and become subject to litigation. 

Any significant security compromise or breach of customer, associate or Company data, either held or maintained by the 
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Company or its third party providers, could significantly damage the Company's reputation and brands and result in additional 
costs, lost sales, fines and/or lawsuits. The regulatory environment in Canada related to information security and privacy is 
very rigorous. There is no guarantee that the procedures that we have implemented to protect against unauthorized access to 
secured data are adequate to safeguard against all data security breaches. A data security breach could negatively impact the 
Company's business and its results of operations. 

The Company is subject to a number of long-term real estate leases which could restrict the Company 5 ability to respond 
to changes in demographics or the retail environment and adversely impact the Company's results of operations. 

As of January 31, 2015, the Company operated a total of 113 Full-line department stores, 295 specialty stores (including 47 
Sears Home stores, 11 Outlet stores, one Appliances and Mattresses stores, 201 Hometown stores operated under independent 
local ownership and 35 Corbeil stores), 1 ,335 catalogue merchandise pick-up locations and 96 Sears Travel offices. Company 
owned stores consist of 14 Full-line department stores and two Sears Home stores, with the majority of the remainder held 
under long-term leases. While the Company is able to change its merchandise mix and relocate stores in order to maintain 
competitiveness, the Company is restricted from vacating a current site without breaching its contractual obligations and 
incurring lease-related expenses for the remaining portion of the lease-term. The long-tenn nature of the leases may limit 
the Company's ability to respond in a timely manner to changes in the demographic or retail environment at any location, 
which could adversely affect the Company's results of operations. In addition, when leases for the stores in the Company's 
ongoing operations expire, the Company may b~ unable to negotiate renewals, either on commercially acceptable terms, or 
at all, which could cause us to close stores. Accordingly, the Company is subject to the risks associated with leasing real 
estate, which could have an adverse effect on the Company's results of operations. 

The Company may be subject to legal proceedings if the Company violates the operating covenants in its real estate leases 
that could adversely affect the Company's business and results of operations. 

As of January 31, 2015, the Company had operating covenants with landlords for approximately 99 Sears brand corporate 
stores. An operating covenant generally requires the Company, during normal operating hours, to operate a store continuously 
as per the identified format in the lease agreement. As of January 31, 2015, the remaining term of the various Sears operating 
covenants ranged from Jess than one year to 21 years, with an average remaining term of approximately five years, excluding 
options to extend leases. Failure to observe operating covenants may result in legal proceedings against the Company and 
adversely affect the Company's business and results of operations. 

The Company is subject to laws and regulations that impact its business and a failure to comply with such laws and 
regulations could lead to lawsuits or regulatory actions against the Company that could adversely affect the Company 5 
business and results of operations. 

Laws and regulations are in place to protect the interests and well-being of the Company's customers and communities, 
business partners, suppliers, employees, shareholders and creditors. Changes to statutes, laws, regulations or regulatory 
policies, including changes in the interpretation, implementation or enforcement of statutes, laws, regulations and regulatory 
policies, could adversely affect the Company's business and results of operations. In-addition, the Company may incur 
significant costs in the course of complying with any changes to applicable statutes, laws, regulations and regulatory policies. 

The Company's failure to comply with applicable statutes, laws, regulations or regulatory policies could result in a judicial 
or regulatory judgment or sanctions and financial penalties that could adversely impact the Company's reputation, business 
and results of operations. Although the Company believes that it has taken reasonable measures designed to ensure compliance 
with governing statutes, laws, regulations and regulatory policies in the jurisdictions in which it conducts business, there is 
no assurance that the Company will always be in compliance or deemed to be in compliance. 

In addition, changing laws, regulations and standards relating to corporate governance and public disclosure, including those 
related to foreign private issuers and the Sarbanes-Oxley Act of 2002, and related regulations implemented by the United 
States SEC are creating uncertainty for foreign private issuers, increasing legal and financial compliance costs, and making 
some activities more time consuming. The Company is currently evaluating and monitoring developments with respect to 
new and proposed rules, such as the new conflict minerals disclosure requirements, and cannot predict or estimate the amount 
of additional costs it may incur or the timing of such costs. We intend to invest resources to comply with evolving laws, 
regulations and standards, and this investment may result in increased general and administrative expenses. If our efforts to 
comply with new laws, regulations and standards differ from the activities intended by regulatory or governing bodies due 
to ambiguities related to practice, regulatory authorities may initiate legal proceedings against us and our business may be 
harmed. The costs of compliance or our failure to comply with these laws, rules and regulations could adversely affect our 
reputation, business, results of operations, financial condition and the price of our common shares. 
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The Company niay lose its foreign private issuer status in the future, which could result in significant additional costs 
and expenses to the Company. 

In order to maintain the Company's current status as a foreign private issuer ("FPI") under U.S. federal securities laws, a 
majority of the Company's common shares must be either directly or indirectly owned by non-residents of the United States. 
If the majority of the Company's common shares are owned by residents of the United States, and any of(i) the majority of 
the Company's executive officers or directors are United States citizens or residents, (ii) more than fifty percent of the 
Company's assets are located in the United States or (iii) the Company's business is administered principally in the United 
Sates, then the Company would lose its FPI status. The Company currently satisfies the test and qualifies as a FPI, but it 
cannot be certain that it will continue to meet these requirements in the future. The regulatory and compliance costs to the 
Company under U.S. federal securities laws as aU .S. domestic issuer may be significantly more than the costs the Company 
incurs as a Canadian FPI. If the Company ceases to be a FPI, the Company would not be eligible to use the multijurisdictional 
disclosure system or other foreign issuer forms and would be required to file periodic and current reports and registration 
statements on U.S. domestic issuer forms with the SEC, which are more detailed and extensive than the forms available to 
an FPI. The Company may also be required to prepare its financial statements in accordance with U.S. generally accepted 
accounting principles, and these additional reporting obligations could be costly and have a negative impact on the Company's 
financial condition. 

The Company is required to comply with federal and provincial environmental laws and regulations, the cost of which 
may adversely affect the Company's results of operations and financial condition. 

The Company is exposed to environmental risk as an owner, lessor and lessee of property. Under federal and provincial laws, 
the owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its 
properties or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims 
against the Company. 

The Company is currently remediating various locations across Canada where it has operated auto centres, gas bars and a 
logistics facility. The extent of the remediation and the costs thereof have not yet been determined. The Company continues 
to monitor the costs of remediation and appropriately provide for these costs in its reserves. If we commit to renovating a 
leased or owned building that contains or may contain asbestos, or if asbestos is inadvertently disturbed, we will be legally 
obligated to comply with asbestos removal standards. The extent of this liability has not yet been determined because the 
costs to remove asbestos depend upon factors including, among others, the location and extent of any renovations undertaken. 
Inadvertent disturbance of asbestos cannot be foreseen. The costs incurred by the Company could be significant and may 
negatively impact the Company's results of operations and financial condition. 

The Company is exposed to a varie(v of legal proceedings, including class action lawsuits, and tax audits which, if 
adversely decided, could materially adverse~v affect the Company. 

The Company is currently involved in various legal proceedings incidental to the normal course of business. Although the 
Company is of the view that the final disposition of any such litigation is not expected to have a material adverse effect on 
its liquidity, consolidated financial position or results of operations, the outcome of such litigation cannot be predicted with 
certainty. 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While we believe that the 
Company's tax filing positions are appropriate and supportable, periodically, certain matters are reviewed and from time to 
time are challenged by the tax authorities. As the Company routinely evaluates and provides for potentially unfavorable 
outcomes with respect to any tax audits, it believes that the final disposition of tax audits will not have a material adverse 
effect on its liquidity, consolidated financial position or results of operations. If the result of a tax audit materially differs 
from the existing provisions, the Company's effective tax rate and net earnings could be affected positively or negatively in 
the period in which the tax audits are completed. 

The Company~ results of operations may be adversely impacted if insurance coverage is deemed insufficient or if the 
Company or tile insurance industry is affected by unexpected material events. 

The Company maintains directors and officers insurance, liability insurance, business interruption and property insurance 
and this insurance coverage reflects deductibles, self-insured retentions, limits of liability and similar provisions. Although 
the Company has taken measures to ensure that it has the appropriate coverage, including maintaining an annual reserve for 
liability claims, there is no guarantee that the Company's insurance coverage will be sufficient, or that insurance proceeds 
will be paid to us in a timely manner. In addition, there are types of losses we may incur but against which we cannot be 
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insured or which we believe are not economically reasonable to insure, such as losses due to acts of war and certain natural 
disasters. If we incur these losses and they are material, our business, operating results and financial condition may be 
adversely affected. Also, certain material events may result in sizable losses for the insurance industry and materially adversely 
impact the availability of adequate insurance coverage or result in significant premium increases. Accordingly, we may elect 
to self-insure, accept higher deductibles or reduce the amount of coverage in response to such market changes. 

Events outside the Company's control such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages could have a material adverse effect on the 
Company's business and results of operations. 

The Company's business is sensitive to customers' spending patterns, which may be affected by domestic and international 
social or political unrest, natural disasters, extreme or unseasonable weather, acts of war or terrorism, or other significant 
events outside of the Company's control, any of which could lead to a decrease in spending by consumers. In addition, such 
events as well as systems breakdowns and power outages could cause store closures, disrupt supply chain or other operations, 
delay shipments ofmerchandiseto consumers, reduce revenue and result in expenses to repair or replace facilities. Disruptions 
during a peak season such as the month of December, which may account for up to 40% of a year's earnings, could have a 
particularly adverse effect on the Company's business and results of operations. 

The Company's business could suffer if it is unsuccessful in making, integrating, and maintaining acquisitions and 
investments. 

From time to time we pursue strategic acquisitions of, joint arrangements with, or investments in, other companies or 
businesses, although the Company has no present commitments with respect to any material acquisitions or investments. 
Any such acquisition, joint arrangement or investment that the Company makes may require the Company to spend its cash, 
or incur debt, contingent liabilities, or amortization expenses related to intangible assets, any of which could reduce the 
Company's profitability and harm its business. Acquisitions, joint arrangements and investments also increase the complexity 
of the Company's business and place strain on its management, personnel, operations, supply chain, financial resources, and 
internal financial controls and reporting functions. The Company may not be able to manage acquisitions, joint arrangements 
or investments effectively, which could damage the Company's reputation, limit its growth and adversely affect its business 
and results of operations. 

Financial Risks 

The Company's business has been and will continue to be affected by Canadian and worldwide economic conditions; 
worsening of current economic conditions could lead to reduced revenues and gross margins, and negatively impact the 
Company's liquidity. 

The Company plans its operations giving regard to economic and financial variables that are beyond its control. Changes to 
these variables may adversely impact the Company's performance. Should the current economic conditions worsen, 
heightened competition, a decline in consumer confidence, lower. disposable income, higher unemployment and personal 
debt levels may result, which could lead to reduced demand for the Company's products and services. Any of these events 
could cause the Company to increase inventory markdowns and promotional expenses, thereby reducing the Company's 
gross margins and results of operations. If the Canadian or global economies worsen, the Company could experience a decline 
in same store sales, erosion of gross profit and profitability. 

Volatility in fuel and energy costs may have a significant impact on the Company's operations. The Company requires 
significant quantities of fuel for the vehicles used to distribute and deliver inventory and the Company is exposed to the risk 
associated with variations in the market price for petroleum products. The Company could experience a disruption in energy 
supplies, including its supply of gasoline, as a result of factors that are beyond the Company's control, which could have an 
adverse effect on the Company's business. In addition, if certain of the Company's vendors experience increases in the cost 
of products they purchase due to the strengthening of the U.S. dollar, it could result in increases in the prices that the Company 
pays for merchandise, particularly apparel and appliances, and adversely affect the Company's results of operations. 

Liquidity Risk 

The Company is exposed to liquidity risk and its failure to fulfill financial obligations could adversely affect its results of 
operations and financial condition. 

The Company could face liquidity risk due to various factors, including but not limited to, the unpredictability of the current 
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economic climate, failure to secure appropriate funding vehicles and cash flow issues relating to the operation and management 
of the business. Failure to fulfill financial obligations due and owing from the Company as a result of this liquidity risk could 
have undesirable consequences on the Company. 

Fluctuations in U.S. and Canadian dollar exchange rates may adversely impact the Company~ results of operations. 

The Company's foreign exchange risk is currently limited to currency fluctuations between the Canadian and U.S. dollar. 
The Company is vulnerable to increases in the value of the U.S. dollar relative to the Canadian dollar because almost all of 
its revenues are denominated in Canadian dollars and a substantial amount of the merchandise the Company purchases is 
priced in U.S. dollars. The costs of these goods in Canadian dollars rise when the U.S. dollar increases in value relative to 
the Canadian dollar and, as a result, the Company may be forced to increase its prices or reduce its gross margins. We may 
use foreign currency forward and option contracts to hedge the exchange rate risk on a portion of the Company's expected 
requirement for U.S. dollars. There can be no assurance that the Company's hedging efforts will achieve their intended results 
or that the Company's estimate of its requirement for U.S. dollars will be accurate, with the result that currency fluctuations 
may have an adverse impact on the Company's results of operations. Furthermore, many vendors who are paid in Canadian 
dollars may have significant costs that are priced in U.S. dollars. Such vendors may seek to increase prices charged to the 
Company for goods and services and, as a result, the Company may be forced to increase its prices or reduce its gross margins. 

In addition, any significant appreciation of the Canadian dollar relative to the U.S. dollar presents an additional challenge to 
the Company as its customers are motivated to cross-border shop, which may have an adverse impact on the Company's 
results of operations. 

The Company is exposed to counterparty credit risk which could adversely affect its results of operations. 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of counterparties to meet 
their payment obligations to the Company. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, 
short- term investments, accounts receivable and investments included in other long-term assets. Cash and cash equivalents, 
accounts receivable, derivative financial assets, and other long-term assets of $340.5 million as at January 31, 2015 
(February 1, 2014: $605.8 million) expose the Company to credit risk should the borrower default on maturity of the 
investment. 

Although the Company seeks to manage this exposure through policies that require borrowers to have a minimum credit 
rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating, there can be no 
assurance that the Company will be able to successfully manage its credit risk. 

The Company invests its surplus cash in investment grade, short-term money market instruments, the return on which depends 
upon interest rates and the credit worthiness of the issuer. The Company attempts to mitigate credit risk resulting from the 
possibility that an issuer may default on repayment by requiring that issuers have a minimum credit rating and limiting 
exposures to individual borrowers. 

Expenses associated with the Company~ retirement benefit plans may fluctuate significantly depending on changes in 
actuarial assumptions,Juture market performance of plan assets, and other events outside of the Company~ control and 
adversely affect the Company's results of operations. 

The Company currently maintains a defined benefit registered pension plan, a non-registered supplemental savings 
arrangement and a defined benefit non-pension retirement plan, which provides life insurance, medical and dental benefits 
to eligible retired employees through a health and welfare trust. The defined benefit plan continues to accrue benefits related 
to future compensation increases although no further service credit is earned. In addition, the Company no longer provides 
medical, dental and life insurance benefits at retirement for employees who had not achieved the eligibility criteria for these 
non-pension retirement benefits as at December 31, 2008. 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New 
regulations and market driven changes may result in changes in the discount rates and other variables which would result in 
the Company being required to make contributions in the future that differ significantly from the estimates. 

Management is required to use assumptions to account for the plans in conformity with !FRS. However, actual future 
experience will differ from these assumptions giving rise to actuarial gains or losses. In any year, actual experience differing 
from the assumptions may be material. Plan assets consist primarily of cash, alternative investments, marketable equity and 
fixed income securities. The value of the marketable equity and fixed income investments will fluctuate due to changes in 
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market prices. Plan obligations and annual pension expense are determined by independent actuaries and through the use of 
a number of assumptions. 

Although the Company believes that the assumptions used in the actuarial valuation process are reasonable, there remains 
a degree of risk and uncertainty which may cause results to differ materially from expectations. Significant assumptions in 
measuring the benefit obligations and pension plan costs include the discount rate and the rate of compensation increase. 
See Note 20.4 "Pension assumptions" of the Notes to the Consolidated Financial Statements for Fiscal 2014 for more 
information on the weighted-average actuarial assumptions for the plans. 

The Company is exposed to interest rate risk which could adversely affect its results of operations. 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. Cash and 
cash equivalents and borrowings under the Company's Amended Credit Facility, when applicable, are subject to interest rate 
risk. The total outstanding balance subject to interest rate risk as at January 31, 2015 was a net asset of $260.3 million 
(February I, 2014: $515.1 million). An increase or decrease in interest rates of25 basis points would cause an after-tax impact 
on net (loss) earnings of$0.5 million. 

Certain factors, including changes in market conditions and our credit ratings, may limit our access to capital markets 
and other financing sources, which could materially increase our borrowing costs. 

In addition to credit terms from vendors, our liquidity needs are funded by our operating cash flows and, to the extent 
necessary, borrowings under our credit agreements and access to capital markets. The availability of financing depends on 
numerous factors, including economic and market conditions, our operating performance, our credit ratings, and lenders' 
assessments of our prospects and the prospects of the retail industry in general. Changes in these factors may affect our cost 
of financing, liquidity and our ability to access financing sources. Rating agencies revise their ratings for the companies that 
they follow from time to time and our ratings may be revised or withdrawn in their entirety at any time. 

While the Amended Credit Facility currently provides for up to $300.0 million of lender commitments, availability under 
the Amended Credit Facility is determined pursuant to a borrowing base formula based on eligible assets consisting of 
inventory and credit card receivables and may be reduced by reserves, as estimated by the Company, which may be applied 
by the lenders at their discretion pursuant to the Amended Credit Facility agreement. If the value of eligible assets, net of 
any applicable reserves, are not sufficient to support borrowings of up to the full amount of the commitments under the 
facility, the Company will not have full access to the facility, but rather could have access to a lesser amount as determined 
by the borrowing base and reserve estimates. 

The lenders under our Amended Credit Facility may not be able to meet their commitments if they experience shortages of 
capital and liquidity and there can be no assurance that our ability to otherwise access the credit markets will not be adversely 
affected by changes in the financial markets and the global economy. 

The Company faces risks associated with impairment of intangible and other long-lived assets. 

The Company's intangible assets and long-lived assets, primarily consisting of stores, are subject to periodic testing for 
impairment. A significant amount of judgment is involved in the periodic testing. Failure to achieve sufficient levels of cash 
flow within each of the Company's cash generating units or specific operating units could result in impairment charges for 
intangible assets or long-lived assets, which could have a material adverse effect on the Company's reported results of 
operations. 

Risks Relating to the Company's Relationship with Holdings 

The Company may lose rights to some intellectual property if Holdings' equity ownership in the Company falls below 
specified thresholds or in other circumstances involving financial distress. 

The Company relies on its right 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 its business. The Company's right to use the "Sears" name 
and certain other brand names was granted pursuant to the license agreement amendments, which state in the event Holdings' 
ownership interest in the Company is reduced to less than I 0.0%, the license agreement would remain in effect for a period 
of five years after such reduction in ownership, after which the Company would no longer be permitted to use the "Sears" 
name and certain other brand names. In addition, the Company's license to use the "Sears" name and certain other brand 
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names (subject to an extension of up to four years at a royalty rate to be agreed equal to the lesser of a fair market rate based 
on the value of such mark or the lowest rate which will provide a reasonable incentive to introduce Sears Canada to phase 
out the use of such mark during such extended period, if the Company reasonably determines that a longer transition is 
necessary) may also terminate upon the occurrence of certain bankruptcy events involving the Company. In addition, in the 
event of a bankruptcy proceeding involving Holdings, there is a risk of the license agreement being terminated under the 
governing insolvency legislation. Losing the right to use these intellectual properties could significantly diminish the 
Company's competitiveness in the marketplace and could materially harm the business. If either the license agreement or 
the technology agreement is terminated, the Company may attempt to renegotiate such agreement although the terms of any 
renegotiated agreement will be less favorable to the Company. 

Some of the Company's directors and executive officers may have conflicts of interest because of their ownership of 
Holdings common stock. 

Some of the Company's directors and executive officers may own Holdings common stock. Ownership of Holdings common 
stock by our directors and/or officers could create, or appear to create, conflicts of interest with respect to matters involving 
both the Company and Holdings. 

Risks Relating to Our Common Shares 

As long as ESL exerts significant voting influence over the Company, a shareholder's ability to influence matters requiring 
shareholder approval will be limited. 

ESL is the largest shareholder of the Company, both directly through ownership in the Company, and indirectly through 
shareholdings in Holdings. Prior to October 16,2014, Holdings was the controlling shareholder of the Company. 

As at March 12, 2015, ESL was the beneficial holder of approximately 49.5% of the common shares of the Company and 
Holdings was the beneficial holder of approximately 11. 7%, of the common shares of the Company. 

So long as ESL directly or indirectly controls the Company's outstanding Common Shares, they will have the ability to 
control the election of the Board of Directors and the outcome of certain shareholder votes. Accordingly, ESL will have the 
ability to exercise control over certain actions to be taken or approved by the Company's directors and shareholders, including 
with respect to certain mergers or business combinations or dispositions of all or substantially all of our assets. 

ESL's voting control may discourage transactions involving a change of control of the Company, including transactions in 
which shareholders might otherwise receive a premium for their shares over the then-current market price. Subject to certain 
limits, ESL is also not prohibited from selling a controlling interest in the Company to a third party and may do so without 
shareholder approval and, subject to applicable laws, without providing for a purchase of shareholders' common shares. 
Accordingly, shareholders' common shares may be worth less than they would be if ESL did not maintain voting control 
over the Company. 

ESL's interests may be different than other shareholders' interests and Holdings and ESL may have investments in other 
companies that may compete with the Company and may have interests from time to time that diverge from the interests of 
the Company's other shareholders, particularly with regard to new investment opportunities. 

In addition, conflicts of interest may arise between Holdings and/or ESL and the Company, including corporate opportunities, 
potential acquisitions or transactions as well as other matters. The Company may be adversely affected by any conflicts of 
interest between Holdings and/or ESL and the Company. Furthermore, neither Holdings nor ESL owes the Company or the 
Company's shareholders any fiduciary duties under Canadian law. 

In the event that Holdings experiences financial difficulty, it is not possible to predict with certainty the jurisdiction or 
jurisdictions in which insolvency or similar proceedings would be commenced or the outcome of such proceedings. If a 
bankruptcy, insolvency or similar event occurs, there could be proceedings involving Holdings in the United States or 
elsewhere and it is possible that the Company could be made a part of these proceedings. This risk decreases as the percentage 
of common shares held by Holdings decreases. 
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The price of the Company's common shares may decline if ESL or Holdings alter their strategy with respect to their 
ownership of the Company's shares. 

ESL and Holdings have advised the Company that they have not reached any decision regarding whether or for how long 
they will retain their share ownership in the Company and what form, if any, the disposition or distribution of their common 
shares will take. ESL and Holdings will, in their respective sole discretions, determine the timing and terms of any transactions 
with respect to their common shares, taking into account business and market conditions and other factors that they deem 
relevant. Neither ESL or Holdings are subject to any contractual obligation to maintain their ownership position in the 
Company, nor is ESL subject to any contractual obligation to the Company to maintain its ownership in Holdings. 
Consequently, we cannot be assured that either ESL or Holdings will maintain its current direct or indirect ownership of the 
Company's common shares. Any announcement by ESL or Holdings that they have reached a determination regarding what 
to do with their direct or indirect ownership of our common shares, or the perception by the investment community that ESL 
or Holdings has reached such a determination, could have an adverse impact on the price of the Company's common shares. 

The market price of the Company's common shares is subject to market value fluctuations. 

From time to time, the stock market experiences significant price and volume volatility that may affect the market price of 
the Company's common shares for reasons unrelated to its performance. In addition, the financial markets are generally 
characterized by extensive interconnections among financial institutions and, accordingly, defaults by other financial 
institutions in Canada, the United States or other countries could adversely affect the Company and the market price of its 
common shares. The value of the Company's common shares is also subject to market value fluctuations based upon factors 
which influence its operations, such as legislative or regulatory developments, competition, technological change and global 
capital market activity. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

The preparation and presentation of the Company's consolidated financial statements and the overall accuracy and integrity of the 
Company's financial reporting are the responsibility of management. The accompanying consolidated financial statements have 
been prepared in accordance with International Financial Reporting Standards as issued by the International Accounting Standards 
Board (IASB), and include certain amounts that are based on management's best estimates and judgments. Financial information 
contained elsewhere in this Annual Report is consistent with the information set out in the consolidated financial statements. 

In fulfilling its responsibilities, management has developed and maintains an extensive system of disclosure controls and procedures 
and internal control over financial reporting processes that are designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly recorded and reported within the required time periods, and financial records are reliable for the preparation 
of the financial statements. The Company's internal auditors, who are employees ofthe Company, also review and evaluate internal 
controls on behalf of management. 

The Board of Directors monitors management's fulfillment of its responsibilities for financial reporting and internal controls 
principally through the Audit Committee. The Audit Committee, which is comprised solely of independent directors, meets regularly 
with management, the internal audit department and the Company's external auditors to review and discuss audit activity and 
results, internal accounting controls and financial reporting matters. The external auditors and the internal audit department have 
unrestricted access to the Audit Committee, management and the Company's records. The Audit Committee is also responsible 
for recommending to the Board of Directors the proposed nomination of the external auditors for appointment by the shareholders. 
Based upon the review and recommendation of the Audit Committee, the consolidated financial statements and Management's 
Discussion and Analysis have been approved by the Board of Directors. 

The Company's external auditors, Deloitte LLP, have audited the consolidated financial statements in accordance with International 
Financial Reporting Standards as issued by the IASB. 

Ron Boire 
President and Chief Executive Officer 

Toronto, Ontario 
March 12, 2015 

E.J. Bird 
Chief Financial Officer 
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with International Financial Reporting Standards. The control framework used by the Company's 
managementto assess the effectiveness of the Company's internal control over financial reporting is the Internal Control-Integrated 
Framework 2013 (COSO framework) published by the Committee of Sponsoring Organizations ofthe Treadway Commission 
(COSO). 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems that have 
been determined to have been designed effectively can only provide reasonable assurance with respect to financial reporting and 
financial statement preparation. 

Management of the Company, including its chief executive officer and chief financial officer, has evaluated the Company's internal 
control over financial reporting and has concluded that it was effective as at January 31, 2015. 

Deloitte LLP, the independent registered public accounting firm that audited the Company's consolidated financial statements for 
the fiscal year ended January 31, 2015, has issued its opinion on the Company's internal control over financial reporting as stated 
in their report included herein. 

Ron Boire 
President and Chief Executive Officer 

Toronto, Ontario 
March 12,2015 

E.J. Bird 
Chief Financial Officer 
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Report of Independent Registered Public Accounting Firm 

To the Shareholders and Board of Directors of 
Sears Canada Inc. 

We have audited the accompanying consolidated financial statements of Sears Canada Inc. and subsidiaries (the "Company"), 
which comprise the consolidated statements of financial position as at January 31, 2015 and February 1, 2014, and the consolidated 
statements of net (loss) earnings and comprehensive (loss) income, consolidated statements of changes in shareholders' equity, 
and consolidated statements of cash flows for the 52-week periods ended January 31,2015 and February 1, 2014, and a summary 
of significant accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
International Financial Reporting Standards as issued by the International Accounting Standards Board, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 
in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
ofthe consolidated financial statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sears Canada 
Inc. and subsidiaries as at January 31, 2015 and February 1, 2014, and their financial performance and their cash flows for the 52-
week periods ended January 31, 2015 and February 1, 2014 in accordance with International Financial Reporting Standards as 
issued by the International Accounting Standards Board. 

Other Matter 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States}, the 
Company's internal control over financial reporting as of January 31, 2015, based on the criteria established in Internal Control
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our rep011 
dated March 12, 2015 expressed an unqualified opinion on the Company's internal control over financial reporting. 

Chartered Professional Accountants, Chartered Accountants 
Licensed Public Accountants 
March 12,2015 
Toronto, Canada 
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Report of Independent Registered Public Accounting Firm 

To the Shareholders and Board of Directors of 
Sears Canada Inc. 

We have audited the internal control over financial reporting of Sears Canada Inc. and subsidiaries (the "Company") as of January 
31,2015, based on the criteria established in Internal Control-Integrated Framework (20 I3) issued by the Committee ofSponsoring 
Organizations of the Treadway Commission. The Company's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management's Annual Report on Internal Control Over Financial Reporting. Our responsibility is to express an 
opinion on the Company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control 
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control 
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements for external purposes in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board. A company's internal control over financial reporting includes those policies and 
procedures that (I) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions 
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board, and that receipts and expenditures of the company are being made only in accordance 
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the 
financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject 
to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of January 
31,2015, based on the criteria established in Internal Control-Integrated Framework (20I3) issued by the CommitteeofSponsoring 
Organizations of the Treadway Commission. 

We have also audited, in accordance with Canadian generally accepted auditing standards and the standards of the Public Company 
Accounting Oversight Board (United States), the consolidated financial statements as of and for the 52 week-period ended January 
31, 2015 of the Company and our report dated March 12, 2015 expressed an unmodified opinion on those financial statements. 

Chartered Professional Accountants, Chartered Accountants 
Licensed Public Accountants 
March 12,2015 
Toronto, Canada 
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417 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

As at As at 
(in CAD millions) Notes January 31,2015 February I, 2014 

ASSETS 
Current assets 
Cash and cash equivalents 5 $ 259.0 $ 513.8 
Accounts receivable, net 6,14,16 73.0 83.3 
Income taxes recoverable 22 127.2 0.8 
Inventories 7 641.4 774.6 
Prepaid expenses 8 28.7 23.8 
Derivative financial assets 14 7.2 7.2 
Assets classified as held for sale 29 13.3 13.3 

Total current assets 1,149.8 1,416.8 

Non-current assets 
Property, plant and equipment 9,19 567.6 785.5 
Investment properties 9 19.3 19.3 
Intangible assets 10.2 16.2 28.2 
Goodwill 10.1 2.6 
Deferred tax assets 22 0.7 88.7 
Other long-term assets 12,14,16,17,22 20.5 51.2 

Total assets $ 1,774.1 $ 2,392.3 

LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 14,15 $ 359.4 $ 438.7 
Deferred revenue 13 171.2 187.7 
Provisions 16 58.6 109.4 
Income taxes payable 22 52.2 
Other taxes payable 34.6 53.9 
Current portion of long-term obligations 14,17,19,25 4.0 7.9 

Total current liabilities 627.8 849.8 

Non-cun·ent liabilities 
Long-term obligations 14,17,19,25 24.1 28.0 
Deferred revenue 13 76.8 87.3 
Retirement benefit liability 14,20.1 407.4 286.0 
Deferred tax liabilities 22 3.4 4.2 
Other long-term liabilities 16,18 63.8 63.2 

Total liabilities 1,203.3 1,318.5 

SHAREHOLDERS' EQUITY 

Capital stock 24 14.9 14.9 
Retained earnings 806.9 1,145.3 
Accumulated other comprehensive loss (251.0) (86.4) 
Total shareholders' equity 25 570.8 1,073.8 
Total liabilities and shareholders' equity $ 1,774.1 $ 2,392.3 

The accompanying notes are an integral part of these consolidated financial statements. 

On Behalf of the Board of Directors, 

(Yl 
I .1 ' 1'i tj " I ~ . 

V\)1 ~~:·~~~ '( _.f) )!;; .SA~. 
W.C.Crowley D.E.Rosati 
Chairman ofthe Board Director 

56 



418 
CONSOLIDATED STATEMENTS OF NET (LOSS) EARNINGS AND COMPREHENSIVE (LOSS) INCOME 

For the 52-week periods ended January 3I, 20I5 and February I, 20I4 

(in CAD millions. except per share amounts) Notes 2014 2013 

Revenue 26 $ 3,424.5 $ 3,991.8 

Cost of goods and services sold 7,I4,27 2,308.0 2,548.1 

Selling, administrative and other expenses 9, IO,II, I4, 19,20,24,27 1,523.8 I ,631.5 

Operating loss (407.3) (187.8) 

Gain on lease terminations and lease amendments 28 577.2 

Gain on sale of interest in joint arrangements II 35.1 66.3 

Gain on settlement and amendment of retirement benefits 20,27 I0.6 42.5 

Finance costs I7,I922 1.0 I0.8 

Interest income 5 2.6 2.6 

(Loss) earnings before income taxes (360.0) 490.0 

Income tax recovery (expense) 

Current 22 74.7 (71.6) 

Deferred 22 (53.5) 28.I 

21.2 ( 43.5) 

Net (loss) earnings $ (338.8) $ 446.5 

Basic net (loss) earnings per share "I :>- $ (3.32) $ 4.38 

Diluted net (loss) earnings per share 32 $ (3.32) $ 4.38 

Net (loss) earnings $ (338.8) $ 446.5 

Other comprehensive income (loss), net of taxes: 

Items that may subsequently be reclassified to net (loss) earnings: 

Gain on foreign exchange derivatives 10.8 7.8 

Reclassification to net (loss) earnings of gain on 
foreign exchange derivatives (I O.I) ( 1.8) 

Items that will not subsequently be reclassified to net (loss) earnings: 

Remeasurement (loss) gain on net defined retirement 
benefit liability and write down of deferred income 
tax asset associated with previously recorded 
remeasurement losses 20.7, 22 (165.3) 54.3 

Total other comprehensive (loss) income (164.6) 60.3 

Total comprehensive (Joss) income $ (503.4) $ 506.8 

The accompanying notes are an integral part of these con sol ida ted tlnancial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 
For the 52-week periods ended January 31,2015 and February 1, 2014 

Accumulated other comprehensive loss 

Foreign Total 
exchange accumulated 

detiYatlves other 
Capital Retained designated as cash Remeasureme11t comprehensiYe Shareholders 

(in CAD mi11ions) Notes stock eamings flow hedges (loss) gain loss equity 

Balance as at February I, 2014 $ 14.9 $ 1,145.3 s 6.0 $ (92.4) s (86.-t) $ 1,073.8 

Net loss (338.8) (338.8) 

Other comprehensire income (loss) 

Gain on foreign exchange 
derivatives. net of income tax 
expense of$3.9 10.8 10.8 10.8 

Reclassification of gain on foreign 
exchange derivatives. net of 
income-tax expense of$3.6 (10.1) (10.1) (10.1) 

Remeasurement loss on net 
detlned retirement benefit liability 
and the write down of deferred 
income tax asset associated with 
previously recorded 20 7. 
remeasurement losses 22 (165.3) (165.3) (165.3) 

Total other comprehensire income 
(loss) 0.7 (165.3) (16.t.6) (16.t.6) 

Tow/ comprehensire (loss) income (338.8) 0.7 (165.3) (i64.6) (503.4) 

Share based compensation 24 0.4 OA 
Balance as at January 31, 2015 $ 14.9 $ 806.9 $ 6.7 $ (257.7) $ (251.0) $ 570.8 

Balance as at Febmary 2, 2013 $ 14.9 $ 1.208.2 $ $ ( 146.7) $ ( 146 7) $ 1.076.4 

Net earnings 446.5 446.5 

Other comprehensire income (loss) 

Gain on foreign exchange 
derivatives. net of income tax 
expense of$2.8 7.8 7.8 7.8 

Reclassillcation of gain on foreign 
exchange derivatives. net of 
income tax expense of$0.6 ( 1.8) (1.8) ( 1.8) 

Remeasurement gain on net 
dell ned retirement bene11t 
liability. net of income tax 

20.7 54.3 54.3 543 expense of$19.4 
Total other comprehensire.income 6.0 5-U 60.3 60.3 

Total comprehensire income 446.5 6.0 54.3 60.3 506.8 

Dividends declared 24 (509.4) (509.4) 

Balance as at February I, 2014 $ 14.9 $ 1.145.3 $ 6.0 $ (92.4) $ (86.4) $ 1 .. 073.8 

The accompanying notes are an integral part of these consolidated tlnancial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the 52-week periods ended January 31,2015 and February 1, 2014 

(in CAD millions) Notes 2014 2013 

Cash flow used for operating activities 
Net (loss) earnings $ (338.8) $ 446.5 

Adjustments for: 

Depreciation and amortization expense 9,10.2 89.3 111.4 

Share based compensation 24 0.4 

(Gain) loss on disposal of property, plant and equipment (0.6) 1.2 

Impairment losses 9,10,11,29 162.0 33.8 

Gain on sale of interest in joint arrangements II (35.1) (66.3) 

Gain on lease terminations and lease amendments 28 (577.2) 

Finance costs 17 1.0 10.8 

Interest income 5 (2.6) (2.6) 

Retirement benefit plans expense 20.6 19.0 32.0 

Gain on settlement and amendment of retirement benefits 20 (10.6) (42.5) 

Short-term disability expense 5.7 8.0 

Income tax (recovery) expense 22 (21.2) 43.5 

Interest received 5 2.5 2.5 

Interest paid 17 (3.3) (6.2) 

Retirement benefit plans contributions 20 (24.2) (53.5) 

Income tax payments, net 22 (60.7) (14.0) 

Other income tax deposits 22 (10.3) ( 18.9) 

Changes in non-cash working capital balances 33 (67.3) 73.3 

Changes in non-cash long-term assets and liabilities 34 30.2 (7.6) 

(264.6) (25.8) 

Cash flow generated from investing activities 
Purchases of property, plant and equipment and intangible assets 9,10.2 (54.0) (70.8) 

Proceeds from sale of property, plant and equipment 1.2 1.9 

Proceeds from lease terminations and lease amendments 28 590.5 

Proceeds from sale of interest in joint arrangements 11 71.7 315.4 

18.9 837.0 

Cash flow used for financing activities 
Interest paid on finimce lease obligations 17,19 (2.2) (2.5) 

Repayment of long-term obligations (11.2) (30.1) 

Proceeds from long-term obligations 3.4 4.5 

Dividend payments 24 (509.4) 

Transaction fees associated with amended credit facility 17 (1.0) 

(11.0) (537.5) 

Effect of exchange rate on cash and cash equivalents at end of period 1.9 1.6 

(Decrease) increase in cash and cash equivalents (254.8) 275.3 

Cash and cash equivalents at beginning of period $ 513.8 $ 238.5 

Cash and cash equivalents at end of period 5 $ 259.0 $ 513.8 

The accompanying notes are an integral part of these consolidated financial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. General information 

Sears Canada Inc. is incorporated in Canada. The address of its registered office and principal place of business is 290 Yonge 
Street, Suite 700, Toronto, Ontario, Canada MSB 2C3. The principal activities of Sears Canada Inc. and its subsidiaries (the 
"Company") include the sale of goods and services through the Company's Retail channels, which includes its full-line, Sears 
Home, Hometown, Outlet, Appliances and Mattresses, Corbeil Electrique Inc. ("Corbeil") stores, and its Direct (catalogue/internet) 
channel. It also includes service revenue related to product repair and logistics. Commission revenue includes travel, home 
improvement services, insurance, wireless and long distance plans, and performance payments received from JPMorgan Chase 
Bank, N .A. (Toronto Branch)(" JPMorgan Chase") under the Company's credit card marketing and servicing alliance with JPMorgan 
Chase. The Company has a multi-year licensing arrangement with Trave!Brands Inc. ("Trave!Brands") (formerly known as Thomas 
Cook Canada Inc.), under which Trave!Brands manages the day-to-day operations of all Sears Travel offices and provides 
commissions to the Company. The Company also entered into a multi-year licensing agreement with SHS Services Management 
Inc. ("SHS") on March 3, 2013, under which SHS oversaw the day-to-day operations of all Sears Home Installed Products and 
Services business ("HIPS"). On December 13,2013, SHS announced it was in receivership, and all offers of services provided by 
SHS ceased (see Note 14). Licensee fee revenue is comprised of payments received from licensees, including TravelBrands, that 
operate within the Company's stores. The Company was a party to a number of real estate joint arrangements which have been 
classified as joint operations and accounted for by recognizing the Company's share of joint arrangements' assets, liabilities, 
revenues and expenses for financial reporting purposes. 

2. Significant accounting policies 

2.1 Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with International Financial Reporting 
Standards ("!FRS") as issued by the International Accounting Standards Board ("IASB"). 

2.2 Basis of preparation and presentation 

The principal accounting policies ofthe Company have been applied consistently in the preparation of its consolidated financial 
statements for all periods presented. These financial statements follow the same accounting policies and methods of application 
as those used in the preparation of the 2013 Annual Consolidated Financial Statements, except as noted below. The Company's 
significant accounting policies are detailed in Note 2. 

The Company adopted the following new standards and amendments which became effective "in" or "for" the fiscal year ended 
January 31,2015: 

!AS 32, Financia/1nstruments: Presentation ("/AS 32 ") 

The IASB has amended lAS 32 to provide clarification on the requirements for offsetting financial assets and liabilities. 
These amendments are effective for annual periods beginning on or after January 1, 2014. Based on the Company's 
assessment of these amendments, there is no impact on its consolidated financial statements; 

IFRIC 21, Levies ("IFR1C 21 '') 

IFRIC 21 provides guidance on when to recognize a liability for a levy imposed by a government, both for levies that are 
accounted for in accordance with lAS 37, Provisions, Contingent Liabilities and Contingent Assets and those where the 
timing and amount of the levy is certain. This interpretation is applicable for annual periods on or after January 1, 2014. 
Based on the Company's assessment of this interpretation, there is no impact on its consolidated financial statements; 
and 

1FRS 2, Share-based payment ("!FRS 2 ") 

The IASB has amended !FRS 2 to clarify the definition of"vesting conditions", and by separately defining a "performance 
condition" and a "service condition". A performance condition requires the counterparty to complete a specified period 
of service ("service period") and to meet a specified performance target during the service period. A service condition 
solely requires the counterparty to complete a service period. The amendment is effective for share-based payment 
transactions for which the grant date is on or after July 1, 2014. Based on the Company's assessment of this amendment, 
there is no impact on its consolidated financial statements. 

60 

421 



2.3 Basis of measurement 

The consolidated financial statements have .been prepared on the historical cost basis, with the exception of certain financial 
instruments that are measured at fair value and the retirement benefit liability, which is the net total of retirement benefit plan 
assets and the present value of accrued retirement benefit plan obligations. Historical cost is generally based on the fair value of 
the consideration given in exchange for assets. 

2.4 Basis of consolidation 

The consolidated financial statements incorporate the financial statements of the Company as well as all of its subsidiaries. Real 
estate joint arrangements were accounted for by recognizing the Company's share of the joint arrangements' assets, liabilities, 
revenues and expenses (described further in Note 2.13). 

The fiscal year of the Company consists of a 52 or 53-week period ending on the Saturday closest to January 31. The fiscal years 
for the 2014 and 2013 consolidated financial statements represent the 52-week period ended January 31, 2015 ("Fiscal 20 14" or 
"20 14") and the 52-week period ended February 1, 2014 ("Fiscal 20 13" or "20 13"), respectively. 

The Company's consolidated financial statements are presented in Canadian dollars, which is the Company's functional currency. 
The Company is comprised of two reportable segments, Merchandising and Real Estate Joint Arrangements (see Note 23 ). 

2.5 Cash and cash equivalents 

Cash and cash equivalents include highly liquid investments with maturities of 90 days or Jess at the date of purchase. Cash and 
cash equivalents are considered to be restricted when they are subject to contingent rights of a third party customer, vendor, 
government agency or financial institution. 

2.6 Short-term investments 

Short-term investments include investments with maturities between 91 to 364 days from the date of purchase. 

2. 7 Inventories 

Inventories are measured at the lower of cost and net realizable value. Cost is detennined using the weighted average cost method, 
based on individual items. The cost is comprised of the purchase price, plus the costs incurred in bringing the inventory to its 
present location and condition. Net realizable value is the estimated selling price in the ordinary course ofbusiness Jess the estimated 
costs to sell. Rebates and allowances received from vendors are recognized as a reduction to the cost of inventory, unless the 
rebates clearly relate to the reimbursement of specific expenses. A provision for shrinkage and obsolescence is calculated based 
on historical experience. All inventories consist of finished goods. 

2. 8 Property, plant and equipment 

Property, plant and equipment are measured at cost or deemed cost less accumulated depreciation and accumulated impairment 
losses. Costs include expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes site preparation costs, design and engineering fees, freight (only on initial freight costs incurred between the vendor and 
the Company), installation expenses and provincial sales tax (Saskatchewan, Manitoba and British Columbia), and is net of any 
vendor subsidies or reimbursements. An allocation of general and specific incremental interest charges for m~or construction 
projects is also included in the cost of related assets. Property, plant and equipment within one of the Company's Regina logistics 
centres have been classified as held for sale in the Consolidated Statements of Financial Position (see Note 29). 

When the significant parts of an item of prope1ty, plant and equipment have varying useful lives, they are accounted for as separate 
components of property, plant and equipment. Depreciation is calculated based on the depreciable amount of the asset or significant 
component thereof, if applicable, which is the cost of the asset or significant component less its residual value. Depreciation is 
recognized using the straight-line method for each significant component of an item of property, plant and equipment and is 
recorded in "Selling, administrative and other expenses" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive 
(Loss) Income. The estimated useful lives are 2 to 13 years for equipment and fixtures and I 0 to 50 years for buildings and building 
improvements. The estimated useful lives, residual values and depreciation methods for prope1ty, plant and equipment are reviewed 
annually and adjusted, if appropriate, with the effect of any changes in estimates accounted for on a prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease, unless it is reasonably certain that the Company will obtain ownership by the end of the 
lease term. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the proceeds from sale or the cost of retirement and the carrying amount of the asset, and is recognized in the Consolidated 
Statements ofNet (Loss) Eamings and Comprehensive (Loss) Income. 

For a discussion on the impairment of tangible assets, refer to Note 2.11. Property, plant and equipment are reviewed at the end 
of each reporting period to detem1ine if there are any indicators of impairment. 
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2.9Investment properties 

The Company's investment properties consist of vacant land which is not currently used in its operations. Investment properties 
are measured at their deemed cost less accumulated impairment losses. 

The fair value of an investment property is estimated using observable data based on the current cost of acquiring a comparable 
property within the market area and the capitalization of the property's anticipated revenue. The Company engages independent 
qualified third parties to conduct appraisals of its investment properties. 

The gain or loss arising from the disposal or retirement of an investment property is determined as the difference between the 
proceeds from sale or the cost of retirement, and the carrying amount of the asset, and is recognized in the Consolidated Statements 
of Net (Loss) Earnings and Comprehensive (Loss) Income. 

For a discussion on the impairment of tangible assets, refer to Note 2.11. Investment properties are reviewed at the end of each 
reporting period to determine if there are any indicators of impairment. 

2.I 0 Intangible assets 

2.1 0. I Finite life intangible assets other than goodwill 

Finite life intangible assets consist of purchased and internally developed software. Intangible assets are carried at cost less 
accumulated amortization and accumulated impairment losses and are amortized on a straight-line basis over their estimated useful 
lives which range from 2 to 5 years. The useful lives of all intangible assets other than goodwill are finite. Amortization expense 
is included in "Selling, administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income. The estimated useful lives and amortization methods for intangible assets other than goodwill are 
reviewed annually, with the effect of any changes in estimates being accounted for on a prospective basis. 

Internally developed software costs are capitalized when the following criteria are met: 
It is technically feasible to complete the software so that it will be available for use; 
The Company intends to complete the software product; 
The Company has an ability to use the software; 
The Company can demonstrate how the software will generate probable future economic benefits; 
Adequate technical, financial and other resources to complete the development and to use the software product are 
available; and 
The expenditure attributable to the software product during its development can be reliably measured. 

Costs that qualify for capitalization are limited to those that are directly related to each software development project. 

2.1 0.2 Goodwill 

Goodwill arising in a business combination is recognized as an asset at the date that control is acquired ("the acquisition date"). 
Goodwill is measured as the excess of the sum of the consideration transferred, over the net fair value of identifiable assets acquired 
less liabilities assumed as of the acquisition date. 

2.II Impairment of tangible assets and intangible assets with finite usefit! lives 

At the end of each reporting period, the Company reviews property, plant and equipment, investment properties, intangible assets 
and goodwill for indicators of impairment. If any such indication exists, the recoverable amount of the asset is estimated in order 
to detennine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual 
asset, the assets are then grouped together into the smallest group of assets that generate independent cash inflows from continuing 
use (the "cash generating unit" or "CGU") and a recoverable amount is estimated for that CGU. The Company has determined 
that its CGUs are primarily its retail stores. 

Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual CGUs. 
Otherwise, they are allocated to the smallest group ofCGUs for which a reasonable and consistent allocation basis can be identified. 

If the recoverable amount of an asset or a CGU is estimated to be less than its carrying amount, the asset or CGU will be reduced 
to its recoverable amount and an impairment loss is recognized immediately. If an impairment for a CGU has been identified, the 
impairment is first allocated to goodwill before other assets held by the CGU. Where goodwill is not part of a CGU, an impairment 
loss is recognized as a reduction in the carrying amount of the assets included in the CGU on a pro rata basis. 

Where an impairment loss subsequently reverses (not applicable to goodwill), the carrying amount of the asset or CGU is revised 
to an estimate of its recoverable amount limited to the carrying amount that would have been determined had no impairment loss 
been recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized immediately. 
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2.121mpairment of goodwill 

Goodwill was not amortized but was reviewed for impairment at least annually. For the purposes of impairment testing, goodwill 
was allocated to each of the Company's CGUs expected to benefit from the synergies of the combination. 

CGUs to which goodwill had been allocated were tested for impairment annually, or more frequently when there was an indication 
that the unit may be impaired. If the recoverable amount of the CGU was less than its carrying amount, the impairment loss was 
allocated first to reduce the carrying amount of any goodwill allocated to the CGU, and then to the other assets of the unit on a 
pro-rata basis, based on the carrying amount of each asset in the unit. Impainnent losses for goodwill are not reversed in subsequent 
periods. 

2.13 Joint arrangements 

Joint arrangements are arrangements of which two or more parties have joint control. Joint control is considered to be when all 
parties to the joint arrangement are required to reach unanimous consent over decisions about relevant business activities pertaining 
to the contractual arrangement. 

The Company had determined that its real estate joint arrangements were joint operations. A joint operation is a contractual 
arrangement whereby two or more parties undertake an economic activity that is subject to joint control and whereby each party 
has rights to the assets and liabilities relating to the arrangement. Interests in joint operations were accounted for by recognizing 
the Company's share of assets, liabilities, revenues, and expenses incurred jointly. 

2.14 Leasing arrangements 

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases. 

2.14.1 The Company as lessor 

The Company has entered into a number of agreements to sub-lease premises to third parties. All sub-leases to third parties are 
classified as operating leases. Rental income from operating leases is recognized on a straight-line basis over the term of the lease. 

2.14.2 The Company as lessee 

Assets held under finance leases are initially recognized by the Company at the lower of the fair value of the asset and the present 
value of the minimum lease payments. The corresponding current and non-current liabilities to the lessor are included in the 
Consolidated Statements of Financial Position as a finance lease obligation in "Current portion of long-term obligations" and 
"Long-term obligations," respectively. The assets are depreciated using the same accounting policy as applicable to property, plant 
and equipment (see Note 2.8). 

Lease payments are apportioned between finance costs and the lease obligation in order to achieve a constant rate of interest on 
the remaining balance of the liability. The minimum lease payments are allocated between the land and building element in 
proportion to the relative fair values of the leasehold interests, in each of these elements of the lease. 

Assets under operating leases are not recognized by the Company. Operating lease payments are recognized in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. 

In the event that lease incentives are received from the landlord, such incentives are recognized as a liability. The aggregate benefit 
of incentives is recognized as a reduction of rental expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 

2.15 Retirement benefit plans 

The Company currently maintains a defined contribution and a defined benefit registered pension plan, which covers eligible 
regular full-time and part-time employees, a non-registered supplemental savings arrangement and a defined benefit non-pension 
retirement plan, which provides life insurance, medical and dental benefits to eligible retired employees through a health and 
welfare trust. 

2.15.1 Defined contribution plan 

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed or matching contributions 
based on employee contributions into a separate legal entity and has no further legal or constructive obligation to pay additional 
amounts. Company contributions to the defined contribution retirement benefit plan are recognized as an expense when employees 
have rendered services entitling them to the contributions. 
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2.15.2 Defined benefit plans 

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations prepared by independent qualified actuaries at least every 3 years. Remeasurements comprised of actuarial 
gains and losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding interest) are recognized 
immediately in the Consolidated Statements of Financial Position with a charge or credit to "Other comprehensive income (loss), 
net of taxes" ("OCI") in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income, in the period in 
which they occur. The Company performs remeasurements at least annually. Remeasurements recorded in OCI are not recycled 
into profit or loss. However, the entity may transfer those amounts recognized in OCI within "Accumulated other comprehensive 
loss" ("AOCL") in the Consolidated Statements of Changes in Shareholders' Equity. Past service cost is recognized in profit or 
loss in the period of plan amendment. Net-interest is calculated by applying the discount rate to the net defined benefit liability or 
asset. Defined benefit costs are split into three categories: 

service cost, past-service cost, gains and losses on curtailments and settlements; 
net interest expense or income; 
remeasurements. 

The Company presents the first two components of defined benefit costs in "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 

Remeasurements are recorded in OCI. 

The retirement benefit obligation recognized in the Consolidated Statements of Financial Position represents the actual deficit or 
surplus in the Company's defined benefit plans. Any surplus resulting from this calculation is limited to the present value of any 
economic benefits available in the form of refunds from the plans or reductions in future contributions to the plans. 

2.15 .3 Termination benefits 

A liability for a termination benefit is recognized atthe earlier of when the entity can no longer withdraw the offer of the termination 
benefit and when the entity recognizes any related restructuring costs. 

2.16 Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable, excluding sales taxes. Revenue is reduced for 
estimated customer returns, discounts and other similar allowances. 

2.16.1 Sale of goods 

Revenue from the sale of goods is recognized upon delivery of goods to the customer. In the case of goods sold in-store, delivery 
is generally complete at the point of sale. For goods subject to delivery such as furniture or major appliances, and goods sold online 
or through the catalogue, delivery is complete when the goods are delivered to the customers' selected final destination or picked 
up from a catalogue agent. In the case of goods subject to installation, such as home improvement products, revenue is recognized 
when the goods have been delivered and the installation is complete. 

2.16.2 Rendering of services 

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract. 
0 0 

Extended warranty service contracts 

The Company sells extended warranty service contracts with terms of coverage generally between 12 and 60 months. Revenue 
from the sale of each contract is deferred and amortized on a straight-line basis over the term of the related contract. 

Product repah; handling and installation services 

Product repair, handling and installation services revenue is recognized once the services are complete. These services are performed 
within a short timeframe. 

2.16.3 Commission and licensee fee revenue 

The Company earns commission revenue by selling various products and services that are provided by third parties, such as sales 
of travel services, home improvement products and insurance programs. As the Company is not the primary obligor in these 
transactions, these commissions are recognized upon sale of the related product or service. 

Fee revenue is received from a variety oflicensees that operate in the Company's stores. Revenue earned is based on a percentage 
of licensee sales. Revenue is recorded upon sale of the related product or service. 

Revenue is received from JPMorgan Chase relating to credit sales. Revenue is based on a percentage of sales charged on the Sears 
Card or Sears MasterCard and is included in revenue when the sale occurs. 
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2.16.4 Interest income 

Interest income is recognized when it is probable that the economic benefits will flow to the Company and the amount of income 
can be reliably measured. Interest income is accrued on a periodic basis by reference to the principal outstanding and the applicable 
interest rate. 

2.16.5 Customer loyalty program 

The Sears Club Points Program (the "Program") allows members to earn points from eligible purchases made on their Sears Card 
and/or Sears MasterCard. Members can then redeem points in accordance with the Program rewards schedule for merchandise. 
When points are earned, the Company defers revenue equal to the fair value of the awards adjusted for expected redemptions. 
When awards are redeemed, the redemption value of the awards is charged against deferred revenue and recognized as revenue. 
The expected future redemption rates are reviewed on an ongoing basis and are adjusted based upon expected future activity. 

2.16.6 Gift cards 

The Company sells gift cards through its retail stores, websites and third parties with no administrative fee charges or expiration 
dates. No revenue is recognized at the time gift cards are sold. Revenue is recognized as a merchandise sale when the gift card is 
redeemed by the customer. The Company also recognizes income when the likelihood of the gift card being redeemed by the 
customer is remote, which is generally at the end of 18 months subsequent to issuance, estimated based on historical redemption 
patterns. 

2.16. 7 Cost of goods and services sold 

Cost of goods and services sold includes the purchase price of merchandise sold, freight and handling costs incurred in preparing 
the related inventory for sale, installation costs incurred relating to the sale of goods subject to installation, write-downs taken on 
inventory during the period, physical inventory losses and costs of services provided during the period relating to services sold, 
less rebates from suppliers relating to merchandise sold. 

2.17 Foreign currency translation 

Transactions in currencies other than the Company's functional currency are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each reporting period, monetary assets and liabilities denominated in foreign currencies 
are retranslated to the functional currency at the exchange rates prevailing at that date. 

Non-monetary assets and liabilities denominated in a foreign currency that are measured at historical cost are translated using the 
exchange rate at the date of the transaction and are not retranslated. 

Exchange differences arising on retranslation are recognized in the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income in the period in which they arise, except for exchange differences on certain foreign currency 
hedging transactions (see Note 14.3). 

2.18 Considerationfi·om a vendor 

The Company has arrangements with its vendors that provide for rebates subject to binding contractual agreements. Rebates on 
inventories subject to binding agreements are recognized as a reduction of the cost of sales or related inventories for the period, 
provided the rebates are probable and reasonably estimable. Rebates on advertising costs subject to binding agreements are 
recognized as a reduction of the advertising expense for the period, provided the rebates are probable and reasonably estimable. 

2.19 Taxation 

Income tax expense represents the sum of current tax expense and deferred tax expense. 

2.19 .I Current tax 

Tax currently payable or recoverable is based on taxable earnings or loss for the reporting period. Taxable income differs from 
earnings as reported in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income, due to income or 
expenses that are taxable or deductible in other years and items that are not taxable or deductible for tax purposes. The Company's 
liability for current tax is calculated using tax rates that have been enacted or substantively enacted as at the end of the reporting 
period and includes any adjustments to taxes payable and/or taxes recoverable in respect of prior years. 

2.19.2 Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities and the corresponding 
tax bases used in the computation of taxable earnings or loss. 
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Deferred tax liabilities are generally recognized for taxable temporary differences. Deferred tax assets are generally recognized 
for deductible temporary differences to the extent that it is probable that taxable income will be available, against which deductible 
temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary differences arise 
from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable net earnings or loss nor the accounting income or loss. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and written down to the extent that it 
is no longer probable that sufficient taxable income will be available to allow all or part of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applicable in the period in which the liability 
is settled or the asset is realized, based on tax rates and tax laws that have been enacted or substantively enacted by the end of the 
reporting period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and 
liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax 
liabilities, when they relate to income taxes levied by the same taxation authority and when the Company intends to settle its 
current tax assets and liabilities on a net basis. Deferred tax assets and liabilities are not discounted. 

2.19.3 Current and deferred tax for the period 

Current and deferred tax are recognized as a tax expense or recovery in the Consolidated Statements ofNet (Loss) Earnings and 
Comprehensive (Loss) Income, except when they relate to items that are recognized outside of earnings or loss (whether in OCI, 
or directly in equity), in which case, the tax is also recognized outside of earnings or loss, or where they arise from the initial 
accounting for a business combination. In the case of a business combination, the tax effect is included in the accounting for the 
business combination. Interest on the Company's tax position is recognized as a finance cost. 

2.20 Provisions 

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event, it is probable 
that the Company will be required to settle the obligation and a reliable estimate can be made for the amount of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end 
of the reporting period, taking into account the risks and uncertainties specific to the obligation. Where a provision is measured 
using the cash flow estimated to settle the present obligation, its carrying amount is the present value of such cash flows. 

When some or all of the economic resources required to settle a provision are expected to be recovered from a third party, a 
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably. 

2.20.1 Onerous contract provisions 

An onerous contract provision is recognized when the expected benefits to be derived by the Company from a contract are lower 
than the unavoidable cost of meeting its obligations. The provision is measured at the present value of the lower of the expected 
cost of terminating the contract or the expected cost of continuing with the contract. Before a provision is established, the Company 
recognizes any impairment loss on the assets associated with that contract. The onerous contract provision is includ~d in "Other 
provisions" as seen in Note 16. 

2.20.2 General liability provisions 

The Company purchases third party insurance for automobile, damage to a claimant's property or bodily injury from use of a 
product and general liability claims that exceed a certain dollar level. However, the Company is responsible for the payment of 
claims under these insured limits. In estimating the obligation associated with incurred losses, the Company utilizes actuarial 
methodologies which are based on historical data and validated by an independent third pa11y. Loss estimates are adjusted based 
on actual claims settlements and reported claims (see Note 16). 

2.20.3 Warranty provisions 

An estimate for warranty provisions is made at the time the merchandise is sold based on historical warranty trends (see Note 16). 

2.20.4 Returns and allowances provisions 

Provisions for returns and allowances are made based on historical rates which represent the expected future outflow of economic 
resources on current sales (see Note 16). 
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2.20.5 Environmental provisions 

The Company is exposed to environmental risks as an owner, lessor and lessee of property. Under federal and provincial laws, the 
owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its properties 
or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims against the 
Company. The provision is based on assessments conducted by third parties, as well as historical data (see Note 16). 

2.21 Financial assets 

All financial assets are recognized and derecognized on the trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned. Financial 
assets are initially measured at fair value plus transaction costs, except for those financial assets at 'fair value through profit or 
loss' ("FVTPL") for which the transaction costs are expensed as incurred. 

Financial assets and liabilities are offset with the net amount presented in the Consolidated Statements of Financial Position when, 
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial assets are classified into the following categories: financial assets at FVTPL, 'held-to-maturity' investments, 'available
for-sale' ("AFS") financial assets and 'loans and receivables'. The classification depends on the nature and purpose of the financial 
assets and is determined atthe time of initial recognition. Currently the Company does not have any 'held-to-maturity' investments. 

2.21.1 Effective interest method 

The effective interest method calculates the amortized cost of a financial asset or financial liability and allocates interest income 
or expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash flow (including 
all fees on points paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or 
discounts) through the expected life of the financial instrument, or (where appropriate) a shorter period, to the net carrying amount 
on initial recognition. 

Interest income or expense is recognized on an effective interest basis for financial assets and financial liabilities other than those 
classified as at FVTPL. 

2.21.2 Financial assets at FVTPL 

Financial assets are classified at FVTPL when the financial asset is either held-for-trading or it is designated as at FVTPL. 

2.21.3 AFS financial assets 

The Company's cash equivalents have been classified as AFS financial assets and are measured at fair value. Gains and losses 
arising from changes in fair value are recognized in OCI, with the exception of impairment losses, interest calculated using the 
effective interest method and foreign exchange gains and losses on monetary assets, which are recognized in "Selling, administrative 
and other expenses" or"Interest income" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 
Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss previously included in AOCL is 
reclassified to "Selling, administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income. 

2.21.4 Loans and receivables 

Cash held by the bank and restricted cash and cash equivalents are classified as 'loans and receivables' and are measured at 
amortized cost. 

Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an active market are also 
classified as 'loans and receivables'. Loans and receivables are measured at amortized cost using the effective interest method, 
less any impainnent. Interest income is recognized by applying the effective interest rate, except for short-term receivables, where 
the recognition of interest would be immaterial. 

2.21.5 Impairment of financial assets 

Financial assets, other than those at FVTPL, are assessed for indicators of impairment atthe end of each reporting period. Financial 
assets are considered to be impaired when there is objective evidence that the estimated future cash flow of the financial asset 
have been negatively affected as a result of events that have occurred after its initial recognition. 

For all financial assets, objective evidence ofimpainnent could include: 
Significant financial difficulty of the issuer or counterparty; or 
Default or delinquency in interest or principal payments; or 
Probability that the borrower will enter bankruptcy or financial reorganization. 
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For financial assets can·ied at ammtized cost, the amount of any impairment loss recognized is the difference bet,veen the asset's 
carrying amount and the present value of estimated future cash flow discounted at the financial asset's initial effective interest 
rate. When a subsequent event causes the amount of any impaim1ent loss to decrease, the decrease in impairment loss is reversed 
through the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 

The can-ying amount of the financial asset is reduced by any impairment loss directly for all financial assets with the exception of 
trade receivables, where the carrying amount is reduced through the use of an allowance account When a trade receivable is 
considered uncollectible, its cmTying amount is \Vritten off including any amounts previously recorded in the allowance account 
Subsequent recoveries of amounts previously written off are credited to "Selling, administrative and other expenses" in the 
Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. Changes in the carrying amount of the 
allmvance account are also recognized in "Selling, administrative and other expenses". 

2.21 .6 Derecognition of financial assets 

The Company derecognizes a financial asset only when the contractual rights to the cash flow from the asset expire, or \Vhen 
substantially all the risks and rewards of ownership of the asset are transferred to another entity. lfthe Company retains substantially 
all the risks and rewards of mvnership of a transferred financial asset, the Company continues to recognize the financial asset and 
also recognizes a collateralized borrowing for the proceeds received. 

2.22 Financial liabilities and equity instruments 

2.22.1 Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substanceofthe contractual 
arrangement. 

2.22.2 Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issuance costs. 

2.22.3 Financial liabilities 

Financial liabilities are recognized on the trade date at which the Company becomes a pmty to the contractual provisions of the 
instrument. Financial liabilities are classified as either financial liabilities at 'FVTPL' or 'other financial liabilities'. 

2.22.4 Financial liabilities at FVTPL 

Financial liabilities are classified as at FVTPL when they are either held-for-trading or designated as at FVTPL. Currently the 
Company does not have any financial liabilities that have been designated as at FVTPL upon initial recognition. 

2.22.5 Other financial liabilities 

Other fi nancial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. Other financial 
liabilities are subsequently measured at am01tized cost with interest expense recognized on an effective interest method. 

The Company am01tizes debt issuance transaction costs over the life of the debt using the effective interest method. 

2.22.6 Derecognition of financial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, cancelled or 
expired. 

2. 2 3 Derivative financial ins/ ruments 

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign exchange 
rate risk, including foreign exchange option contracts and interest rate swaps. Further details on derivative financial instruments 
are disclosed in l\'ote 14. 

Derivative~ are initially recognized at fair value at the date the derivative contract is entered into and are subsequently remeasured 
to their fair value at the end of each repmting period. The resulting gain or loss is recognized immediately in "Selling, administrative 
and other expenses"' in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income, unless the derivative 
is designated and effective as a hedging instrument, in which case, the timing of the recognition depends on the nature of the hedge 
relationship. The Company designates cettain derivatives as hedges of highly probable forecasted transactions or hedges offoreign 
currency risk of firm commitments (cash flow hedges). 
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A derivative with a positive fair value is recognized as a financial asset, whereas a derivative with a negative fair value is recognized 
as a financial liability. A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the 
instrument is more than 12 months and it is not expected to be realized or settled within 12 months. Other derivatives are presented 
as current assets or current liabilities. 

2.23.1 Hedge accounting 

The Company designates certain hedging instruments, which include derivatives, as cash flow hedges. Hedges offoreign exchange 
risk on firm commitments are accounted for as cash flow hedges. 

At the inception of the hedging relationship, the Company documents the relationship between the hedging instrument and the 
hedged item, along with its risk management objectives and its strategy for undertaking various hedging transactions. At the 
inception of the hedge and on an ongoing basis, the Company documents whether the hedging instrument is highly effective in 
offsetting changes in fair values or cash flows ofthe hedged item. 

Note 14 sets out details of the fair values of the derivative instruments used for hedging purposes. 

2.23.2 Cash flow hedges 

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognized 
in OCl. The gain or loss relating to the ineffective portion is recognized immediately in "Selling, administrative and other expenses" 
in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. Amounts previously recognized in OCI 
and accumulated in AOCL within equity are reclassified in the periods when the hedged items are recognized (i.e. to "Cost of 
goods and services sold" in the Consolidated Statements ofNet (Loss) Eamings and Comprehensive (Loss) Income). 

Hedge accounting is discontinued when the Company revokes the hedging relationship, when the hedging instrument expires or 
is sold, terminated, or exercised, or when it no longer qualifies for hedge accounting. Any gains or losses accumulated in AOCL 
within equity at the time of discontinuation remain in equity and are transferred to ''Cost of goods and services sold" in the 
Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income when the forecasted transaction is ultimately 
recognized. When a forecasted transaction is no longer expected to occur, the gains or losses accumulated in equity are recognized 
immediately. 

2.2-1 filet (loss) earnings per share 

Net (loss) earnings per share is calculated using the weighted average number of shares outstanding during the reporting period. 
Diluted net (loss) earnings per share is determined using the 'treasury stock method,' which considers the potential for the issuance 
of new shares created by unexercised in-the-money options, if any such options are outstanding. 

2.25 Share based compensation 

The Company granted restricted share units ("RSUs") to an employee under an equity-based compensation plan. r:or equity-settled 
a\\·ards, the fair value of the grant of RSUs is recognized as a compensation expense over the period that the related service is 
rendered with a corresponding increase in equity. The total amount expensed is recognized over a three-year vesting period on a 
tranche basis, which is the period over which all ofthe specified vesting conditions are to be satisfied. At each balance sheet date, 
the estimate of the number of equity interests that are expected to vest is revised. The impact of the revision to original estimates, 
if any, is recognized in "Selling, administrative and other expenses" in the Consolidated Statements ofNet (Loss) Earnings and 
Comprehensive (Loss) Income. 

3. Issued standards not yet adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the Company 
may be required to adopt in the future. Since the impact of a proposed standard may change during the review period, the Company 
does not comment publicly until the standard has been finalized and the effects have been determined. 

69 

430 



In July 2014, the IASB issued the final publication ofthe following standard: 

IFRS 9, Financial Instruments ("!FRS 9 ") 

IFRS 9 replaces lAS 39, Financial Instruments: Recognition and Afeasurement. This standard establishes principles for 
the financial reporting of financial assets and financial liabilities that will present relevant and useful information to users 
of financial statements for their assessment of the amounts, timing and uncertainty of an entity's future cash flows. This 
standard also includes a new general hedge accounting standard which will align hedge accounting more closely with 
risk management. It does not fully change the types ofhedging relationships or the requirement to measure and recognize 
ineffectiveness, however, it will provide more hedging strategies that are used for risk management to qualify for hedge 
accounting and introduce more judgment to assess the effectiveness of a hedging relationship. Adoption of IFRS 9 is 
mandatory and will be effective for annual periods beginning on or after January I, 2018 with early adoption permitted. 
The Company is currently assessing the impact of adopting this standard on the Company's consolidated financial 
statements and related note disclosures. 

In May 2014, the IASB issued the following new standard: 

IFRS I5, Revenue from Contracts with Customers ('"JFRS 15") 

IFRS 15 replaces lAS II, Construction Contracts, and lAS 18, Revenue, as well as various interpretations regarding 
revenue. This standard introduces a single model for recognizing revenue that applies to all contracts with customers, 
except for contracts that are within the scope of standards on leases, insurance and financial instruments. This standard 
also requires enhanced disclosures. Adoption ofiFRS 15 is mandatory and will be effective for annual periods beginning 
on or after January I, 2017, with earlier adoption permitted. The Company is currently assessing the impact of adopting 
this standard on the Company's consolidated financial statements and related note disclosures. 

In May 2014, the IASB issued amendments to a previously released standard as follows: 

IFRS II, Joint Arrangements ("IFRS II") 

The IASB has amended IFRS II to require business combination accounting to be applied to acquisitions of interests in 
a joint operation that constitute a business. The amendments will be effective for annual periods beginning on or after 
January I, 2016, with earlier adoption permitted. The Company is currently assessing the impact of these amendments 
on the Company's consolidated financial statements and related note disclosures. 

4. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company's accounting policies, management is required to make judgments, estimates and assumptions 
with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
underlying assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of 
the revision and future periods, if the revision affects both current and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting policies, 
key assumptions concerning the future and other key sources of estimation uncertainty that have the potential to materially impact 
the carrying amounts of assets and liabilities. 

4.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits of each 
claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by internal and 
external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income. For additional information, see Note 16. 
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4.2 Jnvent01y 

4.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated based on 
historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is estimated 
based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory count 
data. 

4.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

4.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in the cost of 
inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and a charge 
or credit to "Cost of goods and services sold" in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) 
Income. For additional information, see Note 7. 

4.3 Impairment of property, plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to CGUs. At the end of each reporting 
period, the carrying amounts of property, plant and equipment and intangible assets with finite useful lives are assessed to determine 
if there is any evidence that an asset is impaired. Determining if there are any facts and circumstances indicating impairment loss 
is a subjective process involving judgment and a number of estimates and assumptions. If there are such facts and circumstances, 
the recoverable amount of the asset is estimated. 

Assets that cannot be tested individually for impairment are grouped into the smallest group of assets that generates cash inflows 
through continued use that are largely independent of the cash inflows from other assets or groups of assets (cash generating unit 
orCGU). 

The recoverable amount of an asset or a CGU is the higher of its value in use and fair value less costs to sell. To determine value 
in use, expected future cash flows are discounted using a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the asset or CGU. In the process of measuring expected future cash flows, the Company makes 
assumptions about future operating profit. These assumptions relate to future events and circumstances. Although the assumptions 
are based on market information available at the time of the assessment, actual results may vary. 

The Company's corporate and intangible assets do not generate separate cash flows. If there is evidence that a corporate or intangible 
asset is impaired, the recoverable amount is determined for the CGU to which the corporate asset belongs. Impairments are recorded 
when the carrying.amount of the CGU to which the corporate asset belongs is higher than its recoverable amount. 

Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. For additi~nal information, see Note 9 and Note 10.2. 

4.4lmpairment ofgoodlvill 

Detennining whether goodwill is impaired requires the Company to determine the recoverable amount of the CGU to which the 
goodwill is allocated. To determine the recoverable amount of the CGU, management is required to estimate its value by evaluating 
expected future cash flow using an appropriate growth rate, the estimated costs to sell and a suitable discount rate to calculate the 
value in use. For additional information, see Note I 0.1. 

4. 5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation rate, salary 
growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" and OCI in the Consolidated Statements of Net 
(Loss) Earnings and Comprehensive (Loss) Income. For additional information, see Note 20. 
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4. 6 Loyalty program deferred revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized upon 
redemption of the points for merchandise. The redemption value of the points is estimated at the initial sale transaction, based on 
historical behaviour and trends in redemption rates and redemption values, as well as an adjustment for the percentage of points 
that are expected to be converted to reward cards, but for which the likelihood of redemption is remote ("reward card breakage"). 

Changes in estimates may result in changes to "Deferred revenue" (current) on the Consolidated Statements of Financial Position 
and an increase or decrease to "Revenue" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) 
Income. For additional information, see Note 13. 

4. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar forward contracts are traded over-the-counter and give holders the right to 
buy a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. dollar forward 
contracts is estimated by discounting the difference between the contractual forward price and the current forward price for the 
residual maturity of the contract using a risk-free interest rate. The fair value offuel swaps is based on counterparty confirmations 
tested for reasonableness by discounting estimated future cash flows derived from the terms and maturity of each contract using 
market fuel prices at the measurement date. The Company is required to estimate various inputs which are used in these calculations 
that are a combination of quoted prices and observable market inputs. The fair values of derivatives include an adjustment for 
credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the Consolidated 
Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, administrative and other 
expenses" or OCI in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. For additional 
information, see Note 14. 

4.8 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Cost of goods and services sold" or "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. For additional information, see Note 16. 

4.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception of the 
lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were evaluated based on 
certain significant assumptions including the discount rate, economic life of an asset, lease tenn and existence of a bargain renewal 
option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Current portion of long-term 
obligations" and "Long-term obligations" on the Consolidated Statements of Financial Position and a charge or credit to "Selling, 
administrative and other expenses" and "Finance costs" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive 
(Loss) Income. For additional information, see Note 19. 

4.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, ce11ain matters are periodically challenged by tax authorities. The Company 
applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits. If the 
result of a tax audit materially differs from the existing provisions, the Company's effective tax rate and its net (loss) earnings will 
be affected positively or negatively. The Company also uses judgment in assessing the likelihood that deferred income tax assets 
will be recovered from future taxable income by considering factors such as the reversal of deferred income tax liabilities, projected 
future taxable income, tax planning strategies and changes in tax laws. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Income and other 
taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of Financial Position and a charge or credit to "Income 
tax recovery (expense)" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. For additional 
information, see Note 22. 
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4. 11 Gift cards 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by customers. The 
Company also recognizes income when the like! ihood of redeeming the gift card is remote ("gift card breakage"). Gift card breakage 
is estimated based on historical redemption patterns. Changes in estimates of the redemption pattems may result in changes to 
"Deferred revenue" (current) on the Consolidated Statements of Financial Position and an increase or decrease to "Revenue" in 
the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 

-f. I 2 Classification of) oint arrangements 

The Company had classified its interests in real estate joint arrangements related to shopping centres as joint operations. In doing 
so, the Company determined that the decisions regarding relevant activities required unanimous consent of the pa1iies sharing 
control. In the event of a dispute between parties sharing control ofthejoint arrangements, settlement occured through unbiased 
arbitration, legal action, or a sale of the party's interest to the other party. The Company examined the legal structure, contractual 
aJTangements and other relevant facts and circumstances for each joint arrangement and determined that it had rights to the assets 
and obligations to the liabilities of each joint arrangement. Therefore, the Company had detem1ined that its real estate joint 
arran gem en ts were joint operations and were recognized in accordance with the Company's interest in the as sets, liabi I iti es, revenues 
and expenses ofthese arrangements. For additional information, see 1\ote II. 

5. Cash and cash equivalents and interest income 

Cash and cash equivalents 

The components of cash and cash equivalents were as follows: 

(i11 CAD milliom) 

Cash 

Cash equivalents 

Government treasury bills 

Investment accounts 

Restricted cash 

Total cash and cash equivak:nts 

$ 

$ 

The components of restrictt:d cash are further discussed in 1\ote 21. 

Interest income 

As ~t As at 
January 31,2015 February I. 2014 

239.9 $ 192.4 

299.9 

10.4 

19.1 I l.l 

259.0 $ 513.8 

Interest income related primarily to cash and cash equivalents for the fiscal year ended January 31,20 I 5 totaled $2.6 million (2013: 
$2.6 million). During Fiscal 2014, the Company received $2.5 million (20 13: $2.5 million) in cash related to interest income. 

6. Accounts receivable, net 

The components of accounts receivable, net were as follows: 

(i11 CJD millions) 

Deferred receivables 

Other receivables 

Total accounts receivable, net 

$ 

$ 

As at 
January 31,2015 

0.4 $ 

72.6 

73.0 $ 

As at 
February !. 20 14 

0.5 

82.8 

83.3 

Other receivables primarily consist of amounts due from customers, amounts due from vendors and amounts due from JPMorgan 
Chase, as pa1i of the Company's credit card marketing and servicing alliance. 
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Included in the accounts receivable balances above are amounts that are past due but are not provided for, as the Company considers 
the balances to be collectible. These past due accounts receivable balances are listed below: 

(in CAD millions) 

Greater than 30 days 

Greater than 60 days 

Greater than 90 days 

Total 

7. Inventories 

$ 

$ 

As at 
January 31, 2015 

5.9 $ 

2.5 

5.9 

14.3 $ 

As at 
February I, 2014 

5.9 
2.5 

9.6 

18.0 

The amount of inventory recognized as an expense during Fisca1.2014 was $2,111.4 million (2013: $2,344.3 million), which 
includes $106.0 million (20 13: $90.7 million) of inventory write-downs. These expenses are included in "Cost of goods and services 
sold" in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. Reversals of prior period inventory 
write-downs for Fiscal2014 were $4.0 million (2013: $4.9 million). 

Inventory is pledged as collateral under the Company's revolving credit facility (see Note 17). 

8. Prepaid expenses 

The components of prepaid expenses were as follows: 

(in CAD millions) 

Rent 

Contracts 

Supplies 

Insurance 

Other 

Total prepaid expenses 

$ 

$ 

74 

As at 
January 31,2015 

11.4 $ 

10.2 

3.0 

0.8 

3.3 

28.7 $ 

As at 
February I. 20 I 4 

12.5 

7.4 

2.9 

0.6 

0.4 

23.8 
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9. Property, plant and equipment and investment properties 

The following is a continuity of property, plant and equipment: 

Buildings and Finance Finance Equipment 
Leasehold Lease Lease and 

(in CAD millions) Land Improvements Buildings Equipment Fixtures Total 

Cost or deemed cost 

Balance at February 2, 2013 $ 316.3 $ 1,387.1 $ 45.7 $ 3.5 $ 1,174.9 $ 2,927.5 

Additions 26.1 1.4 0.9 33.3 61.7 

Disposals (75.7) (248.9) (2.6) (78.3) (405.5) 

Net movement to assets held for 
sale 2 (2.9) (36.6) (13.9) (53.4) 

Balance at February 1, 2014 $ 237.7 $ 1,127.7 $ 44.5 $ 4.4 $ 1,116.0 $ 2,530.3 

Additions 0.2 1.0 0.1 285 29.8 

Disposals (9.5) (42.3) (3.0) (3.5) (8.5) (66.8) 

Balance at January 31, 2015 $ 228.4 $ 1,086.4 $ 41.5 $ 1.0 $ 1,136.0 $ 2,493.3 

Accumulated depreciation and impairment 

Balance at February 2, 2013 $ 2.2 $ 770.3 $ 13.8 $ 2.0 $ 1,020.7 $ 1,809.0 

Depreciation expense 1 50.6 5.0 1.2 43.5 100.3 

Disposals (79.7) (2.6) (67.4) (149.7) 

Impairment (reversals) losses !,2 (2.2) 26.5 3.4 27.7 

Net movement to assets held for 
sale 1 (28.6) (13.9) (42.5) 

Balance at February 1, 2014 $ $ 739.1 $ 16.2 $ 3.2 $ 986.3 $ 1,744.8 

Depreciation expense 35.9 3.8 0.8 36.4 76.9 

Disposals (18.2) (3.0) (3.5) (7.1) (31.8) 

Impairment losses 1 91.1 17.1 27.6 135.8 

Balance at January 31, 2015 $ $ 847.9 $ 34.1 $ 0.5 $ 1,043.2 $ 1,925.7 

Total property, plant and equipment 

Net balance at January 31,2015 $ 228.4 $ 238.5 $ 7.4 $ 0.5 $ 92.8 $ 567.6 

Net balance at February 1, 2014 $ 237.7 $ 388.6 $ 28.3 $ 1.2 $ 129.7 $ 785.5 

Depreciation expense and impairment (rerersal.\) losses are included in "Selling. administratil·e and other expenses" in the ( 'onsolidated Statements qf Net (/,o . .,·s) 
Earnings ami ( 'ompre!Jem·il•e (Los.\) Income. 

lnclucled in the 527.7 million impairment loss is a loss qf S 16.5 million related to a Regina logistics centre. Refer to Note 29 "A:;·sels class(fied as held.for sale ''for 
additional il?{ormation. 
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Impairment loss 

The Company conducted appraisals of certain land and building properties that it owned, with the assistance of independent 
qualified third party appraisers. The valuation methods used to determine fair value include the direct capitalization and discounted 
cash flow methods for buildings and the direct sales comparison for land. 

During Fiscal 2014, the Company recognized an impairment loss of$68.3 million (2013: nil) on a number of Sears full-line and 
Corbeil stores, an impairment loss of $I7.6 million (2013: $I1.7 million) on a number of Sears Home stores and an impairment 
loss of$5.5 million (20 I3: nil) on a numberofHometown stores. The impairment loss was due to indicators (in particular a decrease 
in revenue or decrease in cash flows) that the recoverable amount was less than the carrying value. The recoverable amounts of 
the CGUs tested were based on the present value of the estimated cash flow, over the lease term plus two renewals for Sears full
line and Home stores and five years for Hometown stores, as this was management's best estimate of the useful life of the assets 
ofthese CGUs. A pre-tax discount rate of I0.8% was based on management's best estimate ofthe CGUs' weighted average cost 
of capital considering the risks facing the CGUs. The estimated cash flows for the CGUs described above assumed no future 
improvement in the CGUs' results, given their recent operating performance. If considered independently, a two percentage point 
change in the applied discount rate, a ten percentage point change in the estimated cash flows and a change in the number of 
renewal terms would have an insignificant impact on the amount of the reported impairment loss. 

During Fiscal 20 I4, the Company undertook a comprehensive evaluation of its logistics network for current and future needs, 
given its changing warehousing requirements. Accordingly, the Company determined thattheMontreal distribution centre ("MDC") 
may be considered for disposition. The Company determined the fair value of the MDC by engaging an independent qualified 
third party appraiser to conduct an appraisal of the property. The valuation methods used included the direct capitalization and 
discounted cash flow methods, and the direct sales comparison approach. A discount rate of 8.5% and a rate of inflation of 2.5% 
were applied to cash flow projections over a period of I 0 years. The Company assessed various scenarios provided by the appraiser 
to determine a fair value. As a result of the carrying amount exceeding the recoverable amount of$44.3 million for the MDC, an 
impairment loss of $44.4 million (20I3: $1.7 million) was included in "Selling, administrative and other expenses" in the 
Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. 

The Company will continue to assess the recoverable amount of the CGUs at the end of each reporting period and adjust the 
carrying amount accordingly. To detennine the recoverable amount of the CGUs, the Company will consider factors such as 
expected future cash flows, growth rates, capitalization rates and an appropriate discount rate to calculate the fair value or value 
in use as required. 

The impairment loss of$I35.8 million (20 13: $27.7 million) was included in "Selling, administrative and other expenses" in the 
Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. Included in the impaim1ent loss of $27.7 
million during Fiscal2013, was an impairment loss reversal relating to land of$2.2 million. The impairment loss reversal was a 
result of the proceeds received from the agreement to sell the Company's 50% joint arrangement interest in the Promenade de 
Drummondville property ("Drummondville"). See Note II for additional infonnation. 

The total impairment loss related to property, plant and equipment, goodwill and intangible assets and assets classified as held for 
sale included in Fiscal20I4 was $162.0 million (20I3: $33.8 million). See Note IO and Note 29 for additional information. 

Investment properties 

Investment properties owned by the Company represent vacant _land with no operating activity. Investment property within the 
Company's Broad Street Logistics Centre located in Regina ("Broad Street") has been classified as held for sale in the Consolidated 
Statements of Financial Position (see Note 29). During Fiscal 2014, there were no investment property additions, disposals, 
impainnent losses or reversals. As at January 31, 20 IS, the carrying value and fair value of investment properties were $21.7 
million ($2.4 million included in "Assets held for sale") and $27.7 million, respectively (February I, 20 I4: $2I.7 million and $25.8 
million). The fair value of the investment properties are classified within Level 3 of the fair value hierarchy (described further in 
Note I4.6). The Company engaged independent qualified third party appraisers to conduct appraisals and the fair value is determined 
using direct sales comparisons. 
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1 0. Goodwill and intangible assets 

10.1 Allocation of goodwill to cash generating units 

Goodwill has been allocated for impairment testing purposes to the following CGUs: 
Corbeil 

HIPS 

The following is a continuity of goodwill, as allocated by CGU: 

(in CAD millions) 

Corbeil 

Balance, beginning of fiscal year 

Impairment losses 

Balance, end of fiscal year 

HIPS 

Balance, beginning of fiscal year 

Impairment losses 

Balance, end of fiscal year 

Total goodwill 

$ 

$ 

$ 

$ 

$ 

2014 2013 

2.6 $ 2.6 

(2.6) 

$ 2.6 

$ 6. I 

(6.1) 

$ 

$ 2.6 

In the assessment of impairment, management used historical data and past experience as the key assumptions in the detem1ination 
of the recoverable amount. The Company made certain assumptions for the discount and terminal growth rates to reflect variations 
in expected future cash Jlows. 

Corbeil 

The recoverable amount of the Corbeil CGU was determined based on its estimated fair value less costs to selL The fair value 
was determined based on the present value of the estimated free cash flows over a I 0 year period. Cost to sell was estimated 
to be 2% of the fair value of the CGU, which reflected management's best estimate of the potential costs associated with 
divesting of the business. A pre-tax discount rate of I 0.2% per annum was used, based on management's best estimate of the 
Company's weighted average cost of capital adjusted for the risks facing the Corbeil CGU. Annual growth rates of 5% for the 
first 2 years and 2% for the subsequent 8 years were used for Corbeil given the CGU's historical growth experience and 
anticipated growth. n1e recoverable amount was determined to be less than the carrying value including the goodw·iJI of $2.6 
million related to the Corbeil CGU, resulting in a goodwill impairment of$2.6 million in Fiscal 2014 (20 13: nil). Impairment 
losses were included in ''Selling. administrative and other expenses" in the Consolidated Statements ofNet (Loss) Earnings 
and Comprehensive (Loss) Income. This impairment loss was attributable to revenue declines experienced in the Corbeil 

business, which were considered in the annual growth rate assumptions. 

HIPS 

The recoverable amount of this CGU was determined based on its estimated fair value less costs to sell. The fair value was 
determined based on-the present value of the estimated free cash flows over a I 0 year period. Cost to sell was estimated to be 
2% of the fair value ofthe CGU, which reflected management's best estimate of the potential costs associated with divesting 
of the business. On December 13, 2013, SHS announced it was in receivership and all offers of services provided by SHS 
ceased resulting in uncertainty of future cash flows. The recoverable amount was determined to be less than the carrying value 
including the goodwill of$6.1 mill ion allocated to the HIPS CGU, resulting in a goodwill impairment of$6.1 million in fiscal 
1013. This impairment loss was included in "Selling, administrative and other expenses" in the Consolidated Statements of 

Net (Loss) Earnings and Comprehensive (Loss) Income and was attributable to experienced and potential revenue declines in 
the HIPS business (see Note 14 ). 
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10.2 Intangible assets 

The following is a continuity of intangible assets: 

(in CAD millions) 

Cost or deemed cost 

Balance at February 2, 2013 

Additions 

Disposals 

Balance at February I, 2014 

Additions 

Balance at January 31,2015 
Accumulated amortization 

Balance at February 2, 2013 

Amortization expense 1 

Disposals 

Balance at February I, 2014 

Amortization expense 1 

Impairment losses 1 

Balance at January 31,2015 

Total intangible assets 

Net balance at January 31, 2015 
Net balance at February I, 2014 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Application 
Software 

34.9 $ 

9.7 

(0.4) 

44.2 $ 

21.8 

66.0 $ 

19.0 $ 

6.1 

(0.2) 

24.9 $ 

2.4 

23.6 

50.9 $ 

15.1 $ 

19.3 $ 

Information 
System Software 

131.4 $ 

2.6 

134.0 $ 

2.2 

136.2 $ 

120.1 $ 

5.0 

125.1 $ 

10.0 

135.1 $ 

1.1 $ 
8.9 $ 

Total 

166.3 

12.3 

(0.4) 

178.2 

24.0 

202.2 

139.1 

11.1 

(0.2) 

150.0 

12.4 

23.6 

186.0 

16.2 
28.2 

Amorti::ation expense and impairmentlo.\'St!S are included in ",')'elling, administratil·e and other e.\]1enses" in the ( 'onsolidated ,)'tatemenl.\' C?f Net (J.oss) Harnings am/ 
( 'omprelu!11sire (J.os.\~ income. 

Impairment loss 

During Fiscal 2014, the Company recognized an impairment loss of$23.6 million (2013: nil) on intangible assets allocated to a 
number of Sears full-line and Home stores. The impainnent loss was due to indicators (in particular a decrease in revenue or 
decrease in cash flows) that the recoverable amount was less than the carrying value. The loss was included in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. 

11. Joint arrangements 

The Company's real estate joint arrangements in 2014 included its share of assets, liabilities, revenues, and expenses from its joint 
arrangement interests in three shopping centres across Canada, all of which contained a Sears store. Joint arrangement interests 

ranged from 15% to 20% and were co-owned with Ivanhoe Cambridge II Inc. ("Ivanhoe") to develop and operate commercial 
properties (shopping malls). 

During the third quarter of 2014, the Company sold its 15% joint an·angement interest in Les Galeries de Hull shopping centre 
("Hull") that it co-owned with Ivanhoe, to Fonds de placement immobilier Cominar for total proceeds of$1 0.5 million, recognizing 
a pre-tax gain of$3.4 million on the sale. The sale closed on September 30,2014. In connection with this transaction, the Company 
determined that because the Company had surrendered substantially all of its rights and obligations and had transferred substantially 
all of the risks and rewards of ownership related to the property, immediate gain recognition was appropriate. Cominar had 
previously entered into an agreement to acquire Ivanhoe's 85% joint aiTangement interest in Hull as announced on August 26, 
20 14. Following the sale, the Company continues to operate its store in the shopping centre on terms and conditions unchanged 
from those before the sale. 
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During the third quarter of 2014, the Company sold its 20% joint arrangement interest in Kildonan Place Shopping Centre 
("Kildonan") that it co-owned with Ivanhoe, to H&R Real Estate Investment Trust for total proceeds of$27. 7 million, recognizing 
a pre-tax gain of$11.2 million on the sale. The sale closed on September 17, 2014, pursuant to an agreement entered into on August 
6, 2014. In connection with this transaction, the Company determined that because it had surrendered substantially all of its rights 
and obligations and had transferred substantially all of the risks and rewards of ownership related to the property, immediate gain 
recognition was appropriate. Following the sale, the Company continues to operate its store in the shopping centre on terms and 
conditions unchanged from those before the sale. 

During the second quarter of20 14, the Company sold its 15% joint arrangement interest in Les Rivieres Shopping Centre that it 
co-owned with Ivanhoe for total proceeds of$33.5 million, to Ivanhoe, recognizing a pre-tax gain of$20.5 million on the sale. 
The sale closed on June 2, 2014, pursuant to an agreement entered into on May 16, 2014.ln connection with this transaction, the 
Company determined that because it had surrendered substantially all of its rights and obligations and had transfened substantially 
all ofthe risks and rewards of ownership related to the property, immediate gain recognition was appropriate. 

During the fourth quarter of2013, the Company sold its interest in the properties co-owned with the WestcliffGroup for total 
proceeds of$315.4 million, recognizing a pre-tax gain of$66.3 million on the sale. In connection with this transaction, the Company 
determined that because it had surrendered substantially all of its rights and obligations and had transfened substantially all of the 
risks and rewards of ownership related to the eight properties, immediate gain recognition was appropriate. Following the sale, 
the Company continues to operate its stores in the shopping centres on terms and conditions unchanged from those before the sale. 

Impairment loss 

The Company engaged independent qualified third-party appraisers to conduct appraisals of its land and building properties. The 
valuation methods used to determine fair value included the direct capitalization and discounted cash flow methods for buildings 
and the direct sales comparison for land. 

During Fiscal 2013, the Company recorded an impairment loss reversal of$2.2 million on Drummondville due to the proceeds 
received from the sale discussed above (one of the properties co-owned with the WestcliffGroup). The $2.2 million impairment 
loss on Drummondville was originally recorded in the 53-week period ended February 2, 2013. The impairment loss reversal of 
$2.2 million was included in "Selling, administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings 
and Comprehensive (Loss) Income. 

12. Other long-term assets 

The components of other long-term assets were as follows: 

(in CAD millions) 

Income taxes recoverable (Note 22) 

Prepaid rent 

Receivables 

Investments 

Unamortized debt transaction costs 

Tenant allowance in joint arrangements 

Other long-term assets 

$ 

$ 

As at 
January 31, 2015 

6.4 

5.5 
3.1 

1.3 

4.2 

20.5 
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As at 
February 1.2014 

$ 32.5 

6.1 

5.8 

1.5 

4.4 

0.9 

$ 51.2 
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13. Deferred revenue 

The components of deferred revenue were as follows: 

(in CAD millions) 

Arising from extended warranty service contracts (i) 

Arising from unshipped sales (iil 

Arising from customer loyalty program (iii) 

Arising from gift card issuances <iv) 

Other (v) 

Total deferred revenue 

Current 

Non-current 

Total deferred revenue 

As at 
January 31, 2015 

$ 134.8 

57.2 

36.8 

15.0 

4.2 

$ 248.0 

$ 171.2 

76.8 

$ 248.0 

The following explanations describe the Company's deferred revenue: 

As at 
February 1, 2014 

$ 148.3 

62.8 

38.2 

20.6 

5.1 

$ 275.0 

$ 187.7 

87.3 

$ 275.0 

(i) Deferred revenue arising from the sale of extended warranty service contracts, which provide coverage for product repair 
services over the tenn of the contracts. 

(ii) DefeiTed revenue arising from the sale of merchandise which has not yet been delivered to or picked up by the customer. 
The revenue is recognized once the merchandise is delivered to the customer. 

(iii) Deferred revenue arising from the Sears Club loyalty program. 

(iv) Deferred revenue arising from the purchase of gift cards by customers that have not yet been redeemed for merchandise. 
The revenue is recognized primarily upon redemption of the gift card. 

(v) Other includes deferred revenue for goods that have not yet been fully delivered or services not yet rendered. The revenue 
is recognized when the goods have been delivered or by reference to the stage of completion of the service. 

14. Financial instruments 

In the ordinary course of business, the Company enters into financial agreements with banks and other financial institutions to 
reduce underlying risks associated with interest rates and foreign currency. The Company does not hold or issue derivative financial 
instruments for trading or speculative purposes. 

Financial instrument risk management 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk consists of 
foreign exchange and interest rate risk. · 

I 4. I Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's counterparties 
to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash and cash equivalents, accounts 
receivable and other long-term assets. 

Cash and cash equivalents, accounts receivable, derivative instruments and investments included in other long-tenn assets totaling 
$340.5 million as at January 31, 2015 (February I, 2014: $605.8 million) expose the Company to credit risk should the borrower 
default on maturity of the investment. The Company manages this exposure through policies that require borrowers to have a 
minimum credit rating of A, and limiting investments with individual bmTowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from third pm1ies as a result of ongoing credit evaluations and review of accounts 
receivable collectability. An allowance account included in "Accounts receivable, net" in the Consolidated Statements of Financial 
Position totaled $5.9 million as at January 31,2015 (February I, 2014: $4.2 million). As at January 31,2015, one party represented 
11.0% of the Company's net accounts receivable (February I, 2014: one party represented 11.3% of the Company's net accounts 
receivable). 
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14.2 Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they come due. The 
Company actively maintains access to adequate funding sources to ensure it has sufficient available funds to meet cun·ent and 
foreseeable financial requirements at a reasonable cost. 

The following table summarizes the carrying amount and the contractual maturities of both the interest and principal portion of 
significant financial liabilities as at January 31, 2015: 

Carrying 
(in CAD millions) Amount Total 

Accounts payable and accrued 
$ 359.4 $ 359.4 $ liabilities 

Finance lease obligations including 
payments due within one year 1 28.1 36.0 

Operating lease obligations 2 n/a 428.8 

Royalties 2 n/a 3.4 

Purchase agreements 2.4 n/a 9.7 

Retirement benefit plans obligations 3 407.4 85.9 

$ 794.9 $ 923.2 $ 

Contractual Cash Flow Maturities 

Within 
1 year 

359.4 

5.8 

93.8 

0.8 

6.4 

20.2 

486.4 

$ 

$ 

1 year to 
3 years 

10.6 

145.5 

2.6 

3.3 

40.5 

202.5 

$ 

$ 

3 years to 
5 years 

9.9 

94.6 

24.9 

$ 

129.4 $ 

Beyond 
5 years 

9.7 

94.9 

0.3 

104.9 

( 'ash.flmr maturifies related to .finance lease ohligations, including payments due 1rithin one _l'I!Ur, include ammal il11f!!'esl on .finance lease ohligations at a we(~hted 
G\'<.'rage rate (?f"7.6%. 

PurclwsC' agreemems. operating lease ohligations, and f'(~l·alties are um reportl!d in !he ( 'onsolidali!d :';tatemems qfFinam:ia/ Posifion. 

Jla_\'llh'l1fs arl! hasl!d on a.fimding ra/uation as at /)ecl!mher 3/, 20/3 which 1ras complt!ted on June 30, 201-1. Any ohligation heyond 2019 \rould hi! hasl!d 011 afimding 
l'aluation fO he completed as at IJecemher 31. J0/6. 

( ·errainl'l!lldors require minimum purchase commifmemlerels m·er the term (~(the contract. 

Management believes that cash on hand, future cash flow generated from operating activities and availability of current and future 
funding will be adequate to supp011 these financial liabilities. As of January 31, 2015, the Company does not have any significant 
capital expenditure commitments. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 

1-1.3 Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar denominated 
assets and liabilities and purchases of goods or services. As at January 31, 2015, there were forward contracts outstanding with a 
notional value of U.S. $40.0 million (February I, 2014: U.S. $90.0 million) and a fair value of$7.2 million included in "Derivative 
financial assets" (February I, 2014: $7.2 million) in the Consolidated Statements of Financial Position. These derivative contracts 
have settlement dates extending to April 2015. The intrinsic value portion of these derivatives has been designated as a cash flow 
hedge for hedge accounting treatment under lAS 39. These contracts are intended to reduce the foreign exchange risk with respect 
to anticipated purchases of U.S. dollar denominated goods purchased for resale ("hedged item"). As at January 31, 2015, the 
designated pm1ion ofthese hedges was considered effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements of Financial 
Position, the fair value of the contracts is included in "Derivative financial assets" or "Derivative financial liabilities", depending 
on the fair value, and classified as current or long-term, depending on the maturities of the outstanding contracts. Changes in the 
fair value of the designated portion of contracts are included in OCI for cash flow hedges, to the extent the designated portion of 
the hedges continues to be effective, with any ineffective portion included in '·Cost of goods and services sold" in the Consolidated 
Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. Amounts previously included in OCI are reclassified to 
"Cost of goods and services sold" in the same period in which the hedged item impacts net (loss) earnings. 

During Fiscal20 14, the Company recorded a loss of$5.0 million (2013: loss of$7.6 million), in "Selling, administrative and other 
expenses", relating to the translation or settlement of U.S. dollar denominated monetary items consisting of cash and cash 
equivalents, accounts receivable and accounts payable. 

The year end exchange rate was 0.7867 U.S. dollar to Canadian dollar. A I 0% appreciation or depreciation of the U.S. dollar and/ 
or the Canadian dollar exchange rate was determined to have an after-tax impact on net (loss) earnings of $0.3 million for U.S. 
dollar denominated balances included in cash and cash equivalents, accounts receivable and accounts payable. 
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14.4 Interest rate risk 

From time to time, the Company enters into interest rate swap contracts with approved financial institutions to manage exposure 
to interest rate risks. As at January 31, 2015, the Company had no interest rate swap contracts in place (February 1, 2014: nil). 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets and 
liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and cash equivalents and botTowings under the Amended Credit Facility, when applicable, are subject to interest rate risk. 
The total subject to interest rate risk as at January 31,2015 was a net asset of$260.3 million (February 1, 2014: net asset of$515.1 
million). An increase or decrease in interest rates of25 basis points would cause an after-tax impact on net (loss) earnings of$0.5 
million for net assets subject to interest rate risk included in cash and cash equivalents and other long-term assets at the end of 
Fisca12014. 

14.5 Fuel price risk 

The Company entered into fuel derivative contracts to manage the exposure to diesel and natural gas fuel prices and help mitigate 
volatility in cash flow for the transportation service business and utilities expense. As at January 31, 2015, the fixed to floating 
rate swap contracts outstanding had a notional volume of 4.7 million Iitres (February 1, 2014: nil) of diesel and 0.3 million gigajoules 
("GJ") (February 1, 2014: nil) of natural gas and a carrying value ofless than $0.1 million (February 1, 2014: nil) combined. These 
derivative contracts have settlement dates extending to December 31, 2015 with monthly settlement of maturing contracts. 

14.6 Classification and fair value of financial instruments 

The estimated fair values of financial instruments presented are based on relevant market prices and information available at those 
dates. The following table summarizes the classification and fair value of certain financial instruments as at the specified dates. 
The Company determines the classification of a financial instrument when it is initially recorded, based on the underlying purpose 
of the instrument. As a significant number of the Company's assets and liabilities, including inventories and capital assets, do not 
meet the definition of financial instruments, values in the tables below do not reflect the fair value of the Company as a whole. 

The fair value of financial instruments are classified and measured according to the following three levels, based on the fair value 
hierarchy. 

Level 1: Quoted prices in active markets for identical assets or liabilities 
Level 2: Inputs other than quoted prices in active markets that are observable for the asset or liability either directly (i.e. 
as prices) or indirectly (i.e. derived from prices) 
Level 3: Inputs for the asset or liability that are not based on observable market data 

(in CAD millions) 

Classification 

A vail able for sale 

Cash equivalents 

Fair value through profit or loss 

Long-term investments 

U.S.$ derivative contracts 

Long-term investments 

Balance Sheet Category 

Cash and cash equivalents1 

Other long-term assets 

Derivative financial assets 

Other long-tem1 assets 

Interest income related to cash and cash equh·alents is disclosed in Note 5. 

( 'fass(fication c~ffGir 1'a/ues relates to 20/-1 

Fair Value As at 
Hierarchy' January 31, 2015 

Level I 

Level I 

Level2 7.2 

Level 3 1.3 

As at 
February I. 2014 

310.3 

0.2 

7.2 

1.3 

All other assets that are financial instruments not listed in the chart above have been classified as "Loans and receivables". All 
other financial instrument liabilities have been classified as "Other liabilities" and are measured at amortized cost in the Consolidated 
Statements of Financial Position. The carrying value of these financial instruments approximate fair value given thatthey are short
term in nature. 

Effective March 3, 2013, the Company finalized an exclusive, multi-year licensing atTangement with SHS, which resulted in SHS 
overseeing the day-to-day operations of HIPS. The Company provided SHS an interest-bearing loan which allowed SHS to pay 
the final purchase price of $5.3 million over 6 years. SHS repaid this loan on September 30, 2013, and shortly afterwards, issued 
the Company an interest-bearing promissory note for $2.0 million, secured by ceiiain assets ofSHS, repayable by July 16,2015. 
The promissory note asset is included in "Accounts receivable, net" in the Consolidated Statements of Financial Position as at 
January 31, 2015. 
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On December 13, 2013, SHS announced that it was in receivership. All offers of services provided by SHS ceased, and the Company 
is working with the Receiver, PricewaterhouseCoopers Inc., on options for completing pending orders. As a result of the 
announcement, the Company recorded a warranty provision of$2.0 million in the fourth quarter ofFiscal20 13 related to potential 
future claims for work that had been perfonned by SHS, as well as assuming the warranty obligations with respect to work 
previously performed by the Company which had been assumed by SHS. 

As a result of an announcement made by the Company on March 21, 2014 regarding ce11ain obligations of SHS, the Company 
recorded an additional charge of$6.7 million to the warranty provision, and a $3.0 million charge against the receivable (including 
outstanding commissions receivable and promissory note) during Fiscal20 14. These charges are included in "Selling, administrative 
and other expenses" in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. $2.0 million of 
the charge related to the promissory note, and was recorded to an allowance account included in "Accounts receivable, net" in the 
Consolidated Statements of Financial Position as at January 31, 2015. 

15. Accounts payable and accrued liabilities 

The components of"Accounts payable and accrued liabilities" as included in the Consolidated Statements of Financial Position 
were as follows: 

(in CAD millions) 

Total accounts payable 

Accrued liabilities 

Payroll and employee benefits 

Merchandise accruals 

Short-term leasehold inducements 

Advertising accruals 

Other accrued liabilities 

Total accrued liabilities 

Total accounts payable and accrued liabilities 

As at 
January 31,2015 

$ 205.7 $ 

26.6 

48.5 

8.6 

7.4 

62.6 

$ 153.7 $ 

$ 359.4 $ 
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As at 
February 1, 2014 

270.7 

28.6 

59.9 

8.9 

13.8 

56.8 

168.0 

438.7 
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16. Provisions 

The following is a continuity which shows the change in provisions during Fiscal 2014 and Fiscal 2013: 

As at Additional Release of Reversed As at 
(in CAD millions) February L 20 14 Provisions Provisions Provisions January 31, 2015 

Insurance 1
'
1 $ 16.8 $ 1.0 $ (4.1) $ $ 13.7 

Returns and allowances liil 11.1 7.3 (6.4) 12.0 

Warranties liiil 8.7 10.8 (10.4) (0.9) 8.2 
Sales tax (i\) 6.2 2.5 (2.4) (0.3) 6.0 

Severance 1'
1 50.5 17.0 (50.4) (5.2) 11.9 

Environmental l•il 6.9 1.5 (2.0) (0.3) 6.1 

Other provisions 9.6 0.8 (4.9) 5.5 

Total provisions $ 109.8 $ 40.9 $ (80.6) $ (6.7) $ 63.4 

Current $ 109.4 $ 36.5 $ (80.6) $ (6.7) $ 58.6 
Non-current <iii I 0.4 4.4 4.8 

Total provisions $ 109.8 $ 40.9 $ (80.6) $ (6.7) $ 63.4 

As at Additional Release of Reversed As at 
(in CAD millions) February 2. 2013 Provisions Provisions Provisions February L 20 14 

Insurance 1' 1 $ 18.3 $ 4.5 $ (6.0) $ $ 16.8 

Returns and allowances (iii 13.0 7.8 (9.7) 11.1 

Warranties 1'ill 11.0 2.0 (0.2) (4.1) 8.7 
Sales tax livl 2.4 5.4 ( 1.0) (0.6) 6.2 

Severance 1' 
1 14.7 57.1 (20.0) ( 1.3) 50.5 

Environmental <vii 4.8 4.7 (2.1) (0.5) 6.9 

Other provisions 2.5 9.3 (2.1) (0.1) 9.6 

Total provisions $ 66.7 $ 90.8 $ (41.1) $ (6.6) $ 109.8 

Current $ 66.3 $ 90.8 $ (41.1) $ (6.6) $ 109.4 
Non-current 1'i' 1 0.4 0.4 

Total provisions $ 66.7 $ 90.8 $ (41.1) $ (6.6) $ 109.8 

The following explanations describe the Company's provisions: 

( i) The provision for insurance, or general liability claims, represents the Company's best estimate of the future outflow of 
economic resources due to automobile, product and other general liability claims. Insurance claims relating to this provision 
are expected to be paid over the next several years; however, as the Company has no unconditional right to defer the 
settlement past at least 12 months, this provision is considered to be current. In estimating the obligation associated with 
incurred losses, the Company utilizes actuarial methodologies validated by an independent third pmiy. These actuarial 
methodologies utilize historical data to project future incurred losses. Loss estimates are adjusted based on reported claims 
and actual settlements. 

( ii) The provision for returns and allowances represents the Company's best estimate of the future outflow of economic resources 
due to merchandise retums and allowances. Returns and allowances relating to this provision are expected to be realized 
over the next 12months. Unceiiainty exists relating to the amount and timing of returns and allowances, therefore, historical 
data has been used to arrive at this estimate. 

(iii) The provision for warranty claims represents the Company's best estimate of the future outflow of economic resources 
that will be required due to the Company's warranty obligations. Unceiiainty exists relating to the number of incidents 
requiring merchandise repair and the related costs. This provision is estimated based on historical warranty trends and 
costs. The amount of expected reimbursements from vendors recorded as at January 31,2015 was $0.2million (February I, 
2014: $0.6 million) and is reflected in "Accounts receivable, net" and "Other long-term assets" in the Consolidated 
Statements of Financial Position. The provision for warranty claims is primarily expected to be realized within 72 months, 
with the balance reflected in "Provisions" and "Other long-term liabilities" in the Consolidated Statements of Financial 
Position. 
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(iv) The Company maintains provisions for sales tax assessments under active discussion, audit, dispute or appeal with tax 
authorities. These provisions represent the Company's best estimate of the amount expected to be paid based on qualitative 
and quantitative assessments. Though uncertainty exists around the timing of settlement of the disputes or appeals with 
tax authorities, the Company expects that sales tax provisions will be settled within 4 years. However, as the Company has 
no unconditional right to defer the settlement of these provisions past at least 12 months, these provisions are classified as 
current. 

(v) The provision for severance represents the Company's best estimate of the future outflow of payments to terminated 
employees. Uncertainty exists in ceiiain cases relating to the amount of severance that will be awarded in court proceedings. 
As the Company has no unconditional right to defer these payments past at least 12 months, this provision is classified as 
cun·ent. 

(vi) The environmental provision primarily represents the costs to remediate environmental contamination associated with 
decommissioning auto centres to meet regulatory requirements. The provision is based on assessments conducted by third 
parties as well as historical data. Given the timing of payments to remediate is uncertain and that the Company has no 
unconditional right to defer these payments past at least 12 months, this provision is classified as current. 

17. Long-term obligations and finance costs 

Long-term obligations 

Total outstanding long-term obligations were as follows: 

(in CAD millions) 

Real estate joint arrangement obligations - Current 

Finance lease obligations - Current 

Total current p01iion of long-term obligations 

Real estate joint arrangement obligations -Non-current 

Finance lease obligations - Non-current 

Total non-current long-term obligations 

$ 

$ 

$ 

As at As at 
January 31,2015 February 1, 20 14 

$ 2.9 

4.0 5.0 

4.0 $ 7.9 

24.1 28.0 

24.1 $ 28.0 

The Company's debt consisted of finance lease obligations and the Company's share of its real estate joint arrangement obligations. 
In September 20 I 0, the Company entered into an $800.0 million senior secured revolving credit facility (the "Credit Facility") 
with a syndicate of lenders with a maturity date of September I 0, 2015. 

On May 28, 2014, the Company announced that it had extended the term of the Credit Facility (the "Amended Credit Facility") 
to May 28, 2019 and reduced the total credit limit to $300.0 million. The Amended Credit Facility is secured with a first lien on 
inventory and credit card receivables. The Company incurred additional transaction costs of$1.0 million in Fiscal2014 related to 
the Amended Credit Facility. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base formula, up to a maximum availability 
of $300.0 million. Availability under the Credit Facility was $260.7 ·million as at January 31, 2015 (February I, 2014: $374.0 
million). In 2013, as a result of judicial developments relating to the priorities of pension liability relative to certain secured 
obligations, the Company provided additional security to the lenders by pledging ceiiain real estate assets as collateral, thereby 
pmiially reducing the potential reserve amount the lenders could apply. As at January 31, 20 15, three properties in Ontario have 
been registered under the Amended Credit Facility. The additional reserve amount may increase or decrease in the future based 
on changes in estimated net pension deficits in the event of a wind-up, and based on the amount of real estate assets pledged as 
additional collateral. The estimated reserves, if applied as at January 31,2015, would reduce the Company's borrowing availability 
by $26.0 million. 

The Amended Credit Facility contains covenants which are customary for facilities of this nature and the Company was in 
compliance with all covenants as at January 31, 2015. 

As at January 31, 2015, the Company had no borrowings on the Amended Credit Facility and had unammiized transaction costs 
associated with the Amended Credit Facility of$4.2 million included in "Other long-term assets" in the Consolidated Statements 
of Financial Position (February I, 2014: no borrowings and net ofunamoiiized transaction costs of$4.4 million included in "Other 
long-term assets"). In addition, the Company had $39.3 million (February I, 2014: $24.0 million) of standby letters of credit 
outstanding against the Amended Credit Facility. These letters of credit cover various payment obligations. Interest on drawings 
under the Amended Credit Facility is determined based on bankers' acceptance rates for one to three month tenns or the prime 
rate plus a spread.lnterest amounts on the Amended Credit Facility are due monthly and are added to principal amounts outstanding. 
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As at January 31, 2015, the Company had outstanding merchandise letters of credit of U.S. $6.9 million (February 1, 2014: U.S. 
$9.0 million) used to support the Company's offshore merchandise purchasing program with restricted cash pledged as collateral. 

The Company has entered into a mortgage on land that it owns in Burnaby, British Columbia. In accordance with the Burnaby 
development project with Concord, the land has been allocated as security for future borrowings (see Note 35). 

Finance costs 

Interest expense on long-tenn obligations, including the Company's share of interest on long-term obligations of its real estate 
joint arrangements, finance lease obligations, amortization of transaction costs and commitment fees on the unused portion of the 
Amended Credit Facility for Fiscal2014 totaled $7.3 million (2013: $11.0 million). Interest expense is included in "Finance costs" 
in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. Also included in "Finance costs" for 
Fiscal2014, was a recovery of$6.5 million (2013: recovery of$0.2 million) for interest on accruals for uncertain tax positions 
and an expense $0.2 million (2013: nil), for interest on the settlement of a sales tax assessment. 

The Company's cash payments for interest on long-tenn obligations, including the Company's share of interest on long-tenn 
obligations of its real estate joint arrangements, finance lease obligations and commitment fees on the unused portion of the Credit 
Facility for Fiscal 2014 totaled $5.5 million (2013: $8.7 million). 

18. Other long-term liabilities 

The components of other long-term liabilities were as follows: 

(in CAD millions) 

Leasehold inducements 

Straight-line rent liability 

Miscellaneous 

Total other long-tenn liabilities 

$ 

$ 

As at 
Janua•-y 31,2015 

50.9 $ 

5.0 

7.9 

63.8 $ 

As at 
Febmary L 2014 

57.0 

3.6 

2.6 

63.2 

The non-current p011ion of the warranties provision (see Note 16) is reflected in the miscellaneous component of "Other long
ternl liabilities" in the Consolidated Statements of Financial Position. 

19. Leasing arrangements 

19.1 Finance lease arrangements- Company as lessee 

As at January 31, 2015, the Company had finance lease arrangements related to the building and equipment components of certain 
leased prope11ies, which include retail, office and warehouse locations. The related land components of these prope11ies have been 
separately classified as operating leases. The buildings and equipment held under finance leases are used in the nonnal course of 
operations and do not contain significant unusual or contingent lease terms or restrictions. Building leases typically run for a period 
of I to I 0 years, with sqme leases providing multiple options to renew after that date. Equipment leases typically run for a period 
of I to 5 years, with some leases providing an option to renew after that date. 

Finance lease buildings and equipment are included in the Consolidated Statements of Financial Position under "Property, plant 
and equipment." Note 9 provides further details on the net carrying value of these assets, which as at January 31, 2015 was $7.9 
million (February I, 2014: $29.5 million). 

As at January 31, 2015, the corresponding finance lease obligations, current and non-current, were $4.0 million (February I, 2014: 
$5.0 million) and $24.1 million (February I, 2014: $28.0 million), included in the Consolidated Statements of Financial Position 
under "Current portion of long-tenn obligations" and "Long-tenn obligations," respectively (see Note 17). 
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The table below presents the future minimum lease payments of the Company's finance lease obligations: 

As at As at 
January 31, 2015 February 1, 2014 

Finance Future Present value of Finance Future Present value of 
lease finance minimum lease lease finance minimum lease 

(in CAD millions) payments costs payments payments costs payments 

Within 1 year $ 5.8 $ 1.9 $ 3.9 $ 7.2 $ 2.2 $ 5.0 

2 years 5.6 1.7 3.9 5.8 1.9 3.9 

3 years 5.0 1.4 3.6 5.5 1.7 3.8 

4 years 5.0 1.1 3.9 5.0 1.4 3.6 

5 years 4.9 0.8 4.1 5.0 1.1 3.9 

Thereafter 9.7 1.0 8.7 14.5 1.8 12.7 

Total minimum payments $ 36.0 $ 7.9 $ 28.1 $ 43.0 $ 10.1 $ 32.9 

Interest on finance lease obligations is recognized immediately in "Finance costs" in the Consolidated Statements ofNet (Loss) 
Eamings and Comprehensive (Loss) Income (see Note 17). Included in total "Finance costs" in Fiscal 2014, was $2.2 million 
(2013: $2.5 million) of interest paid related to finance lease obligations. 

19.2 Operating lease arrangements- Company as lessor 

The Company has a number of agreements to sub-lease premises to third pmties, which are all classified as operating leases. During 
Fiscal2014, total sub-lease income from leased premises was $2.7 million (2013: $3.0 million). 

As at January 31, 2015, total future minimum lease payments receivable from third paity tenants were $14.7 million (20 13: $10.0 
million). 

19.3 Operating lease arrangements- Company as lessee 

As at January 31, 2015, the Company had operating lease arrangements related to leased retail and office properties as well as 
equipment assets. The leases typically run for a period of 1 to 10 years, with some leases providing an option to renew after that 
date. Some leases include additional or contingent rent payments that are based on sales and step rent payments which are recognized 
on a straight-line basis over the term of the lease. During Fiscal 2014, contingent rent recognized as an expense in respect of 
operating leases totaled $1.0 million (2013: $1.1 million). Rental expense for all operating leases totaled $109.7 million in Fiscal 
2014 (2013: $115.6 million). These expenses are included in "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 

The table below presents the contractual maturities of future minimum lease payments for the Company's operating leases: 

(in CAD millions) 

Within 1 year 

2 years 

3 years 

4 years 

5 years 

Thereafter 

Total operating lease obligations 1 

$ 

$ 

As at 
January 31,2015 

93.8 

77.6 

67.9 

54.4 

40.2 

94.9 

428.8 

Operating lease ohligations art! not rr!portr!d in the ( 'onsolidated ,)'tatr!liU!nls qfFinancia/ Position 
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As at 
February 1. 2014 

$ 94.8 

82.5 

68.9 

61.1 

48.8 

125.6 

$ 481.7 
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20. Retirement benefit plans 

The Company currently maintains a defined benefit registered pension plan and a defined contribution registered pension plan 
which covers eligible, regular full-time employees as well as some of its part-time employees. The defined benefit plan provides 
pensions based on length of service and final average earnings. In addition to a registered retirement savings plan, the pension 
plan includes a non-registered supplemental savings arrangement in respect to the defined benefit plan. The non-registered portion 
of the plan is maintained to enable certain employees to continue saving forretirement in addition to the registered limit as prescribed 
by the Canada Revenue Agency. The Company also maintains a defined benefit non-pension retirement plan which provides life 
insurance, medical and dental benefits to eligible retired employees through a health and welfare trust ("Other Benefits Plan"). 
Also provided for under the health and welfare trust are short-term disability payments for active employees. The Company's 
accounting policies related to retirement benefit plans are described in Note 2.15. 

In July 2008, the Company amended its pension plan and introduced a defined contribution component. The defined benefit 
component continues to accrue benefits related to future compensation increases although no further service credit is earned. In 
addition, the Company no longer provides medical, dental and life insurance benefits at retirement for employees who had not 
achieved the eligibility criteria for these non-pension retirement benefits as at December 31, 2008. 

In December 2009, the Company made the decision to change funding for non-pension retirement benefits from an actuarial basis 
to a pay-as-you-go basis to allow the surplus in the health and welfare trust to be utilized to make benefit payments. In addition, 
to further utilize the surplus, short-term disability payments of eligible employees are paid on a pay-as-you-go basis from the 
health and welfare trust. Beginning in February 2015, the Company will now be funding the Other Benefits Plan payments as well 
as short-term disability payments of active employees since the surplus in the health and welfare trust has been depleted. 

In December 2013, the Company amended the early retirement provision of its defined benefit plan to eliminate a benefit for 
employees who voluntarily resign prior to age of retirement, with effect January I, 2015. In addition, the Company amended the 
defined benefit plan for improvements that increase portability of employee benefits, with effect March I, 2014, and implemented 
fixed indexing at 0.5% per annum for eligible retirees, with effect January I, 2014. In December 2013, the Company froze the 
benefits offered under the Other Benefits Plan to benefits levels as at January I, 2015. In the fourth quarter of20 13, the Company 
recorded a pre-tax gain on amendments to retirement benefits of$42.5 million ($42.8 million net of$0.3 million of expenses) as 
shown in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income. 

During Fiscal 2014, the Company's defined benefit plan offered lump sum settlements to those tenninated employees who 
previously elected to defer the payment of the defined benefit pension until retirement. The accepted offers of $23.6 million were 
settled by the end of October 20 14. In addition, the Company made a voluntary offer to settle medical and dental benefits of eligible 
members covered under the Other Benefits Plan. The Company incurred expenses of $0.8 million related to these offers, during 
2014 and these expenses were included in "Selling, administrative and other expenses" in the Consolidated Statements of Net 
(Loss) Earnings and Comprehensive (Loss) Income. In 20 I 4, the Company paid $13.8 million to settle acceptances from the Other 
Benefits Plan offer and recorded a pre-tax gain on settlement of retirement benefits of$1 0.6 million ($11.4 million settlement gain 
less fees of $0.8 million) as shown in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income, 
related to these offers. Included in the "Total pre-tax remeasurement (losses) gains" of$131.9 million in Note 20.7, is a$2.7 million 
pre-tax remeasurement gain related to these offers. 

In February 2015 the Company will make another voluntary offer to settle medical and dental benefits of eligible members covered 
under the Other Benefits Plan. The Company expects to settle any ac~eptances under !his voluntary offer in Q I 2015. 

Risks associated with retirement benefit plans 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New regulations 
and market driven changes may result in changes in the discount rates and other variables which would result in the Company 
being required to make contributions in the future that differ significantly from the estimates. Management is required to use 
assumptions to account for the plans in conformity with I FRS. However, actual future experience will differ from these assumptions 
giving rise to actuarial gains or losses. In any year, actual experience differing from the assumptions may be material. 

Plan assets consist primarily of cash, alternative investments and marketable equity and fixed income securities. The value of the 
marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and annual pension 
expense are determined by independent actuaries and through the use of a number of assumptions. Although the Company believes 
that the assumptions used in the actuarial valuation process are reasonable, there remains a degree of risk and uncertainty which 
may cause results to differ from expectations. Significant assumptions in measuring the benefit obligations and pension plan costs 
include the discount rate and the rate of compensation increase. 

Plan amendments, curtailments and settlements 

In Fiscal 2012, the Company amended the non-registered supplemental savings arrangement in respect to the defined benefit plan 
to allow the use of letters of credit to satisfY the funding requirement of its deficit. At January 31, 2015 a letter of credit with a 
notional value of$1.3 million was on deposit with the Trustee for the non-registered portion of the defined benefit plan (February I, 
2014: notional value of$4.2 million). 
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In January 2013, the Company announced thetennination of700 employees. This event did notrequiretherecordingofacurtailment 
as its impact on the pension plan was not significant. 

During Fiscal 2013, the Company announced a series of restructurings that resulted in the te1mination of approximately I ,600 
employees who were members of the defined benefit plan. This resulted in a curtailment charge of $4.8 million to the pension 
plan, which was included in "Selling, administrative and other expenses" in the Consolidated Statements of Net (Loss) Earnings 
and Comprehensive (Loss) Income. 

Maturity profile of retirement benefit plan obligations 

The weighted average durations of the Registered Retirement Plans, Non-registered Pension Plan and Other Benefit Plan are all 
approximately 11.5 years (2013: approximately I 0.6 years). 

The Company's contractual cash flow maturity relating to retirement benefit plan obligation payments is included under "Liquidity 
risk" in Note 14. 

20.1 Retirement benefit asset and liability 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at January 31. 
The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 2013, which was completed 
on June 30,2014. An actuarial valuation of the health and welfare trust is perfonned at least every three years, with the last valuation 
completed as ofJanuary 31,2014. 

2014 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan 

Defined benefit plan assets 

Fair value, beginning balance $ 1,313.0 $ 50.2 $ 22.0 $1,385.2 $ 1,219.1 $ 49.5 $ 44.5 
Interest income 53.4 2.0 0.5 55.9 49.9 2.0 1.4 
Remeasurement gain (loss) on return 

65.8 1.6 (0.1) 67.3 115.9 1.0 (0.7) on plan assets 

Employer contributions 1.7 1.0 14.2 16.9 42.8 1.4 0.6 
Administrative expenses (0.6) (0.6) (0.7) (0.1) 
Benefits paid 1 (215.5) (4.0) (34.7) (254.2) (114.0) (3.6) (23.8) 

Fair value of plan assets, ending balance $ 1,217.8 $ 50.8 $ 1.9 $1,270.5 $ 1,313.0 $ 50.2 $ 22.0 
Defined benefit plan obligations 

Accrued obligations. beginning balance $ 1,380.2 $ 50.3 $ 240.7 $1,671.2 $ 1,384.1 $ 50.4 $ 294.3 
Total current service cost 0.9 
Interest cost 56.3 2.0 8.9 67.2 56.2 2.0 12.0 
Benefits paid (215.5) (4.0) (28.7) (248.2) (ll4.0) (3.6) (15.6) 
Curtailment loss 4.2 
Plan amendment (gain) loss (U.4) (11.4) 1.0 (43.8) 
Special termination benefits loss 0.6 
Actuarial losses (gain) 170.7 6.8 21.6 199.1 47.2 1.5 (6.2) 

Accrued plan obligations, ending balance $ 1,391.7 $ 55.1 $ 231.1 $1,677.9 $ 1,380.2 $ 50.3 $ 240.7 
Funded status of plan- (deficit) (173.9) (4.3) (229.2) (407.4) (67.2) (0.1) (218.7) 
Retirement benefit liability at end of fiscal 

$ (173.9) year, net $ (4.3) $ (229.2) $ (407.4) $ (67.2) $ (0.1) $ (218.7) 

The retirement benefit liability is included in the Company's Consolidated Statements of financial Position as follows: 

Retirement benetit liability $ (173.9) $ (4.3) $ (229.2) $ (407.4) $ (67.2) $ (0.1) $ (218.7) 

Benefits paid.fiY>mthefwuled assl!ts include retiree henefits and short-term clisahi/i(l' c?f actin! employees. Other benefits consist c?fretirt!l! health and dental 
claim.'i. 
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2013 

Total 

$1,313.1 

53.3 

116.2 

44.8 

(0.8) 

(141.4) 

$1,385.2 

$1,728.8 

0.9 

70.2 

(133.2) 

4.2 

(42.8) 

0.6 

42.5 

$1,671.2 

(286.0) 

$ (286.0) 

$ (286.0) 
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20.2 Fair value ofp/an assets 

The fair value of plan assets disaggregated by asset class and fair value hierarchy level as at January 31, 2015 and February I, 
2014 was as follows: 

(in C-W milliom) 

Cash and ca.>h equiraieJJts 

Levell 
Subtotal 

Corporate bonds ar1d notes 

Level 2 
Level 3 

Subtotal 

Common stock preferred stock and RFJTS 

Level l 

Subtotal 

Common or colleclive /rusts 

Le,·el 2 

Subtotal 

Shorl-tenu co/lee tire imestment.flmds 

Level 2 

Subtotal 

Hedgefimd> 

Level 3 
Subtotul 

Receimbles (/iahilities! 

Level I 

Level~ 

Subtotal 

Mi.l·ccllcmeous otlrer (liabilities) receirable.1· 

Level.?. 

Subtotal 

l"o!ul Jbir vul ue of plan ussets 

Registered 
Retirement 

Plans 

$ 30.5 s 
30.5 

545.7 

155.5 

701.2 

204.2 

204.2 

185.2 

185.2 

129.6 

129.6 

1.3 

1.3 

3.1 

(38.0 
(35.Q) 

0.8 

0.8 

s 1.217.8 s 

Non
Registered 

Pension 
Plan 

23.5 s 
23.5 

27.0 

27.0 

0.3 

0.3 

As at 
January 31, 201!' 

Other 
Benefits 

Plan Total 

Registered 
Retirement 

Plans 

Non
Registered 

Pension 
Plan 

As at 
february I. 20 14 

Other 
Benefits 

Plan Total 

$ 54.0 $ 

54.0 

34.6 $ 

34.6 

2-U $ 

~4.3 

$ 58 9 

5& 9 

1.2 

1.2 

0.7 

0.7 

545.7 

156.7 

702.4 

204.2 

204.2 

212.2 

212.2 

130.6 

130.6 

1.3 

1.3 

3.1 

(38.1) 

(35.0) 

619.3 

122.2 

741.5 

1720 

172.0 

268.2 

~68.2 

117.6 

I! 7.6 

2.7 

2.7 

( 18) 

(215) 

(243) 

0.8 0.7 

0.8 0.7 

25.4 

25.4 

0.4 

0.4 

4.7 

1.0 

5.7 

J.J 

J.J 

0.1 

0.1 

6240 

123 2 

747.2 

172.0 

J72.0 

293.6 

293.6 

119.1 

119.1 

2.7 

2.7 

(1.7) 

(12.5) 

(24.2) 

0.1 15.1 15.9 

0.1 15.1 15.9 

50.8 $ 1.9 s 1,270.5 $ 1,313.0 $ 50.2 $ 11.0 $ ].385.2 

The three levels of the fair value hierarchy referenced above are discussed in Note 14.6. 

10.3 Plan assets investment allocation 

During Fiscal2014, the Company changed the target asset allocation to 55-80% fixed income and 20-45% equity foi·the defined 
benefit registered pension plan. For the assets in the health and welfare trust, included in Other Benefit Plans, the asset allocation 
is l 00% fixed income. As at the end of Fiscal 2014 and 2013, the assets were in line with the target allocation range. The asset 
allocation may be changed from time to time in terms of weighting between fixed income, equity and other asset classes as well 
as within the asset classes themselves .. 

The plan's target allocation is detem1ined taking into consideration the amounts and timing of projected liabilities, the Company's 
funding policies and expected returns on various asset classes. To develop the expected long-term rate of return on assets assumption, 
the Company considered the historical returns and the future expectations for returns for each asset class, as well as the target asset 
allocation ofthe pension portfolio. 
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At as the end of the current and prior fiscal years, plan assets were invested in the following classes of securities: 

Registe r·ed 
Retirement 

Plans 

Fixed income securities 73.0% 

Alternative investments 0.1% 

Equity securities 26.9% 

Total 100.0% 

20 . ./ Pension assumplions 

As at 
January 31,2015 

:\'on-
Registered Other 

Pension Benefits 
Plan Phm 

64.4% 100.0% 

-% _o/o 

35.6% _o;., 

100.0% 100.0% 

Registered 
J{etirement 

Plans 

73.3%. 

0.2% 

26.5% 

100.0% 

As at 
February !. 20 14 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

62.9% 100.0% 

-% -% 

37.\~'o -% 
100.0% 100.0% 

The significant actuarial assumptions were as follows (weighted average assumptions): 

As at As at 
JNnuary 31, 2015 February I. 20 14 

Discount rate used in calculation of 
Accrued benelll plan (lbligations 

Benefit plans expense 

Rate (lf CO!Tipensation increase used in calculation (l[ 
Accrued benefit plan obligations 

Benellt plans expense 

F.xpcctcd long-tcnn rate of r~turn on plan assets used in 
calculation of bene !It plans expense 

Health care cost trend rates 

Used in c<tkul~tion ofal-cnted bend]t plan 
obligations 

Used in calculation of benefit plans e\pense 

Cost trend rate dec lines to 

Year that the rate reaches assumed constant 

Non-
Registered Registered 

Retirement Pension 
Plans Plan 

3.30% 3.30% 

3.30% 3.30% 

3.50% 3.50% 

3.50% 3.50% 

3.30% 3.30% 

9\ 

'<on-
Other Registered Registered Other 

Benefits Ret1rement Pension Benet!ts 
PINn Plans Plan Plun 

3.20% 4.20~a 4.20~/o 4.20% 

4.20% 4.20% 4.20% 4.20% 

3.50% 3.50% 3.50% 3.50% 

3.50% 3.50% 3.50% 3.500,(, 

3.20% 4.20%, 4.20~o 4.20% 

4.77% 4.92%. 

4.92% 6.14% 

2.45% 2.45% 

2030 2030 
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453 
20.5 Sensitivity of significant actuarial assumptions 

The following table summarizes the sensitivity of significant actuarial assumptions on the Company's defined benefit obligation: 

2014 2013 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Plans Plan Plan 

Discount rate sensitivity 

Accrued benefit plan obligations 

I 00 basis point increase in discount rate $ (170.9) $ (5.6) $ (23.1) $ (144.8) $ (4.8) $ (22.2) 
I 00 basis point decrease in discount rate 211.8 6.8 27.6 177.1 5.8 26.4 

Benefit plans expense 

I 00 basis point increase in discount rate (6.9) (0.2) 1.6 (6.5) (0.2) (1.1) 

I 00 basis point decrease in discount rate 5.0 0.2 (2.1) 4.6 0.2 1.3 
Rate of compensation increase sensitivity 

Accrued benefit plan obligations 

50 basis point increase in rate of 
10.8 0.4 n/a 8.8 0.4 n/a compensation increase 

50 basis point decrease in rate of 
(9.5) (0.3) n/a (9.7) (0.4) n/a compensation increase 

Benetlt plans expense 

50 basis point increase in rate of 
0.4 n/a 0.4 n/a compensation increase 

50 basis point decrease in rate of 
(0.4) n/a (0.4) n/a compensation increase 

Health care cost trend rate sensitivity 

Accrued benefit plan obligations 

I 00 basis point increase in health care trend 
n/a n/a 20.2 n/a n/a 18.9 rate 

I 00 basis point decrease in health care trend 
n/a n/a (17.3) n/a n/a (16.3) rate 

Benefit plans expense 

I 00 basis point increase in health care trend 
n/a n/a 0.8 n/a n/a 1.3 rate 

I 00 basis point decrease in health care trend 
n/a n/a (0.7) n/a n/a ( 1.1) rate 

The methods and assumptions used in determining the above sensitivity are consistent with the methods and assumptions used 
to determine the pension plan obligations and with the methods and assumptions used in Fiscal 2013. 
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20.6 Retirement benefit plans expense and contributions 

The expense for the defined benefit, defined contribution and other benefit plans for Fiscal 2014 and Fiscal 2013, was as follows: 

2014 2013 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Current service cost, net of 
employee contributions $ $ $ $ $ 0.9 $ $ $ 0.9 
Net interest 2.9 8.4 11.3 6.3 10.6 16.9 
Curtailment loss 4.2 4.2 
Plan amendment loss (gain) 1.0 (43.8) (42.8) 
Settlement gain (11.4) (11.4) 
Special termination benefits loss 0.6 0.6 
Administrative expenses 0.9 0.9 0.7 0.1 0.8 
Net defined benefit plans 

$ 3.8 $ $ (3.0) $ 0.8 $ 13.7 $ 0.1 $ (33.2) $ (19.4) expense (income) 

Net defined contribution plan 
6.6 0.2 6.8 8.4 0.2 8.6 expe11se 

Total retirement benefit plans 
expense (income) 1 $ 10.4 $ $ (2.8) $ 7.6 $ 22.1 $ 0.1 $ (33.0) $ ( 1 0.8) 

Not included in total expense recogni:::ed are shorl-term disahili(v payments l?(55.9 million (20/ 3: SX.2 million) that were paid.fi·om the health and lre(/(m.! trust. Both 
short-term disahili(~· and the retirement heneflt plans expense (income) are included in ",\'el/ing. administrath·e and other expenses", unless disclosed elsewhere. in the 
( 'ompm~v 's ( 'onsnlidated ,\'tmements qfNet (Los.\~ Horning.\· and ( :omprehen.\·ire (l.ns.\) Income. 

Total cash contributions made by the Company to its defined benefit, defined contribution and other benefit plans, including 
payments to settle health and dental benefits of eligible members covered under the non-pension retirement plan, for the fiscal 
year ended January 31, 2015 were $24.2 million (20 13: $53.5 million). During the 52-week period ending January 30, 2016, it is 
estimated that the Company will make contributions of approximately $43.4 million to its defined benefit, defined contribution 
and Other Benefits plans, which include funding obligations as described in Note 14.2. 

20. 7 Remeasurements of the net defined retirement benefit liability 

2014 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan 

Actuarial gain (loss) on 
difference between expected 
interest income and actual return 
on plan assets $ 65.7 $ 1.6 $ 0.1 $ 67.4 $ 115.9 $ 1.0 $ (0.7) $ 
Actuarial (loss) gain due to 

(23.6) change in demographic (0.7) 1.2 (23.1) (35.3) ( 1.3) 6.2 
Actuarial loss due to change in 

(155.6) (5.1) (22.9) (183.6) finanCial assumptions 

Actuarial gain (loss) due to all 
8.3 (0.9) other experiences 7.4 ( 11.9) (0.2) 

Total prectax remeasurement 
$ (105.2) $ (5.1) $ (21.6) $ (131.9) $ 68.7 $ (0.5) $ 5.5 $ (loss) gain 

Tax on remeasurement gain and 
write dow11 of deferred income 
tax asset associated with 
previously recorded 

(33.4) remeasurement losses 

Total remeasurement (loss) gain, 
net of income taxes 1 $ (165.3) $ 

Total remf!asuremelll (/nss) gain, nell?!' income taxes. is included in ··total other comprehensh·e (foss) im .. ·ome ··in the ( 'ompw~l·'s ('onsolidated .'•ltatements q.fNef 
(Lnss) Harnings and ( 'omprehen\·ire ( l .. o.\',\~ Income. 

2013 

Total 

116.2 

(30.4) 

( 12.1) 

73.7 

(19.4) 

54.3 

The actuarial losses associated with changes in financial assumptions are due to changes in the discount rate as at January 31, 2015 
for the Registered Retirement Plans (20 13: no changes), Non-registered Pension Plan (2013: no changes), and Other Benefits Plan 
(2013: no changes). 
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21. Contingent liabilities 

21.1 Legal Proceedings 

The Company is involved in various legal proceedings incidental to the normal course ofbusiness. The Company takes into account 
all available information, including guidance from experts (such as internal and external legal counsel) at the time of reporting to 
determine if it is probable that a present obligation (legal or constructive) exists, if it is probable that an outflow of resources 
embodying economic benefit will be required to settle such obligation and whether the Company can reliably measure such 
obligation at the end of the reporting period. The Company is of the view that, although the outcome of such legal proceedings 
cannot be predicted with certainty, the final disposition is not expected to have a material adverse effect on the consolidated financial 
statements, including its Consolidated Statements of Financial Position, Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income, and Consolidated Statements of Cash Flows. 

21.2 Commitments and guarantees 

Commitments 

As at January 31, 2015, cash and cash equivalents that were restricted represent cash pledged as collateral for letter of credit 
obligations issued under the Company's offshore merchandise purchasing program of $19.1 million (February 1, 2014: $11.1 
million), which is the Canadian equivalent of U.S. $15.0 million (February I, 2014: U.S. $10.0 million). 

The Company has certain vendors which require minimum purchase commitment levels over the term of the contract. Refer to 
Note 14.2 "Liquidity risk". 

Guarantees 

The Company has provided the following significant guarantees to third parties: 

Royalty License Agreements 

The Company pays royalties under various merchandise license agreements, which are generally based on the sale of products. 
Certain license agreements require a minimum guaranteed payment of royalties over the term of the contract, regardless of sales. 
Total future minimum royalty payments under such agreements were $3.4 million as at January 31, 2015 (February I, 2014: $3.5 
million). 

Other Indemnification Agreements 

In the ordinary course of business, the Company has provided indemnification commitments to counterparties in transactions such 
as leasing transactions, royalty agreements, service arrangements, investment banking agreements and director and officer 
indemnification agreements. The Company has also provided certain indemnification agreements in connection with the sale of 
the credit and financial services operations in November 2005, which expire in November 2015. The foregoing indemnification 
agreements require the Company to compensate the counterparties for costs incurred as a result of changes in laws and regulations, 
or as a result of litigation or statutory claims, or statutory sanctions that may be suffered by a counterparty as a consequence of 
the transaction. The terms of these indemnification agreements will vary based on the contract and typically do not provide for 
any limit on the maximum potential liability. Historically, the Company has not made any significant payments under such 
indemnifications and no amounts have been accrued in the consolidated financial statements with respect to these indemnification 
commitments. 
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22. Income taxes 

The average combined federal and provincial statutory income tax rate applied to the Company was 26.5% for Fiscal2014 (20 13: 
26.5%). A reconciliation of income taxes at the average statutory tax to actual income tax expense for Fiscal 2014 and Fiscal20 13 
is as follows: 

(tn CID millions) 

(Loss) earnings before income taxes 

Income tax (recovery) expense at the average statutory tax rate 

(Decrt:ast:) increase in income taxes resulting from 

Non-taxable p01tion of capital gain 

Non-deductible items 

Prior year adjustments 

Write down of deferred taxes assets. net 

Others 

Effective tax rate before the following adjustments 

Changes in tax rates or imposition of new taxes 

Total income tax (recove1y) expense 

Effective tax rate 

$ 

$ 

$ 

2014 2013 

(360.0) $ 490.0 

(95.4) $ 129.6 

(5.2) (77.0) 

0.5 0.4 

(8.4) (0.3) 

88.6 

(0.2) 0.6 

(20.1) 53.3 

5.6% 10.9% 

(1.1) (9.8) 

(21.2) $ 43.5 

5.9% 8.9% 

The Company's total net cash refunds or payments of income taxes for the current year was a net payment of$71.0 million (20 13: 
net payment of£32.9 million). 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions art: appropriate and supportable, pt:riodically, cetiain matters are challenged by tax authorities. In Fiscal 
2013, the Company received federal and consequential provincial re-assessmt:nts to previous tax filings which the Company 
disputed. For these disputed amounts, the Company placed a deposit of $28.0 million in Fiscal 2013, of which £20.2 million was 
included in "Other long-term assets" and $7.8 million was included in "'Income taxes payable" in the Consolidated Statements of 
Financial Position as at February 1, 2014. During Fiscal20 14, the Company reached a settlement with tht: taxation authorities for 
issues affecting the taxation years 2006 and 2007, and reversed the tax and charges previously accrued for as uncertain tax positions 
as described in the table below, and included in the Consolidated Statements ofNet (Loss) Earnings and Comprehensive (Loss) 
Income: 

(in CAD m;//iol1~) 

Finance cost recovery 1 

Income tax recovety (expense): 

Current 

Deferred 

Total bendits on uncertain tax positions 

$ 

$ 

l<r:lu!e~· 10 iul<!l\'\•' uwttd 011 ,·a.Yh held on occmml H"ith faYalim7 mrlluwities. 

21)14 2013 

6.5 $ 0.2 

21.5 0.6 

(14.3) (0.2) 

13.7 $ 0.6 

The Company routinely evaluates and provides for potentially unfavorable outcomes with respect to any tax audits, and believes 
that the final disposition of tax audits will not have a mataial adverse effect on its liquidity. 

The expected cash recoverable from the settlement is $52.5 million which is included in "Income taxes recoverable". Also included 
in "Income taxes recoverable" is S61.7 million related to the utilization of loss carrybacks generated by the Company in 2014. The 
Company has not recognized the benefit of approximately $39.1 million of loss carryfonvards on its consolidated financial 
statements, which would bt: used to reduce taxable income generated in future years. These loss carryfonvards expire in 20 years. 
Included in "Otht:r long-term assets" in the Consolidated Statements of financial Position, as at January 31, 2015, were receivables 
of$6.4million (February I, 2014: $32.5 million) related to payments made by the Company forremainingdisputed tax assessments. 

95 

456 



The tax effects of the significant components of temporary timing differences giving rise to the Company's net deferred tax assets 
were as follows: 

As at As at 
(in CAD millions) Febmary 1, 2014 Recognized in loss Recognized in equity January 31, 2015 

Deferred revenue $ 0.8 $ (0.3) $ $ 0.5 

Other long term liabilities 24.6 (2.8) 21.8 

Derivative financial assets (2.2) (0.3) (2.5) 

Property, plant and equipment ( 43.9) 36.0 (7.9) 

Investment property (28.7) 0.7 (28.0) 

Goodwiii and intangible assets 1.4 (0.3) 1.1 

Retirement benefit obligations 76.0 (2.8) 73.2 

Provisions 56.5 (6.9) 49.6 

Non-capital losses I 0.4 10.4 

Other 1.1 1.1 

Write down of deferred tax assets (88.6) (33.4) (122.0) 

Total deferred tax assets (liabilities), net $ 84.5 $ (53.5) $ (33.7) $ (2.7) 

As at Recognized in As at 
(in CAD millions) Febmary 2, 2013 eamings Recognized in equity February 1, 2014 

Deferred revenue $ 1.0 $ (0.2) $ $ 0.8 

Other long term liabilities 26.9 (2.3) 24.6 

Derivative financial assets (2.2) (2.2) 

Property, plant and equipment (74.6) 30.7 (43.9) 

Investment property (37.3) 8.6 (28.7) 

Goodwiii and intangible assets 0.5 0.9 1.4 

Retirement benefit obligations 109.9 (14.7) (19.2) 76.0 

Provisions 53.0 3.5 56.5 

Other (1.6) 1.6 

Total deferred tax assets, net $ 77.8 $ 28.1 $ (21.4)$ 84.5 

As at As at 
(in CAD millions) January 31,2015 February 1, 2014 

Deferred tax assets $ 0.7 $ 88.7 

Deferred tax'Jiabilities (3.4) (4.2) 

Total deferred tax assets (liabilities), net $ (2.7) $ 84.5 

During Fiscal 2014, the Company determined that a write down of the deferred tax assets was required and no further recognition 
of deferred tax assets should be recorded, as it was no longer probable that sufficient taxable income would be available to allow 
part of the assets to be recovered. In assessing the need for the write down of the deferred tax assets, the Company considered that 
recent and anticipated profitability were lower than previously planned. The Company also considered the impact on the timing 
of the implementation of strategic initiatives to improve profitability due to recent senior management changes. 

During Fiscal 2014, the Company recognized a write down of the deferred tax assets for $122.0 million (20 13: nil). $88.6 million 
of this charge was included in "Deferred income tax recovery (expense)", and as a portion of the deferred tax assets originated 
through equity, $33.4 miiiion of this charge was included in OCI in the Consolidated Statements of Net (Loss) Earnings and 
Comprehensive (Loss) Income in accordance with lAS I 2, Income Taxes. In addition, a further deferred tax asset of$35.0 million 
related to the retirement benefit obligations remeasurement at the end of Fiscal 2014, was not recorded. This accounting treatment 
has no effect on the Company's ability to utilize deferred tax assets to reduce future cash tax payments. The Company will continue 
to assess the likelihood that the defeiTed tax assets will be realizable at the end of each reporting period and adjust the carrying 
amount accordingly, by considering factors such as the reversal of deferred income tax liabilities, projected future taxable income, 
tax planning strategies and changes in tax laws. The aggregate amount of deductible temporary differences for which no deferred 
tax asset is recognized as at January 31, 2015, is approximately $551.5 miiiion. 
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23. Segmented information 

In order to identify the Company's reportable segments, the Company uses the process outlined in !FRS 8, Operating Segments 
which includes the identification of the Chief Operating Decision Maker, the identification of operating segments, which has been 
done based on Company formats, and the aggregation of operating segments. The Company has aggregated its operating segments 
into two reportable segments: Merchandising and Real Estate Joint Arrangements. The Merchandising segment includes revenue 
from the sale of merchandise and related services to customers. The Real Estate Joint Arrangement segment includes income from 
the Company's joint arrangement interests in shopping centres across Canada, all ofwhich contain a Sears store. 

23.1 Segmented statements of (loss) earnings 

(in CAD millions) 

Total revenue 

Merchandising $ 

Real Estate Joint Arrangements 

Total revenues $ 

Segmented operating (loss) income 

Merchandising $ 

Real Estate Joint Arrangements 

Total segmented operating loss $ 

Finance costs 

Merchandising $ 

Real Estate Joint Arrangements 

Total finance costs $ 

Interest income 

Merchandising $ 

Real Estate Joint Arrangements 

Total interest income $ 

Gain on lease tenninations and lease amendments 

Merchandising $ 

R~al Estate Jpint Arrangements 

Total gain on lease terminations and lease amendments $ 

Gain on sale of interest in joint arrangements 

Merchandising $ 

Real Estate Joint Arrangements 

Total gain on sale of interest in joint arrangements $ 

Gain on settlement and amendment of retirement benefits 

Merchandising $ 

Real Estate Joint Arrangements 

Total gain on settlement and amendment of retirement benefits $ 

Income tax recovery (expense) 

Merchandising $ 

Real Estate Joint Arrangements 

Total income tax recovery (expense) $ 

Net (loss) earnings $ 

97 

2014 

3,420.5 $ 

4.0 

3,424.5 $ 

(407.9) $ 

0.6 

(407.3) $ 

1.0 $ 

1.0 $ 

2.6 $ 

2.6 $ 

$ 

$ 

$ 

35.1 

35.1 $ 

10.6 $ 

10.6 $ 

28.5 $ 

(7.3) 

21.2 $ 

(338.8) $ 

2013 

3,945.8 

46.0 

3,991.8 

(205.1) 

17.3 

(187.8) 

9.3 

1.5 

10.8 

2.5 

0.1 

2.6 

577.2 

577.2 

66.3 

66.3 

42.5 

42.5 

(40.1) 

(3.4) 

(43.5) 

446.5 
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23.2 Segmented statements of total assets 

(in CAD millions) 

Merchandising 

Real Estate Joint Arrangements 

Total assets 

23.3 Segmented statements of total liabilities 

(in CAD millions) 

Merchandising 

Real Estate Joint Arrangements 

Total liabilities 

24. Capital stock and shaTe based compensation 

Capital stock 

$ 

$ 

$ 

$ 

As at As at 
January 31,2015 February 1, 2014 

1,773.9 $ 2,354.2 

0.2 38.1 

1,774.1 $ 2,392.3 

As at As at 
January 31, 2015 February 1, 2014 

1,203.1 $ 1,314.4 

0.2 4.1 

1,203.3 $ 1,318.5 

ESL Investments, Inc., and investment affiliates including Edward S. Lampert, collectively "ESL", fonn the largest shareholder 
of the Company, both directly through ownership in the Company, and indirectly through shareholdings in Sears Holdings 
("Holdings"). Prior to October 16,2014, Holdings was the controlling shareholder of the Company. 

On October 2, 2014, Holdings announced the commencement of a rights offering for 40 million common shares of the Company. 
Each holder of Holdings' common stock received one subscription right for each share of Holdings' common stock held as of the 
close ofbusiness on October 16, 2014, the record date for the rights offering. Each subscription right entitled the holder to purchase 
their pro rata portion of the Company's common shares being sold by Holdings in the rights offering at a price of$1 0.60 per share 
(U.S. $9.50 per share). 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 System for Electronic Document Analysis and Retrieval 
("SEDAR") website at www.sedar.com, and on the U.S. Securities Exchange Commission ("SEC") website at www.sec.gov. 

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 their pro rata portion of the rights 
in full in Fiscal 2014. 

As at January 31,2015, ESL was the beneficial holder of50,438,809 or 49.5%, of the common shares of the Company (February I, 
2014: 28,158,368 or 27.6%). Holdings was the beneficial holder of II ,962,391 or 11.7%, of the common shares of the Company 
as at January 31, 2015 (February I, 2014: 51,962,391 or 51.0%). The issued and outstanding shares are fully paid and have no par 
value. 

The Company has a Ii~ense from Holdings to use the name ''Sears" as pati of its corporate name. The Company relies on its right 
to use the "Sears" name, including as pati of the Company's corporate and commercial name, which the Company considers a 
significant and valuable aspect of its business. The Company's right to use the "Sears" name and certain other brand names was 
granted pursuant to the license agreement amendments, which state in the event Holdings' ownership interest in the Company is 
reduced to less than I 0.0%, the license agreement would remain in effect for a period of five years after such reduction in ownership, 
after which the Company would no longer be permitted to use the "Sears" name and certain other brand names. 

On May 22, 2013, the Toronto Stock Exchange ("TSX") accepted the Company's Notice of Intention to make a Nonnal Course 
Issuer Bid ("20 13 NCIB") and permitted the Company to purchase for cancellation its common shares. Purchases were allowed 
to commence on May 24, 2013 and were to be terminated by May 23, 2014. There were no share purchases made under the 2013 
NCIB. The Company did not renew the Normal Course Issuer Bid subsequent to May 23, 2014. 

During Fiscal 2013, the Company distributed $509.4 million to holders of common shares as an extraordinary cash dividend. 
Payment in the amount of$5.00 per common share was made on December 6, 2013. 

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 I preferred shares, issuable in one or more series. As at January 31, 2015, the total number 
of common shares issued and outstanding of the Company was I 01,877,662 (February I, 2014: I 01,877,662) with stated value of 
$14.9 million (February I, 2014: $14.9 million). 

98 

459 



Share based compensation 

During Fiscal 2014, the Company granted 225,000 RSUs (2013: nil) to an executive under an equity-based compensation plan. 
For equity-settled awards, the fair value of the grant of RSUs is recognized as compensation expense over the period that the 
related service is rendered with a corresponding increase in equity. The total amount expensed is recognized over a three-year 
vesting period on a tranche basis, which is the period over which all of the specified vesting conditions are to be satisfied. At each 
balance sheet date, the estimate of the number of equity interests that are expected to vest is reviewed. The impact of any revision 
to original estimates is recognized in "Selling, administrative and other expenses" in the Consolidated Statements of Net (Loss) 
Eamings and Comprehensive (Loss) Income. 

These RSUs had a grant-date fair value of$1.9 million (2013: nil). The fair value of the grant was determined based on the 
Company's share price at the date of grant, and is entitled to accrue common share dividends equivalent to those declared by the 
Company, which would be settled by a grant of additional RSUs to the executive. 

Compensation expense included in "Selling, administrative and other expenses" for Fiscal 2014 related to RSUs was $0.4 million 
(2013: nil). 

25. Capital disclosures 

The Company's objectives when managing capital are: 
Maintain financial flexibility thus allowing the Company to preserve its ability to meet financial objectives and continue 
as a going concern; 
Provide an appropriate return to shareholders; and 
Maintain a capital structure that allows the Company to obtain financing should the need arise. 

The Company manages and makes adjustments to its capital structure, when necessary, in light of changes in economic conditions, 
the objectives of its shareholders, the cash requirements of the business and the condition of capital markets. In order to maintain 
or adjust the capital structure, the Company may pay a dividend or return capital to shareholders, modify debt levels or sell assets. 

The Company defines capital as follows: 
Long-tem1 obligations, including the current pottion of long-term obligations ("Totallong-term obligations"); and 
Shareholders' equity. 

The following table presents summary quantitative data with respect to the Company's capital resources: 

(in CAD 111illions) 

Total long-term obligations 

Shareholders' equity 

Total 

26. Revenue 

The components of the Company's revenue were as follows: 

(in CAD millions) 

Apparel and Accessories 

Home and Hardlines1 

Other merchandise revenue 

Services and other 

Commission and licensee revenue 

Total revenue 

$ 

$ 

$ 

$ 

As .at· As ut 
Junuuy 31, 2015 Februar)" L 2014 

28.1 $ 35.9 

570.8 1,073.8 

598.9 $ 1.1 09.7 

2014 2013 

1,214.7 $ 1,410.6 

1,600.2 1,873.9 

205.5 227.7 

274.8 342.6 

129.3 137.0 

3,424.5 $ 3,991.8 

( ·t!rlain product lilk'.\'lwre h~..•~..•rJ rr>da.\·s{ll~dfmm 11/e AI'P!'II'ei & A(_'Ct?ssories cafegor:1. 10 the! Home & HmYIIine_, ,·af("gm:r. .1/~o. lite 
:l/t..~j(lr Applff.mCI!.~· core,f:.or~r is 11011' inc/udr.!d in Jill! Holm!~· Hordline.\ cah•;zory. flrforyL'ar ''OIIJI'r.Iralh'<'.fiJ!mvs hare ht•en rf!.,!of{!d fo 
r~!_lh'cf tlu:se clmnKI.!S. Tlre.\'t"fi.~un.•.\· lwrt' no/ h!!/..'17 acttux/ed fo accomttfnr the impact o(8lore clo ~'llr<:'J 
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27. Employee benefits expense 

The components of the Company's employee benefits expense for the current and prior fiscal year were as follows: 

(in CAD millions) 

Wages and salaries 

Paid absences 1 

Benefits 

Provincial healthcare costs 

Flex benefits 

Retirement benefit plans expense 2 

Statutory deductions 3 

Severance 

Other employer paid benefits 

Total benefits expense 

$ 

$ 

Paid absences are expenses related to l'acation, statutO/)' holida)'S and sick da_1w. 

2014 2013 

466.5 $ 585.2 

44.3 55.6 

11.1 13.6 

13.9 15.0 

7.9 (10.8) 

33.8 40.5 

16.2 60.5 

6.6 3.2 

600.3 $ 762.8 

included in Retirement hf!nejit plans e.\]Jensl!.fOr Fiscal 20 I-I u·as an S II./ million gain re!laled to the amendments lo the defined hene.fit 
tT!gislered retirf!ment plan and non-pension retireme/11 heneflt plan (2013: S-12.1-: million gain related to the amendmems to the defined 
hene.fil registf!red retirement plan am/non-pension retiremem hent!_/it plan) . 

• \'tatulol)'' deductions consist t~lthe emplo.rer portion q{paymentfin· thf! Canada Pension Plan and l!'mplo.vmem insurance. 

These expenses are included in "Cost of goods and services sold", "Selling, administrative and other expenses" and "Gain on 
settlement and amendment of retirement benefits" in the Consolidated Statements of Net (Loss) Earnings and Comprehensive 
(Loss) Income. 

28. Gain on lease terminations and lease amendments 

On October 29,2013, the Company announced that it would terminate its leases in respect of four stores and partially tem1inate 
its lease in a fifth location, for a total consideration of$400.0 million. Four of the five stores were owned by The Cadillac Fairview 
Corporation Limited ("Cadillac Fairview") and were located in Ontario: Toronto Eaton Centre, Sherway Gardens, Markville 
Shopping Centre and London-Masonville Place. The fifth store was located at Richmond Shopping Centre in British Columbia 
and was co-owned by Ivanhoe and Cadillac Fairview. As required by the terms of the transaction, the Company vacated Sherway 
Gardens, London-Masonville Place and the retail floors of the Toronto Eaton Centre ("TEC"), by February 28,2014, and vacated 
Markville and Richmond Shopping Centres by February 28,2015. On November 12,2013, the Company received proceeds of 
$400.0 million for these transactions, resulting in a pre-tax gain of $391.5 million, net of legal costs and the de-recognition of 
leasehold improvements and furniture and fixtures of $9.5 million. 

As part of this transaction, the Company vacated the retail floors of the TEC. The Company will continue to use the office floors 
of the TEC as its headquarters under te1ms consistent with the existing lease. In accordance with /AS 17, Leases, the lease on the 
office floors of the TEC was assessed as a finance lease. As of the eJ?d of Fiscal2013, the Company has transferred all risks and 
rewards associated with the vacated retail floors, had no significant continuing involvement related to these floors, and all costs· 
associated with vacating the retail floors had been measured reliably. 

In accordance with /AS 18. Revenue, the Company recognized the entire gain of$391.5 million in Fiscal 2013 in the Consolidated 
Statements ofNet (Loss) Earnings and Comprehensive (Loss) Income. 

On June 14, 2013, the Company announced its intention to enter into a series of transactions related to its leases on two properties: 
Yorkdale Shopping Centre (Toronto) and Square One Shopping Centre (Mississauga). The landlords approached the Company 
with a proposal to enter into a series oflease amendments for a total consideration of$191.0 million, being the amount the landlords 
were willing to pay for the right to require the Company to vacate the two locations. 

On June 24, 2013, the Company received proceeds of$191.0 million upon closing of the transaction which gave the landlords the 
right to require the Company to vacate the two locations by March 31, 2014. The landlords exercised such right on July 25, 2013, 
and the Company vacated the two locations on March 31, 2014. The transaction resulted in a pre-tax gain of $185.7 million, net 
oflegal costs and the de-recognition of leasehold improvements of $5.3 million. 

The Company also granted the owners ofthe Scarborough Town Centre (Toronto) property an option to enter into certain lease 
amendments in exchange for $1.0 million, which was paid on June 24, 2013. The option may be exercised at any time up to and 
including June 20,2018, and would require the Company to complete certain lease amendments in exchange for $53.0 million. 
Such lease amendments would allow the owners to require the Company to close its store. As of January 31,2015, the option had 
not been exercised and was included in "Accounts payable and accrued liabilities" in the Consolidated Statements of Financial 
Position. 
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29. Assets classified as held for sale 

On October 29, 2013, the Company announced the future closure of the Broad Street Logistics Centre located in Regina ("Broad 
Street"). Broad Street, including the adjacent vacant property which is owned by the Company, is being marketed for sale and if 
a buyer is identified that will purchase Broad Street at a price acceptable to the Company, then it will be sold. This process has 
been approved by senior management of the Company, and based on these factors, the Company has concluded that the sale is 
highly probable. The Company will continue to assess the recoverable amount of Broad Street at the end of each reporting period 
and adjust the carrying amount accordingly. To determine the recoverable amount of Broad Street, the Company will consider 
factors such as expected future cash flows using appropriate market rental rates, the estimated costs to sell and an appropriate 
discount rate to calculate the fair value. 

As at January 31,2015 and February 1, 2014, the assets ofBroad Street were separately classified as held for sale on the Company's 
Consolidated Statements of Financial Position. The major classes of assets classified as held for sale were as follows: 

(in CAD millions) 

Property, plant and equipment 

Investment properties 

Assets classified as held for sale 

$ 

$ 

Broad Street 

10.9 

2.4 

13.3 

The carrying value of the property, plant and equipment and investment property of Broad Street was higher than the estimated 
fair value less costs to sell and, as a result, the Company recognized an impairment loss of $16.5 million in Fiscal 2013. This 
amount is included in the $27.7 million ofimpai1ment (reversals) losses in the property, plant and equipment continuity in Note 
9. The Company determined fair value by engaging an independent qualified third party appraiser to conduct an appraisal of the 
land and building properties of Broad Street. The valuation method used to determine fair value was the direct sales comparison 
approach. Impairment losses were included in "Selling, administrative and other expenses" in the Consolidated Statements ofNet 
(Loss) Earnings and Comprehensive (Loss) Income. 

The operations of Broad Street is not presented as discontinued operations on the Consolidated Statements ofNet (Loss) Eamings 
and Comprehensive (Loss) Income as they do not represent a separate geographical area of operations nor a separate major line 
of business. 

30. Related party transactions 

The ultimate controlling party of the Company is ESL Investments, Inc. (incorporated in the U.S. in the state of Florida). The 
Company also had interests in joint anangements, as described in Note 11. 

Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated 
on consolidation and are not disclosed in this note. Details of transactions between the Company and other related parties are 
disclosed below. 

30.1 Trading transactions 

During the cun·ent and prior fiscal year, the Company entered into the following trading transactions with related parties: 

2014 2013 
Purchase Services Purchase Services 

(in CAD millions) of goods received Other Total of goods received Other Total 

Sears Holdings Corporation $ $ 3.6 $ 0.4 $ 4.0 $ $ 4.5 $ 0.4 $ 4.9 
Real estate joint arrangements 1.0 1.0 3.9 3.9 
Total related party transactions $ $ 4.6 $ 0.4 $ 5.0 $ $ 8.4 $ 0.4 $ 8.8 
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The following balances were outstanding as at the end of the fiscal year: 

(in CAD millions) 

Sears Holdings Corporation $ 

(in CAD millions) 

Sears Holdings Corporation $ 

Amounts receivable from related parties 

As at 
January 31, 2015 

$ 

As at 
February I, 2014 

Amounts payable to related parties 

As at 
January 31, 2015 

0.4 $ 

As at 
February 1, 2014 

0.4 

The related party transactions with Sears Holdings are in the ordinary course of business for shared merchandise purchasing 
services. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed 
to by the related parties. These balances are included in "Accounts payable and accrued liabilities" and "Accounts receivable, net" 
in the Consolidated Statements of Financial Position. 

The related party transactions with the various real estate joint arrangements represent lease payments for the lease ofthe Company's 
stores. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed to 
by the related parties. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has 
been recognized in the current or prior fiscal periods for bad or doubtful debts in respect ofthe amounts owed by related pmties. 

The Company's Audit Committee is responsible for pre-approving all related party transactions that have a value greater than $1.0 
million. 

31. Key management personnel compensation 

Key management personnel are those individuals having the authority and responsibility for planning, directing and controlling 
the activities of the Company. The Company considers the Board of Directors and the following former a11d current members of 
senior management to be key management personnel: 

President and Chief Executive Officer; 
Former President and Chief Executive Officer; 
Executive Vice-President and Chief Financial Officer; 
Executive Vice-President and Chief Operating Officer; 
Interim Chief Marketing Officer; 
Senior Vice-President, Merchant Operations; 
Senior Vice-President, Apparel & Accessories; 
Senior Vice-President, Home & Hardlines; 
Senior Vice-President, Real Estate; 
Senior Vice-President, Human Resources; 
Senior Vice-President, Retail Stores; 
Former Senior Vice-President, Retail Stores; 
Former Interim Senior Vice-President, Retail Stores; 
Former Senior Vice-President e-Commerce and Omni-Channel and Former Interim Chief Information Officer; 
Vice-President and Chief Infom1ation Officer; and 
Vice-President, General Counsel and Corporate Secretary; 

Key management personnel compensation was as follows: 

(in CAD millions) 

Salaries and perquisites 

Annual incentive plans and other bonuses 

Pensions 

Termination benefits 

Total key management personnel compensation 
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2014 

$ 7.7 $ 

0.3 

0.5 

$ 8.5 $ 

2013 

8.1 

1.2 

0.1 

1.3 

10.7 
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32. Net (loss) earnings per share 

A reconciliation of the number of shares used in the net (loss) earnings per share calculation is as follows: 

(Number of shares) 

Weighted average number of shares per basic net (loss) earnings per share 
calculation 

Effect of dilutive instruments outstanding 

Weighted average number of shares per diluted net (loss) earnings per share 
calculation 

2014 

101,877,662 

101,877,662 

2013 

101,877,662 

101,877,662 

"Net (loss) earnings" as disclosed in the Consolidated Statements of Net (Loss) Earnings and Comprehensive (Loss) Income was 
used as the numerator in calculating the basic and diluted net (loss) earnings per share. For 2014 there were no outstanding dilutive 
instruments. As at February I, 2014, there were no outstanding options to exclude from the calculation of diluted net (loss) earnings 
per share. 

33. Changes in non-cash working capital balances 

Cash (used for) generated from non-cash working capital balances were comprised ofthe following: 

(in CAD millions) 2014 2013 

Accounts receivable, net $ 10.0 $ (6.6) 

Inventories 133.2 76.8 

Prepaid expenses (5.6) 4.8 

Derivative financial assets 1.0 

Accounts payable and accrued liabilities (74.0) (52.6) 

Deferred revenue (16.5) ( 10. I) 

Provisions (50.8) 43.1 

Income and other taxes payable and recoverable (62.5) 19.5 

Effect of foreign exchange rates (2.1) (1.6) 

Cash (used for) generated from non-cash working capital balances $ (67.3) $ 73.3 

34. Changes in non-cash long-term assets and liabilities 

Cash generated from (used for) Iong-tern1 assets and liabilities were comprised of the following: 

(in CAD millions) 2014 2013 

Other long-tenn assets $ 40.9 $ 7.0 

Other long-term liabilities (10.0) ( 14.9) 

Deferred tax assets and deferred tax liabilities (0.2) 0.7 

Other (0.5) (0.4) 

Cash generated from (used for) non-cash long-tenn assets and liabilities $ 30.2 $ (7.6) 
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35. North Hill and Burnaby arrangements 

On June 16, 2014, the Company announced that it entered into a binding agreement with Concord Pacific Group of Companies 
("Concord") to pursue the development of the 12-acre Sears site located at the North Hill Shopping Centre in Calgary, Alberta 
(the "North Hill Project"). Closing under the agreement is conditional upon satisfaction of conditions such as obtaining re-zoning 
approval from the City of Calgary for the North Hill Project, which management expects to occur over an extended period of time. 

This agreement contemplates the sale of a 50% interest in the site for a value of approximately $15.0 million, subject to adjustments, 
and the retention of Concord or its affiliates, on customary tenns, to manage most facets of the development. The purchase price 
is to be satisfied by an interest-free long-term note secured by Concord's 50% interest in the property, the principal of which is 
expected to be repaid out of cash flow generated from the North Hill Project over time. It is contemplated that this note will be 
subordinated to other debt financing expected to be raised and used to develop the North Hill Project. The note will be guaranteed 
by a Concord affiliate. Following the sale of the 50% interest, it is contemplated that the parties will enter into a co-ownership 
arrangement. Concord would be responsible for arranging debt financing to develop the North Hill Project through the arrangement. 
On closing, Concord would also be jointly responsible for any costs incurred to remediate on-site environmental issues associated 
with the North Hill Project, through their interest in the arrangement, as contained in the environmental provision described in 
Note 16(vi). The estimated cost to build out the North Hill Project into a residential development as contemplated, is currently 
$680.0 million. Completion of the North Hill Project as contemplated is subject to strategic considerations, including, but not 
limited to, potential shifts in the Canadian economy and the condition of the real estate market now and in the future. 

On October 11, 2013, the Company announced that it entered into a binding agreement with Concord to pursue the development 
of nine acres of the Company's property on and adjacentto the Company's store located at the Metropolis at Metrotown in Burnaby, 
British Columbia (the "Burnaby Project"). Closing under the agreement is conditional upon satisfaction of conditions such as 
obtaining the approval from the City of Burnaby for the Burnaby Project, which management expects to occur over an extended 
period oftime. 

This agreement contemplates the sale of a 50% interest in the site for a value of approximately $140.0 million subjectto adjustments, 
and the retention of Concord on customary terms to manage the development. $15.0 million of the purchase price is to be paid in 
cash on closing, with the balance to be satisfied by an interest-free long-term note secured by Concord's 50% interest in the property, 
the principal of which is expected to be repaid out of cash flow generated from the Burnaby Project over time. It is contemplated 
that this note will be subordinated to other debt financing expected to be raised and used to develop the Burnaby Project. The note 
will be guaranteed by a Concord affiliate. Following the sale of the 50% interest, it is contemplated that the parties will enter into 
a co-ownership arrangement. lfthird party debt financing cannot be obtained, Concord would be responsible for providing debt 
financing to develop the Burnaby Project (which would, with certain exceptions, be subordinated to the long-term note held by 
the Company). The estimated cost to build out the Burnaby Project into a mixed-use residential, office and retail shopping centre 
development as contemplated, is currently in excess of$1.0 billion. Completion of the Burnaby Project as contemplated is subject 
to strategic considerations, including, but not limited to, potential shifts in the Canadian economy and the condition of the real 
estate market now and in the future. 

In January 2014, in conjunction with Concord obtaining financing to develop the Burnaby Project, the Company entered into a 
demand mortgage for $25.0 million, secured by the Burnaby Project property. Interest on drawings under the mortgage is determined 
based on the prime rate plus a spread, and is due monthly. As at January 31,2015, the Company had no borrowings on the mortgage. 
In January 2014, Concord entered into a demand loan agreement for $20.0 million. The loan is guaranteed by Concord's parent 
company, One West Holdings Ltd., and the Company's undrawn $25.0 million mortgage has been pledged·as collateral. As at 
January 31, 2015, Concord has borrowed$ I 3.4 million against the available demand loan. See Note 36 for additional information. 

36. Event after the reporting period 

On March 11, 2015, the Company announced it had entered into an agreement with Concord to sell and lease back three of its 
owned properties for a total consideration of $140.0 million subject to certain adjustments. The Company expects net proceeds 
after any adjustments or taxes to be approximately $130.0 million. The properties in the transaction include the Company's stores 
and surrounding area located at the N011h Hill Shopping Centre in Calgary, Alberta, Metropolis at Metrotown in Burnaby, British 
Columbia and Cottonwood Mall in Chilliwack, British Columbia. These properties, including land, building and equipment, had 
a net carrying value of approximately $60.9 million included in "Property, plant and equipment" in the Consolidated Statements 
ofFinancial Position, as at January 31,2015. The agreement is subject to customary closing conditions. The transaction is scheduled 
to close on June 8, 2015, and the ultimate amount and timing of gain recognition will be detennined during the second quarter of 
the 52-week period ended January 30, 2016. Upon closing, the existing arrangements with Concord described in Note 35, will 
terminate. The Company will continue to operate the stores located at these shopping centres under long-term leases and there is 
no impact on customers or employees at these locations. 

37. Approval of the consolidated financial statements 

The consolidated financial statements were approved by Board of Directors and authorized for issue on March 12, 2015. 
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This is Exhibit "F" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 2018 

Shannon Beverley Ste. Marte, a Commissioner, etc., 
Province of Ontario, while a Student-at-Law. 
Expires March 23,2019. 
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Financial Highlights 

(in CAD millions, except per share amounts) Fiscal2015 Fisca12014 

Total revenue $ 3,145.7 $ 3,424.5 

Total same store sales (%)1 (2.3)% (8.3)% 

Total Core Retail same store sales (%)1 (0.6)% (9.2)% 

Adjusted EBITDA1 (160.5) (122.4) 

Net loss (67.9) (338.8) 

As at As at 
January 30, 2016 January 31,2015 

Cash $ 313.9 $ 259.0 

Working capital 543.0 522.0 

Inventories 664.8 641.4 

Total assets 1,633.2 1,774.1 

Total long-term obligations, including principal payments 
on long-term obligations due within one year 24.2 28.1 

Shareholders' equity 554.2 570.8 

As at As at 
January 30, 2016 January 31,2015 

Per share of capital stock 

Basic and diluted net loss $ (0.67) $ (3.32) 

Shareholders' equity $ 5.44 $ 5.60 

1 Total same stort! sales, ('ore Retail same store sales and Alfjusted Loss B,~fore illlerest, Ti:r.us. Depredation and Amorti=alion ("EBITDA'") are operating 
pe1,"/hrmance and non-lmernational Financial Reporting ,\'landard\· ('!FR.\"") ml!asu!-es, re.\pectire~l: ,\'ee ,\'eel ion I .e. "l lse t?f Non-I FR.'-; A·feasures, Afea.\·ures t!l 
Operating Pe1:/hrmance and Reconciliation l?{Net Horning.\· (/,os.\) to At(iusted HB/71JA ". 

Revenue was $3,145.7 million for the 52-week period ended January 30,2016 ("Fisca12015") compared to $3,424.5 
million for the 52-week period ended January 31, 2015 ("Fisca120 14"), a decrease of$278.8 million. The decrease 
was primarily attributable to sales declines in home decor, Craftsman®, Air & Water Products ("CA WP"), fitness & 
recreation, major appliances and all product categories in Apparel & Accessories, partially offset by increased sales 
in home furnishings. Services and other revenue decreased by $29.2 million, primarily due to reduced shipping fees 
on sales to customers through our Direct channel, reduced sales of extended warranty service contracts and the loss 
of rental revenue from the sale of shopping centre joint arrangements in Fiscal 2014. Commission and licensee 
revenue decreased by $21.2 million, primarily due to reduced revenues after the termination of the credit card 
marketing and servicing agreement with JPMorgan Chase Bank, N.A. (Toronto Branch) ("JPMorgan Chase") in 
November 2015. Included in the total revenue decrease for Fisca120 15 described above, was a decrease in our Direct 
channel of$97 .8 million compared to Fiscal 2014, primarily due to a reduction in catalogues, pages within recurring 
catalogues and distribution, as well as shift in timing of distribution. Also included in the total revenue decrease for 
Fiscal20 15 described above, was the effect of store closures during and subsequent to Fiscal 2014, which negatively 
impacted revenue by $108.3 million. 

Total same store sales decreased 2.3% compared to Fiscal 2014. Same store sales in our full-line and Sears Home 
stores combined ("Core Retail" stores) decreased by 0.6% compared to Fiscal 2014. Total same store sales is a 
measure of operating perfmmance used by management, the retail industry and investors to compare retail operations, 
excluding the impact of store openings and closures. See Section I.e. "Use of Non-IFRS Measures, Measures of 
Operating Performance and Reconciliation ofNet Earnings (Loss) to Adjusted EBITDA". 

Gross margin rate was 31.8% for Fiscal 2015 compared to 32.6% in Fiscal 2014. The decrease in gross margin rate 
was due primarily to the weakening Canadian dollar compared to the U.S. dollar resulting in reduced margins in 
home decor, home furnishings, CAWP, ranges, microwave, laundry, refrigerators, women's apparel and footwear, 
partially offset by increased margins in fitness & recreation, floorcare, sewing, children's wear and men's wear. 
Excluding the negative impact of the weakening Canadian dollar in Fiscal 2015, the gross margin rate would have 
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improved by 150 bps to 34.1% in Fiscal20 15 compared to 32.6% in Fiscal20 14. The Company has an active program 
in place to respond to the effects of the weaker Canadian dollar. This program is expected to continue to partially 
mitigate foreign exchange risk for 2016. Gross margin rate for Fiscal 2015 was also impacted by the termination of 
the credit card marketing and servicing agreement with JPMorgan Chase, which negatively impacted the gross margin 
rate by 40 bps compared to Fiscal 2014. 

Adjusted EBITDA in Fiscal2015 was a loss of$160.5 million compared to a loss of$122.4 million in Fiscal2014, 
an increase of $38.1 million. Adjusted EBITDA was negatively impacted by $71.9 million due to the weakening 
Canadian dollar compared to the U.S. dollar, $27.8 million due to reduced revenues and incremental expenses 
incurred after the tennination of the credit card marketing and servicing agreement with JPMorgan Chase, $10.8 
miilion of costs incurred to update and modernize the Company's loyalty program, $5.4 million in restructuring 
costs and the loss of$2.1 million in rental income from the sale of shopping centre joint arrangements. These negative 
impacts were partially offset by an increase of$25.7 million related to the closure ofunderperfonning stores during 
and subsequent to Fiscal 2014 and a decrease of $5.9 million in loyalty point redemptions. Excluding the impact of 
these items, Adjusted EBITDA for Fiscal 2015 improved by $48.3 million compared to Fiscal 2014. Adjusted 
EBITDA is anon-IFRS measure. See Section I.e. "Use ofNon-IFRS Measures, Measures of Operating Performance 
and Reconciliation of Net Earnings (Loss) to Adjusted EBITDA" regarding the use ofnon-IFRS measures and an 
explanation of the components of Adjusted EBITDA for the respective periods. 

Basic and diluted net loss per common share was $0.67 in Fiscal 2015 compared to a basic and diluted net loss per 
common share of$3.32 for Fisca12014. 

Total cash was $313.9 million as at January 30,2016 compared to $259.0 million as at January 31,2015. The increase 
of $54.9 million was primarily due to net proceeds received from the sale and leaseback transactions described in 
Note 27 "Gain on sale and leaseback transactions" of the Notes to the Consolidated Financial Statements for Fiscal 
2015, proceeds from JPMorgan Chase arising on the sale of their portfolio of credit card accounts related to the Sears 
credit card and Sears Mastercard described in Note 28 "Gain on termination of credit card arrangement" of the Notes 
to the Consolidated Financial Statements for Fisca12015, and income tax refunds related to the reassessment of the 
taxation years 2006 to 2008 and the carry back of losses generated by the Company during Fiscal 2014. The impact 
of these increases was partially offset by cash used for operating activities and purchases of property, plant and 
equipment and intangible assets during Fiscal 2015. 
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Management's Discussion and Analysis 

"Sears", "Sears Canada", "we", "us", "our" or "the Company" refers to Sears Canada Inc. and its subsidiaries. 

Management's Discussion and Analysis ("MD&A") contains commentary from the Company's management regarding 
strategy, operating results and financial position. Management is responsible for its accuracy, integrity and objectivity, 
and develops, maintains and supports the necessary systems and controls to provide reasonable assurance as to the 
accuracy of the comments contained herein. 

This MD&A should be read in conjunction with the Consolidated Financial Statements and Notes to the Consolidated 
Financial Statements for the 52-week period ended January 30, 2016 ("Fiscal 20 15" or "20 15"). The 2014 fiscal year 
refers to the 52-week period ended January 31, 2015 ("Fiscal 20 14" or "20 14"). The 2013 fiscal year refers to the 52-
week period ended February 1, 2014 ("Fiscal 20 13" or "20 13"). The foUiih quarter unaudited results for Fiscal 2015, 
Fiscal 2014 and Fiscal 2013 reflect the 13-week periods ended January 30, 2016 ("Q4 20 15"}, January 31, 2015 ("Q4 
20 14") and February 1, 2014 ("Q4 20 13"), respectively. The third quarter unaudited results for Fiscal 2015 and Fiscal 
2014 reflect the 13-week periods ended October 31, 2015 ("Q3 20 15") and November 1, 2014 ("Q3 20 14"), respectively. 
The second quarter unaudited results for Fiscal 2015 and Fiscal 2014 reflect the 13-week periods ended August 1, 2015 
("Q2 20 15") and August 2, 2014 ("Q2 20 14"), respectively. The first quarter unaudited results for Fiscal 2015 and Fiscal 
2014 reflect the 13-week periods ended May 2, 2015 ("Q I 20 15") and May 3, 2014 ("Q 1 20 14"), respectively. The 2016 
fiscal year refers to the 52-week period ending January 28, 2017 ("Fiscal 20 16" or "20 16"). 

This MD&A is current as ofMarch 17,2016 unless otherwise stated. 

Additional information relating to the Company, including the Company's Annual Information Form ("AIF") dated 
March 17, 2016 and the Management Proxy Circular ("MPC") dated March 17, 2016, can be obtained by contacting 
Sears Canada's Corporate Communications department at 416-941-4428. The 2015 Annual Report, together with the 
AIF and MPC, have been filed with securities regulators in Canada through the System for Electronic Document Analysis 
and Retrieval ("SEDAR") and with the U.S. Securities and Exchange Commission ("SEC"), and can be accessed on the 
SEDAR website at sedar.com and on the SEC website at sec.gov. Additional information relating to the Company is also 
available online at sedar.com and at sec.gov. 

Unless otherwise indicated, all amounts are expressed in Canadian dollars. 

Cautionary Statement Regarding Forward-Looking Information 

Certain information in the Annual Report and in this MD&A 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 results set out under Section 1 "Company Perfonnance", Section 2 "Consolidated Financial Position, Liquidity 
and Capital Resources", Section 3 "Financial Instruments", Section 6 "Shareholders' Equity", Section 8 "Accounting 
Policies and Estimates" and Section 10 "Risks and Uncertainties". 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 infom1ation 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 
proposed real estate transactions in this release, which are subject to closing conditions, not closing on the agreed terms 
or at all; the Company's inability to compete effectively in the highly competitive retail industry; weaker business 
performance in the fourth qumier; the ability of the Company to successfully implement its strategic initiatives; changes 
in consumer spending; ability to retain senior management and key personnel; ability of the Company to successfully 
manage its inventory levels; customer preference toward product offerings; ability to secure an agreement with a financial 
institution for the management of the credit and financial services operations; ability of the Company's new loyalty 
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program to attract and retain customers; the 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; 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 pmties in outsourcing arrangements, and their 
ability to perform the arrangements for which they have been engaged; willingness of the Company's vendors to provide 
acceptable payment terms; the outcome of product liability claims; any significant security compromise or breach of the 
Company's .customer, associate or Company information; the outcome of pending legal proceedings; compliance costs 
associated with environmental laws and regulations; maintaining adequate insurance coverage; seasonal weather patterns; 
ability to make, integrate and maintain acquisitions and investments; general economic conditions; liquidity risk and 
failure to fulfill financial obligations; fluctuations in foreign currency exchange rates; the credit worthiness and financial 
stability of the Company's licensees and business partners; possible limits on our access to capital markets and other 
financing sources; interest rate fluctuations and other changes in funding costs and investment income; 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; the impainnent of intangible and 
other long- 1 ivcd assets; the possible future termination of certain intellectual property rights associated with the "Sears" 
name and brand names if Sears Holdings Corporation ("Holdings") reduces its interest in the Company to less than I 0%; 
potential conflict of interest of some of the directors and executive officers of the Company owing to their ownership of 
Holdings' common stock; possible changes in the Company's ownership by EdwardS. Lampert, ESL Investments and 
other significant shareholders; productivity improvement and cost reduction initiatives and whether such initiatives will 
yield the expected benefits; competitive conditions in the businesses in which the Company participates; new accounting 
pronouncements, or changes to existing pronouncements, that impactthe methods the Company uses to report our financial 
position and results from operations; uncertainties associated with critical accounting assumptions and estimates; and 
changes in laws, rules and regulations applicable to the Company. 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 MD&A and in the Company's 2015 Annual Report under 
Section I 0 "Risks and Uncertainties" and elsewhere in the Company's filings with securities regulators. The forward
looking infonnation in the Annual Report and in this MD&A are, 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 forwarr.l-ltmking 
information, whether as a result of new infmmation, future events or otherwise, except as required by law. 
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Five Year Summary 
Fiscal Fiscal Fiscal Fiscal Fiscal 
2015 2014 2013 20121. 2 2011 1 

Results for tile year (in CAD millions) 

Total revenue $ 3,145.7 $ 3,424.5 $ 3,991.8 $ 4,346.5 $ 4,619.3 

Depreciation and amortization 48.4 89.3 111.4 126.5 114.9 

(Loss) earnings before income taxes (62.7) (360.0) 490.0 I 14.2 (56.9) 

Income tax (expense) recovery (5.2) 21.2 (43.5) (13.0) 6.6 

Net (loss) earnings (67.9) (338.8) 446.5 101.2 (50.3) 

Dividends declared 509.4 101.9 

Capital expenditures3 45.4 54.0 70.8 101.6 84.3 

Year end position (in CAD millions) 

Accounts receivable, net $ 59.4 $ 73.0 $ 83.3 $ 77.7 $ 116.2 

Inventories 664.8 641.4 774.6 851.4 823.9 

Propet·ty, plant and equipment 444.1 567.6 785.5 lJ 18.5 872.0 

Total assets 1,633.2 1,774.1 2,392.3 2,504.7 2,730.7 

Working capital 543.0 522.0 567.0 410.7 471.0 

Total long-term obligations, including principal payments on 
long-term obligations due within one year 24.2 28.1 35.9 59.4 122.7 

Shareholders' equity 554.2 570.8 1,073.8 1,076.4 1,092.0 

Per share of capital stock 

Basic net (loss) earnings $ (0.67) $ (3.32) $ 4.38 $ 0.99 $ (0.48) 

Dividends declared 5.00 1.00 

Shareholders' equity 5.44 5.60 10.54 10.57 10.63 

Fiilmtcial ratios 

Return on average shareholders equity(%) (12.1) (41.2) 41.5 9.3 (4.3) 

Current ratio 1.9 1.8 1.7 1.5 1.5 

Return on total revenues(%) (2.2) (9.9) 11.2 ? ' --~ (1.1) 

Debt/equity ratio(%) 4.4 4.9 3.3 5.5 11.2 

Pre-tax margin(%) (2.0) (10.5) 12.3 2.6 (1.2) 

Breakdown of tile Company's locations 

Full-Line Department stores• 95 I 13 118 I 18 122 

Sears Home stores 41 47 48 48 48 

Outlet stores• 23 II II II II 

Specialty type: Appliances and Mattresses 4 4 4 

Hometown stores 125 201 234 261 285 

Sears Home Services Showrooms 8 9 13 

Corbeil 33 35 34 33 30 

National Logistics Centres 6 6 6 6 6 

Sears Floor Covering Centres 17 

Cantrex 799 

Travel offices 84 96 97 101 108 

Catalogue and ouline merchandise pick-up locations 1,213 1,335 1,446 1,512 1,734 

I 1l1e 2012.fiscalyear ("Fisca/2012 '). am/201 /.flscalyl!ar ("Fiscal 20/1 ") rr.;(i!r /o the 53-lreek period c!IU/(!d Fehruary 2, 2013 and the 52-ll't~ek period ended 
January 2H, 20/2, rl!.\j?ectil·e~t·. 

Ac(justed lo reflect the changes resulting.fi-<Nnthe retrospecth·e application c~fthe change in accounting polk:v related to the adoption ~f accounting .\·tam/an/ 
"fi·RS II, Joiut Arrangements". 

( 'apital!!xpl!nditures represt!I1/S purchases.fiu·H·hich pa,yment has ht!enmade hy the end (!ltllefisca/ year. 

-1 JJurinf!. 2015, the ( 'ompmo· reclass(fled 16.fit!l-line departmelll stores to the Outlet channel hosed 011 changes to their merchandise mix. H(m·e1·er. the . .v ('Oiltinue to 
operate as.fii/1-/ine stores. 
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Quarterly Performance 

The Company's operations are seasonal in nature. Accordingly, merchandise and service revenue, as well as performance 
payments received from JPMorgan Chase, referred to as commission revenue, will vary by quarter based upon consumer 
spending behaviour. Refer to Note 28 "Gain on termination of credit card aJTangement" of the Notes to the Consolidated 
Financial Statements for Fisca120 15 for additional information on the expiry of the Company's agreement with JPMorgan 
Chase on November 15, 2015. Historically, the Company's revenue and operating results are higher in the fourth quarter 
than in any of the other three quarters due to the holiday season. The Company is able to adjust certain variable costs in 
response to seasonal revenue patterns. However, costs such as occupancy are fixed, causing the Company to report a 
disproportionate level of earnings in the fourth qumier. Other factors that affect the Company's sales and results of 
operations include actions by its competitors, timing of its promotional events, and changes in population and other 
demographics. In addition, the Company offers seasonal goods and services. The Company sets inventory levels and 
promotional activity to be aligned with its strategic initiatives and expected consumer demands. Businesses that generate 
revenue from the sale of seasonal merchandise and services are subject to the risk of changes in consumer spending 
behaviour as a result of unseasonable weather patterns. 

Accordingly, the Company's results for any one fiscal quarter are not necessarily indicative of the results to be expected 
for any other quarter, or the full year, and total same store sales for any particular period may increase or decrease. 

The table below outlines select financial data for the eight most recently completed quarters. The quarterly results are 
unaudited and have been prepared under IFRS. 

Fourth Quarter Third Quarter Second Quarter First Quarter 

(in CAD millions. except per 
share amounls) 2015 2014 2015 2014 2015 2014 2015 2014 

Total revenue $ 887.6 $ 972.5 $ 792.1 $ 834.5 $ 768.8 $ 845.8 $ 697.2 $ 771.7 
Net earnings (loss) $ 30.9 $ (123.6) $ (53.2) $(118.7) $ 13.5 $ (21.3) $ (59.1) $ (75.2) 

Basic and diluted net 
earnings (loss) per share $ 0.30 $ ( 1.21) $ (0.52) $ (1.16) $ 0.13 $ (0.21) $ (0.58) $ (0.74) 

Common Share Market Information 

The table below provides prices for the Company's common shares traded on the Toronto Stock Exchange (symbol: 
SCC). 

Fourth Quarter Third Quarter Second Quarter· First Quarter 

2015 2014 2015 2014 2015 2014 2015 2014 

High $ 11.25 $ 12.85 $ 9.88 $ 16.65 $ 11.32 $ 16.45 $ 12.60 $ 17.12 

Low $ 5.44 $ 10.26 $ 7.08 $ 8.56 $ 7.11 $ 13.51 $ 9.18 $ 12.31 

Close $ 6.15 $ 11.90 $ 9.01 $ 10.85 $ 7.50 $ 14.02 $ 9.36 $ 16.50 

Average daily trading 
10,764 16,648 6,462 44,681 12,772 15,501 16,113 20,288 volume 

The table below provides prices for the Company's common shares traded on the NASDAQ (symbol: SRSC), quoted 
in U.S. dollars. 

Fourth Quar·ter 

2015 20141 

High $ 8.48 $ 10.87 

Low $ 3.75 $ 9.06 

Close $ 4.40 $ 9.32 

Average daily trading 
46,971 110,423 volume 

1 
Began trading on the NASDAQ t!uring(}J 201-1. 

Third Quarter 

2015 20141 

$ 7.63 $ 9.94 

$ 5.22 $ 9.50 

$ 7.25 $ 9.66 

45,153 20,009 

8 

Second Quarter 

2015 20141 

$ 9.24 $ 

$ 5.47 $ 

$ 5.77 $ 

31,540 

First Quarter 

2015 20141 

$ 10.00 $ 

$ 7.66 $ 

$ 7.69 $ 

40,631 
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1. Company Performance 

a. Merchandising Operations and Business Overview 

For Fiscal2014, the Company was comprised of two reportable segments, Merchandising and Real Estate Joint Arrangements. 
Prior to Fiscal 20 I 5, the Company disposed of its real estate joint arrangement interests in shopping centres. As a result, the 
Company is now comprised of one reportable segment, Merchandising. The Company's merchandising operations include 
the sale of goods and services through the Company's Retail channels, which includes its full-line, Sears Home, 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, wireless and long distance 
plans, insurance and performance payments received from JPMorgan Chase under the Company's credit card marketing and 
servicing alliance with JPMorgan Chase. The Company's credit card marketing and servicing alliance agreement with 
JPMorgan Chase ended on November I 5, 20 I 5 (See Note 28 "Gain on termination of credit card arrangement" of the Notes 
to the Consolidated Financial Statements for Fiscal2015 for additional information). Licensee fee revenue is comprised of 
payments received from licensees that operate within the Company's stores (See Note I4 "Financial instruments" of the 
Notes to the Consolidated Financial Statements for Fiscal2015 for additional infonnation). 

Retail Channel 

Full-Line Department stores- Sears full-line department stores are located primarily in suburban enclosed 
shopping centres. The major merchandise categories include the following: 

Apparel & Accessories - women's, men's and children's apparel, nursery products, cosmetics, jewellery, 
footwear and accessories. 

Home & Hardlines- home furnishings and mattresses, home decor, lawn and garden, hardware, leisure, 
seasonal products, toys, tloorcare, sewing and major appliances. 

Although merchandise varies by store, the merchandise sales mix between the two major categories are 
approximately 40% Home & Hard lines and 60% Apparel & Accessories. 

Full-line department stores include a Sears catalogue and online merchandise pick-up location. Sears Travel offices 
and licensed businesses, such as optical centres and portrait studios, are also located in many of the Company's full
line department stores. 

Sears Home stores- Sears Home stores are typically located in power centres and present an extensive selection 
of furniture, mattresses and box-springs, and major appliances. The majority of these stores range in size from 
35,000 to 60,000 square feet. 

Hometown stores- Sears Hometown locations are primarily independently operated and offer major appliances, 
·furniture, mattresses and box-springs, outdoor power equipment as well as a catalogue and online merchandise pick
up location. Most Hometown stores are located in markets that lack the population to support a full-line department 
store. 

Outlet stores- Sears Outlet stores offer clearance merchandise, primarily from the Company's full-line department 
stores and Direct channel, as well as surplus big-ticket items from all channels. 

Corbeil -Corbeil is a chain of major appliance specialty stores located throughout Quebec, the Greater Toronto 
Area and Eastern Ontario. There are 33 stores in the chain, I 6 of which are franchised. The chain also includes two 
liquidation centres and one distribution centre in Montreal. Stores average approximately 6,500 square feet in size. 

Sears Travel- Sears Travel service operates within 84 Sears locations across Canada, an online travel service at 
searstravel.ca and I -866-FLY-SEARS, which connects customers to the nearest geographical branch. Travel Brands 
Inc. manages the day-to-day operations of all Sears Travel offices and the Sears Travel website. 

Sears Home Services 

Operating under the Sears Home Improvements brand, the Company offers Sears Carpet and Duct cleaning, 
Installation and Assembly of products purchased at Sears stores, Sears Custom Window Coverings, Sears Windows 
& Doors and Sears Heating & Cooling. 

9 

487 



Direct Channel 

The Company's Direct channel is comprised of its catalogue business, which is Canada's largest general merchandise 
catalogue business, and sears.ca, one of Canada's leading online shopping destinations with over 102.1 million 
visits in Fiscal 2015, including desktop and mobile platforms. With two distribution centres exclusively dedicated 
to servicing the Direct channel and 1 ,213 catalogue and online merchandise pick-up locations nationwide, Sears 
can deliver orders in most areas of the country. Orders can be placed by telephone at 1-800-26-SEARS, by mail, 
by fax, online at sears.ca or in person through Sears stores and catalogue agents. At the end of Fiscal 2015 1 ,066 
of the total 1,213 catalogue and online merchandise pick-up locations were independently operated under local 
ownership, with the remaining 147 units located within Sears locations. 

Catalogue - In Fiscal 2015, 21 different catalogues were distributed throughout Canada, including seven 
Specialogues, designed to offer more seasonally relevant merchandise to specific customers. 

Sears.ca- The Company's website, sears.ca, enables the Company to provide new merchandise offers directly to 
web customers and highlights the Company's extensive general merchandise selection. In Fisca12015, the Company 
continued to invest in its online capabilities to improve the user experience, and engage new customers and 
demographics. Sears is committed to maintaining its reputation as a trusted Canadian retailer by focusing on customer 
privacy and satisfaction when shopping on sears.ca. 

Logistics 

National Logistics Centres ("NLC")- Sears operates six logistics centres strategically located across the country. 
The logistics centres are comprised of seven owned and one leased warehouse facilities which serve all channels 
of the business. The total floor area of these logistics centres was 6.5 million square feet at the end ofFisca12015, 
of which 5.0 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. See Note 29 "Assets classified as held for sale" 
of the Notes to the Consolidated Financial Statements for Fisca12015 for additional information. 

S.L.H. Transport Inc. ("SLH")- 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. 
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As at the end of Fiscal 2015, Fiscal 2014, and Fiscal2013, the Company's locations were distributed across the country as 
follows: 

As at As at As at 

January 30, January 31, February 1, 
2016 2015 2014 

Atlantic Quebec Ontario Prairies Pacific Total Total Total 

Full-Line Department 
stores 10 23 31 18 13 95 113 118 

Sears Home stores 1 9 18 8 5 41 47 48 

Outlet stores' 3 4 12 3 I 23 11 II 

Specialty type: Appliances 
and Mattresses stores - - - - - - I 4 

Corporate stores 14 36 61 29 19 159 172 181 

Hometown stores 26 14 14 43 28 125 201 234 

Sears Home Sen·ices 
Showrooms' - - - - - - - 8 

Corbeil Franchise stores - 14 2 - - 16 16 16 

Corbeil Corporate stores - 12 5 - - 17 19 18 

Co•·beil - 26 7 - - 33 35 34 

NLCs3 - 1 2 2 1 6 6 6 

Tnwel offices 7 21 34 12 10 84 96 97 

Catalogue and online 
merchandise picl•-np 

174 292 337 299 111 1,213 U35 1,446 locations 

/Juring 20/5, the ( 'ompany reclas.\'!fl!!d /O.fldl-line department stores lo the Out! !!I channel hasl!d on changes to their merchandise mix. Hmn.!w!r, they continue to 
op!.!rate usfidl-line stores. 

/Juring Fiscal 20/-1, the ( 'ompm~l-' closed all ,)'cars Home ,\'e!Tices ,)'howrooms in connection 10 !he ,\'HS rr..'ceirer.\·hip descrihed in No!e /-I "/:inancial inslrumf!llls" 
inthr! ( 'ompm~r·s ( 'onsolidated Fmancial ,)'tah'l111!nts.for Fiscal 2015. 

Sl!ars operate.\· si,·/ogislics cemres slrategical~l·loca!ed across the coun!Ty, each rl!fi!rred to as a 1'./U ·. The NlJ 's arc comprised f~f'.H'l'<!n owned and o11e leased 
11'arelwusefacilities which seJ'l'e all channels <!f'the husiness. 

In Fiscal 2015, the Company closed two Full line stores, six Sears Home stores, four Outlet stores, one Appliances and 
Mattresses store, 76 Hometown stores, two Corbeil Corporate stores, 12 Travel offices and 131 catalogue and online 
merchandise pick-up locations. The Company opened nine catalogue and online merchandise pick-up locations. 

In Fiscal 2014, the Company closed five full-line depmiment stores, as a result of lease terminations and lease amendments 
that occurred during Fiscal 2013. The Company also closed one Sears Home store, three Appliances and Mattresses stores, 
34 Hometown stores, one Travel office and 142 catalogue and online merchandise pick-up locations. The Company opened 
one Hometown store, one Corbeil Franchise store and 31 catalogue and online merchandise pick-up locations, and converied 
one Corbeil Franchise store to a Corbeil Corporate store. 

In Fiscal20 13, the Company closed 28 Hometown stores, four Travel offices, and 66 catalogue and online merchandise pick
up locations. The Company also opened one Hometown store. 
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As of the end of Fiscal 2015, the number of selling units leased and owned by the Company was as follows: 

Full-Line Department 

Sears Home stores 

Outlet stores1 

Hometmvn stores2 

Corbeil" 

Leased 

86 

39 
21 

7 
29 

182 

Owned 

9 

2 
2 

13 

Total 
95 

41 

23 

7 
29 

195 

J !Jurmg 1015. !he ( 'ompany reclass?fied J 6full-lme deparllnenl srorl!s fo thl! Ouill!t channel hased on chanf!I!S to thl!lr merc.hand1.w! 
mix. Hmn!l'er, they continue to opaatl! asfu/1-/ine stores. 

On~r Hometmrn am/ ( 'orh<!il stores that are 1101 ind!!pem/(!n/~v m1·ned and operated are i11cluded. 

Trarel (?(flees and ca!alogue and online merchandise pick-up local ions are locatl!d in orht'r .')ears sTores or local businesses, and 
therl!fore not includl!d 

As at the end ofFiscal20 15, Fiscal20 14, and Fiscal20 13, the gross square footage for corporate store locations (both owned 
and leased) and NLCs was as follows: 

(square feet, millions) As at As at As at 
January 30, 2016 January 31,2015 February I, 2014 

Full-Line Department stores 12.4 14.1 15.2 

Sears Home stores 1.8 2.1 2.1 

Outlet stores 1 2.2 0.9 0.9 

Other" 0.2 0.3 0.3 

NLCs 6.5 6.6 6.5 

Total 23.1 24.0 25.0 

1 J >uring 20 J 5, the ( 'ompw~1· reclas.\'?fied Jtiflt/1-hne di.!parfml!nl stores to the Out/1!1 channl!l hased on changes to rhcir merchandise ml\-. Hmrn·er. 
they continue lo opi.!l"£7/e asfit/1-/ine stores. 

( Jther includes Homctolfn and ( 'orheil stores !hat are no/ imlependenf~l' mn1ed and operated. ( Jther also included Appliances and 11/a!lres.w!s as a! 
January 31. 2015 am/prior. 

Gross square footage for corporate store locations as at January 30, 2016 decreased compared to January 31, 2015 due to 
the closure ofunderperforming stores. 

Gross square footage for corporate store locations as at January 31, 2015 decreased compared to February I, 20 14 due to 
five full-line store closures as a result of lease tem1inations and lease amendments that occurred during Fiscal2013. 

b. Core Capabilities 

The Company's key resources and capabilities include its employees, brand equity, specialized services, national presence 
and logistics, as described below. 

Employees 

Sears employees are a critical asset to the Company. Sears works to inspire its employees to enrich the lives of 
Canadians through products, services, community involvement and experiences. 

Brand equity 

The Company works closely with its suppliers in product development, design and quality standards. Many lines 
of merchandise are manufactured with features exclusive to Sears and are sold under the Company's private label 
brands, such as Kenmore@, Craftsman!Y, Attitude·&, Jessicaw, Nevada·t, N°. 99 Wayne Gretzky Collection:!], Pure 
NRG Athleticse and Whole Home®. The Company believes that its private label and national brands have significant 
recognition and value with customers. 

Specialized services 

Apart from retail merchandise, the Company also offers a wide range of specialized services to attract a broad 
customer base. These services include product repair, patis sales, protection agreements, portrait studios, optical 
services, travel, floral delivery, wireless and long distance plans and insurance. 
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National presence 

Logistics 

The Company's physical and online presence puts it in proximity to most customers across Canada. As of the end 
ofFiscal2015, Sears operated 95 Full-line department stores, 222 specialty stores (including 41 Sears Home stores, 
23 Outlet stores, 125 Hometown stores primarily operated under independent local ownership and 33 Corbeil stores), 
84 Sears Travel offices and over 1,200 merchandise pick-up locations for orders placed through the catalogue or 
online at sears.ca. 

The Company has the capability to move merchandise efficiently to stores, merchandise pick-up locations, or directly 
to customers. The Company's wholly-owned subsidiary, SLH, is responsible for providing transportation services 
for the Company's merchandising operations and has arrangements with third parties to increase SLH's revenue 
and fleet utilization, and improve its operating effectiveness. The Company conducts operations in six NLCs located 
in Vancouver, Calgary (two locations), Vaughan, Belleville and Montreal. 

c. Strategic Initiatives 

During Q2 2015, Sears Canada identified three strategic initiatives, which would form 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. A number of actions were taken during Fiscal 2015 to deliver high-quality products intended to drive sales and 
maintain a seamless customer experience across all channels and formats, while continuing to adjust the operating expense 
base and network to better reflect the size and needs of the current business. 

The three strategic initiatives are 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. 

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 getting costs aligned with the revenues generated by the business. 

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. 

During Fiscal2015, the Company made progress on its strategic initiatives, having executed the following: 

Increase Revenue 

On November 16, 2015, the Company launched an update and modernization to its loyalty program that saw the 
introduction of a new loyalty card where points can be earned on purchases made in any tender accepted by Sears Canada. 
Existing Sears Club members retained all previously earned loyalty points which automatically transferred to the new 
card; 

Partnered with Wayne Gretzky to launch the N°. 99 Wayne Gretzky Collection, a new line of casual men's wear exclusive 
to Sears, which was available in stores, online and through the catalogue during Fall-Winter 2015 and whose Spring 
2016 line was showcased at Toronto's World MasterCard Fashion Week in October 2015, and which subsequently won 
FASHION Magazine's People's Choice Award for Best Show of Fashion Week; 

The Company considers both its private brands and national brands to be important complements to each other in order 
to achieve a compelling offer of products to Canadians coast to coast. During 2015, the company continued to promote 
its key private brands which include Kenmore®, Craftsman®, Jessica® and Nevada® among others, and also added the 
following national brands: Jessica Simpson®, ONEFASHION by Vero Moda and Gloria Vanderbilt in women's apparel, 
U.S. Polo Assn.® in children's apparel, Royal Velvet® in Home Decor, and LG and Frigidaire® in Air Conditioning. 
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Increased size of mattress shops in full-line stores to display an average of 50 beds per store. The Company refreshed 
mattress shops with paint, new signing and updated point-of-sale infonnation material, and incorporated more accessories 
into the displays including pillows, mattress pads and headboards. The Company also began utilizing measurement tools 
to capture the number of accessories sold with each mattress; 

Began transitioning our product allocation methodology to place a greater emphasis on balancing inventory to a store's 
sales potential rather than to a store's space. This change in methodology is expected to impact the second half of Fiscal 
2016 by driving additional sales, improving inventory turnover, and reducing the amount of clearance inventory. 

Continued the expansion of shop-in-shop concepts with multiple vendor partners and brands including Nygard Slims, 
Point Zero and U.S. Polo Assn. During 2015,216 shops were installed, which included 25 N°. 99 Wayne Gretzky 
Collection installations; and 

Partnered with world-renowned designer D~bbie Travis to develop a new line of outdoor home decor and accessories 
exclusive to Sears which is expected to launch in Spring 2016. 

Operate profitably 

During 2015, the Company implemented cost management initiatives with the objective of reducing recurring operating 
expenses by between $100.0 million to $125.0 million on an annualized basis as compared to 2014. The initiatives were 
completed during 2015, and have resulted in annualized savings of approximately $125.0 million as compared to 2014. 
Selling, administrative and other expenses decreased by $225.7 million in Fiscal 2015, as compared to Fiscal 2014. 
Excluding transformation expenses, impairment charges and othernon-recurring items included in selling, administrative 
and other expenses in both periods, operating expenses decreased $119.5 million or 9.0% in Fiscal 2015, as compared 
to Fiscal 2014, primarily because of these cost management initiatives. The Company continues to study its business 
configuration and expects to implement further improvements to the cost structure in 2016 ofbetween $100.0 million 
to $127.0 million on an annualized basis compared to 2015; 

During 2015, the Company began the implementation of Oracle Retail Merchandise and Merchandise Financial Planning 
Systems, the acquisition of which was previously announced in 2014. The systems will mark the transformation of our 
merchandise financial planning capabilities with the intent to optimize cash flow, inventory productivity, receipt flow 
and in-stock position. The transformation will include the creation of two Centres of Excellence: Merchandise Planning 
& Inventory Allocation and Merchandise Financial Planning. The focus on applying enhanced pre-season planning 
capabilities in addition to techniques designed to improve product allocation by store, are expected to improve turnover, 
margin and cash flow; and 

On February 23, 2016, the Company announced that it had assigned the leases of eight underperforming Sears Home 
stores to Leon's Furniture Ltd., located throughout British Columbia, Ontario and New Brunswick with effective dates 
of between June I, 2016 and July I, 2016. The Company continues to be responsible for the operating lease obligations 
as of the effective dates of the assignments until the next renewal period for each of the leases, and will continue to 
include these amounts as part of the Company's operating lease obligations as disclosed in Section 2 "Consolidated 
Financial Position, Liquidity and Capital Resources". By assigning these leases, the Company will save approximately 
$6.9 million annually in lease costs related to the properties. 

Maintain a strong balance sheet 

Closed the sale and leaseback transactions with the Concord Pacific Group of Companies ("Concord") previously 
announced on March II, 2015, for net proceeds of $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 Chilliwack, 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 the stores located at these shopping centres under the leases with 
no impactto customers or employees at these locations. The proceeds from the transaction were used for general corporate 
purposes; 

On September 2, 2015, the Company announced that it had reached an agreement to sell a warehouse for $18.1 million, 
and had reached an agreement for the sale and leaseback of a non-mall based store property (which the Company will 
continue to operate post-sale} for an additional $10.0 million. Both agreements are subject to customary closing 
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conditions. The Company's expectation is that these transactions will close during 2016, but there can be no assurance 
that either of the transactions will be completed on the agreed or contemplated terms or at all; 

On November 13, 2015, the Company announced it had entered into an agreement with Tamworth Properties Inc. to 
sell and lease back its logistics centre located in Vaughan, Ontario, for a total consideration of $100.0 million. This 
property, including land, building and equipment had a net carrying value of approximately $76.3 million included in 
"Property, plant and equipment" and "Investment properties" in the Consolidated Statements of Financial Position as 
at January 30, 2016. The agreement is subject to customary closing conditions and the transaction is expected to close 
during 2016, but there can be no assurance that the transactions will be completed on the agreed or contemplated terms 
or at all. The ultimate amount and timing of gain recognition will be determined upon closing of the transaction. Upon 
closing, the Company will continue to operate the logistics centre under a long-term lease and there is not expected to 
be any impact to employees at the logistics centre as a result of this announcement. The proceeds from the transaction 
will be used for general corporate purposes. Upon closing, the logistics centre will no longer be registered as collateral 
under the Amended Credit Facility (see Note 17 "Long-term obligations and finance costs" in the Consolidated Financial 
Statements for Fisca12015 for additional information); 

On November 23, 2015, the Company received a payment of $174.0 million from JPMorgan Chase as a result of the 
sale of their portfolio of credit card accounts and related receivables related to the Sears credit card and the Sears 
MasterCard. The proceeds from the transaction were used for general corporate purposes; 

On December 3, 2015, the Company announced that it had reached an agreement to sell a vacant warehouse for $8.5 
million. The agreement is subject to customary closing conditions. The Company's expectation is that the transaction 
will close in 2016, but there can be no assurance that the transactions will be completed on the agreed or contemplated 
terms or at all; and 

On March 18, 2016, the Company announced it had entered into an agreement to sell and lease back its logistics centre 
located in Calgary, Alberta, for a total consideration of $83.9 million. This property, including land, building and 
equipment had a net carrying value of approximately $40.9 million included in "Property, plant and equipment" in the 
Consolidated Statements of Financial Position as at January 30,2016. The agreement is subject to customary closing 
conditions and the transaction is expected to close during Fiscal 2016, but there can be no assurance that the transactions 
will be completed on the agreed or contemplated terms or at all. The ultimate amount and timing of gain recognition 
will be determined upon closing of the transaction. Upon closing, the Company will continue to operate the logistics 
centre under a long-term lease and there is not expected to be any impact to employees at the logistics centre as a result 
of this announcement. The proceeds from the transaction will be used for general corporate purposes. Upon closing, the 
logistics centre will no longer be registered as collateral under the Amended Credit Facility (see Note 17 "Long-term 
obligations and finance costs" in the Consolidated Financial Statements for Fiscal 2015 for additional information). 

On November 3, 2015, the Company announced the appointment of Carrie Kirkman as President and Chief Merchant. Ms. 
Kirkman's distinguished career and proven track record in Canadian retail, and her unwavering commitment to excellence, 
has add\!d significant depth to the Sears Canada leadership team and will enable the Company to accelerate the positive 
momentum in the business. Ms. Kirkman will support Executive Chairman, Brandon G. Stranzl, as they work to stabilize, 
revitalize and modernize Sears Canada to enhance the experience of the customer and the profitability of the Company. Ms. 
Kirkman was appointed as a director of the Company on November I, 2015. 

"Live Green" Initiatives 

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 on environmental sustainability: 

I. 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. 

Sears continued to focus on these three priorities by implementing or continuing the following initiatives during Fiscal20 15: 
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Continued to reduce the Company's electricity consumption through the re-comnllSStoning of existing Building 
Automation systems, retrofitting exterior signs with LED light bulbs and n:placing selected HVAC units nationally. 
These efforts helped driwelectricity consumption savings ofl4.lmillion kWh or6.3% from February 2015 to December 
2015, as compared to the same period in2014 including the effect of store closures; and 

Sears Canada's recycling partner, Green Space Waste Solutions ("GreenS pace"}, began handling the Company'srecycling 
activities in June 2014. GreenS pace was selected for its ability to maximize the value of recycled materials and for its 
expertise in driving waste diversion activities. This has resulted in more than $245,000 in avoided costs during 2015, 
including rebates for recycled materials, as compared to 2014. GreenS pace has also improved repotting capabilities, 
which helps the Company track progress towards its long-term goal of divetting 90% of its waste from landfill. As of 
the end of20 15, the Company was diverting approximately 70% of its waste from landfill. 

Corporate Social Responsibility 

The following is a summary of the results of the Company and its employees' corporate social responsibility efforts during 
Fiscal 2015: 

Conducted the fifth annual Sears Great Canadian Run with community-based relays from Toronto, Ontario to Blue 
Mountain/Collingwood, Ontario, t!·om Ottawa, Ontario to Montebello, Quebec and from Calgary, Alberta to Camp 
Kindle, Alberta, which is a camp for children with cancer. The three runs facilitated approximately $794,000 in support 
for childhood cancer; 

Sponsored the eighth annual Sears National Kid~ Cancer Ride (the "Ride"), in cooperation with Coast to Coast Against 
Cancer Foundation. This 7,000 km cycling journey rolled across Canada from September I 0-26, raising funds and 
awareness for the fight against childhood cancer. This year, Sears, its corporate partners and its employees raised or 
donated approximately $410,000 in funds, logistical supp01t and services for the Ride. The Ride raised approximately 
$334,000 for childhood cancer through donations from Sears customers and employees; 

Coordinated two Gold Month fund raisers in \1ay and November to raise money for the fight against childhood cancer, 
raising approximately $215,000. The stores provided a point-of-sale opp01tunity for shoppers to support national pediatric 
cancer initiatives such as the Sears Childhood cancer Fellowship at the Hospital for Sick Children in Toronto. Ontario; 
and 

Introduced the" I 2 Days of Giving" in December where each day featured different initi<ltives for Sears employees to 
serve their local communities. Events included Sears first National Volunteer Day for Sears employees to volunteer at 
their store's local charity partners and organized special skate parties in local communities. 

Including the above, Sears, its customers, vendors and its employees raised or facilitated the donation of approximately $7.0 
million for various charitable organizations such as Boys & Girls Clubs of Canada, Operation Wish and Operation Enfant 
Solei I through a variety of events and initiatives. 

d. Outlook 

As Canadians' needs in a shopping experienct: evolve, Sears Canada is focused on keeping pace with emerging trends and 
innovative delivery of products and services. and is reinvigorating its business to better serve and grow with its customers. 

As management continues to change the Company's traj cctory and estab I ish prominence and relevance with Canadians with in 
a continually changing retail landscape, Sears Canada is setting and prioritizing strategic initiatives that support three key 
strategic initiatives: Increase Revenue. Operate Profitably and Maintain a Strong Balance Sheet. 

Although management believes that Sears will achieve its long-term goal of sustainable and profitable growth, there can be 
no assurance that the Company will successfully implement the initiatives or whether such initiatives will yield the expected 
results. For a discussion of the risks and unce1iainties inherent in the Company's business. refer to Section I 0 "Risks and 
Unce1tainties". 

e. Use of Non-IFRS Measures, Measures of Operating Performance and Reconciliation of Net Earnings (Loss) to 
Adjusted EBITDA 
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The Company's Consolidated Financial Statements for Fiscal2015 are prepared in accordance with IFRS. Management uses 
IFRS, non-IFRS and operating performance measures as key performance indicators to better assess the Company's 
underlying performance and provides this additional information in this MD&A. 

Total same store sales is a measure of operating performance used by management, the retail industry and investors to compare 
retail operations, excluding the impact of store openings and closures. Total same store sales represents merchandise sales 
generated through operations in the Company's Full-line, Sears Home, Hometown, Outlet and Corbeil stores that were 
continuously open during both of the periods being compared. Core Retail same store sales represents merchandise sales 
generated through operations in the Company's Full-line and Sears Home stores (and exclude Hometown, Outlet and Corbeil, 
which are considered non-Core), that were continuously open during both of the periods being compared. More specifically, 
the same store sales metric compares the same calendar weeks for each period and represents the 13 and 52-week periods 
ended January 30,2016 and January 31,2015. The calculation of same store sales is a perfonnance metric and may be 
impacted by store space expansion and contraction. The same store sales metric exclude the Direct channel. 

A reconciliation of the Company's total merchandising revenue to total same store sales is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions) 2015 2014 2015 2014 

Total merchandising revenue $ 887.6 $ 972.5 $ 3,145.7 $ 3,420.5 

Non-comparable sales 194.1 231.3 708.5 814.2 

Total same store sales 693.5 741.2 2,437.2 2,606.3 

Percentage change in total same store sales (1.6)% (9.1)% (2.3)% (8.3)% 

Percentage change in total same store sales by category 

Apparel & Accessories 0.4% (10.7)% (4.6)% (6.2)% 

Home & Hardlines (3.5)% (8.0)% (0.7)% (10.3)% 

Percentage change in Core Retail same store sales (0.8)% (9.8)% (0.6)% (9.2)% 

Percentage change in Core Retail same store sales by category 

Apparel & Accessories 2.9% (11.2)% (1.5)% (6.9)% 

Home & Hardlines (5.1)% (8.2)% -
0/o (11.3)% 

Adjusted EBITDA is a non-JFRS measure and excludes finance costs, interest income, income tax expense or recovery, 
depreciation and amortization and income or expenses of a non-recurring, unusual or one-time nature. Adjusted EBJTDA is 
a measure used by management, the retail industry and investors as an indicator of the Company's operating performance, 
ability to incur and service debt, and as a valuation metric. The Company uses Adjusted EBITDA to evaluate the operating 
performance of its business as well as an executive compensation metric. While Adjusted EBJTDA is a non-I FRS measure, 
management believes that it is an important indicator of operating performance because it excludes the effect of financing 
and investing activities by eliminating the effects of interest and depreciation and removes the impact of certain non-recurring 
items that are not indicative of our ongoing operating performance. Therefore, management believes Adjusted EBITDA gives 
investors greater transparency in assessing the Company's results of operations. 
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A reconciliation of the Company's net earnings (loss) to Adjusted EBITDA is outlined m the following table: 

Fourth Quarter Fiscal 

(in CAD millions, except per share amounts) 2015 2014 2015 2014 

Net earnings (loss) $ 30.9 $ (123.6) $ (67.9) $ (338.8) 

Transformation expense1 9.7 0.3 16.5 19.8 

Gain on termination of credit card arrangemene (170.7) (170.7) 

Gain on sale and leaseback transactions3 (67.2) 

Gain on settlement of retirement benefits4 (5.1) (I 0.6) 

Gain on sale of interest in joint arrangements5 (35.1) 

Other asset impairment6 74.6 99.3 74.6 115.0 

Warehouse (impairment reversal) impairmene (11.3) (11.3) 44.4 

TBI costs8 6.4 

Environmental remediation costs for assets held for sale9 3.2 3.2 

SHS warranty and other costs 10 3.1 9.7 

Goodwill impainnent11 2.6 

Lease exit costs 12 4.1 

Depreciation and ammiization expense 11.1 23.2 48.4 89.3 

Finance costs (recovery) 2.1 (4.7) 9.7 1.0 

Interest income (0.3) (0.6) (2.3) (2.6) 

Income tax (recove1y) expense (0.5) (25.8) 5.2 (21.2) 

Adjusted EBITDA , $ (51.2) $ (28.8) $ (160.5) $ (122.4) 

Basic net earnings (loss) per share $ 0.30 $ ( 1.21) $ (0.67) $ (3.32) 

JU 

JJ 

10 

13 

Tran.~{ormatim1 expense duri11g 20/5 and 20 I -1 n.!laN!S primarily to se1·erance co.\·ts incurrt!d lluring thf! period. 1/wse costs are included in '',\'ell in[!,, ad111inistrath·e 
and other expenses" inthf! ( 'ompa!~v·.\. ( 'onsolidated Financial ,\'tatementsfor Fiscal 2015. 

Gain 011/ermination <?f crr!dif card arrangt!mem reprt!sents the net Rain 011/he sale qfJPAIOI"[!,G/1 ( 'lwse's por(fh/io l!{ credit card accounts am/ related receh·ahlt!s 
related to the ,\'ears credit card and Sears N/asten.:ard during 2015, clescrihed in Note 2H "Gain on termination t!f crf!dit card arrm1!f,f!111r!11t" in the ( 'ompw~v·s 
( 'onsolhlatf!d Financial ,\'fatf!JJlf!nts.fiw Fiscal 2015. 

Uain on sale amlleasehack transactions Jvpre.\'f!nts the net gain related to selling and leasing hack certain p!Vperties mrned l~v the ( 'omp01~1·loc.:ated in Burnal~l~ 
British ( 'olumhia, ( 'hillhrack, British ( 'olumhia and ( 'a/gar:t: A/her/a durin[!. Q2 2015. df!s,·rihed in Note 27 "(Jain on sail! and lease hack trunsactions" in the 
( 'ompany's ( 'onsolidated Financial ~)'tatemf!ntsfi.Jr Fiscal 20/5. 

Gain 011 sf!lllement (~{retirement hene.flts rf!/ates to the se/1/r!mellf c?(rf!tireuu.!nt hf!Jlf.!,{ils l~feli!f,ihle memhf!r.\· cm·f!red wu/f!r the non-pension retireme/11 plan during Ql 
2015 and (}2 201./, dc!scrihf!d in Note 20 "Retirf!I1U!I1f heneflt plans .. in the Company's Consolidated Financial Statements for Fiscal 2015. 

Uain on sale t?lintc~rl!st injoiJII arrangements represe111s the gain associatedll'ith sell ill!!, the ( 'om1m1~1·'s interest in certain properties co-m1'11ed lf'itll h·m1lwJ 
( 'amhricl!f,f! during 20 I./, ch~scrihed in Note II ".Joint arrangements" in the ( 'ompm~v :\· ( 'onwlidated Financial ,\'tatementsfor Fisca/10 15. 

Othf!r asset impairment represents the chargf! related to l1Titing doll'nthe carJJ'ing 1'alue ~lthf! proper~v, plant ami eqmjnnent and intangih/es ~{"certain cash 
generating unit,\· during 2015 and 201./, descrihf!d in Note 9 "Proper~v. plant and equipment ami im·estment properties" and Note 10 ·'(]ovdwi/1 and intangih!e m·sets" 
in thf! Company's Con.mlidated Financial Statement.~ for Fiscal2015. 

Ware/muse (impairment re,·er.\·a/) impairme!nt represents the partial rerf!l:\·al during{}./ 2015 l~{ the charge related tv writing dmrn the carrying ,·aluf.! l!l the proper~r. 
pla111 a~ull!quipment t!f the Aiontrealwarehvuse durin?, (}3 201./ to fair ,·alue less co.\·ts to sell. 1'l1e re1·ersal durin/!,(}./ 2015 is net l?{the charge related to writing 
dmni the carrying ,·a/ue l?lthe proper~1·. plant am/ equipmel1f l~{the Broad Street Logistics Cemre located in Regiuatofairl'alue less costs to sell descrihed in Note 9 
"Propf!r~v. plant ami equipment ami inrestment propertif!s" and Note 2Y "Assets dass[fled as heldfor sale" in the ( 'ompm~v 's ( 'onsolidated Financial Statemews.fbr 
Fiscal 20/5. 

TBI costs represellf the estimated costs to the ( 'ompa1~\' related to li·a,·e/Bram/.o; Inc. (a licensee of the Compm~l~.flling/hr creditor protection durin!!,Q11015, 
descrihed in Note I./ "Financial instnmlf!ll/s" in the (~ompany 's ('onsolidated Financial ,",'tatememsfor Fiscal 20/5. 

/;'nrironmeutal J"f!/11ediation costs for assets heldfvr sale Jvlate to f!Stimated costs l"f!ljllired to reston! the !'ark Street l.ogistics ('entre located in Regina, in order to sell 
the asset. l11ese co.\·ts aJ"f! included in "Selling, administralil'e and other expenses .. in thf! ( 'mupm~v's ( 'onsolidated Finam:ial Statf!mf!ntsfor Fiscal1015. 

SHS warran~r and othf!r costs represent thf! estimated costs to thf! ( 'ompw~l' related 10 pote/1/ia/ claimsfdr work that had he en peJ.fi.Jrmed, prior to SHS Sf!JTices 
Aianagemf!m Inc. (a former licensee uflhe ( 'ompan.1~ annmmcing i111·as in receil·el:\·hip, descrihed in Note I./ "Financial instrumf!nts" in tile ( 'vmpcn~r 's ( 'onsolidated 
Financial Statr!memsfi.Jr Fiscal 2015. 

Goodll'ill impairment represents the c:hm:!!C! rf!latf!d to the 1rrite-l?{ll~lgooc/1f'il/ related to the ( 'orhe!il cash genf!rating unit during (}1 201-1, descrihed inlVotf! 10 
"Uomhrillancl intangih!f! us.w.!ls .. in the ( 'ompm~r 's ( 'onsolidated fri'naucial Statements for Fiscal 20/5. 

!~ease exit costs relate primarily to costs incurred to exit cf!rtain properties during 201./. l11ese costs lf'erc' included in ··selling, administrath·e and other l!xpenses ., in 
the ( 'ompm~v 's ( 'onsolidated Financial Statementsfor Fisca/10 15. 

Adjustc'd HB/l1JA is a IIU!asurf! used hy managf!ment, the retail industry am/ im·estor.\· as an indicator C?llhe ( 'ompm~v 's operatingpel.fOrllumo.!, ahili~F to incur and 
Sf!l1'ice deh1. and m· a ,·alum ion metric . .-J,(iusted EBIT/JA is a 11011-11·1?S measure. 

Adjusted EBJTDA and total same store sale metrics do not have any standardized meaning prescribed by JFRS and therefore 
may not be comparable to similar measures presented by other reporting issuers. Adjusted EBITDA and total same store 
sales metrics should not be considered in isolation or as alternatives to measures prepared in accordance with JFRS. 
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f. Consolidated Financial Results 

Fiscal 

% Chg 2015 
(in CAD millions) 2015 VS 2014 2014 

Revenue $ 3,145.7 (8.1)% $ 3,424.5 

Cost of goods and services sold 2,145.9 (7.0)% 2,308.0 

Selling, administrative and other expenses 1,298.1 (14.8)% 1,523.8 

Operating loss (298.3) 26.8% (407.3) 

Gain on sales and leaseback transactions 67.2 100.0% 

Gain on termination of credit card arrangement 170.7 100.0% 

Gain on sale of interest in joint arrangements (100.0)% 35.1 

Gain on settlement of retirement benefits 5.1 (51.9)% 10.6 

Finance costs 9.7 870.0% 1.0 

Interest income 2.3 (11.5)% 2.6 

Loss before income taxes (62.7) 82.6% (360.0) 

Income tax (expense) recovery (5.2) (124.5)% 21.2 

Net loss $ (67.9) 80.0%$ (338.8) 

2015 compared with 2014- Total revenue in Fiscal 2015 decreased by 8.1% to $3,145.7 million compared to $3,424.5 
million during the same period in Fiscal 2014. Total same store sales decreased by 2.3%, while same store sales in Core 
Retail stores decreased by only 0.6% in Fiscal20 15 compared to Fisca120 14. A significant part of the same store sales decline 
was due to the reduction of certain brands in cosmetics, weak perfonnance in outdoor power equipment (where sales of snow 
throwers were heavily impacted by unseasonably warm weather, and sales of lawn equipment were heavily impacted by 
unseasonably cool weather) and electronics, a merchandise category which the Company has almost completely exited. 
Excluding these categories, total same store sales would have decreased by only 0.1 %, and same store sales in Core retail 
stores would have increased by 1.6%. The balance of the decrease was primarily attributable to closed stores and lower sales 
in the Direct channel. The revenue in Fiscal 2015 relating to Home & Hardlines decreased by $123.8 million, or 7.7%, 
compared to the same period in Fiscal20 14, primarily due to sales volume declines in home decor, CA WP, fitness & recreation, 
toys, seasonal merchandise, electronics and major appliances, partially offset by increased sales in home furnishings. Included 
in the total revenue decrease in Fiscal 2015 for Home & Hardlines was the effect of store closures during and subsequent to 
Fiscal2014, which negatively impacted revenue by $74.9 million. Total same store sales in Home & Hardlines decreased 
by 0.7% while same store sales in Home & Hardlines in Core Retail stores remained consistent compared to Fiscal2014. 
Excluding the impact of the decline in outdoor power equipment and electronics for the reasons noted above, same store 
sales in Home & Hardlines in Core Retail stores increased by 2.9%. The revenue in Fiscal 2015 relating to Apparel & 
Accessories decreased by $106.1 million, or 8. 7%, compared to Fiscal 2014, primarily due to sales declines in all product 
categories. Included in the total revenue decrease in Fiscal 2015 for Apparel & Accessories was the effect of store closures 
during and subsequent to Fisca120 14, which negatively impacted revenue by $33.4 million. Total same store sales in Apparel 
& Accessories decreased by 4.6% while same store sales in Apparel & Accessories in Core Retail stores decreased by only 
1.5% in Fisca12015 compared to Fiscal2014. Excluding the impact of the decline in cosmetics for the reason noted above, 
same store sales in Apparel & Accessories in Core Retail stores in Fiscal2015 was comparable to Fiscal2014. Services and 
other revenue decreased by $29.2 million or 10.6%, compared to Fiscal 2014, primarily due to reduced shipping fees on 
sales to customers through our Direct channel, reduced sales of extended warranty service contracts and the loss of rental 
revenue from the sale of shopping centre joint arrangements in Fiscal 2014. Commission and licensee revenue decreased by 
$21.2 million, or 16.4%, compared to Fiscal20 14, primarily due to reduced revenues after the termination of the credit card 
marketing and servicing agreement with JPMorgan Chase in November 2015. Included in the total revenue decrease for 
Fiscal2015 described above, was a decrease in our Direct channel of$98.0 million compared to Fiscal2014, primarily due 
to a reduction in catalogues, pages within recurring catalogues and distribution, as well as shift in timing of distribution. 

Total revenue recognized fi·om points redemption under the loyalty program in Fiscal 2015 was $45.6 million (Fiscal 2014: 
$50.9 million) and total revenue deferred related to points issuances was $44.5 million (Fiscal 2014: $50.5 million). Total 
revenue recognized in Fiscal 2015 for unredeemed points (by exclusion from deferral in the loyalty point redemption rate) 
decreased to $9.4 million (Fiscal20 14: $11.0 million). The decreases in Fiscal20 15 were primarily due to less points issued 
and redeemed compared to Fiscal 2014. 
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Cost of goods and services sold was 7.0% lower in Fiscal20 15 compared to Fiscal20 14. The decrease was primarily attributable 
to lower sales volumes which included the effect of store closures during and subsequent to Fiscal 2014, partially offset by 
the weakening Canadian dollar compared to the U.S. dollar, which negatively impacted Fiscal 2015 by $73.7 million. 

The Company's gross margin rate was 31.8% in Fiscal2015 compared to 32.6% in Fisca12014. The decrease in the gross 
margin rate in Fiscal 2015 was primarily attributable to reduced margins in home decor, home furnishings, CAWP, seasonal 
merchandise, ranges, microwave, laundry, refrigerators, women's apparel and footwear, partially offset by increased margins 
in fitness & recreation, floorcare, sewing, children's wear and men's wear. Excluding the negative impact of the weakening 
Canadian dollar in Fiscal 2015, the gross margin rate would have improved by 150 bps (34.1% in Fiscal 2015 compared to 
32.6% in Fiscal2014). The Company has an active program in place to respond to the effects of the weaker Canadian dollar. 
The Company continues to maintain its foreign exchange hedging programs and operating processes to manage the impact 
of future volatility in the exchange rate. These programs and processes are expected to continue to partially mitigate foreign 
exchange risk in 2016. The gross margin rate for Fiscal20 15 was also impacted by the termination of the credit card marketing 
and servicing agreement with JPMorgan Chase which reduced the gross margin rate by 70 basis points. 

Selling, administrative and other expenses, including depreciation and amortization expense, decreased by $225.7 million 
or 14.8% to $1,298.1 million in Fiscal 2015 compared to Fisca12014. Excluding transformation expenses of$16.5 million 
in Fiscal2015 (Fisca120J4: $19.8 million), impairment charges and other non-recurring items in Fiscal2015 and Fiscal 
2014 as shown in the reconciliation of the Company's net earnings (loss) to Adjusted EBITDA in Section I.e. "Use ofNon
IFRS Measures, Measures of Operating Performance and Reconciliation of Net Earnings (Loss) to Adjusted EBITDA", 
selling, administrative and other expenses decreased by $119.5 million or 9.0%, in Fiscal 2015 compared to Fiscal 2014. 
The decrease in expenses, excluding non-recurring items, was primarily attributable to lower spending on advertising and 
payroll, as well as lower depreciation expenses.Advertising expense decreased primarily due to reductions in retail advertising 
and catalogue pages. Payroll expense decreased primarily due to a reduced number of employees, as a result of store closures 
and transformation actions in Fiscal 2015 and Fiscal 2014. 

Depreciation and amortization expense in Fiscal2015 decreased by $40.9 million to $48.4 million compared to Fiscal2014, 
primarily due to the impairment of certain assets in Fiscal 2014 and the completion of the sale and leaseback transactions 
during Fiscal 2015 (see Note 27 "Gain on sale and leaseback transactions"of the Notes to the Consolidated Financial 
Statements for Fiscal 2015 for additional information). The Company regularly monitors the business for indicators of 
impairment, and assesses the potential impact to the carrying value of our assets on a quarterly basis. See Note 9 "Property, 
plant and equipment and investment properties", Note I 0 "Goodwill and intangible assets" and Note 29 "Assets classified 
as held for sale" of the Notes to the Consolidated Financial Statements for Fiscal 2015 for additional information regarding 
impairment costs. 

During Q2 2015, the Company completed the sale and leaseback of three properties to Concord Pacific Group of Companies 
("Concord") as previously announced on March II, 2015, for net proceeds of $130.0 million ($140.0 million of total 
consideration less $1 0.0 million of adjustments). The land and building sold for each property had a total net carrying value 
of approximately $53.1 million previously included in "Property, plant and equipment" in the Consolidated Statements of 
Financial Position. The total gain on the sale and lea.seback transactions was $76.9 million, $67.2 million of which was 
recognized immediately in the Consolidated Statements ofNet Loss and Comprehensive Loss. The remaining $9.7 million 
of the gain was deferred and is being amortized between four to seven years as a reduction in rent expense, included in 
"Selling, administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. See Note 
27 "Gain on sale and leaseback transactions" in the Notes to the Consolidated Financial Statements for Fiscal 2015 for 
additional infonnation. 

Finance costs in Fiscal 20 I 5 increased by $8.7 million to $9.7 million compared to Fiscal 2014, primarily attributable to the 
interest expense on income tax assessments and reassessments for the current and prior years of $3.4 million (Fiscal 2014: 
interest recovery of $6.5 million on income tax reassessments for prior years), partially offset by lower commitment fees 
related to our Amended Credit Facility (as defined in Section 2 "Consolidated Financial Position, Liquidity and Capital 
Resources"). 

Interest income in Fiscal20 15 of$2.3 million was comparable to interest income in Fiscal2014, and included refund interest 
on net cash income tax receipts of$1.1 million (2014: $0.1 million) 

Income tax expense in Fiscal2015 increased by $26.4 million to $5.2 million compared to an income tax recovery of$21.2 
million in Fiscal 2014, primarily attributable to the non-recognition of deferred tax assets of $56.7 million in Fiscal 2015, 
partially offset by lower losses. The income tax recovery in Fiscal 2014 included the cany back of losses generated by the 
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Company in Fiscal 2014, to recover incomes taxes paid related to Fiscal 2013, and settlements reached for fiscal years 2006 
to 2008, as described in Note 22 "Income taxes" of the Notes to the Consolidated Financial Statements for Fiscal20 15. 

Adjusted EBITDA in Fiscal2015 was a Joss of$160.5 million compared to a loss of$122.4 million in Fiscal20 14, an increase 
of$38.1 million. Adjusted EBITDA was negatively impacted by $71.9 million due to the weakening Canadian dollar compared 
to the U.S. dollar, $27.8 million due to reduced revenues and incremental expenses incuned after the termination ofthe credit 
card marketing and servicing agreement with JPMorgan Chase, S l 0.8 million of costs incuned to update and modernize the 
Company's loyalty program, $5.4 million in restructuring costs and the loss of $2.1 million in rental income from the sale 
of shopping centre joint arrangements. These negative impacts were pa11ially offset by an increase of $25.7 million related 
to the closure ofunderperforming stores during and subsequent to Fiscal 2014 and a decrease of$5.9 million in loyalty point 
redemptions. Excluding the impact of these items, Adjusted EBITDA for Fiscal 2015 improved by $48.3 million compared 
to Fiscal20 14. The programs and processes discussed above to counter the impact of the weaker Canadian dollar are expected 
to continue to partially mitigate foreign exchange risk for 2016. Adjusted EBITDA is a non-IFRS measure. 

g. Fourth Qt~~uier Results 

(in CAD millions) 

Revenue 

Cost of goods and services sold 

Selling, administrative and other expenses 

Operating loss 

Gain on termination of credit card arrangement 

Finance costs (recovery) 

Interest income 

Earnings (loss) before income taxes 

Income tax recovel)' 

Net eamings (loss) 

2015 

$ 887.6 

632.5 

393.6 

(138.5) 

170.7 

2.1 

0.3 

30.4 

0.5 

$ 30.9 

Fourth Quarter 

% Chg 2015 
vs 2014 2014 

(8.7)% $ 972.5 

(6.6)% 676.9 

( 12.6 )%l 450.3 

10.5% (154.7) 

100.0% 

144.7 ~0 (4.7) 

(50.0)% 0.6 

120.3 ~0 (149.4) 

(98.1)% 25.8 

125.0% $ ( 123.6) 

Q4 2015 compared with Q4 2014- Total revenue in 04 2015 decreased by 8.7% to $887.6 million compared to $972.5 
million in 04 2014. Total same store sales declined by 1.6%, while same store sales in Core Retail stores decreased by only 
0.8% in 04 2015 compared to 04 2014. A significant part of the same store sales decline was due to the reduction of certain 
brands in cosmetics, weak performance in outdoor power equipment (where sales of snow throwers were heavily impacted 
by unseasonably warm weather) and electronics, a merchandise category which the Company has largely exited. Excluding 
these categories, same store sales would have increased by 1.0%, and same store sales in Core retail stores would have 
increased by 1.7%. The revenue in 04 2015 relating to Home & Hardlines decreased by $54.8 million, or 12.2%, compared 
to 04 2014, primarily due to sales volume declines in all product categories. Included in the total revenue decrease in 04 
2015 for Home & Hard lines was the effect of store closures subsequent to the end of 04 2014, which negatively impacted 
revenue by $27.0 million. Total same store sales in Home & Hard lines decreased by 3.5% and same store sales in Home & 
Hard lines in Core Retail stores decreased by 5.1% in 04 2015 compared to 04 20 I 4. Excluding the impact of declines in 
outdoor power equipment and electronics for the reasons noted above. same store sales in Home & Hard lines in Core Retail 
stores decreased by only I .7%. The revenue in 04 2015 relating to Apparel & Accessories decreased by $13.8 million, or 
3.6% compared to 04 20 I 4. primarily due to sales volume declines in women's apparel. cosmetics & personal care.jewellet)'. 
accessories & luggage, footwear and women's intimates. partially offset by increased sales in children's wear. Included in 
the total revenue decrease in 04 2015 for Apparel & Accessories was the effect of the store closures subsequent to the end 
of 04 2014, which negatively impacted revenue by $9.7 million. Total same store sales in Apparel & Accessories increased 
by 0.4% and same store sales in Apparel & Accessories in Core Retail stores increased by 2. 90,·(, in 04 2015 compared to 04 
2014. Excluding the impact of the decline in cosmetics for the reason noted above, same store sales in Apparel & Accessories 
in Core Retail stores increased by 4. 7%. Included in the total revenue decrease in 04 2015 was a decrease in Commission 
and licensee revenue of$21.7million, or 6 I .1 %, compared to 04 20 I 4, primarily due to reduced revenues after thetennination 
of the credit card marketing and servicing agreement with JPMorgan Chase in November 2015. Refer to Note 28 "Gain on 
termination of credit card arrangement" of the Notes to the Consolidated Financial Statements for Fiscal20 15 tor additional 
information. Also included in the total revenue decrease in 04 2015 described above, was a decrease in our Direct channel 
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of $34.5 million compared to Q4 2014, primarily due to a reduction in catalogues, pages within recurring catalogues and 
distribution, as well as shift in timing of distribution. 

Total revenue recognized from points redemption under the loyalty program in Q4 2015 was $2.1 million (Q4 2014: $14.8 
million) and total revenue deferred related to points issuances in Q4 2015 was $5.2 million (Q4 2014: $13.9 million). Total 
revenue recognized in Q4 2015 for unredeemed points (by exclusion from deferral in the loyalty point redemption rate) 
decreased to $1.0 million (Q4 2014: $3.1 million). The decreases in Q4 2015 were primarily due to less points issued and 
redeemed compared to Q4 2014. 

Cost of goods and services sold was 6.6% lower in Q4 2015 compared to Q4 2014. This decrease was primarily attributable 
to lower sales volumes which included the impact of store closures subsequent to the end of Q4 2014, partially offset by the 
weakening Canadian dollar compared to the U.S. dollar, which negatively impacted Q4 2015 by $20.3 million. 

The Company's gross margin rate was 28.7% in Q4 2015 compared to 30.4% in Q4 2014. The decrease in the gross margin 
rate was due primarily to reduced margin in all product categories in Home & Hardlines, and Apparel & Accessories. Excluding 
the negative impact of the weakening Canadian dollar in Fiscal 2015, the gross margin rate would have improved by 60 bps 
compared to Q4 2014 (31.0% in Q4 2015 compared to 30.4% in Q4 2014). The Company has an active program in place to 
respond to the effects of the weaker Canadian dollar. The Company continues to maintain its foreign exchange hedging 
programs and operating processes to manage the impact of future volatility in the exchange rate. These programs and processes 
are expected to continue to partially mitigate foreign exchange risk in 2016. The gross margin rate for Q4 2015 was also 
impacted by the termination of the credit card marketing and servicing agreement with JPMorgan Chase which reduced the 
gross margin rate by 230 basis points. 

Selling, administrative and other expenses, including depreciation and amortization expense decreased by $56.7 million or 
12.6% to $393.6 million in Q4 2015 compared to Q4 2014. Excluding transformation expenses of$9.7 million in Q4 2015 
(Q4 2014: $0.3 million), impairment charges and other non-recurring items in Q4 2015 as shown in the reconciliation of the 
Company's net earnings (loss) to Adjusted EBITDA in Section I.e. "Use ofNon-IFRS Measures, Measures of Operating 
Performance and Reconciliation of Net Earnings (Loss) to Adjusted EBITDA", selling, administrative, and other expenses 
decreased by $30.2 million, or 8.7%, in Q4 2015 compared to Q4 2014. The decrease in expenses, excluding non-recurring 
items, was primarily attributable to lower spending on advertising and payroll, as well as lower depreciation expenses. 
Advertising expense decreased primarily due to reductions in retail advertising and catalogue pages. Payroll expense decreased 
primarily due to a reduced number of employees, as a result of store closures and transformation actions in Fiscal 20 I 5 and 
Fiscal 2014. 

Depreciation and amOiiization expense in Q4 2015 decreased by $12.1 million, compared to Q4 2014, primarily due to the 
impairment of certain assets in Fiscal 2014 and the completion of the sale and leaseback transactions during Fiscal 2015 (see 
Note 27 "Gain on sale and leaseback transactions" of the Notes to the Consolidated Financial Statements for Fiscal 2015 for 
additional information). The Company regularly monitors the business for indicators of impairment, and assesses the potential 
impact to the carrying value of our assets on a quarterly basis. See Note 9 "Property, plant and equipment and investment 
properties", Note 10 "Goodwill and intangible assets" and Note 29 "Assets classified as held for sa)e" of the Notes to the _ 
Consolidated Financial Statements for Fiscal 2015 for additional infonnation regarding impairment costs. 

Finance expense in Q4 2015 increased to $2. I million compared to finance recovery of $4.7 million in Q4 2014, primarily 
attributable to the interest expense on income tax assessments and reassessments for the current and prior years of $0.6 
million (Q4 2014: interest recovery of $6.4 million on income tax assessments for prior years). 

Interest income in Q4 2015 of $0.3 million was comparable to interest income in Q4 2014. 

Income tax recovery decreased to $0.5 million in Q4 2015 compared to $25.8 million in Q4 2014. The income tax recovery 
in Q4 2014 included the carry back oflosses generated by the Company in Fiscal 2014, to recover incomes taxes paid related 
to Fiscal 2013, and settlements reached for fiscal years 2006 to 2008. 

Adjusted EBITDA in Q4 2015 was a loss of$51.2 million, compared to a loss of$28.8 million in Q4 2014, an increase of 
$22.4 million. Adjusted EBITDA was negatively impacted by $18.8 million due to the weakening Canadian dollar compared 
to the U.S. dollar, $27.8 million due to reduced revenues and incremental expenses incurred after the termination of the credit 
card marketing and servicing agreement with JPMorgan Chase, $4.7 million of costs incurred to update and modernize the 
Company's loyalty program and $1.0 million in restructuring costs. These negative impacts were partially offset by an increase 
of $13.6 million related to the closure of underperforming stores subsequent to Q4 2014, and a decrease of $5.9 million in 
loyalty point redemptions. Excluding the impact of these items, Adjusted EBITDA for Q4 2015 improved by $10.4 million 
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compared to Q4 2014. The programs and processes discussed above to counter the impact of the weaker Canadian dollar are 
expected to continue to partially mitigate foreign exchange risk for 2016. Adjusted EBITDA is a non-IFRS measure. 

2. Consolidated Financial Position, Liquidity and Capital Resources 

Current assets as at January 30, 2016 were $1,133.7 million, which was $16.1 million lower than as atJanuary 31, 2015. 
The decrease was primarily due to a $91.3 million decrease in income taxes recoverable primarily due to refunds received 
related to fiscal years 2006 to 2008 and the carry back of losses generated by the Company during Fiscal 2014, a $13.6 
million decrease in accounts receivable primarily relating to the termination ofthe credit card arrangement with JPMorgan 
Chase. The decreases were partially offset by a $54.9 million increase in cash, a $23.4 million increase in inventory 
primarily due to increased inventory costs from the weakening of the Canadian dollar compared to the U.S. dollar and 
an $8.8 million increase in assets classified as held for sale due to the announcement of the future closure of Park Street 
Logistics Centre described in Note 29 "Assets classified as held for sale" of the Notes to the Consolidated Financial 
Statements for Fiscal 2015. 

Current liabilities as at January 30, 2016 were $590.7 million, which was $37.1 million lower than as at January 31, 
2015. The decrease was primarily due to a $26.7 million decrease in accounts payable and accrued liabilities primarily 
due to timing of payments for inventory receipts and expense reductions and a $12.9 million decrease in defeJTed revenue 
primarily related to reduced sales of gift cards, and a decrease in points issuances under the loyalty program. 

Inventories were $664.8 million as at January 30, 2016 compared to $641.4 million as at January 31, 2015. The $23.4 
million increase in the inventory balance is due to increased inventory costs from the weakening of the Canadian dollar 
compared to the U.S. dollar, partially offset by reduced inventory related to store closures. 

Total cash was $313.9 million as atJanuary 30, 2016, as compared to $259.0 million as at January 31, 2015. The increase 
of$54.9 million was primarily due to net proceeds received from the sale and leaseback transactions described in Note 
27 "Gain on sale and leaseback transactions" ofthe Notes to the Consolidated Financial Statements for Fiscal2015, 
proceeds from JPMorgan Chase arising on the sale of their portfolio of credit card accounts related to the Sears credit 
card and Sears Mastercard described in Note 28 "Gain on tennination of credit card arrangement" of the Notes to the 
Consolidated Financial Statements for Fiscal 2015, and income tax refunds related to the reassessment of the 2006 to 
2008 taxation years and the carry back of losses generated by the Company during Fiscal 2014. The impact of these 
increases was partially offset by cash used for operating activities and purchases of property, plant and equipment and 
intangible assets during Fiscal 2015. 

Total assets and liabilities as at the end of Fiscal 2015 and Fiscal 2014 are as follows: 

As at As at 

(inC AD millions) January 30, 2016 January 31,2015 

Total assets $ 1,633.2 $ 1,774.1 

Total liabilities $ 1,079.0 $ 1,203.3 

Total assets as at January 30,2016 decreased by $140.9 million to $1,633.2 million compared to $1,774.1 million as at 
January 31,2015, primarilyduetodecreases in property plant and equipmentof$123.5 million resulting from impairment 
of property, plant and equipment and intangible assets as well as the sale of assets to Concord and depreciation, decreases 
in income taxes recoverable of $91.3 million and accounts receivable of $13.6 million, partially offset by increases in 
cash of$54.9 million, inventories of$23.4 million, assets classified as held for sale of$8.8 million and intangible assets 
of $6.3 million primarily related to expenditures for upgrades to the Company's Information Technology ("IT") 
infi·astructure. 

Total liabilities as at January 30, 2016 decreased by $124.3 million to $1,079.0 million compared to $1,203.3 million as 
at January 31, 2015, primarily due to a decrease in the retirement benefit liability of $80.5 million resulting from the 
remeasurement of the defined benefit retirement plans, and contributions to these plans by the Company exceeding the 
retirement benefit plans expense for Fiscal 2015, described in Note 20 "Retirement benefits plans" of the Consolidated 
Financial Statements for Fiscal 2015. The decrease in total liabilities was also due to decreases in accounts payable and 
accrued liabilities of$26. 7 million, other taxes payable of$17.3 million and deferred revenue of $15.5 million, partially 
offset by an increase in provisions of $17.2 million. 
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Cash flow used for operating activities- Cash flow used for operating activities decreased by $63.I million in Fiscal 
20 I5 to $20 I.5 million, as compared to cash flow used for operating activities of $264.6 million in Fiscal 20 I4. The 
Company's primary source of operating cash flow is the sale of goods and services to customers and the primary use of 
cash in operating activities is the purchase of merchandise inventories. The decrease in cash used for operating activities 
was primarily attributable to a lower net loss, after adjusting for depreciation and amOitization expense, net impairment 
losses, gain on sale and leaseback transactions, gain on termination of credit card arrangement and the gain on sale of 
interest in joint arrangements. The decrease was also attributable to tax refunds received in Fiscal20 15 related to taxation 
years 2006 to 2008 and the carry back of losses generated by the Company in Fiscal 20 I4, partially offset by higher 
contributions to the retirement benefit plans. 

Cash flow generated from investing activities - Cash flow generated fi·om investing activities was $258.9 million in 
Fiscal 2015, as compared to cash flow generated from investing activities of $I8.9 million in Fiscal 2014. The increase 
of $240.0 million in cash generated from investing activities was primarily due to $I74.0 million of proceeds received 
from the termination of the credit card arrangement with JPMorgan Chase described in Note 28 "Gain on termination of 
credit card arrangement" of the Notes to the Consolidated Financial Statements for Fisca120I5, $I30.0 million of proceeds 
received from the sale and leaseback transactions in Fiscal 20I5, partially offset by purchases of property, plant and 
equipment and intangible assets of$45.4 million. Fiscal20 14 included $7I.7 million of proceeds from the sale of interest 
in joint arrangements described in the Note II "Joint arrangements" of the Consolidated Financial Statements for Fiscal 
20 15, partially offset by purchases of property, plant and equipment and intangible assets of $54.0 million. 

Cash flow used for financing activities- Cash flow used for financing activities decreased to $5.8 million in Fiscal 
20I5 compared to $II.O million in Fiscal 20I4, a decrease of$5.2 million. Fiscal 2014 financing activities included the 
repayment oflong-tenn obligations associated with the Company's interests in certain shopping centre joint arrangements 
that were disposed of during Fiscal 20 I4. 

Contractual Obligations 

Contractual obligations, including payments due over the next five fiscal years and thereafter, are shown in the following 
table: 

Contractual Cash Flow Maturities 

Canying Within I year to 3 years to Beyond 
(in CAD millions) Amount Total I year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 332.7 $ 332.7 $ 332.7 $ $ $ liabilities 

Finance lease obligations including 
payments due within one year1 24.2 30.2 5.6 10.0 8.7 

Operating lease obligations2 n/a 376.3 81.2 130.2 81.5 

Royalties2 n/a 15.9 3.4 7.2 5.3 

Purchase agreements2
•
4 n/a I3.4 I2.2 0.5 0.5 

Retirement benefit plans obligations3 326.9 65.6 20.2 39.3 5.9 

$ 683.8 $ 834.1 $ 455.3 $ 187.2 $ 101.9 $ 

( 'ash.flmr nwturith!s related to.fiucmce /ease ohligations, including paymems due 1rithin m1e yem; include amwa/ illlc?rest on finance /em·e ohli!f,alions at a 
lfeighte~d a1·erage rate c?f7.6%. 

Operating lease ohli!{ations, n~valties and certain purchase agree/lu!llls att.! notl'l!ported in the ( 'on.wlidah!d ,)'tatements ofFinam:ial Posilion 

5.9 

83.4 

0.2 

0.2 

89.7 

Payments are based 011 a.fimding 1·aluatfon as a/ /Jecemher 31, 20/3 wbich 1ras complete!d on June 30, 201-1. Af~l' oh/igation hc!ymu/20/9ll'ould he ha.w!d on a 
.fimcling ralualionlo he comple!ed as a1 /Jece!mher 3/, 20/6. 

('er!ain J'e!nclvrs l'C!lJUii'C! minimum purchase! commilmem/ere!ls m·er!he IC!rm c?{lhe ''011/tacl. A pori ion (?{lhese ohligalions are! inclucle!d in "( Jthe!r long-fe!nn 
/iahi/itie!s" in/he Consoliclu!e!d State!meufs of Finan,·ial Posilion. 

Retirement Benefit Plans 

The Company currently maintains a defined benefit registered pension plan and a defined contribution registered pension 
plan which covers eligible, regular full-time employees as well as some of its part-time employees. The defined benefit 
plan provides pensions based on length of service and final average earnings. In 'addition to a registered retirement savings 
plan, the pension plan includes a non-registered supplemental savings arrangement in respect to the defined benefit plan. 
The non-registered portion of the plan is maintained to enable ce1iain employees to continue saving for retirement in 
addition to the registered limit as prescribed by the Canada Revenue Agency. The Company also maintains a defined 
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benefit non-pension retirement plan which provides life insurance, medical and dental benefits to eligible retired 
employees through a health and welfare trust ("Other Benefits Plan"). Also provided for under the health and welfare 
trust are short-term disability payments for active employees. 

In Fiscal 2015, the Company's retirement benefit plan obligations decreased by $80.5 million to $326.9 million compared 
to Fiscal 2014 primarily due to an increase in the discount rate and contributions to the retirement benefit plans by the 
Company exceeding the retirement benefit plans expense for Fiscal 2015. 

In December 2013, the Company amended the early retirement provision of its defined benefit plan to eliminate a benefit 
for employees who voluntarily resign prior to age of retirement, with effect January I, 2015. In addition, the Company 
amended the defined benefit plan for improvements that increase portability of employee benefits, with effect March I, 
2014. In December 2013, the Company froze the benefits offered under the Other Benefits Plan to benefits levels as at 
January I, 2015. Refer to Note 20 "Retirement benefit plans" of the Notes to the Consolidated Financial Statements for 
Fiscal 2015 for more details. 

During Fiscal 2015 the Company made a voluntary offer to settle medical and dental benefits of eligible members covered 
under the Other Benefits Plan. The Company paid $4.0 million to settle acceptances from the Other Benefits plan offer 
and recorded a pre-tax gain on settlement of retirement benefits of $5.1 million ($5.4 million settlement gain less fees 
of $0.3 million) during Fiscal 2015 related to these offers as shown in the Consolidated Statements of Net Loss and 
Comprehensive Loss. This payment is included in "Retirement benefit plans contributions" in the Consolidated Statements 
of Cash Flows. To determine the settlement gain, the Other Benefits plan was remeasured as at the date of settlement, 
which also resulted in a $2.0 million increase to "Other comprehensive income (loss)" ("OCI"). 

During Fiscal 2014, the Company's defined benefit plan offered Jump sum settlements to those terminated employees 
who previously elected to defer the payment of the defined benefit pension until retirement. The accepted offers of$23.6 
million were settled by the end of October 2014. In addition, the Company made a voluntary offer to settle medical and 
dental benefits of eligible members covered under the Other Benefits Plan. The Company incurred expenses of $0.8 
million related to these offers, during 2014 and these expenses were included in "Selling, administrative and other 
expenses" in the Consolidated Statements ofNet Loss and Comprehensive Loss.Jn 2014, the Company paid $13.8 million 
to settle acceptances from the Other Benefits Plan offer included in "Retirement benefit plans contributions" in the 
Consolidated Statements of Cash Flows, and recorded a pre-tax gain on settlement of retirement benefits of$1 0.6 million 
($11.4 million settlement gain Jess fees of$0.8 million) related to these offers as shown in the Consolidated Statements 
of Net Loss and Comprehensive Loss. To determine the settlement gain, the Other Benefits plan was remeasured as at 
the date of settlement, which also resulted in a $2.7 million increase to OCJ. 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
January 31. The most recent actuarial valuation of the pension plan for funding purposes is dated December 31,2013, 
which was completed on June 30,2014. An actuarial valuation of the health and welfare obligations is performed at least 
every three years, with the last valuation completed as of January 31,2014. 

During Fiscal20 14, the Company changed the target asset allocation to 55-80% fixed income and 20-45% equity for the 
defined benefit registered pension plan. For the assets in the health and welfare trust, included in Other Benefit Plans, 
the asset allocation is I 00% fixed income. As at the end of Fiscal 2015 and 2014, the assets were in line with the target 
allocation range. The asset allocation may be changed from time to time in terms of weighting between fixed income, 
equity and other asset classes as well as within the asset classes themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the 
Company's funding policies and expected returns on various asset classes. To develop the expected long-term rate of 
return on assets assumption, the Company considered the historical returns and the future expectations for returns for 
each asset class, as well as the target asset allocation of the pension portfolio. 

Starting in 2016, the Corporation is refining the method used to estimate the interest components of the net periodic 
benefit cost for pension and other post retirement benefits. Previously, this cost was estimated utilizing a single weighted
average discount rate derived from the yield curve used to measure the defined benefit obligation at the beginning of the 
year. Under the refined method, we have elected to utilize a full yield curve approach in the estimation of these components 
by applying the specific spot rates along the yield curve used in the determination of the benefit obligation to the relevant 
projected cash flows. This change was made to provide a more precise measurement of interest costs by improving the 
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correlation between projected benefit cash flows to the corresponding spot yield curve rates. Differentiating in this way 
represents a refinement in the basis of estimation applied in prior periods. This change does not affect the measurement 
of the total defined benefit obligation recorded on the Consolidated Statement of Financial Position as at January 30, 
20 I 6 or any other period. This change is accounted for prospectively as a change in accounting estimate. 

Capital Resources 

The Company's capital expenditures, working capital needs, debt repayment and other financing needs are funded 
primarily through cash generated from operations and existing cash on hand. In selecting appropriate funding choices, 
the Company's objective is to manage its capital structure in such a way as to diversifY its funding sources, while 
minimizing its funding costs and risks. Sears expects to be able to satisfY all of its financing requirements through cash 
on hand, cash generated by operations and, if necessary, availability under the Company's credit facility as described 
below. The Company's cost of funding is affected by general economic conditions, including the overall interest rate 
environment, as well as the Company's financial performance, credit ratings and fluctuations of its credit spread over 
applicable reference rates. 

The Company's debt consisted of finance lease obligations. In September 2010, the Company entered into an $800.0 
million senior secured revolving credit facility (the "Credit Facility") with a syndicate oflenders with a maturity date of 
September I 0, 2015. On May 28, 20 I 4, the Company announced that it had extended the term of its Credit Facility (the 
"Amended Credit Facility") to May 28, 2019 and reduced the total credit limit to $300.0 million. The Amended Credit 
Facility is secured with a first lien on inventory and credit card receivables. The Company incurred additional transaction 
costs of $1.0 million in Fiscal 2014 related to the Amended Credit Facility. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base fonnula, up to a maximum 
availability of$300.0 million. Availability under the Amended Credit Facility was $120.1 million as at January 30, 2016 
after application of the pension deficit reserve (January 3 I, 2015: $260.7 million). In 2013, as a result of judicial 
developments relating to the priorities of pension liability relative to certain secured obligations, the Company provided 
additional security to the lenders by pledging certain real estate assets as collateral, thereby partially reducing the potential 
reserve amount the lenders could apply. As at January 30, 2016, six properties in Canada had been registered under the 
Amended Credit Facility. The reserve amount may increase or decrease in the future based on changes in estimated net 
pension deficits in the event of a wind-up, and based on the value of real estate assets pledged as additional collateral. 

The Amended Credit Facility contains covenants which are customary for facilities of this nature and the Company was 
in compliance with all covenants as at January 30, 2016. 

As at January 30, 2016, the Company had no borrowings on the Amended Credit Facility and had unamortized transaction 
costs associated with the Amended Credit Facility of$3.2 million included in "Other Iong-tenn assets" in the Consolidated 
Statements of Financial Position (January 31, 2015: no borrowings and unamortized transaction costs of $4.2 million 
included in "Other long-term assets"). In addition, the. Company had $63.3 million (January 31,2015: $39.3 million) of 
letters of credit outstanding againsttheAmended Credit Facility. These letters of credit cover various payment obligations. 
Interest on drawings under the Amended Credit Facility is determined based on bankers' acceptance rates for one to three 
month tenns or the prime rate plus a spread. Interest amounts on the Amended Credit Facility are due monthly and are 
added to principal amounts outstanding if not paid. 

As at January 30, 20 I 6, the Company had outstanding merchandise letters of credit of U.S. $4.8 million (January 3 I, 
2015: U.S. $6.9 million) used to support the Company's offshore merchandise purchasing program with restricted cash 
pledged as collateral. 

Upon completion of the sale and leaseback transactions with Concord, the Company was released from all previous 
agreements with Concord, and the demand mortgage and the demand mortgage for $25.0 million previously secured by 
the property in Bumaby, British Columbia, was discharged. 

3. Financial Instruments 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk 
consists of foreign exchange, interest rate risk, fuel price and natural gas price risk. See Note 14 "Financial instruments" 
of the Notes to the Consolidated Financial Statements for Fiscal 20 I 5 for additional information. 
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Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's 
counterparties to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash, accounts 
receivable and other long-term assets. 

Cash, accounts receivable, derivative instruments and investments included in other long-term assets totaling $381.2 
million as at January 30,2016 (January 31,2015: $340.5 million) expose the Company to credit risk should the borrower 
default on maturity of the instruments. The Company manages this exposure through policies that require borrowers to 
have a minimum credit rating of A, and limiting investments with individual borrowers at maximum levels based on 
credit rating. 

The Company is exposed to minimal credit risk from third parties as a result of ongoing credit evaluations and review 
of accounts receivable collectability. An allowance account included in "Accounts receivable, net" in the Consolidated 
Statements of Financial Position, totaled $6.0 million as at January 30, 2016 (January 31, 2015: $8.3 million). As at 
January 30, 2016, no individual party represented I 0% or more of the Company's net accounts receivable (January 31, 
2015: one party represented 11.0% of the Company's net accounts receivable). 

Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they come due. 
The Company actively maintains access to adequate funding sources to seek to ensure it has sufficient available funds 
to meet current and foreseeable financial requirements at a reasonable cost. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency 
exchange rates, interest rates and commodity prices. 

Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar 
denominated assets and liabilities and purchases of goods or services. As at January 30, 2016, there were forward contracts 
outstanding with a notional value of U.S. $168.0 million (January 31, 2015: U.S. $40.0 million) and a fair value of$6.6 
million included in "Derivative financial assets" (January 31,2015: $7.2 million included in "Derivative financial assets") 
in the Consolidated Statements of Financial Position. These derivative contracts have settlement dates extending to 
October 2016. The intrinsic value portion of these derivatives has been designated as a cash flow hedge for hedge 
accounting treatment under International Accounting Standards ("lAS") 39, Financial Instruments: Recognition and 
Measurement. These contracts· are intended to reduce the foreign exchange risk with respect to anticipated purchases of 
U.S. dollar denominated goods purchased for resale ("hedged item"). As at January 30, 2016, the designated portion of 
these hedges was considered effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements 
of Financial Position, the fair value of the contracts is included in "Derivative financial assets" or "Derivative financial 
liabilities", depending on the fair value, and classified as current or long-term, depending on the maturities of the 
outstanding contracts. Changes in the fair value of the designated portion of contracts are included in OCI for cash flow 
hedges, to the extent the designated portion of the hedges continues to be effective, with any ineffective portion included 
in "Cost of goods and services sold" in the Consolidated Statements of Net Loss and Comprehensive Loss. Amounts 
previously included in OCI are reclassified to "Cost of goods and services sold" in the same period in which the hedged 
item impacted net loss earnings. 

During Fiscal2015, the Company recorded a loss of$3.2 million (2014: loss of$5.0 million), in "Selling, administrative 
and other expenses" in the Consolidated Statements ofNet Loss and Comprehensive Loss, relating to the translation or 
settlement of U.S. dollar denominated monetary items consisting of cash, accounts receivable and accounts payable. 

The year end exchange rate was 0.714 U.S. dollars to one Canadian dollar. A 10% appreciation or depreciation of the 
U.S. dollar and/or the Canadian dollar exchange rate was determined to have an after-tax impact on net loss of $0.4 
million for U.S. dollar denominated balances included in cash and accounts payable. 
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Interest rate risk 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial 
assets and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Cash and other long-term assets, and borrowings under the Amended Credit Facility, when applicable, are subject to 
interest rate risk. The total subjectto interest rate risk as at January 30,2016 was a net asset of$315.2 million (January 31, 
2015: net asset of$260.3 million). An increase or decrease in interest rates-of25 basis points would cause an after-tax 
impact on net loss of $0.6 million for net assets subject to interest rate risk included in cash and other long-term assets 
at the end of Fiscal 2015. 

Fuel and natural gas price risk 

The Company entered into fuel and natural gas derivative contracts to manage the exposure to diesel fuel and natural 
gas prices and help mitigate volatility in cash flow for the transportation service business and utilities expense, respectively. 
As at January 30, 2016, the fixed to floating rate swap contracts outstanding had a notional volume of 2.4 million litres 
(January 31,2015:4.7 million litres) of diesel and nil gigajoules ("GJ") (January 31,2015:0.3 million GJ) of natural 
gas and a fair value ofless than $0.1 million (January 31, 2015: less than $0.1 million) combined in the Consolidated 
Statements of Financial Position. These derivative contracts have settlement dates extending to January 31, 2017 with 
monthly settlement of maturing contracts. 

4. Funding Costs 

The funding costs for the Company in Fiscal2015 and Fiscal2014 are outlined in the table below: 

(in CAD millions) 

Interest costs 

Total long-term obligations at end ofperiod 1 

Average long-term obligations for period2 

Long-tenn funding costs3 

Average rate oflong-term funding 

Includes current portion r?llong-lerm obligariofls. 

$ 

Fourth Quarter 

2015 2014 

24.2 $ 28.1 $ 

24.6 28.6 

0.4 0.5 

6.5% 7.0% 

Fiscal 

2015 

24.2 $ 

26.1 

1.9 

7.3% 

l'lu! are rage long-term oh!igalions is calculated as ana1·erage t?fthe opl!ning and ending balances as at each reporting date throughout the pt!riod. 

2014 

28.1 

31.0 

2.3 

7.4% 

Er~·lude:f .\·tandh_v.fee on the mw.\·ed portion of the Amended ( 'reclit Facili~l·. amorti=ation c~f deht issuance co.'its, accrethm 011lht! long-term portion t!fprm·isions. 
illleresl (rf!corered) accrued related to uncertain tax positions and sales tax asses.Hm!/11.\' 

See Section 2 "Consolidated Financial Position, Liquidity and Capital Resources" of this MD&A for a description of the 
Company's funding sources. 

5. Related Party Transactions 

As at March 17,2016, ESL Investments, Inc., and investment affiliates including EdwardS. Lampert, (collectively 
"ESL"), was the beneficial holder of 46,162,515 common shares, representing approximately 45.3%, of the Company's 
total outstanding common shares. Holdings was the beneficial holder of II ,962,391 common shares, representing 
approximately 11.7% of the Company's total outstanding common shares. 

On October 2, 2014, Holdings announced the commencement of a rights offering for 40 million common shares of the 
Company. Each holder of Holdings' common stock received one subscription right for each share of Holdings' common 
stock held as of the close of business on October 16, 2014, the record date for the rights offering. Each subscription right 
entitled the holder to purchase their pro rata portion of the Company's common shares being sold by Holdings in the 
rights offering at a price of$1 0.60 per share (U.S. $9.50 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 their pro rata 
portion of the rights in full in Fiscal 2014. 
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Transactions in the ordinary course of business between the Company and Holdings are recorded either at fair market 
value or the exchange amount, which was established and agreed to by the related parties. See Note 30 "Related party 
transactions" of the Notes to the Consolidated Financial Statements for Fisca120 15 for additional information regarding 
these related party transactions. 

Intangible Properties 

The Company has a license from Holdings to use the name "Sears" as part of its corporate name. The Company also has 
licenses from Holdings to use other brand names, including Kenmore®, Craftsman®, and DieHard®. The Company has 
established procedures to register and otherwise vigorously protect its intellectual property, including the protection of 
the Holdings trademarks used by the Company in Canada. 

Software Agreement 

The Company and Holdings are parties to an infonnation technology agreement for the sharing of information technology 
and software development, ownership and costs, which agreement, as amended October 7, 2014, terminated when 
Holdings ceased to control 50% of the voting power of Sears Canada, subject to a three year transition period. 

Import Services and Consulting Services 

Pursuant to an agreement between Holdings and the Company dated January I, 1995, Sears Canada utilizes the 
international merchandise purchasing services ofHoldings. Holdings may provide assistance to the Company with respect 
to monitoring and facilitating the production, inspection and delivery of imported merchandise and the payment to 
vendors. Sears Canada pays Holdings a fee based on a stipulated percentage of the value of the imported merchandise. 
In Fiscal 2015, Sears Canada paid $3.8 million to Holdings in connection with this agreement compared to $3.6 million 
in Fiscal2014. 

The Company and ESL are parties to an agreement where ESL will provide, when requested by the Company, investment, 
business and real estate consulting services to the Company. There will be no fees, expenses or disbursements payable 
by the Company to ESL for these services. 

Review and Approval 

Material related party transactions are reviewed by the Audit Committee of the Company's Board of Directors (the "Audit 
Committee"). The Audit Committee is responsible for pre-approving all related party transactions that have a value greater 
than $1.0 million. 

6. Sha•·eholders' Equity 

The only outstanding shares of the Company are common shares. The number of outstanding common shares at the end 
of Fiscal 2015 and Fiscal 20 14 are as follows: 

Outstanding common shares 

As at 
January 30, 2016 

101,877,662 

As at 
January 31, 2015 

101,877,662 

In Fisca12015, no common shares were issued (2014: no common shares were issued) with respect to the exercise of 
options pursuant to the Employees Stock Plan as all options expired on February I, 2014. Refer to Section 7 "Share 
Based Compensation" for additional infonnation. 

On May 22, 2013, the Toronto Stock Exchange ("TSX") accepted the Company's Notice oflntention to make a Normal 
Course Issuer Bid ("20 13 NCIB") and permitted the Company to purchase for cancellation its common shares. Purchases 
were allowed to commence on May 24, 2013 and were to be terminated by May 23, 2014. There were no share purchases 
made under the 2013 NCIB. The Company did not renew the Normal Course Issuer Bid subsequent to May 23, 2014. 

Prior to May 23, 2014, from time to time, when the Company did not possess material undisclosed information about 
itself or its securities, it entered into a pre-defined plan with a designated broker to allow for the repurchase of common 
shares at times when the Company ordinarily would not have been active in the market due to its own internal trading 
blackout periods, insider trading rules, or otherwise. Any such plans entered into with the Company's designated broker 
were adopted in accordance with the requirements of applicable Canadian securities laws. 
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As at March I 7, 20 I 6, there were I 0 I ,877,662 common shares outstanding. 

7. Share Based Compensation 

Restricted Share Unit Grant ("'RSU") 

On September I, 20 I 5, the Company approved the grant of 500,000 restricted share units ("RSUs") to an employee under 
an equity based compensation plan, vesting over three years on a tranche basis. This grant is to be settled in shares and 
is contingent upon shareholder approval at the Annual and Special Meeting of the Shareholders on April27, 2016, and 
if not approved, would result in cash payments over the next three years to this employee equivalent to the value of the 
RSUs had they been issued as determined at each vesting date. As at the end ofFiscal20 I 5, these payments are estimated 
to total approximately $3. I million. 

The Company granted restricted share units ("RSUs") to an employee in Fiscal20 I 4 under an equity-based compensation 
plan, which were forfeited in Fiscal2015. 

8. Accounting Policies and Estimates 

a. Critical Accounting Estimates 

In the application of the Company's accounting policies, management is required to make judgments, estimates and 
assumptions with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and underlying assumptions are based on historical experience and other factors that are considered to be 
relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods, if the revision affects both current 
and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting 
policies, key assumptions concerning the future and other key sources of estimation uncertainty that have the potential 
to materially impact the carrying amounts of assets and liabilities. 

8.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits 
of each claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted 
by internal and external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Loss and Comprehensive Loss. See Note I 6 "Provisions" of the Notes to the Consolidated Financial Statements for Fiscal 
20 I 5 for additional information. 

8.2 Jnventmy 

8. 2. I Obsolescence, valuation and inventory stock losses 

Inventory is written down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated 
based on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is 
estimated based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory 
count data. 

8.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is 
estimated based on historical data and current vendor agreements. 
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8.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in 
the cost of inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and 
a charge or credit to "Cost of goods and services sold" in the Consolidated Statements of Net Loss and Comprehensive 
Loss. See Note 7 "Inventories" of the Notes to the Consolidated Financial Statements for Fiscal 2015 for additional 
information. 

8.3 Impairment of property, plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to cash generating units ("CGU"). 
At the end of each reporting period, the carrying amounts of property, plant and equipment and intangible assets are 
assessed to determine ifthere is any evidence that an asset is impaired. Detennining ifthere are any facts and circumstances 
indicating impairment loss is a subjective process involving judgment and a number of estimates and assumptions. If 
there are such facts and circumstances, the recoverable amount of the asset is estimated. 

Assets that cannot be tested individually for impairment are grouped into the smallest group of assets that generates cash 
inflows through continued use that are largely independent of the cash inflows from other assets or groups of assets (cash 
generating unit or CGU). 

The recoverable amount of an asset or a CGU is the higher of its value in use and fair value less costs to sell. To determine 
value in use, expected future cash flows are discounted using a pre-tax rate that reflects current market assessments of 
the time value of money and the risks specific to the asset or CGU. In the process of measuring expected future cash 
flows, the Company makes assumptions about future operating profit. These assumptions relate to future events and 
circumstances. Although the assumptions are based on market information available at the time of the assessment, actual· 
results may vary. 

The Company's corporate and intangible assets do not generate separate cash flows. If there is evidence that a corporate 
or intangible asset is impaired, the recoverable amount is detennined for the CGU to which the corporate asset belongs. 
Impairments are recorded when the carrying amount of the CGU to which the corporate asset belongs is higher than its 
recoverable amount. 

Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Loss and Comprehensive Loss. See Note 9 "Property, plant and equipment and investment properties" 
Note I 0 "Goodwill and intangible assets" and Note 29 "Assets classified as held for sale" of the Notes to the Consolidated 
Financial Statements for Fiscal 2015 for additional information. 

8.4 Impairment of goodwill 

Determining whether goodwill was impaired required the Company to detennine the recoverable amount of the CGU to 
which the goodwill was allocated. To determine the recoverable amountofthe CGU, management was required to estimate 
its value by evaluating expected future cash flow using an appropriate growth rate, the estimated costs to sell and a 
suitable discount rate to calculate the value in use. See Note I 0 "Goodwill and intangible assets" of the Notes to the 
Consolidated Financial Statements for Fiscal 2015 for additional information. 

8.5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation 
rate, salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of 
Financial Position and a charge or credit to "Selling, administrative and other expenses" and OCI in the Consolidated 
Statements ofNet Loss and Comprehensive Loss. See Note 20 "Retirement benefit plans" of the Notes to the Consolidated 
Financial Statements for Fiscal 20 15 for additional information. 

8. 6 Loyalty program deferred revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized 
upon redemption of the points for merchandise. The redemption value of the points is estimated at the initial sale 
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transaction, based on historical behaviour and trends in redemption rates and redemption values, as well as an adjustment 
for the percentage of points that are expected to be converted to reward cards, but for which the likelihood of redemption 
is remote ("reward card breakage"). 

Changes in estimates may result in changes to "Deferred revenue" (current) on the Consolidated Statements ofFinancial 
Position and an increase or decrease to "Revenue" in the Consolidated Statements ofNet Loss and Comprehensive Loss. 
See Note 13 "Deferred revenue" of the Notes to the Consolidated Financial Statements for Fiscal 2015 for additional 
information. 

8. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar forward contracts are traded over-the-counter and give holders the 
right to buy a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. 
dollar forward contracts is estimated by discounting the difference between the contractual forward price and the current 
forward price for the residual maturity of the contract using a risk-free interest rate. The fair value of fuel swaps is based 
on counterparty confirmations tested for reasonableness by discounting estimated future cash flows derived from the 
terms and maturity of each contract using market fuel prices atthe measurement date. The Company is required to estimate 
various inputs which are used in these calculations that are a combination of quoted prices and observable market inputs. 
The fair values of derivatives include an adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the 
Consolidated Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, 
administrative and other expenses" or OCI in the Consolidated Statements of Net Loss and Comprehensive Loss. See 
Note 14 "Financial instruments" of the Notes to the Consolidated Financial Statements for Fiscal 2015 for additional 
information. 

8.8 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Cost of goods and services sold" or "Selling, administrative and other expenses" in 
the Consolidated Statements of Net Loss and Comprehensive Loss. See Note 16 "Provisions" of the Notes to the 
Consolidated Financial Statements for Fiscal 2015 for additional information. 

8. 9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception 
of the lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were 
evaluated based on certain significant assumptions including the discount rate, economic life of an asset, lease tenn and 
existence of a bargain renewal option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Current portion oflong
term obligations" and "Long-term obligations" on the Consolidated Statements of Financial Position and a charge or 
credit to "Selling, administrative and other expenses" and "Finance costs" in the Consolidated Statements of Net Loss 
and Comprehensive Loss. See Note 19 "Leasing arrangements" of the Notes to the Consolidated Financial Statements 
for Fiscal2015 for additional information. 

8.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company 
believes that its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax 
authorities. The Company applies judgment and routinely evaluates and provides for potentially unfavourable outcomes 
with respect to any tax audits. If the result of a tax audit materially differs from the existing provisions, the Company's 
effective tax rate and its net loss will be affected positively or negatively. The Company also uses judgment in assessing 
the likelihood that deferred income tax assets will be recovered from future taxable income by considering factors such 
as the reversal of deferred income tax liabilities, projected future taxable income, tax planning strategies and changes in 
tax laws. 
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Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Other 
long-term assets", "Income and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of 
Financial Position and a charge or credit to "Income tax (expense) recovery" in the Consolidated Statements ofNet Loss 
and Comprehensive Loss. See Note 22 "Income taxes" of the Notes to the Consolidated Financial Statements for Fiscal 
2015 for additional information. 

8.11 Gift Card 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by 
customers. The Company also recognizes income when the likelihood of redeeming the gift card is remote ("gift card 
breakage"). Gift card breakage is estimated based on historical redemption patterns. Changes in estimates of the 
redemption patterns may result in changes to "Deferred Revenue" (current) on the Consolidated Statements ofFinancial 
Position and an increase or decrease to "Revenue" in the Consolidated Statements ofNet Loss and Comprehensive Loss. 

8.12 Classification ofjoint arrangements 

The Company had classified its interests in real estate joint arrangements related to shopping centres as joint operations. 
In doing so, the Company determined that the decisions regarding relevant activities require unanimous consent of the 
parties sharing control. In the event of a dispute between parties sharing control of the joint arrangements, settlement 
occurs through unbiased arbitration, legal action, or a sale of the party's interestto the other party. The Company examined 
the legal structure, contractual arrangements and other relevant facts and circumstances for each joint arrangement and 
determined that it had rights to the assets and obligations to the liabilities of each joint arrangement. Therefore, the 
Company has determined that its real estate joint arrangements were joint operations and were recognized in accordance 
with the Company's interest in the assets, liabilities, revenues and expenses of these arrangements. See Note II "Joint 
arrangements" ofthe Notes to the Consolidated Financial Statements for Fiscal2015 for additional infonnation. 

b. Issued Standards Not Yet Adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the International 
Accounting Standards Board ("IASB") that the Company may be required to adopt in the future. Since the impact of a 
proposed standard may change during the review period, the Company does not comment publicly until the standard has 
been finalized and the effects have been determined. 

In January 2016, the IASB issued the following new standard: 

!FRS 16, Leases ("/FRS 16") 

I FRS 16 replaces lAS I 7, Leases. This standard will bring most leases on-balance sheet for lessees under a 
single model, eliminating the distinction between operating and financing leases. Lessor accounting remains 
largely unchanged and the distinction between operating and finance leases is retained. Adoption ofiFRS 16 is 
mandatory and wiii be effective for annual.periods beginning on or after January 1, 2019 with earlier adoption 
permitted. The Company is currently assessing the impact of adopting this standard on the Company's 
Consolidated Financial Statements and related note disclosures. 

In July 2014, the IASB issued the final publication of the following standard: 

!FRS 9, Financial Instruments ("!FRS 9 ") 

!FRS 9 replaces lAS 39, Financial Instruments: Recognition and Measurement. This standard establishes 
principles for the financial reporting of financial assets and financial liabilities that will present relevant and 
useful information to users of financial statements for their assessment of the amounts, timing and unce11ainty 
of an entity's future cash flows. This standard also includes a new general hedge accounting standard which 
will align hedge accounting more closely with risk management. It does not fully change the types of hedging 
relationships or the requirement to measure and recognize ineffectiveness, however, it will permit more hedging 
strategies that are used for risk management to quality for hedge accounting and introduce more judgment to 
assess the effectiveness of a hedging relationship. Adoption of I FRS 9 is mandatory and will be effective for 
annual periods beginning on or after January 1, 2018 with earlier adoption permitted. The Company is currently 
assessing the impact of adopting this standard on the Company's Consolidated Financial Statements and related 
note disclosures. 
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In May 2014, the IASB issued the following new standard: 

/FRS 15, Revenue from Contracts with Customers ("/FRS 15") 

IFRS 15 replaces lAS II, Construction Contracts, and lAS 18, Revenue, as well as various interpretations 
regarding revenue. This standard introduces a single model for recognizing revenue that applies to all contracts 
with customers, except for contracts that are within the scope of standards on leases, insurance and financial 
instruments. This standard also requires enhanced disclosures. Adoption of !FRS 15 is mandatory and will be 
effective for annual periods beginning on or after January 1, 2017, with earlier adoption permitted. The Company 
is currently assessing the impact of adopting this standard on the Company's Consolidated Financial Statements 
and related note disclosures. 

9. Disclosure Controls and Procedures 

Disclosure Controls and Procedures 

Management of the Company is responsible for establishing and maintaining a system of disclosure controls and 
procedures ("DC&P") that are designed to provide reasonable assurance that information required to be disclosed by the 
Company in its public disclosure documents, including its Annual and Interim MD&A, Annual and Interim Financial 
Statements, MPC and AIF is recorded, processed, summarized and reported within required time periods and includes 
controls and procedures designed to ensure that the information required to be disclosed by the Company in its public 
disclosure documents is accumulated and communicated to the Company's management, including the Executive 
Chainnan and Chief Financial Officer ("CFO"), to allow timely decisions regarding required DC&P. 

Management of the Company, including the Executive Chairman and CFO, has caused to be evaluated under their 
supervision, the Company's DC&P, and has concluded that the Company's DC&P was effective for the year ended 
January 30,2016. 

Internal Control over Financial Reporting 

Management of the Company is also responsible for establishing and maintaining adequate internal control over financial 
reporting to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with !FRS. 

Management of the Company, including the Executive Chairman and CFO, has caused to be evaluated the internal control 
over financial reporting and has concluded, based on that evaluation, that the Company's internal control over financial 
reporting was effective as at the fiscal year-end, being January 30, 2016. Additionally, Management of the Company 
evaluated whether there were changes in the internal control over financial reporting during Fiscal 2015 that have 
materially affected, or are reasonably likely to materially affect, the Company's internal control over financial reporting 
and has determined that no such changes occurred during this period. 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems 
that have been determined to have been designed effectively can only provide reasonable assurance with respect to 
financial reporting and financial statement preparation. 

10. Risks and Uncertainties 

Risks Relating to Our Business 

If the Company is unable to compete effectively in tlte highly competitive retail industry, the Company's business and 
, results of operations could be materially adversely affected. 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share. 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 the Company's competitors could have a material 
adverse effect on the Company's business, results of operations, and financial condition. 
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In order to stay competitive and relevant to our customers, the Company's strategic plan for 2016 is centered on three areas 
of focus: increase revenue, operate profitably and maintain a strong balance sheet. The achievement of strategic goals may 
be adversely affected by a wide range offactors, many of which are beyond the Company's control. The inability to execute 
and integrate strategic plans could have a negative impact on the Company's current operations, market reputation, customer 
satisfaction and financial position. The Company's ability to implement and achieve its long-term strategic objectives is 
dependent on the achievement of these strategic plans and initiatives. There can be no assurance that such plans and initiatives 
will yield the expected results, either of which could cause the Company to fall short in achieving financial objectives and 
long-range goals. 

Additional risk may arise when retailers carrying on business in Canada in competition with the Company engage in marketing 
activities which are not in full compliance with Canadian legal requirements regarding advertising and labeling rules and 
product quality standards. Such retailers may gain an unfair advantage and their activities may negatively affecttheCompany's 
business and results of operations. 

Due to the seasonality of the Company's business, the Company's results of operations would be adversely affected if the 
Company's business peiformed poorly in the fourth quarter or as a result of unseasonable weather patterns. 

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 behavior. Historically, the Company's 
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, the fourth quarter results of operations significantly impacts the Company's 
annual results of operations. The Company's fourth quarter results (of operations may fluctuate significantly based on many 
factors, including holiday spending patterns and weather conditions. In addition, the Company offers many seasonal goods 
and services. The Company establishes budgeted inventory levels and promotional activity in accordance with its strategic 
initiatives and expected consumer demand. Businesses 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. 

If the Company fails to offer merchandise and services that the Company's customers want, the Company's sales may 
be limited, which would reduce the Company's revenues and profits and adversely impact the Company's results of 
operations. 

To be successful, the Company must identiry, obtain supplies, and offer to customers attractive, relevant and high-quality 
merchandise and services on a continuous basis. Customers' preferences may change over time. If we misjudge either the 
demand for products and services the Company sells or the Company's customers' purchasing habits and tastes, the Company 
may be faced with excess inventories of some products and missed opportunities for products and services the Company 
chose not to offer. This could have a negative effect on the Company's revenues and profits and adversely impact our results 
of operations. 

The Company's failure to retain its senior management team and to continue to attract qualified new personnel could 
adversely affect the Company's business and results of operations. 

The Company's success is dependent on its ability to attract, motivate and retain senior leaders and other key personnel. On 
August 28, 2015, the Company's President and CEO resigned to pursue other opportunities. The loss of one or more of the 
members of the Company's senior management may disrupt the Company's business and adversely affect its results of 
operations. Furthermore, the Company may not be successful in attracting, assimilating and retaining new personnel to grow 
its business profitably. The inability to attract and retain key personnel could have an adverse effect on the Company's 
business. 

If the Company does not successful(v manage its inventory levels, the Company's results of operations will be adversely 
affected. 

The Company must maintain sufficient in-stock inventory levels to operate the business successfully while minimizing out
of-stock levels. A significant portion of inventory is sourced from vendors requiring advance notice periods in order to supply 
the quantities that we require. These lead times may adversely impact the Company's ability to respond to changing consumer 
preferences, resulting in inventory levels that are insufficient to meet demand or in merchandise that may have to be sold at 
lower prices. Inappropriate inventory levels or a failure to accurately anticipate the future demand for a particular product 
or the time it will take to obtain new inventory may negatively impact the Company's results of operations. 
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If the Company is unable to secure an agreement with a financial institution for the management of the Company~ credit 
and financial services operations, it could materially adversely affect the Company's results of operations. 

On November 15, 2015, the program agreement between JPMorgan Chase and the Company relating to the Sears Card and 
Sears MasterCard credit cards expired. The Company is currently in the process of considering available options with respect 
to the future management of the credit and financial services operations, but it is likely that the Company will not secure an 
agreement with substantially the same teims and conditions that it previously had with JPMorgan Chase, and there is a risk 
that the Company may not be able to secure a new agreement at all, which will continue to have a material adverse effect on 
the Company's results of operations and financial condition. 

If tlte Company's new loyalty program is unable to attract and retain a sufficient amount of customers, it could adversely 
affect the Company's results of operations. 

On November 16,2015 the Company launched its new and enhanced Sears Club loyalty program which allows customers 
to earn and redeem points on purchases at Sears using cash or any debit or credit card accepted by Sears. If the loyalty 
program does not retain and attract customers, this could have a negative effect on the Company's revenues and profits and 
adversely impact the Company's results of operations and financial condition. 

Iftlte Company is unable to migrate a sufficient amount of catalogue customers and business to online, it could adversely 
affect tlte Company's results of operations. 

The Company is purposefully reducing its catalogue space and engaging with customers to move them into the online arena. 
As the Company manages the migration from catalogue to online, catalogue sales may not convert to online sales as quickly 
as the Company expects and the Company may have to increase its marketing efforts and promotional offers to make this 
change happen in a shorter timeline. In addition, there is a risk that the secular decline of catalogue sales increases at a faster 
rate than the Company expects. 

The Company relies extensively on computer systems to process transactions, summarize results and manage its business. 
Disruptions in these systems could harm the Company's ability to run its business. 

Given the number of individual transactions that the Company processes each year, it is critical that the Company maintains 
uninterrupted operation of its computer and communications hardware and software systems. These systems are subject to 
obsolescence, damage or interruption from power outages, computer and telecommunications failures, computer viruses, 
security breaches, catastrophic events such as fires, natural disasters and adverse weather occurrences and usage en·ors by 
the Company's employees. If the systems are damaged or cease to function properly, the Company may have to make a 
significant investment to fix or replace them, may suffer interruptions in operations in the interim and the Company's reputation 
with its customers may be harmed. 

The Company's ability to maintain sufficient inventory levels in its stores is critical to the Company's success and largely 
depends upon the efficient and uninterrupted operation of its computer and communications hardware and software systems. 
Any material interruption in the Company's computer operations may have a material adverse effect on the Company's 
business and results of operations. 

The Company relies on foreign sources for significant amounts of its merchandise, and the Company~ business may 
therefore be negative(v affected by tlte risks associated with international trade. 

The Company is dependent upon a significant amount of products that originate from non-Canadian markets. In particular, 
the Company sources a significant amount of products from China. The Company is subject to the risks that are associated 
with the sourcing and delivery of this merchandise, including: potential economic, social, and political instability in 
jurisdictions where suppliers are located; structural integrity and fire safety of foreign factories; 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 and quotas; and the imposition and collection of taxes and duties. 
Any increase in cost to the Company of merchandise purchased from foreign vendors or restriction on the merchandise made 
available to the Company by such vendors could have an adverse effect on the Company's business and results of operations. 
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Damage to the reputations of the brands the Company sells could reduce the Company's revenues and profits and adversely 
impact the Company s results of operations. 

As a diverse and multi-channel retailer, the Company promotes many brands as part of the Company's normal course of 
business. These brands include the Sears brand, Sears private label brands for product lines such as Jessica®, and non
proprietary brands exclusive to the Company. Damage to the reputation of these brands or the reputation of the suppliers of 
these brands could negatively impact consumer opinions of the Company or its related products and reduce its revenues and 
profits and adversely impact its results of operations. In those circumstances, it may be difficult and costly for the Company 
to regain customer confidence. 

If the Company's relationships with its significant suppliers were to be impaired, it could have a negative impact on the 
Company s competitive position and adversely impact its results of operations and financial condition. 

Although the Company's business is not substantially dependent on any one supplier, the Company's relationship with certain 
suppliers is of significance to its merchandising strategy, including attracting customers to its locations, cross-segment sales 
and image. The loss of a significant supplier relationship could result in lower revenues and decreased customer interest in 
the Company's stores, which, in turn, would adversely affect the Company's results of operations and financial condition. 
In addition, the Company may not be able to develop relationships with new suppliers, and products from alternative sources, 
if any, may be of a lesser quality and more expensive than those the Company currently purchases. 

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

The Company has entered into agreements with third-party service providers (both domestic and international) to provide 
processing and administration functions over a broad range of areas. These areas include finance and accounting, information 
technology, call centre, payroll and procurement functions. Services provided by third parties as a part of outsourcing initiatives 
could be interrupted as a result of many factors, such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages or other significant events outside of the Company's 
control, contract disputes, or failure by third parties to provide these services on a timely basis within service level expectations 
and performance standards, which could result in a disruption of the Company's business, and adversely affect the Company's 
results of operations. In addition, to the extent the Company is unable to maintain its outsourcing arrangements, it could 
potentially incur substantial costs, including costs associated with hiring new employees, in order to return these services 
in-house. 

The Company relies on its relationship with a number of licensees to manage and operate the day-to-day operations of 
certain components of the Company s business. 

The Company has entered into licensing arrangements with various third parties. The financial instability oflicensees and 
their inability to fulfill the terms and obligations under their respective ag~eements with the Company could potentially have 
a negative effect on the Company's revenues with respect to these arrangements and could cause the Company to incur 
substantial costs, including moving the services in-house or finding an alternative third party to perform the services. 

Certain ofthe Company's licensees have recently experienced financial difficulties. On May 27, 2015, TravelBrands Inc. 
("TravelBrands") sought and obtained an initial order under the Companies' Creditors Arrangements Act (Canada). The 
Ontario Superior Court of Justice granted TravelBrands the protections afforded by a stay of proceedings while it continued 
to pursue restructuring initiatives. TravelBrands exited creditor protection subsequentto the end ofFiscal20 15, and continues 
to be a licensee of the Company, as the Company signed a new contract with TravelBrands with a revised commission 
structure during Fiscal2015. TravelBrands manages the day-to-day operations of all Sears Travel offices and pays fees to 
the Company. On January 9, 2014, PricewaterhouseCoopers Inc. ("PwC") was appointed as receiver of SHS Services 
Management lnc./Gestion Des Services SHS Inc. and SHS Services Limited Partnership (together, "SHS") pursuant to the 
Bankruptcy and Insolvency Act (Canada). Earlier, on December 13, 2013, PwC was appointed as interim receiver of SHS. 
Since that time, SHS's operations have been wound down and PwC has been discharging its duties, first as interim receiver 
and then as receiver, under the relevant appointment orders. Prior to its receivership, SHS was a third-party provider of home 
products and services that operated under the Sears Home Services/Services residentiels Sears brand name pursuant to a 
concession agreement with Sears Canada Inc. 

The lack of willingness of the Company s vendors to provide acceptable payment terms could negatively impact the 
Companys liquidity and/or reduce the availability of products or services that the Company seeks to procure. 

37 

515 



The Company depends on its vendors to provide it with financing for the Company's purchases of inventory and services. 
The Company's vendors could seek to limit the availability of vendor credit to the Company or other terms under which they 
sell to the Company, or both, which could negatively impact the Company's liquidity. In addition, the inability of the 
Company's vendors to access liquidity, or the insolvency of the Company's vendors, could lead to their failure to deliver 
inventory or other services to the Company. Certain of the Company's vendors may finance their operations and/or reduce 
the risk associated with collecting accounts receivable from the Company by selling or "factoring" the receivables or by 
purchasing credit insurance or other forms of protection from loss associated with the Company's credit risks. The ability 
of the Company's vendors to do so is subject to the Company's perceived credit quality. The Company's vendors could be 
limited in their ability to factor receivables or obtain credit protection in the future because of the Company's perceived 
financial position and credit worthiness, which could reduce the availability of products or services the Company seeks to 
procure. 

The Company may be subject to product liability claims if people or properties are harmed by the products the Company 
sells or the services it offers. 

The Company sells products produced by third party manufacturers. Some of these products may expose the Company to 
product liability claims relating to personal injury, death or property damage caused by such products and may require the 
Company to take actions, such as product recalls. In addition, the Company also provides various services which could give 
rise to such claims. Although the Company maintains liability insurance to mitigate these potential claims, the Company 
cannot be certain that its coverage will be adequate for liabilities actually incurred or that insurance will continue to be 
available on economically reasonable terms or at all. 

Product liability claims can be expensive to defend and can divert the attention of management and other personnel for 
significant periods, regardless of the ultimate outcome. Claims of this nature, as well as product recalls, could also have a 
negative impact on customer confidence in the products and services the Company offers and on the Company's reputation, 
and adversely affect the Company's business and its results of operations. 

If the Company does not maintain the security of its customers, employees or Company information, the Company could 
damage its reputation, incur substantial additional costs and become subject to litigation. 

Cyber-security risks such as malicious software and attempts to gain unauthorized access to data are rapidly evolving. 
Technologies or software used to gain unauthorized access, and/or disable, degrade or harm the Company's systems may be 
difficult to detect or scope for prolonged periods oftime, and the Company may be unable to anticipate these techniques or 
put in place protective or preventative measures. These attempts to gain unauthorized access could lead to disruptions in the 
Company's systems, unauthorized release of confidential or otherwise protected information or corruption of data. If 
individuals are successful in filtrating, breaking into, disrupting, damaging or otherwise stealing fi·om the Company's 
computer systems or those of its third-party providers, the Company may have to make significant investments to fix or 
replace them, the Company may suffer interruptions in its operations in the interim, the Company may face costly litigation, 
government investigations, government enforcement actions, fines and/or lawsuits, the ability of customers to shop with the 
Company may be impacted or halted, and the Company's reputation with its customers and members may be significantly 
harmed. There is no guarantee that the procedures that we have implemented to protect against unauthorized access to secured 
data are adequate to safeguard against all data security breaches. A data security breach or any failure by the Company to 
comply with applicable privacy and information security laws and regulations could result in a loss of customer or member 
confidence and negatively impact the Company's business and its results of operations. 

The Company is subject to a number of long-term real estate leases which could restrict the Company s ability to respond 
to changes in demographics or the retail environment and adversely impact the Company's results of operations. 

As of January 30, 2016, the Company operated a total of 95 Full-line department stores, 222 specialty stores (including 4I 
Sears Home stores, 23 Outlet stores, I25 Hometown stores operated under independent local ownership and 33 Corbeil 
stores), I ,2I3 catalogue and online merchandise pick-up locations and 84 Sears Travel offices. Company owned stores consist 
of II Full-line department stores (including two stores that are included in our Outlet channel based on their merchandise 
mix) and two Sears Home stores, with the majority of the remainder held under long-term leases. While the Company is able 
to change its merchandise mix and relocate stores in order to maintain competitiveness, the Company is restricted from 
vacating a current site without breaching its contractual obligations and incurring lease-related expenses for the remaining 
pOiiion of the lease-term. The long-term nature of the leases may limit the Company's ability to respond in a timely manner 
to changes in the demographic or retail environment at any location, which could adversely affect the Company's results of 
operations. In addition, when leases for the stores in the Company's ongoing operations expire, the Company may be unable 
to negotiate renewals, either on commercially acceptable terms, or at all, which could cause us to close stores. Accordingly, 
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the Company is subject to the risks associated with leasing real estate, which could have an adverse effect on the Company's 
results of operations. 

The Company may be subject to legal proceedings if tile Company violates tile operating covenants in its real estate leases 
that could adversely affect the Company's business and results of operations. 

As of January 30, 20.16, the Company had operating covenants with landlords for approximately 95 Sears brand corporate 
stores. An operating covenant generally requires the Company, during normal operating hours, to operate a store continuously 
as per the identified format in the lease agreement. As of January 30, 2016, the remaining term of the various Sears operating 
covenants ranged from less than one year to 20 years, with an average remaining term of approximately five years, excluding 
options to extend leases. Failure to observe operating covenants may result in legal proceedings against the Company and 
adversely affect the Company's business and results of operations. 

The Company is subject to laws and regulations that impact its business and a failure to comply with such laws and 
regulations could lead to lawsuits or regulatory actions against the Company that could adversely affect the Company's 
business and results of operations. 

Laws and regulations are in place to protect the interests and well-being of the Company's customers and communities, 
business partners, suppliers, employees, shareholders and creditors. Changes to statutes, laws, regulations or regulatory 
policies, including changes in the interpretation, implementation or enforcement of statutes, laws, regulations and regulatory 
policies, could adversely affect the Company's business and results of operations. In addition, the Company may incur 
significant costs in the course of complying with any changes to applicable statutes, laws, regulations and regulatory policies. 

The Company's failure to comply with applicable statutes, laws, regulations or regulatory policies could result in a judicial 
or regulatory judgment or sanctions and financial penalties that could adversely impact the Company's reputation, business 
and results of operations. Although the Company believes that it has taken reasonable measures designed to ensure compliance 
with governing statutes, laws, regulations and regulatory policies in the jurisdictions in which it conducts business, there is 
no assurance that the Company will always be in compliance or deemed to be in compliance. 

In addition, changing laws, regulations and standards relating to corporate governance and public disclosure, including those 
related to foreign private issuers and the Sarbanes-Oxley Act of2002, and related regulations implemented by the United 
States SEC are creating uncertainty for foreign private issuers, increasing legal and financial compliance costs, and making 
some activities more time consuming. The Company is currently evaluating and monitoring developments with respect to 
new and proposed rules and cannot predict or estimate the amount of additional costs it may incur or the timing of such costs. 
We intend to invest resources to comply with evolving laws, regulations and standards, and this investment may result in 
increased general and administrative expenses. I four efforts to comply with new laws, regulations and standards differ from 
the activities intended by regulatory or governing bodies due to ambiguities related to practice, regulatory authorities may 
initiate legal proceedings against us and our business may be harmed. The costs of compliance or our failure to comply with 
these laws, rules and regulations could adversely affect our reputation, business, results of operations, financial condition 
and the price of our common shares. 

The Company may lose its foreign private issuer status in the future, which could result in significant additional costs 
and expenses to the Company. 

In order to maintain the Company's CUITent status as a foreign private issuer ("FPI") under U.S. federal securities laws, a 
majority of the Company's common shares must be directly or indirectly owned of record by non-U.S. residents. If the 
majority of the Company's common shares are owned of record by U.S. residents, and any of(i) the majorityofthe Company's 
executive officers or directors are U.S. citizens or residents, (ii) more than fifty percent of the Company's assets are located 
in the United States or (iii) the Company's business is administered principally in the United Sates, then the Company would 
lose its FPI status. The Company currently qualifies as a FPI, but there can be no assurance that it will continue to meet these 
requirements in the future. The regulatory and compliance costs to the Company under U.S. federal securities laws as a U.S. 
domestic issuer may be significantly more than the costs the Company incurs as a Canadian FPI. If the Company ceases to 
be a FPI, the Company would not be eligible to use the multijurisdictional disclosure system or other foreign issuer fonns 
and would be required to file periodic and current reports and registration statements on U.S. domestic issuer forms with the 
SEC, which are more detailed and extensive than the forms currently available to the Company. The Company may also be 
required to prepare its financial statements in accordance with U.S. generally accepted accounting principles, and these 
additional reporting obligations could be costly and have a negative impact on the Company's financial condition. 
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The Company is required to comply with federal and provincial environmental laws and regulations, the cost of which 
may adversely affect the Company's results of operations and financial condition. 

The Company is exposed to environmental risk as an owner, lessor and lessee of prope11y. Under federal and provincial laws, 
the owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its 
properties or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims 
against the Company. 

The Company is currently remediating various locations across Canada where it has operated auto centres, gas bars and a 
logistics facility. The extent of the remediation and the costs thereof have not yet been determined. The Company continues 
to monitor the costs of remediation and appropriately provide for these costs in its reserves. If we commit to renovating a 
leased or owned building that contains or may contain asbestos, or if asbestos is inadvertently disturbed, we will be legally 
obligated to comply with asbestos removal standards. The extent of this liability has not yet been determined because the 
costs to remove asbestos depend upon factors including, among others, the location and extent of any renovations undertaken. 
Inadvertent disturbance of asbestos cannot be foreseen. The costs incurred by the Company could be significant and may 
negatively impact the Company's results of operations and financial condition. 

The Company is exposed to a variety of legal proceedings, including class action lawsuits, and tax audits which, if 
adversely decided, could material(v adversely affect the Company. 

The Company is currently involved in various legal proceedings incidental to the normal course of business. Although the 
Company is of the view that the final disposition of any such litigation is not expected to have a material adverse effect on 
its liquidity, consolidated financial position or results of operations, the outcome of such litigation cannot be predicted with 
certainty and as a result, could have an adverse impact on the Company's reputation and ultimately a material adverse effect 
on the Company's results of operations and financial condition. 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While we believe that the 
Company's tax filing positions are appropriate and supportable, periodically, certain matters are reviewed and from time to 
time are challenged by the tax authorities. As the Company routinely evaluates and provides for potentially unfavorable 
outcomes with respect to any tax audits, it believes that the final disposition of tax audits will not have a material adverse 
effect on its liquidity, consolidated financial position or results of operations. If the result of a tax audit materially differs 
from the existing provisions, the Company's effective tax rate and net earnings could be affected positively or negatively in 
the period in which the tax audits are completed. 

The Company's results of operations may be adversely impacted if insurance coverage is deemed insufficient or if the 
Company or the insurance industry is affected by unexpected material events. 

The Company maintains directors and officers insurance, liability insurance, business interruption and property insurance 
and this insurance coverage reflects deductibles, self-insured retentions, limits of liability and similar provisions. Although 
the Company has taken measures to ensure that it has the appropriate coverage, including maintaining an annual reserve for 
liability claims, there is no guarantee that the Company's insurance coverage will be sufficient, or that insurance proceeds 
will be paid to us in a timely manner. In addition, there are types of losses we may incur but against which we cannot be 
insured or which we believe are not economically reasonable to insure, such as losses due to acts of war and certain natural 
disasters. If we incur these losses· and they are material, our business, operating results and financial condition may be 
adversely affected. Also, certain material events may result in sizable losses for the insurance industry and materially adversely 
impact the availability of adequate insurance coverage or result in significant premium increases. Accordingly, we may elect 
to self-insure, accept higher deductibles or reduce the amount of coverage in response to such market changes. 

Events outside the Company's control such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages could have a material adverse effect on the 
Company's business and results of operations. 

The Company's business is sensitive to customers' spending patterns, which may be affected by domestic and international 
social or political unrest, natural disasters, extreme or unseasonable weather, acts of war or terrorism, or other significant 
events outside of the Company's control, any of which could lead to a decrease in spending by consumers. In addition, such 
events as well as systems breakdowns and power outages could cause store closures, disrupt supply chain or other operations, 
delay shipments of merchandise to consumers, reduce revenue and result in expenses to repair or replace facilities. Disruptions 
during a peak season such as the month of December, which may account for up to 40% of a year's earnings, could have a 
particularly adverse effect on the Company's business and results of operations. 
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The Company's business could suffer if it is unsuccessful in making, integrating, and maintaining acquisitions and 
investments. 

From time to time we pursue strategic acquisitions of, joint arrangements with, or investments in, other companies or 
businesses, although the Company has no present commitments with respect to any material acquisitions or investments. 
Any such acquisition, joint arrangement or investment that the Company makes may require the Company to spend its cash, 
or incur debt, contingent liabilities, or amortization expenses related to intangible assets, any of which could reduce the 
Company's profitability and harm its business. Acquisitions,joint arrangements and investments also increase the complexity 
of the Company's business and place strain on its management, personnel, operations, supply chain, financial resources, and 
internal financial controls and reporting functions. The Company may not be able to manage acquisitions, joint arrangements 
or investments effectively, which could damage the Company's reputation, limit its growth and adversely affect its business 
and results of operations. 

Financial Risks 

The Company's business has been and will continue to be affected by Canadian and worldwide economic conditions; 
worsening of current economic conditions could lead to reduced revenues and gross margins, and negatively impact the 
Company's liquidity. 

The Company plans its operations giving regard to economic and financial variables that are beyond its control. Changes to 
these variables may adversely impact the Company's perfonnance. Should the current economic conditions worsen, 
heightened competition, a decline in consumer confidence, lower disposable income, higher unemployment and personal 
debt levels may result, which could lead to reduced demand for the Company's products and services. Any of these events 
could cause the Company to increase inventory markdowns and promotional expenses, thereby reducing the Company's 
gross margins and results of operations.lfthe Canadian or global economies worsen, the Company could experience a decline 
in same store sales, erosion of gross profit and profitability. 

Volatility in fuel and energy costs may have a significant impact on the Company's operations. The Company requires 
significant quantities of fuel for the vehicles used to distribute and deliver inventory and the Company is exposed to the risk 
associated with variations in the market price for petroleum products. The Company could experience a disruption in energy 
supplies, including its supply of gasoline, as a result of factors that are beyond the Company's control, which could have an 
adverse effect on the Company's business. In addition, if certain of the Company's vendors experience increases in the cost 
of products they purchase due to the strengthening of the U.S. dollar, it could result in increases in the prices thatthe Company 
pays for merchandise, particularly apparel and appliances, and adversely affect the Company's results of operations. During 
Fiscal 2015 Adjusted EBITDA was negatively impacted by $71.9 million due to the weakening Canadian dollar compared 
to the U.S. dollar. 

Liquidity Risk 

The Company is exposed to liquidity risk and its failure to fulfil/financial obligations could adversely affect its results of 
operations and financial condition. 

The Company could face liquidity risk due to various factors, including but not limited to, the unpredictability of the current 
economic climate, failure to secure appropriate funding vehicles and cash flow issues relating to the operation and management 
of the business. Failure to fulfill financial obligations due and owing from the Company as a result of this liquidity risk could 
have undesirable consequences on the Company. 

Fluctuations in U.S. and Canadian dollar exchange rates may adverse(v impact the Company s results of operations. 

The Company's foreign exchange risk is currently limited to currency fluctuations between the Canadian and U.S. dollar. 
The Company is vulnerable to increases in the value of the U.S. dollar relative to the Canadian dollar because almost all of 
its revenues are denominated in Canadian dollars and a substantial amount of the merchandise the Company purchases is 
priced in U.S. dollars. The costs of these goods in Canadian dollars rise when the U.S. dollar increases in value relative to 
the Canadian dollar and, as a result, the Company may be forced to increase its prices or reduce its gross margins. We may 
use foreign currency forward and option contracts to hedge the exchange rate risk on a portion of the Company's expected 
requirement for U.S. dollars. There can be no assurance that the Company's hedging efforts will achieve their intended results 
or that the Company's estimate of its requirement for U.S. dollars will be accurate, with the result that currency fluctuations 
may have an adverse impact on the Company's results of operations. Also, hedging efforts may have the effect of limiting 
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or reducing the total returns to the Company if management's expectations concerning future events prove to be incorrect, 
in which case the costs associated with the hedging efforts may outweigh their benefits. Furthermore, many vendors who 
are paid in Canadian dollars may have significant costs that are priced in U.S. dollars. Such vendors may seek to increase 
prices charged to the Company for goods and services and, as a result, the Company may be forced to increase its prices or 
reduce its gross margins. 

In addition, any significant appreciation of the Canadian dollar relative to the U.S. dollar presents an additional challenge to 
the Company as its customers are motivated to cross-border shop, which may have an adverse impact on the Company's 
results of operations. 

The Company is exposed to counterparty credit risk which could adversely affect its results of operations. 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of counterparties to meet 
their payment obligations to the Company. Exposure to credit risk exists for derivative instruments, cash, accounts receivable 
and investments included in other long-term assets. Cash, accounts receivable, derivative financial assets and other long
term assets of $381.2 million as at January 30, 20 I 6 (January 31, 2015: $340.5 million) expose the Company to credit risk 
should the borrower default on maturity of the investment. 

Although the Company seeks to manage this exposure through policies that require borrowers to have a minimum credit 
rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating, there can be no 
assurance that the Company will be able to successfully manage its credit risk. 

The Company invests its surplus cash in investment grade, short-term money market instruments, the return on which depends 
upon interest rates and the credit worthiness of the issuer. The Company attempts to mitigate credit risk resulting from the 
possibility that an issuer may default on repayment by requiring that issuers have a minimum credit rating and limiting 
exposures to individual bon·owers. 

Expenses associated with the Company s retirement benefit plans mayfluctuate significantly depending on changes in 
actuarial assumptions, future market performance of plan assets, and other events outside of the Company's control and 
adverse(v affect the Company's results of operations. 

The Company currently maintains a defined benefit registered pension plan, a non-registered supplemental savings 
arrangement and a defined benefit non-pension retirement plan, which provides life insurance, medical and dental benefits 
to eligible retired employees through a health and welfare trust. The defined benefit plan continues to accrue benefits related 
to future compensation increases although no further service credit is earned. In addition, the Company no longer provides 
medical, dental and life insurance benefits at retirement for employees who had not achieved the eligibility criteria for these 
non-pension retirement benefits as at December 31, 2008. 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New 
regulations, regulatory orders and market driven changes may result in .changes in the discount rates and other variables 
which would result in the Company being required to make contributions in the future that differ significantly from the 
estimates. 

Management is required to use assumptions to account for the plans in conformity with JFRS. However, actual future 
experience will differ from these assumptions giving rise to actuarial gains or losses. In any year, actual experience differing 
from the assumptions may be material. Plan assets consist primarily of cash, alternative investments, marketable equity and 
fixed income securities. The value of the marketable equity and fixed income investments will fluctuate due to changes in 
market prices. Plan obligations and annual pension expense are detennined by independent actuaries and through the use of 
a number of assumptions. 

Although the Company believes that the assumptions used in the actuarial valuation process are reasonable, there remains 
a degree of risk and uncertainty which may cause results to differ materially from expectations. Significant assumptions in 
measuring the benefit obligations and pension plan costs include the discount rate and the rate of compensation increase. 
See Note 20.4 "Pension assumptions" of the Notes to the Consolidated Financial Statements for Fiscal 2015 for more 
infonnation on the weighted-average actuarial assumptions for the plans. 
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The Company is exposed to interest rate risk which could adversely affect its results of operations. 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. Cash and 
borrowings under the Company's Amended Credit Facility, when applicable, are subject to interest rate risk. The total 
outstanding balance subject to interest rate risk as at January 30,2016 was a net asset of$315.2 million (January 31,2015: 
$260.3 million). An increase or decrease in interest rates of 25 basis points would cause an after-tax impact on net (loss) 
earnings of$0.6 million. 

Certain factors, including changes in market conditions and our credit ratings, may limit our access to capital markets 
and other financing sources, which could materially increase our borrowing costs. 

In addition to credit terms from vendors, our liquidity needs are funded by our operating cash flows and, to the extent 
necessary, borrowings under our credit agreements and access to capital markets. The availability of financing depends on 
numerous factors, including economic and market conditions, our operating performance, our credit ratings, and lenders' 
assessments of our prospects and the prospects of the retail industry in general. Changes in these factors may affect our cost 
of financing, liquidity and our ability to access financing sources. Rating agencies revise their ratings for the companies that 
they follow from time to time and our ratings may be revised or withdrawn in their entirety at any time. 

While the Amended Credit Facility currently provides for up to $300.0 million of lender commitments, availability under 
the Amended Credit Facility is determined pursuant to a borrowing base formula based on eligible assets consisting of 
inventmy and credit card receivables and may be reduced by reserves, as estimated by the Company, which may be applied 
by the lenders at their discretion pursuant to the Amended Credit Facility agreement. If the value of eligible assets, net of 
any applicable reserves, are not sufficient to support borrowings of up to the full amount of the commitments under the 
facility, the Company will not have full access to the facility, but rather could have access to a lesser amount as determined 
by the borrowing base and reserve estimates. Availability under the Amended Credit Facility was $120.1 million as at 
January 30, 2016. 

The lenders under our Amended Credit Facility may not be able to meet their commitments if they experience shortages of 
capital and liquidity and there can be no assurance that our ability to otherwise access the credit markets will not be adversely 
affected by changes in the financial markets and the global economy. 

The Company faces risks associated with impairment of intangible and other long-lived assets. 

The Company's intangible assets and long-lived assets, primarily consisting of stores, are subject to periodic testing for 
impairment. A significant amount of judgment is involved in the periodic testing. Failure to achieve sufficient levels of cash 
flow within each of the Company's cash generating units or specific operating units could result in impairment charges for 
intangible assets or long-lived assets, which could have a material adverse effect on the Company's reported results of 
operations. 

Risks Relating to the Company's Relationship with Holdings 

The Company may lose rights to some intellectual property if Holdings' equity ownership in the Company falls below 
specified thresholds or in other circumstances involving financial distress. 

The Company relies on its right 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 its business. The Company's right to use the "Sears" name 
and certain other brand names was granted pursuant to the license agreement amendments, which state in the event Holdings' 
ownership interest in the Company is reduced to less than I 0.0%, the license agreement would remain in effect for a period 
of five years after such reduction in ownership, after which the Company would no longer be permitted to use the "Sears" 
name and certain other brand names. In addition, the Company's license to use the "Sears" name and certain other brand 
names (subject to an extension of up to four years at a royalty rate to be agreed equal to the lesser of a fair market rate based 
on the value of such mark or the lowest rate which will provide a reasonable incentive to induce Sears Canada to phase out 
the use of such mark during such extended period, if the Company reasonably determines that a longer transition is necessary) 
may also tern1inate upon the occurrence of certain bankruptcy events involving the Company. In addition, in the event of a 
bankruptcy proceeding involving Holdings, there is a risk of the license agreement being terminated under the governing 
insolvency legislation. Losing the right to use these intellectual properties could significantly diminish the Company's 
competitiveness in the marketplace and could materially harm the business. If either the license agreement or the technology 
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agreement is terminated, the Company may attempt to renegotiate such agreement although the terms of any renegotiated 
agreement will be less favorable to the Company. 

Some of the Company's directors and executive officers may have conflicts of interest because of their ownership of 
Holdings common stock. 

Some ofthe Company's directors and executive officers may own Holdings common stock. Ownership ofHoldings common 
stock by our directors and/or officers could create, or appear to create, conflicts of interest with respect to matters involving 
both the Company and Holdings. 

Risks Relating to Our Common Shares 

As long as ESL exerts significant voting influence over the Company, a shareholder's ability to influence matters requiring 
shareholder approval will be limited. 

ESL is the largest shareholder of the Company, both directly through ownership in the Company, and indirectly through 
shareholdings in Holdings. Prior to October 16, 2014, Holdings was the controlling shareholder of the Company. 

As at March 17, 2016, ESL was the beneficial holder of approximately 45.3% of the common shares of the Company and 
Holdings was the beneficial holder of approximately I 1 .7%, of the common shares of the Company. 

So long as ESL directly or indirectly controls the Company's outstanding Common Shares, they will have the ability to 
control the election of the Board of Directors and the outcome of certain shareholder votes. Accordingly, ESL will have the 
ability to exercise control over certain actions to be taken or approved by the Company's directors and shareholders, including 
with respect to certain mergers or business combinations or dispositions of all or substantially all of our assets. 

ESL's voting control may discourage transactions involving a change of control of the Company, including transactions in 
which shareholders might otherwise receive a premium for their shares over the then-current market price. Subject to certain 
limits, ESL is also not prohibited from selling a controlling interest in the Company to a third party and may do so without 
shareholder approval and, subject to applicable laws, without providing for a purchase of shareholders' common shares. 
Accordingly, shareholders' common shares may be worth less than they would be if ESL did not maintain voting control 
over the Company. 

ESL's interests may be different than other shareholders' interests and Holdings and ESL may have investments in other 
companies that may compete with the Company and may have interests from time to time that diverge from the interests of 
the Company's other shareholders, particularly with regard to new investment opportunities. 

In addition, conflicts of interest may arise between Holdings and/or ESL and the Company, including corporate opportunities, 
potential acquisitions or transactions as well as other matters. The Company may be adversely affected by any conflicts of 
interest between Holdings and/or ESL and the Company. Furthermore, neither Holdings nor ESL owes the Company or.the 
Company's shareholders any fiduciary duties under Canadian law. 

In the event that Holdings experiences financial difficulty, it is not possible to predict with certainty the jurisdiction or 
jurisdictions in which insolvency or similar proceedings would be commenced or the outcome of such proceedings. If a 
bankruptcy, insolvency or similar event occurs, there could be proceedings involving Holdings in the United States or 
elsewhere and it is possible that the Company could be made a part of these proceedings. This risk decreases as the percentage 
of common shares held by Holdings decreases. 

The price of the Company's common shares may decline if ESL or Holdings alter their strategy with respect to their 
ownership of the Company's shares. 

ESL and Holdings have advised the Company that they have not reached any decision regarding whether or for how long 
they will retain their share ownership in the Company and what form, if any, the disposition or distribution of their common 
shares will take. ESL and Holdings will, in their respective sole discretions, determine the timing and terms of any transactions 
with respect to their common shares, taking into account business and market conditions and other factors that they deem 
relevant. Neither ESL or Holdings are subject to any contractual obligation to maintain their ownership position in the 
Company, nor is ESL subject to any contractual obligation to the Company to maintain its ownership in Holdings. 
Consequently, we cannot be assured that either ESL or Holdings will maintain its current direct or indirect ownership of the 
Company's common shares. Any announcement by ESL or Holdings that they have reached a determination regarding what 

44 

522 



to do with their direct or indirect ownership of our common shares, or the perception by the investment community that ESL 
or Holdings has reached such a determination, could have an adverse impact on the price of the Company's common shares. 

The market price of the Company's common shares is subject to market value fluctuations. 

From time to time, the stock market experiences significant price and volume volatility that may affect the market price of 
the Company's common shares for reasons unrelated to its perfonnance. In addition, the financial markets are generally 
characterized by extensive interconnections among financial institutions and, accordingly, defaults by other financial 
institutions in Canada, the United States or other countries could adversely affect the Company and the market price of its 
common shares. The value of the Company's common shares is also subject to market value fluctuations based upon factors 
which influence its operations, such as legislative or regulatory developments, competition, technological change and global 
capital market activity. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

The preparation and presentation of the Company's consolidated financial statements and the overall accuracy and integrity of the 
Company's financial reporting are the responsibility of management. The accompanying consolidated financial statements have 
been prepared in accordance with International Financial Reporting Standards as issued by the International Accounting Standards 
Board (IASB), and include certain amounts that are based on management's best estimates and judgments. Financial information 
contained elsewhere in this Annual Report is consistent with the information set out in the consolidated financial statements. 

In fulfilling its responsibilities, management has developed and maintains an extensive system of disclosure controls and procedures 
and internal control over financial reporting processes that are designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly recorded and reported within the required time periods, and financial records are reliable for the preparation 
ofthe financial statements. The Company's internal auditors also review and evaluate internal controls on behalfofmanagement. 

The Board of Directors monitors management's fulfillment of its responsibilities for financial reporting and internal controls 
principally through the Audit Committee. The Audit Committee, which is comprised solely ofindependent directors, meets regularly 
with management, the internal audit department and the Company's external auditors to review and discuss audit activity and 
results, internal accounting controls and financial reporting matters. The external auditors and the internal audit department have 
unrestricted access to the Audit Committee, management and the Company's records. The Audit Committee is also responsible 
for recommending to the Board of Directors the proposed nomination of the external auditors for appointment by the shareholders. 
Based upon the review and recommendation of the Audit Committee, the consolidated financial statements and Management's 
Discussion and Analysis have been approved by the Board of Directors. 

The Company's external auditors, Deloitte LLP, have audited the consolidated financial statements in accordance with International 
Financial Reporting Standards as issued by the IASB. 

Brandon G. Stranzl 
Executive Chairman 

Toronto, Ontario 
March 17,2016 

E.J.Bird 
Chief Financial Officer 
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with International Financial Reporting Standards. The control framework used by the Company's 
managementto assess the effectiveness of the Company's internal control over financial reporting is the Internal Control- Integrated 
Framework 2013 (COSO framework) published by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems that have 
been determined to have been designed effectively can only provide reasonable assurance with respect to financial repmiing and 
financial statement preparation. 

Management of the Company, including its chief executive officer and chief financial officer, has evaluated the Company's internal 
control over financial reporting and has concluded that it was effective as at January 30, 2016. 

Deloitte LLP, the independent registered public accounting finn that audited the Company's consolidated financial statements for 
the fiscal year ended January 30, 2016, has issued its opinion on the Company's internal control over financial reporting as stated 
in their report included herein. 

Brandon G. Stranzl 
Executive Chairman 

Toronto, Ontario 
March 17,2016 

E.J. Bird 
Chief Financial Officer 
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Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Shareholders of 
Sears Canada Inc. 

We have audited the accompanying consolidated financial statements of Sears Canada Inc. and subsidiaries (the "Company"), 
which comprise the consolidated statements of financial position as at January 30, 2016 and January 31, 2015, and the consolidated 
statements of net loss and comprehensive loss, consolidated statements of changes in shareholders' equity, and consolidated 
statements of cash flows for the 52-week periods ended January 30, 2016 and January 31, 2015, and a summary of significant 
accounting policies and other explanatory information. , 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
International Financial Reporting Standards as issued by the International Accounting Standards Board, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 
in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor's judgment, includingthe assessment ofthe risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
of the consolidated financial statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sears Canada 
Inc. and subsidiaries as at January 30, 2016 and January 31,2015, and their financial performance and their cash flows for the 52-
week periods ended January 30,2016 and January 31,2015 in accordance with International Financial Reporting Standards as 
issued by the International Accounting Standards Board. 

Other Matter 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as ofJanuary 30,2016, based on the criteria established in Internal Control
Integrated Framework (20 13) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report 
dated March 18,2016 expressed an unqualified opinion on the Company's internal control over financial reporting. 

LL~ 

Chartered Professional Accountants 
Licensed Public Accountants 
March 18,2016 
Toronto, Canada 
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Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Shareholders of 
Sears Canada Inc. 

We have audited the internal control over financial reporting of Sears Canada Inc. and subsidiaries (the "Company") as of January 
30, 2016 based on the criteria established in Internal Control-Integrated Framework (20 13) issued by the Committee ofSponsoring 
Organizations of the Treadway Commission. The Company's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management's Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion 
on the Company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control 
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control 
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements for external purposes in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board. A company's internal control over financial reporting includes those policies and 
procedures that (I) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions 
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board, and that receipts and expenditures of the company are being made only in accordance 
with authorizations of management and directors ofthe company; and (3) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the 
financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject 
to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of January 
30,2016, based on the criteria established in Internal Control -Integrated Framework (2013) issued by the CommitteeofSponsoring 
Organizations of the Treadway Commission. 

We have also audited, in accordance with Canadian generally accepted auditing standards and the standards of the Public Company 
Accounting Oversight Board (United States), the consolidated financial statements as of and for the 52 week-period ended January 
30, 2016 of the Company and our report dated March 18, 2016 expressed an unmodified opinion on those financial statements. 

Chartered Professional Accountants 
Licensed Public Accountants 
March 18,2016 
Toronto, Canada 
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529 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

As at As at 
(in CAD millions) Notes January 30, 2016 January 31,2015 

ASSETS 
Current assets 
Cash 5 $ 313.9 $ 259.0 
Accounts receivable, net 6,14,16 59.4 73.0 
Income taxes recoverable 22 35.9 127.2 
Inventories 7 664.8 641.4 
Prepaid expenses 8 31.0 28.7 
Derivative financial assets 14 6.6 7.2 
Assets classified as held for sale 29 22.1 13.3 

Total current assets 1,133.7 1,149.8 

Non-current assets 
Property, plant and equipment 9,19 444.1 567.6 
Investment properties 9 17.0 19.3 
Intangible assets 10 22.5 16.2 
Deferred tax assets 22 0.6 0.7 

Other long-term assets 12,14,16,17 15.3 20.5 

Total assets $ 1,633.2 $ 1,774.1 

LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 14,15 $ 332.7 $ 359.4 
Deferred revenue 13 158.3 171.2 
Provisions 16 75.8 58.6 
Income taxes payable 2.6 
Other taxes payable 17.3 34.6 
Current portion of long-tenn obligations 14,17,19,24 4.0 4.0 

Total current liabilities 590.7 627.8 

Non-current liabilities 
Long-term obligations 14,17,19,24 20.2 24.1 
Deferred revenue 13 74.2 76.8 
Retirement benefit liability 14,20 326.9 407.4 
Deferred tax liabilities 22 3.4 
Other long-term liabilities 16,18 67.0 63.8 

Total liabilities 1,079.0 1,203.3 

SHAREHOLDERS' EQUITY 
Capital stock 23 14.9 14.9 
Retained earnings 739.0 806.9 
Accumulated other comprehensive loss (199.7) (251.0) 
Total shareholders' equity 24 554.2 570.8 
Total liabilities and shareholders' equity $ 1,633.2 $ 1,774.1 

The accompanying notes are an integral part of these consolidated financial statements. 

On Behalf of the Board of Directors, 

_._ ..... ,._.;:..., ~) j ~ .s.:-vL!. 
B.G.Stranzl D.E.Rosati 
Chairman of the Board Director 
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CONSOLIDATED STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS 
For the 52-week periods ended January 30,2016 and January 31,2015 

(in CAD millions. except per share amounts) Notes 2015 2014 

Revenue 25 $ 3,145.7 $ 3,424.5 

Cost of goods and services sold 7,I4,26 2,145.9 2,308.0 

Selling, administrative and other expenses 9, I 0, I4, I9,20,26 1,298.1 I,523.8 

Operating loss (298.3) (407.3) 

Gain on sale and leaseback transactions 27 67.2 

Gain on termination of credit card arrangement 28 170.7 

Gain on sale of interest in joint arrangements II 35.I 

Gain on settlement of retirement benefits 20,26 5.1 10.6 

Finance costs I7,19,22 9.7 1.0 

Interest income 5 2.3 2.6 

Loss before income taxes (62.7) (360.0) 

Income tax (expense) recovery 

Current 22 (8.1) 74.7 

Deferred 22 2.9 (53.5) 

(5.2) 21.2 

Net loss $ (67.9) $ (338.8) 

Basic and diluted net loss per share 32 $ (0.67) $ (3.32) 

Net loss $ (67.9) $ (338.8) 

Other comprehensive income (loss), net of taxes: 

Items that may subsequently be reclassified to net loss: 

Gain on foreign exchange derivatives 19.2 I0.8 
Reclassification to net loss of gain on foreign exchange 
derivatives (18.7) (I O.I) 

Items that will not subsequently be reclassified to net loss: 

Remeasurement gain (loss) on net defined retirement 
benefit liability and write down of deferred income tax 
asset associated with previously recorded remeasurement 
losses 20,22 50.8 (165.3) 

Total other comprehensive income (loss) 51.3 (164.6) 
Total comprehensive loss $ (16.6) $ (503.4) 

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 
For the 52-week periods ended January 30,2016 and January 31, 2015 

Accumulated other comprehensive loss 

Foreign Total 
exchange accumulated 

deriYatives other 
Capital Retained designated as cash Retneasuretnent comprehensi,·e Shareholders 

(in CAD millions) Notes stock eamings flow hedges (loss) gain loss equity 

Balance as at January 31, 2015 s 14.9 $ 806.9 s 6.7 $ (257.7) $ (251.0) s 570.8 

Net loss (67.9) (67.9) 

Other comprehensive income (loss) 

Gain on foreign exchange 
derivatives, net of income tax 
expense of $7.1 14 19.2 19.2 19.2 

Reclassification of gain on foreign 
exchange derivatives, net of 
inci:Jmetax expense of$6.9 14 (18.7) (18.7) (18.7) 

Remeasurement gain on net 
detined retirement benefit liability 20.22 50.8 50.8 50.8 

Total other comprehensive income 0.5 50.8 51.3 51.3 

Tala! comprehensive (loss) income (67.9) 0.5 50.8 51.3 (16.6) 

Balance as at January 30, 2016 s 14.9 $ 739.0 $ 7.2 $ (206.9) $ (199.7) $ 554.2 

Balance as at February I, 2014 $ 14.9 $ 1,145.3 $ 6.0 $ (92.4) $ (86.4) $ 1,073.8 

Net loss (338.8) (338.8) 

Other comprehensive income (loss) 

Gain on foreign exchange 
derivatives, net of income tax 
expense of$3.9 14 10.8 10.8 10.8 

Reclassification of gain on foreign 
exchange derivatives, net of 
income tax expense of$3.6 14 (10.1) ( 10.1) (10.1) 

Remeasurement loss on net 
detined retirement benefit liability 
and the wTite down of deferred 
income tax asset associated with 
previously recorded 
remeasurement losses 20.22 ( 165.3) (165.3) (165.3) 

Total other comprehensive income 
(loss) 0.7 (165.3) (164.6) (164.6) 

Total comprehensive (loss) income (338.8) 0.7 (165.3) (164.6) (503.4) 

Share based compensation 0.4 0.4 

Balance as at January 31, 2015 $ 14.9 $ 806.9 $ 6.7 $ (257.7) $ (251.0) $ 570.8 

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the 52-week periods ended January 30, 2016 and January 31, 2015 

(in CAD millions) Notes 2015 2014 

Cash flow used for operating activities 
Net loss $ (67.9) $ (338.8) 

Adjustments for: 

Depreciation and amortization expense 9,10 48.4 89.3 

Share based compensation (0.4) 0.4 

Loss (gain) on disposal of property, plant and equipment 0.3 (0.6) 

Net impairment losses 9,10,29 63.3 162.0 

Gain on sale and leaseback transactions 27 (67.2) 

Gain on termination of credit card arrangement 28 (170.7) 

Gain on sale of interest in joint arrangements II (35.1) 

Finance costs 17,19,22 9.7 1.0 

Interest income 5 (2.3) (2.6) 

Retirement benefit plans expense 20 18.9 19.0 

Gain on settlement of retirement benefits 20 (5.1) (1 0.6) 

Short-tenn disability expense 20 4.9 5.7 

Income tax expense (recovery) 22 5.2 (21.2) 

Interest received 5 1.1 2.5 

Interest paid 17 (2.7) (3.3) 

Retirement benefit plans contributions 20 (48.6) (24.2) 

Income tax refunds (payments), net 22 87.6 (60.7) 

Other income tax deposits (1 0.3) 

Changes in non-cash working capital balances "" (64.3) (67.3) .).) 

Changes in non-cash long-term assets and liabilities 34 (11.7) 30.2 

(201.5) (264.6) 

Cash flow generated from investing activities 
Purchases of property, plant and equipment and intangible assets 9,10 (45.4) (54.0) 

Proceeds from sale ofpropetiy, plant and equipment 0.3 1.2 

Proceeds from termination of credit card arrangement 28 174.0 

Net proceeds from sale and leaseback transactions 27 130.0 

Proceeds from sale of interest in joint arrangements 11 71.7 

258.9 18.9 

Cash flow used for financing activities 
Interest paid on finance lease obligations 17,19 (1.9) (2.2) 

Repayment oflong-tetm obligations (3.9) (7.8) 

Transaction fees associated with amended credit facility 17 (1.0) 

(5.8) (11.0) 

Effect of exchange rate on cash at end of period 3.3 1.9 

Increase (decrease) in cash 54.9 (254.8) 

Cash at beginning of period $ 259.0 $ 513.8 

Cash at end of period 5 $ 313.9 $ 259.0 

The accompanying notes are an integral part of these consolidated tlnancial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. General information 

Sears Canada Inc. is incorporated in Canada. The address of its registered office and principal place of business is 290 Yonge 
Street, Suite 700, Toronto, Ontario, Canada M5B 2C3. The principal activities of Sears Canada Inc. and its subsidiaries (the 
"Company") include the sale of goods and services through the Company's Retail channels, which includes its full-line, Sears 
Home, Hometown, Outlet, Corbeil Electrique Inc. ("Corbeil") stores, and its Direct (catalogue/internet) channel. It also includes 
service revenue related to product repair and logistics. Commission revenue includes travel, home improvement services, insurance, 
wireless and long distance plans, and performance payments received from JPMorgan Chase Bank, N.A. (Toronto Branch) 
("JPMorgan Chase") under the Company's credit card marketing and servicing alliance with JPMorgan Chase (see Note 28 for 
additional information). Licensee fee revenue is comprised of payments received from licensees that operate within the Company's 
stores (see Note 14 for additional infonnation). The Company was a party to a number of real estate joint arrangements which had 
been classified as joint operations and accounted for by recognizing the Company's share ofjoint arrangements' assets, liabilities, 
revenues and expenses for financial reporting purposes (see Note 2.4 for additional information). 

2. Significant accounting policies 

2.1 Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with International Financial Reporting 
Standards ("!FRS") as issued by the International Accounting Standards Board ("1ASB"). 

2.2 Basis of preparation and presentation 

The principal accounting policies of the Company have been applied consistently in the preparation of its consolidated financial 
statements for all periods presented. These financial statements follow the same accounting policies and methods of application 
as those used in the preparation of the 2014 Annual Consolidated Financial Statements. The Company's significant accounting 
policies are detailed in Note 2. 

2.3 Basis of measurement 

The consolidated financial statements have been prepared on the historical cost basis, with the exception of certain financial 
instruments that are measured at fair value and the retirement benefit liability, which is the net total of retirement benefit plan 
assets and the present value of accrued retirement benefit plan obligations. Historical cost is generally based on the fair value of 
the consideration given in exchange for assets. 

2.4 Basis of consolidation 

The consolidated financial statements incorporate the financial statements of the Company as well as all of its subsidiaries. Real 
estate joint arrangements were accounted for by recognizing the Company's share of the joint arrangements' assets, liabilities, 
revenues and expenses (described further in Note 2.12). 

The fiscal year of the Company consists of a 52 or 53-week period ending on the Saturday closest to January 31. The fiscal years 
for the 2015 and 2014 consolidated financial statements represent the 52-week period ended January 30, 2016 ("Fiscal 20 15" or 
"20 I 5") and the 52-week period ended January 31, 2"0 15 ("Fiscal 20 14" or "20 14"), respectively. 

The Company's consolidated financial statements are presented in Canadian dollars, which is the Company's functional currency. 
For Fiscal 2014, the Company was comprised of two reportable segments, Merchandising and Real Estate Joint Arrangements. 
Prior to Fiscal 2015, the Company disposed of its real estate joint arrangement interests in shopping centres. As a result, the 
Company is now comprised of one reportable segment, Merchandising. Prior year information has been restated to conform to the 
current year's presentation. 

2.5 Cash 

Cash is considered to be restricted when it is subject to contingent rights of a third party customer, vendor, government agency or 
financial institution. 

2.6lnventories 

Inventories are measured at the lower of cost and net realizable value. Cost is determined using the weighted average cost method, 
based on individual items. The cost is comprised of the purchase price, plus the costs incuned in bringing the inventory to its 
present location and condition. Net realizable value is the estimated selling price in the ordinary course ofbusiness less the estimated 
costs to sell. Rebates and allowances received from vendors are recognized as a reduction to the cost of inventory, unless the 
rebates clearly relate to the reimbursement of specific expenses. A provision for shrinkage and obsolescence is calculated based 
on historical experience. All inventories consist of finished goods. 
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2. 7 Property, plant and equipment 

Property, plant and equipment are measured at cost or deemed cost less accumulated depreciation and accumulated impairment 
losses. Costs include expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes site preparation costs, design and engineering fees, freight (only on initial freight costs incurred between the vendor and 
the Company), installation expenses and provincial sales tax (Saskatchewan, Manitoba and British Columbia), and is net of any 
vendor subsidies or reimbursements. An allocation of general and specific incremental interest charges for major construction 
projects is also included in the cost of related assets. Property, plant and equipment within two of the Company's Logistics Centres 
have been classified as held for sale in the Consolidated Statements of Financial Position (see Note 29). 

When the significant parts of an item of property, plant and equipment have varying useful lives, they are accounted for as separate 
components of property, plant and equipment. Depreciation is calculated based on the depreciable amount of the asset or significant 
component thereof, if applicable, which is the cost of the asset or significant component less its residual value. Depredation is 
recognized using the straight-line method for each significant component of an item of property, plant and equipment and is 
recorded in "Selling, administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 
The estimated useful lives are 2 to 13 years for equipment and fixtures and I 0 to 50 years for buildings and building improvements. 
The estimated useful lives, residual values and depreciation methods for property, plant and equipment are reviewed annually and 
adjusted, if appropriate, with the effect of any changes in estimates accounted for on a prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease, unless it is reasonably certain that the Company will obtain ownership by the end of the 
lease term. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is detennined as the difference 
between the proceeds from sale or the cost of retirement and the carrying amount of the asset, and is recognized in the Consolidated 
Statements ofNet Loss and Comprehensive Loss. 

For a discussion on the impairment of tangible assets, refer to Note 2.1 0. Property, plant and equipment are reviewed at the end 
of each reporting period to determine if there are any indicators of impairment. 

2. 8 Investment properties 

The Company's investment properties consist of vacant land which is not currently used in its operations. Investment properties 
are measured at their deemed cost less accumulated impairment losses. 

The fair value of an investment property is estimated using observable data based on the current cost of acquiring a comparable 
property within the market area and the capitalization of the property's anticipated revenue. The Company engages independent 
qualified third parties to conduct appraisals of its investment properties. Investment properties within two of the Company's 
Logistics Centres have been classified as held for sale in the Consolidated Statements of Financial Position (see Note 29). 

The gain or loss arising from the disposal or retirement of an investment property is determined as the difference between the 
proceeds from sale or the cost of retirement, and the carrying amount of the asset, and is recognized in the Consolidated Statements 
of Net Loss and Comprehensive Loss. 

For a discussion on the impairment of tangible assets, refer to Note 2.1 0. Investment properties are reviewed at the end of each 
reporting period to determine if there are any indicators of impairment. 

2.9 Intangible assets 

2.9.1 Intangible assets other than goodwill 

Intangible assets consist primarily of finite life purchased and internally developed software. Finite life intangible assets are carried 
at cost less accumulated amortization and accumulated impairment losses and are amortized on a straight-line basis over their 
estimated useful lives which range from 2 to 5 years. The useful lives of primarily all intangible assets other than goodwill are 
finite. Certain intangible assets have an indefinite useful life, as there is no foreseeable limitto the period during which the Company 
expects the assets to generate net cash inflows. Amortization expense is included in "Selling, administrative and other expenses" 
in the Consolidated Statements of Net Loss and Comprehensive Loss. The estimated useful lives and amortization methods for 
intangible assets other than goodwill are reviewed annually, with the effect of any changes in estimates being accounted for on a 
prospective basis. 
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Internally developed software costs are capitalized when the following criteria are met: 
It is technically feasible to complete the software so that it will be available for use; 
The Company intends to complete the software product; 
The Company has an ability to use the -software; 
The Company can demonstrate how the software will generate probable future economic benefits; 
Adequate technical, financial and other resources to complete the development and to use the software product are 
available; and 
The expenditure attributable to the software product during its development can be reliably measured. 

Costs that qualifY for capitalization are limited to those that are directly related to each software development project. 

2.9.2 Goodwill 

Goodwill arising in a business combination was recognized as an asset atthe date that control was acquired ("the acquisition date"). 
Goodwill was measured as the excess of the sum of the consideration transferred, over the net fair value of identifiable assets 
acquired less liabilities assumed as of the acquisition date. 

2.I 0 Impairment of tangible assets and intangible assets 

At the end of each reporting period, the Company reviews property, plant and equipment, investment properties and intangible 
assets for indicators of impainnent. If any such indication exists, the recoverable amount of the asset is estimated in order to 
detennine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual 
asset, the assets are then grouped together into the smallest group of assets that generate independent cash inflows from continuing 
use (the "cash generating unit" or "CGU") and a recoverable amount is estimated for that CGU. The Company has determined 
that its CGUs are primarily its retail stores. 

Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual CGUs. 
Otherwise, they are allocated to the smallest group ofCGUs for which a reasonable and consistent allocation basis can be identified. 

If the recoverable amount of an asset or a CGU is estimated to be less than its carrying amount, the asset or CGU will be reduced 
to its recoverable amount and an impairment loss is recognized immediately. If an impairment for a CGU has been identified, the 
impairment was first allocated to goodwill before other assets held by the CGU. Where goodwill is not part of a CGU, an impairment 
loss is recognized as a reduction in the carrying amount of the assets included in the CGU on a pro rata basis. 

Where an impairment loss subsequently reverses (not applicable to goodwill), the carrying amount of the asset or CGU is revised 
to an estimate of its recoverable amount limited to the carrying amount that would have been determined had no impairment loss 
been recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized immediately. 

2.II Impairment of goodwill 

Goodwill was not ammiized but was reviewed for impainnent at least annually. For the purposes of impairment testing, goodwill 
was allocated to each of the Company's CGUs expected to benefit from the synergies of the combination. 

CGUs to which goodwill had been allocated were tested for impainnent annually, or more frequently when there was an indication 
that the unit may be impaired. If the recoverable amount of the CGU was less than its carrying amount, the impairment loss was 
allocated first to reduce the carrying amount of any goodwill allocated to the CGU, and then to the other assets of the unit on a 
pro-rata basis, based on the carrying amount of each asset in the unit. Impairment losses for goodwill cannot be reversed in 
subsequent periods. 

2.I2 Joint arrangements 

Joint arrangements are arrangements of which two or more parties have joint control. Joint control is considered to be when all 
parties to the joint arrangement are required to reach unanimous consent over decisions about relevant business activities pertaining 
to the contractual an·angement. 

The Company had determined that its real estate joint aiTangements were joint operations. A joint operation is a contractual 
arrangement whereby two or more parties undertake an economic activity that is subject to joint control and whereby each party 
has rights to the assets and liabilities relating to the arrangement. Interests in joint operations were accounted for by recognizing 
the Company's share of assets, liabilities, revenues, and expenses incurred jointly. 

2.I3 Leasing arrangements 

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases. 
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2.13.1 The Company as lessor 

The Company has entered into a number of agreements to sub-lease premises to third parties. All sub-leases to third parties are 
classified as operating leases. Rental income from operating leases is recognized as a reduction of rent expense on a straight-line 
basis over the term of the lease. 

2.13.2 The Company as lessee 

Assets held under finance leases are initially recognized by the Company at the lower of the fair value of the asset and the present 
value of the minimum lease payments. The corresponding current and non-current liabilities to the lessor are included in the 
Consolidated Statements of Financial Position as a finance lease obligation in "Current portion of long-term obligations" and 
"Long-term obligations," respectively. The assets are depreciated using the same accounting policy as applicable to property, plant 
and equipment (see Note 2.7). 

Lease payments are apportioned between finance costs and the lease obligation in order to achieve a constant rate of interest on 
the remaining balance of the liability. The minimum lease payments are allocated between the land and building element in 
proportion to the relative fair values of the leasehold interests, in each of these elements of the lease. 

Assets under operating leases are not recognized by the Company. Operating lease payments are recognized in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

In the event that lease incentives are received from the landlord, such incentives are recognized as a liability. The aggregate benefit 
of incentives is recognized as a reduction of rental expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 

2.14 Retirement benefit plans 

The Company currently maintains a defined contribution and a defined benefit registered pension plan, which covers eligible 
regular full-time and part-time employees, a non-registered supplemental savings arrangement and a defined benefit non-pension 
retirement plan, which provides life insurance, medical and dental benefits to eligible retired employees through a health and 
welfare trust. 

2.14.1 Defined contribution plan 

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed or matching contributions 
based on employee contributions into a separate legal entity and has no further legal or constructive obligation to pay additional 
amounts. Company contributions to the defined contribution retirement benefit plan are recognized as an expense when employees 
have rendered services entitling them to the contributions. 

2.14.2 Defined benefit plans 

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations prepared by independent qualified actuaries at least every 3 years. Remeasurements comprised of actuarial 
gains and losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding interest) are recognized 
immediately in the Consolidated Statements of Financial Position with a charge or credit to "Other comprehensive income (loss), 
net of taxes" ("OCI") in the Consolidated Statements ofNet Loss and Comprehensive Loss, in the period in which they occur. 
The Company performs remeasurements at least annually. Remeasurements recorded in OCI are not subsequently reclassified into 
profit or loss. However, the entity may transfer those amounts recognized in OCl within "Accumulated other comprehensive 
loss" ("AOCL") in the Consolidated Statements of Changes in Shareholders' Equity. Past service cost is recognized in profit or 
loss in the period of plan amendment. Net-interest is calculated by applying the discount rate to the net defined benefit liability or 
asset. Defined benefit costs are split into three categories: 

service cost, past-service cost, gains and losses on curtailments and settlements; 
net interest expense or income; 
remeasurements. 

The Company presents the first two components of defined benefit costs in "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Loss and Comprehensive Loss. 

Remeasurements are recorded in OCI. 

The retirement benefit obligation recognized in the Consolidated Statements of Financial Position represents the actual deficit or 
surplus in the Company's defined benefit plans. Any surplus resulting from this calculation is limited to the present value of any 
economic benefits available in the form of refunds from the plans or reductions in future contributions to the plans. 

2 .14.3 Termination benefits 

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw the offer of the termination 
benefit and when the entity recognizes any related restructuring costs. 
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2.15 Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable, excluding sales taxes. Revenue is reduced for 
estimated customer returns, discounts and other similar allowances. 

2.15.1 Sale of goods 

Revenue from the sale of goods is recognized upon delivery of goods to the customer. In the case of goods sold in-store, delivery 
is generally complete at the point of sale. For goods subject to delivery such as furniture or major appliances, and goods sold online 
or through the catalogue, delivery is complete when the goods are delivered to the customers' selected final destination or picked 
up from a catalogue/online agent. In the case of goods subject to installation, such as home improvement products, revenue is 
recognized when the goods have been delivered and the installation is complete. 

2.15.2 Rendering of services 

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract. 

Extended warranty service contracts 

The Company sells extended warranty service contracts with terms of coverage generally between 12 and 60 months. Revenue 
from the sale of each contract is deferred and amortized on a straight-line basis over the term of the related contract. 

Product repair, handling and installation services 

Product repair, handling and installation services revenue is recognized once the services are complete. These services are performed 
within a short timeframe. 

2. I 5.3 Commission and licensee fee revenue 

The Company earns commission revenue by selling various products and services that are provided by third parties, such as sales 
of travel services, home improvement products and insurance programs. As the Company is not the primary obligor in these 
transactions, these commissions are recognized upon sale of the related product or service. 

Fee revenue is received from a variety oflicensees that operate in the Company's stores. Revenue earned is based on a percentage 
of licensee sales. Revenue is recorded upon sale of the related product or service. 

Revenue was received from JPMorgan Chase relating to credit sales. Revenue was primarily based on a percentage of sales charged 
on the Sears Card or Sears MasterCard and was included in revenue when the sale occurred (see Note 28 for additional information). 

2.15.4 Interest income 

Interest income is recognized when it is probable that the economic benefits will flow to the Company and the amount of income 
can be reliably measured. Interest income is accrued on a periodic basis by reference to the principal outstanding and the applicable 
interest rate. 

2.15.5 Customer loyalty program 

The Sears Club Points Program (the "Program") allows members to earn points from eligible purchases made on any tender 
accepted by the Company. Members can then redeem points in accordance with the Program rewards schedule for merchandise. 
When points are earned, the Company defers revenue equal to the fair value of the awards adjusted for expected redemptions. 
When awards are redeemed, the redemption value of the awards is charged against deferred revenue and recognized as revenue. 
The expected future redemption rates are reviewed on an ongoing basis and are adjusted based upon expected future activity. 

2.15.6 Gift cards 

The Company sells gift cards through its retail stores, websites and third parties with no administrative fee charges or expiration 
dates. No revenue is recognized at the time gift cards are sold. Revenue is recognized as a merchandise sale when the gift card is 
redeemed by the customer. The Company also recognizes income when the likelihood of the gift card being redeemed by the 
customer is remote, which is generally at the end of 18 months subsequent to issuance, estimated based on historical redemption 
patterns. 

2.15. 7 Cost of goods and services sold 

Cost of goods and services sold includes the purchase price of merchandise sold, freight and handling costs incurred in preparing 
the related inventory for sale, installation costs incurred relating to the sale of goods subject to installation, write-downs taken on 
inventory during the period, physical inventory losses and costs of services provided during the period relating to services sold, 
less rebates from suppliers relating to merchandise sold. 
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2.16 Foreign currency translation 

Transactions in currencies other than the Company's functional cuiTency are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each reporting period, monetary assets and liabilities denominated in foreign currencies 
are retranslated to the functional currency at the exchange rates prevailing at that date. 

Exchange differences arising on re-translation are recognized in the Consolidated Statements of Net Loss and Comprehensive 
Loss in the period in which they arise, except for exchange differences on certain foreign currency hedging transactions (see Note 
14.3). 

Non-monetary assets and liabilities denominated in a foreign currency that are measured at historical cost are translated using the 
exchange rate at the date of the transaction and are not retranslated. 

2.17 Consideration from a vendor 

The Company has arrangements with its vendors that provide for rebates subject to binding contractual agreements. Rebates on 
inventories subject to binding agreements are recognized as a reduction of the cost of sales or related inventories for the period, 
provided the rebates are probable and reasonably estimable. Rebates on advertising costs subject to binding agreements are 
recognized as a reduction of the advertising expense for the period, provided the rebates are probable and reasonably estimable. 

2.18 Taxation 

Income tax expense represents the sum of current tax expense and deferred tax expense. 

2.18.1 Current tax 

Tax currently payable or recoverable is based on taxable earnings or loss for the reporting period. Taxable income differs from 
earnings as reported in the Consolidated Statements of Net Loss and Comprehensive Loss, due to income or expenses that are 
taxable or deductible in other years and items that are not taxable or deductible for tax purposes. The Company's liability for 
current tax is calculated using tax rates that have been enacted or substantively enacted as at the end of the reporting period and 
includes any adjustments to taxes payable and/or taxes recoverable in respect of prior years. 

2.18.2 Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities and the corresponding 
tax bases used in the computation of taxable earnings or loss. 

Deferred tax liabilities are typically recognized for taxable temporary differences. Deferred tax assets are typically recognized for 
deductible temporary differences to the extent that it is probable that taxable income will be available, against which deductible 
temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary differences arise 
from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable net earnings or loss nor the accounting income or loss. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and written down to the extent that it 
is no longer probable that sufficient taxable income will be available to allow all or part of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applicable in the period in which the liability 
is settled or the asset is realized, based on tax rates and tax laws that have been enacted or substantively enacted by the end of the 
reporting period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and 
liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax 
liabilities, when they relate to income taxes levied by the same taxation authority and when the Company intends to settle its 
current tax assets and liabilities on a net basis. Deferred tax assets and liabilities are not discounted. 

2.18.3 Current and deferred tax for the period 

CuiTent and deferred tax are recognized as a tax expense orrecovery in the Consolidated Statements ofNet Loss and Comprehensive 
Loss, except when they relate to items that are recognized outside of earnings or loss (whether in OCI, or directly in equity), in 
which case, the tax is also recognized outside of earnings or loss, or where they arise from the initial accounting for a business 
combination. In the case of a business combination, the tax effect is included in the accounting for the business combination. 
Interest on the Company's tax position is recognized as a finance cost. 

2.19 Provisions 

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event, it is probable 
that the Company will be required to settle the obligation and a reliable estimate can be made for the amount of the obligation. 
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The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end 
of the reporting period, taking into account the risks and uncertainties specific to the obligation. Where a provision is measured 
using the cash flow estimated to settle the present obligation, its carrying amount is the present value of such cash flows. 

When some or all of the economic resources required to settle a provision are expected to be recovered from a third pm1y, a 
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably. 

2.19.1 Onerous contract provisions 

An onerous contract provision is recognized when the expected benefits to be derived by the Company from a contract are lower 
than the unavoidable cost of meeting its obligations. The provision is measured at the present value of the lower of the expected 
cost of terminating the contract or the expected cost of continuing with the contract. Before a provision is established, the Company 
recognizes any impairment loss on the assets associated with that contract. The onerous contract provision is included in "Other 
provisions" as seen in Note 16. 

2.19.2 General liability provisions 

The Company purchases third party insurance for automobile, damage to a claimant's property or bodily injury from use of a 
product and general liability claims that exceed a certain dollar level. However, the Company is responsible for the payment of 
claims under these insured limits. In estimating the obligation associated with incurred losses, the Company utilizes actuarial 
methodologies which are based on historical data and validated by an independent third party. Loss estimates are adjusted based 
on actual claims settlements and reported claims (see Note 16). 

2.19.3 Warranty provisions 

An estimate for warranty provisions is made at the time the merchandise is sold based on historical warranty trends (see Note 16). 

2.19.4 Returns and allowances provisions 

Provisions for retums and allowances are made based on historical rates which represent the expected future outflow of economic 
resources on current sales (see Note 16). 

2.19.5 Environmental provisions 

The Company is exposed to environmental risks as an owner, lessor and lessee of property. Under federal and provincial laws, the 
owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its properties 
or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims against the 
Company. The provision is based on assessments conducted by third parties, as well as historical data (see Note 16). 

2.20 Financial assets 

All financial assets are recognized a11d derecognized on the trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned. Financial 
assets are initially measured at fair value plus transaction costs, except for those financial assets at 'fair value through profit or 
loss' ("FVTPL") for which the transaction costs are expensed as incurred. 

Financial assets and liabilities are offset with the net mnount presented in the Consolidated Statements of Financial Position when, 
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial assets are classified into the following categories: financial assets at FVTPL, 'held-to-maturity' investments, 'available
for-sale' ("AFS") financial assets and 'loans and receivables'. The classification depends on the nature and purpose of the financial 
assets and is determined at the time of initial recognition. Currently the Company does not have any 'held-to-maturity' investments. 

2.20.1 Effective interest method 

The effective interest method calculates the amortized cost of a financial asset or financial liability and allocates interest income 
or expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash flow (including 
all fees on points paid or received that fonn an integral part of the effective interest rate, transaction costs and other premiums or 
discounts) through the expected life of the financial instrument, or (where appropriate) a shorter period, to the net carrying amount 
on initial recognition. 

Interest income or expense is recognized on an effective interest basis for financial assets and financial liabilities other than those 
classified as at FVTPL. 

2.20.2 Financial assets at FVTPL 

Financial assets are classified at FVTPL when the financial asset is either held-for-trading or it is designated as at FVTPL. 
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2.20.3 AFS financial assets 

Gains and losses arising from changes in fair value of AFS are recognized in OCI, with the exception of impainnent losses, interest 
calculated using the effective interest method and foreign exchange gains and losses on monetary assets, which are recognized in 
"Selling, administrative and other expenses" or "Interest income" in the Consolidated Statements ofNet Loss and Comprehensive 
Loss. Where the investment is disposed of or is detennined to be impaired, the cumulative gain or loss previously included in 
A OCL is reclassified to "Selling, administrative and other expenses" in the Consolidated Statements ofNet Loss and Comprehensive 
Loss. 

2.20.4 Loans and receivables 

Cash held by the bank and restricted cash are classified as 'loans and receivables' and are measured at amortized cost. 

Trade receivables and other receivables that have fixed or detenninable payments that are not quoted in an active market are also 
classified as 'loans and receivables'. Loans and receivables are measured at amortized cost using the effective interest method, 
less any impairment. Interest income is recognized by applying the effective interest rate, except for short-term receivables, where 
the recognition of interest would be immaterial. 

2.20.5 Impairment of financial assets 

Financial assets, other than those at FVTPL, are assessed for indicators ofimpainnent at the end of each reporting period. Financial 
assets are considered to be impaired when there is objective evidence that the estimated future cash flow of the financial asset 
have been negatively affected as a result of events that have occurred after its initial recognition. 

For all financial assets, objective evidence ofimpainnent could include: 
Significant financial difficulty of the issuer or counterparty; or 
Default or delinquency in interest or principal payments; or 
Probability that the borrower will enter bankruptcy or financial reorganization. 

For financial assets carried at amortized cost, the amount of any impainnent loss recognized is the difference between the asset's 
carrying amount and the present value of estimated future cash flow discounted at the financial asset's initial effective interest 
rate. When a subsequent event causes the amount of any impainnent loss to decrease, the decrease in impairment loss is reversed 
through the Consolidated Statements of Net Loss and Comprehensive Loss. 

The carrying amount of the financial asset is reduced by any impairment loss directly for all financial assets with the exception of 
trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is 
considered uncollectible, its carrying amount is written off including any amounts previously recorded in the allowance account. 
Subsequent recoveries of amounts previously written off are credited to "Selling, administrative and other experises" in the 
Consolidated Statements of Net Loss and Comprehensive Loss. Changes in the carrying amount of the allowance account are also 
recognized in "Selling, administrative and other expenses". 

2.20.6 Derecognition of financial assets 

The Company derecognizes a financial asset only when the contractual rights to the cash flow from the asset expire, or when 
substantially all the risks and rewards of ownership ofthe asset are transferred to another entity. If the Company retains substantially 
all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the financial asset and 
also recognizes a collateralized borrowing for the proceeds received. 

2.21 Financial liabilities and equity instruments 

2.21.1 Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the contractual 
arrangement. 

2.21.2 Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issuance costs. 

2.21.3 Financial liabilities 

Financial liabilities are recognized on the trade date at which the Company becomes a party to the contractual provisions of the 
instrument. Financial liabilities are classified as either financial liabilities at 'FVTPL' or 'other financial liabilities'. 
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2.21.4 Financial liabilities at FVTPL 

Financial liabilities are classified as at FVTPL when they are either held-for-trading or designated as at FVTPL. Currently the 
Company does not have any financial liabilities that have been designated as at FVTPL upon initial recognition. 

2.21.5 Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. Other financial 
liabilities are subsequently measured at amortized cost with interest expense recognized on an effective interest method. 

The Company amortizes debt issuance transaction costs over the life of the debt using the effective interest method. 

2.21.6 Derecognition of financial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, cancelled or 
expired. 

2.22 Derivative financial instruments 

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign exchange 
rate risk, including foreign exchange forward contracts and interest rate swaps. Further details on derivative financial instruments 
are disclosed in Note 14. 

Derivatives are initially recognized at fair value at the date the derivative contract is entered into and are subsequently remeasured 
to their fair value at the end of each reporting period. The resulting gain or loss is recognized immediately in "Selling, administrative 
and other expenses" in the Consolidated Statements ofNet Loss and Comprehensive Loss, unless the derivative is designated and 
effective as a hedging instrument, in which case, the timing of the recognition depends on the nature of the hedge relationship. 
The Company designates certain derivatives as hedges of highly probable forecasted transactions or hedges of foreign currency 
risk of firm commitments (cash flow hedges). 

A derivative with a positive fair value is recognized as a financial asset, whereas a derivative with a negative fair value is recognized 
as a financial liability. A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the 
instrument is more than 12 months and it is not expected to be realized or settled within 12 months. Other derivatives are presented 
as current assets or current liabilities. 

2.22.1 Hedge accounting 

The Company designates certain hedging instruments, which include derivatives, as cash flow hedges. Hedges offoreign exchange 
risk on firm commitments are accounted for as cash flow hedges. 

At the inception of the hedging relationship, the Company documents the relationship between the hedging instrument and the 
hedged item, along with its risk management objectives and its strategy for undertaking various hedging transactions. At the 
inception of the hedge and on an ongoing basis, the Company documents whether the hedging instrument is highly effective in 
offsetting changes in fair values or cash flows of the hedged item. 

Note 14 sets out details of the fair values of the derivative instruments used for hedging purposes. 

2.22.2 Cash flow hedges 

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognized 
in OCI. The gain or loss relating to the ineffective portion is recognized immediately in "Selling, administrative and other expenses" 
in the Consolidated Statements of Net Loss and Comprehensive Loss. Amounts previously recognized in OCI and accumulated 
in AOCL within equity are reclassified in the periods when the hedged items are recognized (i.e. to "Cost of goods and services 
sold" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

Hedge accounting is discontinued when the Company revokes the hedging relationship, when the hedging instrument expires or 
is sold, terminated, or exercised, or when it no longer qualifies for hedge accounting. Any gains or losses accumulated in AOCL 
within equity at the time of discontinuation remain in equity and are transferred to "Cost of goods and services sold" in the 
Consolidated Statements of Net Loss and Comprehensive Loss when the forecasted transaction is ultimately recognized. When a 
forecasted transaction is no longer expected to occur, the gains or losses accumulated in equity are recognized immediately. 

2.23 Net loss per share 

Net loss per share is calculated using the weighted average number of shares outstanding during the reporting period. Diluted net 
loss per share is determined using the 'treasury stock method,' which considers the potential for the issuance of new shares created 
by unexercised in-the-money options, if any such options are outstanding. 
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2.24 Share based compensation 

The Company granted restricted share units ("RSUs") to an employee in Fisca12014 under an equity-based compensation plan, 
which were forfeited in Fisca120 15. For equity-settled awards, the fair value of the grant ofRSUs was recognized as a compensation 
expense over the period that the related service was rendered with a corresponding increase in equity. The total amount expensed 
was recognized over a three-year vesting period on a tranche basis, which was the period over which all of the specified vesting 
conditions were to be satisfied. At each balance sheet date, the estimate of the number of equity interests that were expected to 
vest was revised. The impact of the revision to original estimates, if any, was recognized in "Seiling, administrative and other 
expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

3. Issued standards not yet adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the Company 
may be required to adopt in the future. Since the impact of a proposed standard may change during the review period, the Company 
does not comment publicly until the standard has been finalized and the effects have been detennined. 

In January 2016, the IASB issued the following new standard: 

JFRS 16, Leases ("JFRS 16") 

IFRS 16 replaces lAS 17, Leases. This standard wiii bring most leases on-balance sheet for lessees under a single model, 
eliminating the distinction between operating and financing leases. Lessor accounting remains largely unchanged and the 
distinction between operating and finance leases is retained. Adoption ofiFRS 16 is mandatory and wiii be effective for 
annual periods beginning on or after January I, 2019 with earlier adoption permitted. The Company is currently assessing 
the impact of adopting this standard on the Company's consolidated financial statements and related note disclosures. 

In July 2014, the IASB issued the final publication ofthe following standard: 

JFRS 9, Financial instruments ("JFRS 9") 

IFRS 9 replaces lAS 39, Financial instruments: Recognition and Measurement ("lAS 39"). This standard establishes 
principles for the financial reporting of financial assets and financial liabilities that wiii present relevant and useful 
infonnation to users of financial statements for their assessment of the amounts, timing and uncertainty of an entity's 
future cash flows. This standard also includes a new general hedge accounting standard which will align hedge accounting 
more closely with risk management. It does not fully change the types of hedging relationships or the requirement to 
measure and recognize ineffectiveness, however, it wiii permit more hedging strategies that are used for risk management 
to qualify for hedge accounting and introduce more judgment to assess the effectiveness of a hedging relationship. Adoption 
ofiFRS 9 is mandatory and will be effective for annual periods beginning on or after January 1, 2018 with earlier adoption 
permitted. The Company is CUITently assessing the impact of adopting this standard on the Company's consolidated 
financial statements and related note disclosures. 

In May 2014, the IASB issued the following new standard: 

JFRS 15, Revenue from Contracts with Customers ("JFRS 15") 

IFRS I 5 replaces lAS II, Construction Contracts, and lAS 18, Revenue, as well as various interpretations regarding 
revenue. This standard introduces a single model for recognizing revenue that applies to all contracts with customers, 
except for contracts that are within the scope of standards on leases, insurance and financial instruments. This standard 
also requires enhanced disclosures. Adoption ofiFRS 15 is mandatory and wiii be effective for annual periods beginning 
on or after January I, 2018, with earlier adoption permitted. The Company is currently assessing the impact of adopting 
this standard on the Company's consolidated financial statements and related note disclosures. 

4. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company's accounting policies, management is required to make judgments, estimates and assumptions 
with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
underlying assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of 
the revision and future periods, if the revision affects both current and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting policies, 
key assumptions concerning the future and other key sources of estimation uncertainty that have the potential to materially impact 
the carrying amounts of assets and liabilities. 
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4.I Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits of each 
claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by intemal and 
extemal counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements ofNet Loss and Comprehensive 
Loss. For additional information, see Note 16. 

4.2 Inventory 

4.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated based on 
historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is estimated 
based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory count 
data. 

4.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

4.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in the cost of 
inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and a charge 
or credit to "Cost of goods and services sold" in the Consolidated Statements of Net Loss and Comprehensive Loss. For additional 
information, see Note 7. 

4.3 Impairment a_( property, plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to CGUs. At the end of each reporting 
period, the carrying amounts of property, plant and equipment and intangible assets are assessed to detennine if there is any 
evidence that an asset is impaired. Detennining if there are any facts and circumstances indicating impairment loss is a subjective 
process involvingjudgment and a number of estimates and assumptions. If there are such facts and circumstances, the recoverable 
amount of the asset is estimated. 

Assets that cannot be tested individually for impairment are grouped into the smallest group of assets that generates cash inflows 
through continued use that are largely independent ofthe cash inflows from other assets or groups of assets (cash generating unit 
orCGU). 

The recoverable amount of an asset or a CGU is the higher of its value in use and fair value less costs to sell. To determine value 
in use, expected future cash flows are discounted using a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the asset or CGU. In the process of measuring expected future cash flows, the Company makes 
assumptions about future operating profit. These assumptions relate to future events and circumstances. Although the assumptions 
are based on market information available at the time of the assessment, actual results may vary. 

The Company's corporate and intangible assets do not generate separate cash flows. Ifthere is evidence that a corporate or intangible 
asset is impaired, the recoverable amount is determined for the CGU to which the corporate asset belongs. Impairments are recorded 
when the carrying amount of the CGU to which the corporate asset belongs is higher than its recoverable amount. 

Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements of Net Loss and Comprehensive Loss. For additional information, see Note 9 and Note I 0.2. 

4.4 Impairment of goodwill 

Determining whether goodwill was impaired required the Company to determine the recoverable amount of the CGU to which 
the goodwill was allocated. To detennine the recoverable amount of the CGU, management was required to estimate its value by 
evaluating expected future cash flow using an appropriate growth rate, the estimated costs to sell and a suitable discount rate to 
calculate the value in use. For additional information, see Note I 0. I. 
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4.5 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation rate, salary 
growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" and OCI in the Consolidated Statements of Net 
Loss and Comprehensive Loss. For additional inf01mation, see Note 20. 

4. 6 Loyalty program deferred revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized upon 
redemption of the points for merchandise. The redemption value of the points is estimated at the initial sale transaction, based on 
historical behaviour and trends in redemption rates and redemption values, as well as an adjustment for the percentage of points 
that are expected to be converted to reward cards, but for which the likelihood of redemption is remote ("reward card breakage"). 

Changes in estimates may result in changes to "Deferred revenue" (current) on the Consolidated Statements of Financial Position 
and an increase or decrease to "Revenue" in the Consolidated Statements of Net Loss and Comprehensive Loss. For additional 
information, see Note 13. 

4. 7 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar forward contracts are traded over-the-counter and give holders the right to 
buy a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. dollar forward 
contracts is estimated by discounting the difference between the contractual forward price and the current forward price for the 
residual maturity of the contract using a risk-free interest rate. The fair value offuel swaps is based on counterparty confirmations 
tested for reasonableness by discounting estimated future cash flows derived from the terms and maturity of each contract using 
market fuel prices atthe measurement date. The Company is required to estimate various inputs which are used in these calculations 
that are a combination of quoted prices and observable market inputs. The fair values of derivatives include an adjustment for 
credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the Consolidated 
Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, administrative and other 
expenses" or OCI in the Consolidated Statements of Net Loss and Comprehensive Loss. For additional information, see Note 14. 

4.8 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Revenue", "Cost of goods and services sold" or "Selling, administrative and other expenses" in the 
Consolidated Statements of Net Loss and Comprehensive Loss. For additional infonnation, see Note 16. 

4.9 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception of the 
lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were ~valuated based on 
certain significant assumptions including the discount rate, economic life of an asset, lease term and existence of a bargain renewal 
option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Current portion of long-term 
obligations" and "Long-term obligations" on the Consolidated Statements of Financial Position and a charge or credit to "Selling, 
administrative and other expenses" and "Finance costs" in the Consolidated Statements of Net Loss and Comprehensive Loss. For 
additional infonnation, see Note 19. 

4.10 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax authorities. The Company 
applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits. If the 
result of a tax audit materially differs from the existing provisions, the Company's effective tax rate and its net loss will be affected 
positively or negatively. The Company also uses judgment in assessing the likelihood that deferred income tax assets will be 
recovered from future taxable income by considering factors such as the reversal of deferred income tax liabilities; projected future 
taxable income, tax planning strategies and changes in tax laws. 
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Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Other long-term 
assets", "Income and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of Financial Position and 
a charge or credit to "Income tax (expense) recovery" in the Consolidated Statements ofNet Loss and Comprehensive Loss. For 
additional information, see Note 22. 

4.11 Gift cards 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by customers. The 
Company also recognizes income when the likelihood ofredeemingthe gift card is remote ("gift card breakage"). Gift card breakage 
is estimated based on historical redemption patterns. Changes in estimates of the redemption pattems may result in changes to 
"Deferred revenue" (current) on the Consolidated Statements of Financial Position and an increase or decrease to "Revenue" in 
the Consolidated Statements of Net Loss and Comprehensive Loss. 

4.12 Classification ofjoint arrangements 

The Company had classified its interests in real estate joint arrangements related to shopping centres as joint operations. In doing 
so, the Company determined that the decisions regarding relevant activities required unanimous consent of the parties sharing 
control. In the event of a dispute between parties sharing control of the joint arrangements, settlement occurred through unbiased 
arbitration, legal action, or a sale of the pa1ty's interest to the other party. The Company examined the legal structure, contractual 
arrangements and other relevant facts and circumstances for each joint arrangement and detern1ined that it had rights to the assets 
and obligations to the liabilities of each joint arrangement. Therefore, the Company had detennined that its real estate joint 
arrangements were joint operations and were recognized in accordance with the Company's interest in the assets, liabilities, revenues 
and expenses of these arrangements. For additional information, see Note 11. 

5. Cash and interest income 

Cash 

The components of cash were as follows: 

(in CAD millions) 

Cash 

Restricted cash 

Total cash 

$ 

$ 

The components of restricted cash are further discussed in Note 21. 

Interest income 

As at As at 
January 30, 2016 January 3 L 2015 

306.9 $ 239.9 

7.0 19.1 

313.9 $ 259.0 

Interest income for the fiscal year ended January 30, 2016 totaled $2.3 million (2014: $2.6 million). During Fiscal 2015, the 
Company received $1.1 miilion (20 14: $2.5 miilion) in cash related to interest income. Interest income for the fiscal year ended 
January 30, 2016 of $1.1 million (20 14: $0.1 miilion) related to refund interest on net cash income tax receipts (see Note 22 for 
ad-ditional information), with the balance related primarily to cash. 

6. Accounts receivable, net 

The components of accounts receivable, net were as follows: 

(in CAD millions) 

Deferred receivables 

Other receivables 

Total accounts receivable, net 

$ 

$ 

As at 
January 30, 2016 

0.2 $ 
59.2 

59.4 $ 

As at 
January 31. 2015 

0.4 

72.6 

73.0 

As at January 30,2016, other receivables primarily consist of amounts due from customers and amounts due from vendors. As at 
January 31, 2015, other receivables primarily consisted of amounts due from customers, amounts due from vendors and amounts 
due from JPMorgan Chase, as part of the Company's credit card marketing and servicing alliance (see Note 28 for additional 
information). 
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Included in the accounts receivable balances above are amounts that are past due but are not provided for, as the Company considers 
the balances to be collectible. These past due accounts receivable balances are listed below: 

(in CAD millions) 

Greater than 30 days 

Greater than 60 days 

Greater than 90 days 

Total 

7. Inventories 

$ 

$ 

As at 
January 30, 2016 

5.0 $ 
1.3 

4.2 

10.5 $ 

As at 
January 31,2015 

6.0 

2.5 
6.6 

15.1 

The amount of inventory recognized as an expense during Fiscal 2015 was $1,943.8 million (20 14: $2,111.4 million), which 
included $66.2 million (20 14: $106.0 million) of inventory write-downs to reduce the carrying amount of inventory to net realizable 
value. These expenses were included in "Cost of goods and services sold" in the Consolidated Statements of Net Loss and 
Comprehensive Loss. Inventory write downs included reversals of prior period inventory write-downs for Fiscal 2015 of $1.6 
million (2014: $4.0 million), due to an increase in net realizable value. 

Inventory is pledged as collateral under the Company's revolving credit facility (see Note 17). 

8. Prepaid expenses 

The components of prepaid expenses were as follows: 

(in CAD millions) 

Rent 

Contracts 

Supplies 

Insurance 

Other 

Total prepaid expenses 

$ 

$ 

68 

As at 
January 30, 2016 

10.7 $ 

l1.5 

2.8 

0.8 

5.2 

31.0 $ 

As at 
January 31, 2015 

11.4 
10.2 

3.0 

0.8 

3.3 

28.7 
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9. Property, plant and equipment and investment properties 

The following is a continuity of property, plant and equipment: 

Buildings and 
Leasehold 

(in CAD millions) Land Improvements 
Cost or deemed cost 

Balance at February 1, 2014 $ 237.7 $ 1,127.7 

Additions 0.2 1.0 

Disposals (9.5) (42.3) 

Balance at January 31, 2015 $ 228.4 $ 1,086.4 

Additions 14.0 

Disposals (52.1) (16.3) 

Net movement to assets held for sale 2 (2.5) (16.3) 

Balance at January 30,2016 $ 173.8 $ 1,067.8 

Accumulated depreciation and impairment 

Balance at February 1, 20 I 4 $ $ 739.1 

Depreciation expense 1 35.9 

Disposals (18.2) 

Impairment losses 1 91.1 

Balance at January 31, 20 I 5 $ $ 847.9 

Depreciation expense 19.7 

Disposals (15.6) 

Net impairment losses 1 10.5 

Net movement to assets held for sale 2 (8.5) 

Balance at January 30, 2016 $ $ 854.0 

Total property, plant and equipment 

Net balance at January 30, 2016 $ 173.8 $ 213.8 

Net balance at January 31, 2015 $ 228.4 $ 238.5 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Finance Finance Equipment 
Lease Lease and 

Buildings Equipment Fixtures 

44.5 $ 4.4 $ 1,116.0 $ 

0.1 28.5 

(3.0) (3.5) (8.5) 

41.5 $ 1.0 $ 1,136.0 $ 

0.1 9.6 

(3.5) (13.7) 

(7.0) 

38.0 $ 1.1 $ 1,124.9 $ 

16.2 $ 3.2 $ 986.3 $ 

3.8 0.8 36.4 

(3.0) (3.5) (7.1) 

17.1 27.6 

34.1 $ 0.5 $ 1,043.2 $ 

2.0 0.3 22.9 

(3.5) (13.7) 

5.4 23.3 

(7.0) 

38.0 $ 0.8 $ 1,068.7 $ 

$ 0.3 $ 56.2 $ 

7.4 $ 0.5 $ 92.8 $ 

})epreciation t!xpense and impairme111/o.\·.,·e.o; are indudr!d in ",')'el/in[!.. administralire and othr!r expense.\··· in the ( 'onso/idatt!d ,)'tatement.\· c~lNr!I/A).\'S and 
( 'omprr.!lu!llSh'e J.oss. 

Total 

2,530.3 

29.8 

(66.8) 

2,493.3 

23.7 

(85.6) 

(25.8) 

2,405.6 

1,744.8 

76.9 

(31.8) 

135.8 

1,925.7 

44.9 

(32.8) 

39.2 

(15.5) 

1,961.5 

444.1 

567.6 

Rr!pre.w!nts the halancl.!s related to the !Jark ,)'tri!C!I/.ogistics ( 'enlrt! located in Regina. R(~fi!r to Notf! 29 "Assets classf(h!d as ht!ld.fhr sale ''.fhradditional il?/hrmation. 

Impairment loss 

During Fiscal2015, the Company recognized a net impairment loss of$43.1 million (2014: $67.5 million) on a number of Sears 
full-line stores, an impairment loss of nil (2014: $0.8 million) on a number of Corbeil stores, a net impairment loss of$4.2 million 
(20 14: $17.6 million) on a number of Sears Home stores, an impairment loss of $0.5 million (20 14: $5.5 million) on a number of 
Hometown stores and an impairment loss of $6.5 million (20 14: nil) related to the Direct channel. The impairment loss was due 
to indicators (in patticular a decrease in revenue or decrease in cash flows) that the recoverable amount was less than the carrying 
value. The recoverable amounts of the CGUs tested were determined in each case as the higher of fair value less costs to sell, or 
value in use. In calculating fair value less costs to sell, the Company conducted appraisals of ce1tain land and building prope1ties 
that it owned or leased, with the assistance of independent qualified third party appraisers. The valuation methods used to determine 
fair value included the direct capitalization and discounted cash flow methods for buildings and the direct sales comparison for 
land. In calculating value in use the Company used the present value of the estimated cash flows over the lease term plus one 
renewal for Sears full-line stores and Home stores, five years for Hometown stores and seven years for the internet and catalogue 
CGUs of the Direct Channel, as this was management's best estimate of the useful life of the assets of these CGUs. A pre-tax 
discount rate of I 2.8% was based on management's best estimate of the CGUs' weighted average cost of capital considering the 
risks facing the CGUs. The estimated cash flows for the CGUs described above assumed no future improvement in the CGUs' 
results, given their recent operating performance. In calculating value in use for Sears full-line stores and Home stores, the present 
value of the estimated cash flows over the lease te1m with no renewal terms would increase the amount of the total net impairment 
loss related to property, plant and equipment and intangible assets by approximate.ly $1.3 million. 
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Impairment reversal 

During Fiscal 20I4, the Company undertook a comprehensive evaluation of its logistics network for current and future needs, 
given its changing warehousing requirements. Accordingly, the Company determined that the Montreal distribution centre ("MDC") 
may be considered for disposition. The Company determined the fair value of the MDC by engaging an independent qualified 
third party appraiser to conduct an appraisal of the property. The valuation methods used was the direct sales comparison approach. 
The Company assessed various scenarios provided by the appraiser to determine a fair value. As a result of the carrying amount 
exceeding the recoverable amount of $44.3 million for the MDC, an impairment loss of $44.4 million was included in "Selling, 
administrative and other expenses" in the Consolidated Statements ofNet Loss and Comprehensive Loss in Fiscal20I4. 

During Fiscal 20I5, the Company determined that the MDC was no longer being considered for disposition in the foreseeable 
future. The Company determined the fair value of the MDC by engaging an independent qualified third party appraiser to conduct 
an appraisal of the property, based on the highest and best use of the MDC. The valuation methods used to determine fair value 
included the direct capitalization and discounted cash flow methods for buildings and the direct sales comparison for land. As a 
result of the recoverable amount of $57.5 million exceeding the carrying amount of $42.4 million for the MDC, an impaiiment 
reversal of$15.I million was included in "Selling, administrative and other expenses" in the Consolidated Statements ofNet Loss 
and Comprehensive Loss in Fiscal 20I5. The impainnent reversal is included in the net impairment losses for 20I5 in "Buildings 
and Leasehold Improvements." 

The Company will continue to assess the recoverable amount of the CGUs at the end of each reporting period and adjust the 
carrying amount accordingly. To determine the recoverable amount of the CGUs, the Company will consider factors such as 
expected future cash flows, growth rates, capitalization rates and an appropriate discount rate to calculate the fair value or value 
in use as required. 

The net impairment loss to property, plant and equipment of $39.2 million (20I4: $I35.8 million) was included in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

The total net impaim1ent loss related to property, plant and equipment, intangible assets and assets classified as held for sale 
included in Fiscal 20I5 was $63.3 million (20I4: $I62.0 million). See Note IO and Note 29 for additional information. 

Investment properties 

Investment properties owned by the Company represent vacant land with no operating activity. Investment property within the 
Company's Broad Street Logistics Centre ("Broad Street") and Park Street Logistics Centre ("Park Street") both located in Regina 
have been classified as held for sale in the Consolidated Statements of Financial Position (see Note 29). During Fiscal20I5, there 
were no investment property additions, disposals, impairment losses or reversals. As at January 30, 20 I6, the carrying value and 
fair value of investment properties were $21.7 million ($4.7 million included in "Assets held for sale") and $30.3 million, 
respectively (January 3I, 20I5: $2I.7 million ($2.4 million included in "Assets held for sale") and $27.7 million). The fair value 
of the investment properties are classified within Level3 of the fair value hierarchy (described further in Note I4.6). The Company 
engaged independent qualified third party appraisers to conduct appraisals and the fair value was determined using direct sales 
comparisons. 

1 0. Goodwill and intangible assets 

I O.I Allocation of goodivill to cash generating units 

As at February I, 20 I4, goodwill as reported in the Consolidated Statements of Financial Position of $2.6 million related to the 
Corbeil CGU. In the assessment of impairment, management used historical data and past experience as the key assumptions in 
the determination of the recoverable amount of the Corbeil CGU. The Company completed a test for goodwill impairment during 
Fiscal 2014. 

The recoverable amount of the Corbeil CGU was determined based on its estimated fair value less costs to sell. The fair value was 
determined based on the present value of the estimated free cash flows over a I 0 year period. Cost to sell was estimated to be 2% 
of the fair value of the business, which reflected management's best estimate of the potential costs associated with divesting of 
the business. A pre-tax discount rate of I 0.2% per annum was used, based on management's best estimate of the Company's 
weighted average cost of capital adjusted for the risks facing the Corbeil CGU. Annual growth rates of 5% for the first 2 years 
and 2% for the subsequent 8 years were used for Corbeil given the businesses' historical growth experience and anticipated growth. 
The recoverable amount was determined to be less than the carrying value including the goodwill of $2.6 million related to the 
Corbeil CGU in Fiscal20 I4, resulting in a goodwill impairment of$2.6 million. The impairment loss of$2.6 million was included 
in "Selling, administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. This 
impairment loss was attributable to revenue declines experienced in the Corbeil business. 
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I 0.2 Intangible assets 

The following is a continuity of intangible assets: 

(in CAD millions) 

Cost or deemed cost 

Balance at February I, 2014 

Additions 

Balance at January 31, 2015 

Additions 

Disposals 

Balance at January 30,2016 
Accumulated amortization 

Balance at February 1, 2014 

Amortization expense 1 

Impairment losses 1 

Balance at January 31, 2015 

Amortization expense 1 

Disposals 

Jmpainnent losses 1 

Balance at January 30, 2016 

Total intangible assets 

Net balance at January 30,2016 
Net balance at January 31, 20 15 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Application 
Software 

44.2 $ 

21.8 

66.0 $ 

27.1 

93.1 $ 

24.9 $ 

8.7 

23.6 

57.2 $ 

3.4 

20.3 

80.9 $ 

12.2 $ 

8.8 $ 

Infonnation 
System Software and 

Other 

134.0 $ 

2.2 

136.2 $ 

3.0 

(0.1) 

139.1 $ 

125.1 $ 

3.7 

128.8 $ 

0.1 

(0.1) 

128.8 $ 

10.3 $ 

7.4 $ 

Total 

178.2 

24.0 

202.2 

30.1 

(0.1) 

232.2 

150.0 

12.4 

23.6 

186.0 

3.5 

(0.1) 

20.3 

209.7 

22.5 

16.2 

Amorti:::atiou expense and impairment losses are i11cluded in ",\'e/ling, administrative ami olltt!r expenses·· in the ( 'onwlidated .\'tatenu!nls c?fNetl,oss and ( 'omprehensire 
l.oss. 

Impairment loss 

During Fiscal 2015, the Company recognized an impairment loss of $20.3 million (20 14: $23.6 million) on intangible assets 
allocated to a number of Sears full-line stores, Home stores, Hometown stores and the Direct Channel. The impairment loss was 
due to indicators (in particular a decrease in revenue or decrease in cash flows) that the recoverable amount was less than the 
carrying value. The loss was included in "Selling, administrative and other expenses" in the Consolidated Statements ofNet Loss 
and Comprehensive Loss. 

11. Joint arrangements 

The Company's real estate joint arrangements in 2014 included its share of assets, liabilities, revenues, and expenses from its joint 
arrangement interests in three shopping centres across Canada, all of which contained a Sears store. Joint arrangement interests 
ranged from 15% to 20% and were co-owned with Ivanhoe Cambridge II Inc. ("Ivanhoe'') to develop and operate commercial 
properties (shopping malls). 

During the third quarter of 2014, the Company sold its 15% joint aiTangement interest in Les Galeries de Hull shopping centre 
("Hull") that it co-owned with Ivanhoe, to Fonds de placement immobilier Cominar ("Cominar") for total proceeds of $10.5 
million, recognizing a pre-tax gain of$3.4 million on the sale. The sale closed on September 30,2014. In connection with this 
transaction, the Company determined that because the Company had surrendered substantially all of its rights and obligations and 
had transferred substantially all of the risks and rewards of ownership related to the property, immediate gain recognition was 
appropriate. Cominar had previously entered into an agreement to acquire Ivanhoe's 85% joint arrangement interest in Hull as 
announced on August 26, 2014. Following the sale, the Company continues to operate its store in the shopping centre on tenns 
and conditions unchanged from those before the sale. 
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During the third quarter of 2014, the Company sold its 20% joint arrangement interest in Kildonan Place Shopping Centre 
("Kildonan") that it co-owned with Ivanhoe, to H&R Real Estate Investment Trust for total proceeds of$27.7 million, recognizing 
a pre-tax gain of$11.2 million on the sale. The sale closed on September 17, 2014, pursuant to an agreement entered into on August 
6, 2014. In connection with this transaction, the Company determined that because it had SU!Tendered substantially all of its rights 
and obligations and had transferred substantially all of the risks and rewards of ownership related to the property, immediate gain 
recognition was appropriate. Following the sale, the Company continues to operate its store in the shopping 'centre on terms and 
conditions unchanged from those before the sale. 

During the second quarter of 2014, the Company sold its 15% joint arrangement interest in Les Rivieres Shopping Centre that it 
co-owned with Ivanhoe for total proceeds of $33.5 million, to Ivanhoe, recognizing a pre-tax gain of $20.5 million on the sale. 
The sale closed on June 2, 2014, pursuant to an agreement entered into on May 16,2014. In connection with this transaction, the 
Company determined that because it had surrendered substantially all of its rights and obligations and had transferred substantially 
all of the risks and rewards of ownership related to the property, immediate gain recognition was appropriate. 

12. Other long-term assets 

The components of other long-term assets were as follows: 

(in CAD millions) 

Income taxes recoverable 

Prepaid rent 

Receivables 

Investments 

Unamortized debt transaction costs 

Other long-term assets 

13. Deferred revenue 

The components of deferred revenue were as follows: 

(in CAD millions) 

Arising from extended warranty seJVice contracts (iJ 

Arising from unshipped sales (ii) 

Arising from customer loyalty program !iii) 

Arising from gift card issuances (iv) 

Other (v) 

Total deferred revenue 

Current 

Non-current 

Total deferred revenue 

$ 

$ 

As at 
January 30, 2016 

3.8 $ 

5.2 

1.8 

1.3 

3.2 

15.3 $ 

As at 
January 30, 2016 

$ 131.2 

50.8 

34.1 

10.7 

5.7 

$ 232.5 

$ 158.3 

74.2 

$ 232.5 

The following explanations describe the Company's deferred revenue: 

As at 
January 31, 2015 

6.4 

5.5 

3.1 

1.3 

4.2 

20.5 

As at 
January 31,2015 

$ 134.8 

57.2 

36.8 

15.0 

4.2 

$ 248.0 

$ 171.2 

76.8 

$ 248.0 

(i) Deferred revenue arising from the sale of extended warranty service contracts, which provide coverage for product repair 
services over the term of the contracts. 

(ii) Deferred revenue arising from the sale of merchandise which has not yet been delivered to or picked up by the customer. 
The revenue is recognized once the merchandise is delivered to the customer. 

(iii) Deferred revenue arising from the Sears Club loyalty program. 

(iv) Deferred revenue arising from the purchase of gift cards by customers that have not yet been redeemed for merchandise. 
The revenue is recognized primarily upon redemption of the gift card. 

(v) Other includes deferred revenue for services that have not yet been fully rendered. The revenue is recognized when the 
goods have been delivered or by reference to the stage of completion of the service. 
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14. Financial instruments 

In the ordinary course of business, the Company enters into financial agreements with banks and other financial institutions to 
reduce underlying risks associated with interest rates, foreign currency, and commodity prices. The Company does not hold or 
issue derivative financial instruments for trading or speculative purposes. 

Financial instrument risk management 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk consists of 
foreign exchange, interest rate, fuel price and natural gas price risk. 

14.1 Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's counterparties 
to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash, accounts receivable and other 
long-term assets. 

Cash, accounts receivable, derivative instruments and investments included in other long-term assets totaling $381.2 million as at 
January 30, 2016 (January 31, 2015: $340.5 million) expose the Company to credit risk should the borrower default on maturity 
of the instruments. The Company manages this exposure through policies that require borrowers to have a minimum credit rating 
of A, and limiting investments with individual borrowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from third parties as a result of ongoing credit evaluations and review of accounts 
receivable collectability. An allowance account included in "Accounts receivable, net" in the Consolidated Statements of Financial 
Position totaled $6.0 million as at January 30, 2016 (January 31, 2015: $8.3 million). As at January 30, 2016, no individual party 
represented 10% or more of the Company's net accounts receivable (January 31, 2015: one party represented 11.0% of the 
Company's net accounts receivable). 

14.2 Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfY financial liabilities as they come due. The 
Company actively maintains access to adequate funding sources to seek to ensure it has sufficient available funds to meet current 
and foreseeable financial requirements at a reasonable cost. 

The following table summarizes the carrying amount and the contractual maturities of both the interest and principal portion of 
significant financial liabilities as at January 30,2016: 

Carrying 
(in CAD millions) Amount Total 

Accounts payable and accrued 
$ 332.7 $ 332.7 $ I iabilities 

Finance lease obligations including 
payments due within one year 1 24.2 30.2 

Operating lease obligations 2 n/a 376.3 
Royalties 2 n/a 15.9 
Purchase agreements 2

.4 n/a 13.4 

Retirement benefit plans obligations 3 326.9 65.6 
$ 683.8 $ 834.1 $ 

Contractual Cash Flow Maturities 

Within 1 year to 3 years to 
1 year 3 years 5 years 

332.7 $ $ 

5.6 10.0 8.7 

81.2 130.2 81.5 

3.4 7.2 5.3 

12.2 0.5 0.5 

20.2 39.3 5.9 

455.3 $ 187.2 $ 101.9 

$ 

$ 

Beyond 
5 years 

5.9 

83.4 

0.2 

0.2 

89.7 

('ash flow maturities related to .finance lease oh/igations, including pql'mellls due! H'ithin one year, include annual interest on .finance lease ohligatiom· at a weighted 
m·erage ratf! qf"7.6%. 

Operating lease! oh/igations, rc~valtif!s and cf!rtain purchase agreements are not reportf!d i11 the ( 'on.wlidated Statemel1fs ofFinancial Position. 

Payments are hosed 011 a.fimding raluation as at JJecemher 3/, 2013 lfhk·h ll·as completed on June 30, 201-1. Any ohligation heymul2019would he hasr!d on a.fimdin!{ 
1·aluation to he completed as at /Ject!mhl!r 3 J, 20/6. 

( 'ertainrendm:\· tl!quirt! minimum purcha.\'l! conmtitnwnt le1·l!/s m·r!rthe term oft he comract. A portion r?f'these ohhgations are included in ··othr!r lonx-tr!tlll /iahilities·· 
in the ( 'onsoliclated Statemems qf Financial Position. 

Management believes that cash on hand, future cash flow generated from operating activities and availability of current and future 
funding will be adequate to support these financial liabilities. As of January 30, 2016, the Company did not have any significant 
capital expenditure commitments. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 
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I .f. 3 Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar denominated 
assets and liabilities and purchases of goods or services. As at January 30, 2016, there were forward contracts outstanding with a 
notional value ofU.S. $168.0 million (January 31,2015: U.S. $40.0 million) and a fair value of$6.6 million included in "Derivative 
financial assets" (January 31, 2015: $7.2 million included in "Derivative financial assets") in the Consolidated Statements of 
Financial Position. These derivative contracts have settlement dates extending to October 2016. The intrinsic value portion of these 
derivatives has been designated as a cash flow hedge for hedge accounting treatment under lAS 39. These contracts are intended 
to reduce the foreign exchange risk with respect to anticipated purchases of U.S. dollar denominated goods purchased for resale 
("hedged item"). As at January 30, 2016, the designated portion of these hedges was considered effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements of Financial 
Position, the fair value of the contracts is included in "Derivative financial assets" or "Derivative financial liabilities", depending 
on the fair value, and classified as CUITent or long-term, depending on the maturities of the outstanding contracts. Changes in the 
fair value of the designated portion of contracts are included in OCl for cash flow hedges, to the extent the designated portion of 
the hedges continues to be effective, with any ineffective portion included in "Cost of goods and services sold" in the Consolidated 
Statements of Net Loss and Comprehensive Loss. Amounts previously included in OCl are reclassified to "Cost of goods and 
services sold" in the same period in which the hedged item impacts net loss. 

During Fiscal2015, the Company recorded a loss of$3.2million (2014: loss of$5.0 million), in "Selling, administrative and other 
expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss, relating to the translation or settlement of U.S. 
dollar denominated monetary items consisting of cash, accounts receivable and accounts payable. 

The year end exchange rate was 0. 7140 U.S. dollars to one Canadian dollar. A 1 0% appreciation or depreciation of the U.S. dollar 
and/or the Canadian dollar exchange rate was determined to have an after-tax impact on net loss of $0.4 million for U.S. dollar 
denominated balances included in cash and accounts payable. 

I .f . .f Interest rate risk 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets and 
liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Net assets included in cash and other long-term assets, and borrowings under the Amended Credit Facility, when applicable, are 
subject to interest rate risk. The total subject to interest rate risk as at January 30,2016 was a net asset of$315.2 million (January 31, 
2015: net asset of$260.3 million). An increase or decrease in interest rates of25 basis points would cause an after-tax impact on 
net loss of $0.6 million for net assets subject to interest rate risk included in cash and other long-term assets at the end of Fiscal 
2015. 

I .f. 5 Fuel and natural gas price risk 

The Company entered into fuel and natural gas derivative contracts to manage the exposure to diesel fuel and natural gas prices 
and help mitigate volatility in cash flow for the transportation service business and utilities expense, respectively. As at January 30, 
2016, the fixed to floating rate swap contracts outstanding had a notional volume of2.4million litres (January 31,2015: 4. 7 million 
litres) of diesel and nil gigajoules ("GJ") (January 3 I, 2015: 0.3 million GJ) of natural gas and a fair value ofless than $0. I million 
(January 31, 20 I 5: less than $0.1 million) combined. These derivative contracts have settlement dates extending to January 3 I, 
20 I 7 with monthly settlement of maturing contracts. 

!.f. 6 Class(fication and fair value offinancial instruments 

The estimated fair values of financial instruments presented are based on relevant market prices and information available at those 
dates. The following table summarizes the classification and fair value of certain financial instruments as at the specified dates. 
The Company determines the classification of a financial instrument when it is initially recorded, based on the underlying purpose 
of the instrument. As a significant number of the Company's assets and liabilities, including inventories and capital assets, do not 
meet the definition of financial instruments, values in the tables below do not reflect the fair value of the Company as a whole. 
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The fair value of financial instruments are classified and measured according to the following three levels, based on the fair value 
hierarchy. 

Level 1: Quoted prices in active markets for identical assets or liabilities 
Level2: Inputs other than quoted prices in active markets that are observable for the asset or liability either directly (i.e. 
as prices) or indirectly (i.e. derived from prices) 
Level 3: Inputs for the asset or liability that are not based on observable market data 

(in CAD millions) 

Fair Value As at As at 
Classification Balance Sheet Category Hierarchy January 30, 2016 January 31,2015 

Fair value through profit or loss 

U.S.$ derivative contracts Derivative financial assets Level2 6.6 7.2 

Long-tenn investments Other long-tenn assets Level3 1.3 1.3 

All other assets that are financial instruments not listed in the chart above have been classified as "Loans and receivables". All 
other financial instrument liabilities have been classified as "Other liabilities" and are measured at amortized cost in the Consolidated 
Statements of Financial Position. The carrying value of these financial instruments approximate fair value given that they are 
primarily short-term in nature. 

On May 27,2015, Trave!Brands Inc. ("Trave!Brands"), which manages the day-to-day operations of all Sears Travel offices and 
provides commissions to the Company, announced that it had obtained an Order from the Ontario Superior Court of Justice granting 
it creditor protection under the Companies' Creditors Arrangement Act (the "Order"). Under the Order, Trave!Brands was granted 
a stay of creditor claims against Trave!Brands and its subsidiaries. As a result of this announcement, during Fiscal2015 the Company 
recorded a charge of $6.4 million against previous amounts owing from Trave!Brands, included in "Selling, administrative and 
other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. Trave!Brands exited creditor protection 
subsequent to the end of Fiscal 2015, and continues to be a licensee of the Company, as the Company signed a new contract with 
Trave!Brands with a revised commission structure during Fiscal 2015. 

On December 13, 2013, SHS Services Management Inc. ("SHS"), which managed the day-to-day operations of all Sears Home 
Installed Products and Services business, announced that it was in receivership. Prior to the announcement, SHS issued the Company 
an interest-bearing promissory note for $2.0 million, secured by certain assets of SHS, repayable by July 16, 2015. The promissory 
note, net of allowances was included in "Accounts receivable, net" in the Consolidated Statements of Financial Position as at 
January 30, 2016. As a result of the announcement, and a subsequent announcement by the Company on March 21, 2014 regarding 
certain obligations of SHS, the Company recorded a $3.0 million charge against receivables from SHS (including a $1.0 million 
writeoff of outstanding commissions receivable and a $2.0 million allowance on the promissory note) during Fiscal 2014. The 
Company also recorded a charge to warranty provision of$8.7 million during Fiscal 2013 and Fiscal 2014 related to potential 
future claims for work that had been performed by SHS, as well as assuming the warranty obligations with respect to work 
previously performed by the Company which had been assumed by SHS. The warranty provision balance for these items was $4.1 
million as at January 30, 2016 (January 31,2015: $5.6 million), and was included in "Provisions" and "Other long-term liabilities" 
in the Consolidated Statements of Financial Position. 

15. Accounts payable and accrued liabilities 

The components of"Accounts payable and accrued liabilities" as included in the Consolidated Statements of Financial Position 
were as follows: 

(in CAD millions) 

Total accounts payable 

Accrued liabilities 

Payroll and employee benefits 

Merchandise accruals 

Short-term leasehold inducements 

Advertising accruals 

Other accrued liabilities 

Total accrued liabilities 

Total accounts payable and accrued liabilities 

As at 
January 30, 2016 

$ 162.5 $ 

29.0 

65.6 

8.3 

11.9 

55.4 

$ 170.2 $ 

$ 332.7 $ 

75 

As at 
January 31. 2015 

205.7 

26.6 

48.5 

8.6 

7.4 

62.6 

153.7 

359.4 

553 



16. Provisions 

The following is a continuity which shows the change in provisions during Fiscal2015 and Fiscal2014: 

As at Additional Release of Reversed As at 
(in CAD millions) January 31,2015 Provisions Provisions Provisions January 30,2016 

Insurance (IJ $ 13.7 $ 3.2 $ (4.8) $ $ 12.1 
Returns and allowances (iiJ 12.0 6.5 (7.4) 11.1 
Warranties (iii) 8.2 0.6 (3.6) 5.2 
Sales tax UvJ 6.0 22.1 (1.4) 26.7 
Severance (v) 11.9 28.7 (18.3) (5.9) 16.4 
Environmental (viJ 6.1 2.7 (2.1) (0.3) 6.4 

Other provisions 5.5 (2.4) (0.2) 2.9 

Total provisions $ 63.4 $ 63.8 $ (40.0) $ (6.4) $ 80.8 

Current $ 58.6 $ 63.6 $ (40.0) $ (6.4) $ 75.8 
Non-cuiTent (iii), (vi) 4.8 0.2 5.0 

Total provisions $ 63.4 $ 63.8 $ (40.0) $ (6.4) $ 80.8 

As at Additional Release of Reversed As at 
(in CAD millions) February I, 2014 Provisions Provisions Provisions January 31,2015 

Insurance (IJ $ 16.8 $ 1.0 $ ( 4.1) $ $ 13.7 
Returns and allowances <iiJ 11.1 7.3 (6.4) 12.0 
Warranties (iii) 8.7 10.8 (1 0.4) (0.9) 8.2 
Sales tax (ivJ 6.2 2.5 (2.4) (0.3) 6.0 
Severance <vJ 50.5 17.0 (50.4) (5.2) 11.9 
Environmental (viJ 6.9 1.5 (2.0) (0.3) 6.1 

Other provisions 9.6 0.8 (4.9) 5.5 
Total provisions $ 109.8 $ 40.9 $ (80.6) $ (6.7) $ 63.4 

Current $ 109.4 $ 36.5 $ (80.6) $ (6.7) $ 58.6 
Non-current (iiiJ 0.4 4.4 4.8 
Total provisions $ 109.8 $ 40.9 $ (80.6) $ (6.7) $ 63.4 

The following explanations describe the Company's provisions: 

(i) The provision f01: insurance, or general liability claims, represents the Company's best estimate of the future outflow of 
economic resources due to automobile, product and other general liability claims. Insurance claims relating to this provision 
are expected to be paid over the next several years; however, as the Company has no unconditional right to defer the 
settlement past at least 12 months, this provision is considered to be current. In estimating the obligation associated with 
incurred losses, the Company utilizes actuarial methodologies validated by an independent third party. These actuarial 
methodologies utilize historical data to project future incurred losses. Loss estimates are adjusted based on reported claims 
and actual settlements. 

(ii) The provision for returns and allowances represents the Company's best estimate of the future outflow of economic resources 
due to merchandise returns and allowances. Retums and allowances relating to this provision are expected to be realized 
over the next 12 months. Uncertainty exists relating to the amount and timing of returns and allowances, therefore, historical 
data has been used to arrive at this estimate. 

(iii) The provision for warranty claims represents the Company's best estimate of the future outflow of economic resources 
that will be required due to the Company's warranty obligations. Uncertainty exists relating to the number of incidents 
requiring merchandise repair and the related costs. This provision is estimated based on historical warranty trends and 
costs. The amount of expected reimbursements from vendors recorded as at January 30, 2016 was nil (January 31, 2015: 
$0.2 miilion) and was included in "Accounts receivable, net" and "Other long-term assets" in the Consolidated Statements 
of Financial Position. The provision for warranty claims is primarily expected to be realized within 72 months, with the 
balance included in "Provisions" and "Other long-term liabilities" in the Consolidated Statements of Financial Position. 
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(iv) The Company maintains provisions for sales tax assessments under active discussion, audit, dispute or appeal with tax 
authorities. These provisions represent the Company's best estimate of the amount expected to be paid based on qualitative 
and quantitative assessments. Though uncertainty exists around the timing of settlement of the disputes or appeals with 
tax authorities, the Company expects that sales tax provisions will be settled within 4 years. However, as the Company has 
no unconditional right to defer the settlement of these provisions past at least 12 months, these provisions are classified as 
current. 

(v) The provision for severance represents the Company's best estimate of the future outflow of payments to terminated 
employees . Uncertainty exists in certain cases relating to the amount of severance that will be awarded in court proceedings. 
As the Company has no unconditional right to defer these payments past at least 12 months, this provision is classified as 
current. 

(vi) The environmental provision primarily represents the costs to remediate environmental contamination associated with 
decommissioning auto centres to meet regulatory requirements. The provision is based on assessments conducted by third 
parties as well as historical data. The timing of payments for remediation is uncertain and as the Company has no 
unconditional rightto defer most of these payments past at least 12 months, the balance is included primarily in "Provisions", 
with the remainder of the balance included in "Other long-term liabilities" in the Consolidated Statements of Financial 
Position. 

17. Long-term obligations and finance costs 

Long-term obligations 

The Company's debt consists of finance lease obligations. In September 2010, the Company entered into an $800.0 million senior 
secured revolving credit facility (the "Credit Facility") with a syndicate of lenders with a maturity date of September 10, 2015. 

On May 28, 2014, the Company announced that it had extended the term of the Credit Facility (the "Amended Credit Facility") 
to May 28, 2019 and reduced the total credit limit to $300.0 million. The Amended Credit Facility is secured with a first lien on 
inventory and credit card receivables. The Company incurred additional transaction costs of$1.0 million in Fiscal 2014 related to 
the Amended Credit Facility. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base formula, up to a maximum availability 
of $300.0 million. Availability under the Amended Credit Facility was $120.1 million as at January 30, 2016 after application of 
the pension deficit reserve (January 31, 2015: $260.7 million). In 2013, as a result of judicial developments relating to the priorities 
of pension liability relative to certain secured obligations, the Company provided additional security to the lenders by pledging 
certain real estate assets as collateral, thereby partially reducing the potential reserve amount the lenders could apply. As at 
January 30,2016, six properties in Canada had been registered under the Amended Credit Facility. The reserve amount may increase 
or decrease in the future based on changes in estimated net pension deficits in the event of a wind-up, and based on the value of 
real estate assets pledged as additional collateral. 

The Amended Credit Facility contains covenants which are customary for facilities of this nature and the Company was in 
compliance with all covenants as at January 30, 2016. 

As at January 30,2016, the Company had no borrowings on the Amended Credit Facility. The Company had unamortized transaction 
costs associated with the Amended Credit Facility of $3.2 million included in "Other long-term assets" in the Consolidated 
Statements of Financial Position (January 31, 2015: no borrowings and unamortized transaction costs of$4.2 million included in 
"Other long-term assets"). In addition, the Company had $63.3 million (January 3 I, 2015: $39.3 million) of letters of credit 
outstanding against the Amended Credit Facility. These letters of credit cover various payment obligations. Interest on drawings 
under the Amended Credit Facility is determined based on bankers' acceptance rates for one to. three month terms or the prime 
rate plus a spread. Interest amounts on the Amended Credit Facility are due monthly and are added to principal amounts outstanding. 

As at January 30, 2016, the Company had outstanding merchandise letters of credit of U.S. $4.8 million (January 31, 2015: U.S. 
$6.9 million) used to support the Company's offshore merchandise purchasing program with restricted cash pledged as collateral. 

Finance costs 

Interest expense on long-term obligations, including finance lease obligations, the current portion of long-term obligations, 
amortization oftransaction costs, accretion on the long-term portion of provisions and commitment fees on the unused portion of 
the Amended Credit Facility for Fiscal 2015 totaled $6.3 million (20 14: $7.3 million). Interest expense was included in "Finance 
costs" in the Consolidated Statements of Net Loss and Comprehensive Loss. Also included in "Finance costs" for Fiscal 2015, 
was an expense of $3.4 million for interest on income tax assessments and reassessments of the current and prior years (20 14: 
recovery of$6.5 million for interest on accruals for uncertain tax positions) and an expense of nil (20 14: $0.2 million), for interest 
on the settlement of a sales tax assessment. 
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The Company's cash payments for interest on long-term obligations, including finance lease obligations, the current portion of 
long-term obligations and commitment fees on the unused portion of the Credit Facility for Fiscal2015 totaled $4.6 million (2014: 
$5.5 million). 

18. Other long-term liabilities 

The components of other long-term liabilities were as follows: 

(in CAD millions) 

Leasehold inducements 

Straight-line rent liability 

Miscellaneous 

Total other long-term liabilities 

$ 

$ 

As at 
January 30,2016 

43.3 $ 

11.7 

12.0 

67.0 $ 

As at 
January 31,2015 

50.9 

5.0 

7.9 

63.8 

The non-current pm1ions of the warranties and environmental provisions (see Note 16) are reflected in the miscellaneous component 
of "Other long-tenn liabilities" in the Consolidated Statements of Financial Position. 

19. Leasing arrangements 

19.1 Finance lease arrangements- Company as lessee 

As at January 30, 2016, the Company had finance lease arrangements related to the building and equipment components of certain 
leased properties, which include retail, office and warehouse locations. The related land components of these properties have been 
separately classified as operating leases. The buildings and equipment held under finance leases are used in the normal course of 
operations and do not contain significant unusual or contingent lease terms or restrictions. Building leases typically run for a period 
of 1 to 10 years, with some leases providing multiple options to renew after that date. Equipment leases typically run for a period 
of I to 5 years, with some leases providing an option to renew after that date. 

Finance lease buildings and equipment are included in the Consolidated Statements of Financial Position under "Property, plant 
and equipment." Note 9 provides further details on the net carrying value of these assets, which as at January 30,2016 was $0.3 
million (January 31, 2015: $7.9 million). 

As at January 30, 2016, the con·esponding finance lease obligations, current and non-cmTent, were $4.0 million (January 31, 2015: 
$4.0 million) and $20.2 million (January 31, 2015: $24.1 million), included in the Consolidated Statements of Financial Position 
under "Current portion of long-term obligations" and "Long-term obligations," respectively (see Note 17). 

The table below presents the future minimum lease payments of the Company's finance lease obligations: 

As at As at 
Januuy 30, 2016 January 31, 2015 

Finance Future Present value of Finance Future Present value of 
lease finance minimum lease· lease finance minimum lease 

(in CAD millions) payments costs payments payments costs payments 

Within I year $ 5.6 $ 1.6 $ 4.0 $ 5.8 $ 1.8 $ 4.0 

2 years 5.0 1.5 3.5 5.6 1.8 3.8 
3 years 5.0 1.1 3.9 5.0 1.4 3.6 
4 years 4.9 0.8 4.1 5.0 1.1 3.9 

5 years 3.8 0.5 3.3 4.9 0.8 4.1 

Thereafter 5.9 0.5 5.4 9.7 1.0 8.7 

Total minimum payments $ 30.2 $ 6.0 $ 24.2 $ 36.0 $ 7.9 $ 28.1 

Interest on finance lease obligations is recognized immediately in "Finance costs" in the Consolidated Statements ofNet Loss and 
Comprehensive Loss (see Note 17). Included in totai"Finance costs" in Fiscal2015, was $1.9 million (2014: $2.2 million) of 
interest paid related to finance lease obligations. 

19.2 Operating lease arrangements- Company as lessor 

The Company has a number of agreements to sub-lease premises to third parties, which are all classified as operating leases. During 
Fiscal2015, total sub-lease income from leased premises was $2.4 million (2014: $2.7 million). 

As at January 30, 2016, total future minimum lease payments receivable from third party tenants were $15.0 million (2014: $14.7 
million). 

78 

556 



19.3 Operating lease arrangements - Company as lessee 

As at January 30, 20I6, the Company had operating lease arrangements related to leased retail and office properties as well as 
equipment assets. The leases typically run for a period of I to I 0 years, with some leases providing an option to renew after that 
date. Some leases include additional or contingent rent payments that are based on sales and step rent payments which are recognized 
on a straight-line basis over the term of the lease. During Fiscal 20 I5, contingent rent recognized as an expense in respect of 
operating leases totaled $0.3 million (20I4: $1.0 million). Rental expense for all operating leases totaled $99.9 million in Fiscal 
20I5 (20I4: $I09.7 million). These expenses are included in "Selling, administrative and other expenses" in the Consolidated 
Statements of Net Loss and Comprehensive Loss. 

The table below presents the contractual maturities of future minimum lease payments for the Company's operating leases: 

(in CAD millions) 

Within I year 

2 years 

3 years 

4 years 

5 years 

Thereafter 

Total operating. lease obligations 1 

$ 

$ 

As at 
January 30, 2016 

81.2 

71.4 

58.8 

46.4 

35.1 

83.4 

376.3 

Operating least! ohligations are not reported in the ( 'onsolidoted Statements (d'Financio/ Position 

20. Retirement benefit plans 

As at 
January 31,2015 

$ 93.8 

77.6 

67.9 

54.4 

40.2 

94.9 

$ 428.8 

The Company currently maintains a defined benefit registered pension plan and a defined contribution registered pension plan 
which covers eligible, regular full-time employees as well as some of its part-time employees. The defined benefit plan provides 
pensions based on length of service and final average earnings. In addition to a registered retirement savings plan, the pension 
plan includes a non-registered supplemental savings aiTangement in respect to the defined benefit plan. The non-registered portion 
of the plan is maintained to enable certain employees to continue saving for retirement in addition to the registered limit as prescribed 
by the Canada Revenue Agency. The Company also maintains a defined benefit non-pension retirement plan which provides life 
insurance, medical and dental benefits to eligible retired employees through a health and welfare trust ("Other Benefits Plan"). 
Also provided for under the health and welfare trust are short-term disability payments for active employees. The Company's 
accounting policies related to retirement benefit plans are described in Note 2.14. 

In July 2008, the Company amended its pension plan and introduced a defined contribution component. The defined benefit 
component continues to accrue benefits related to future compensation increases although no further service credit is earned, and 
no contributions are made by employees. In addition, the Company no longer provides medical, dental and life insurance benefits 
at retirement for employees who had not achieved the eligibility criteria for these non-pension retirement benefits as at December 31, 
2008. 

In December 2009, the Company made the decision to change funding for non-pension retirement benefits from an actuarial basis 
to a pay-as-you-go basis to allow the surplus in the health and welfare trust to be utilized to make benefit payments. In addition, 
to further utilize the surplus, short-term disability payments of eligible employees are paid on a pay-as-you-go basis from the 
health and welfare trust. Beginning in February 2015, the Company began funding the Other Benefits Plan payments as well as 
short-term disability payments of active employees since the surplus in the health and welfare trust has been depleted. 

In December 2013, the Company amended the early retirement provision of its defined benefit plan to eliminate a benefit for 
employees who voluntarily resign prior to age of retirement, with effect January I, 2015. In addition, the Company amended the 
defined benefit plan for improvements that increase portability of employee benefits, with effect March I, 2014.ln December 
2013, the Company froze the benefits offered under the Other Benefits Plan to benefits levels as at January I, 20 I5. 
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During Fiscal 2014, the Company's defined benefit plan offered lump sum settlements to those terminated employees who 
previously elected to defer the payment of the defined benefit pension until retirement. The accepted offers of $23.6 million were 
settled by the end of October 2014. In addition, the Company made a voluntary offer to settle medical and dental benefits of eligible 
members covered under the Other Benefits Plan. The Company incurred expenses of $0.8 million related to these offers, during 
2014 and these expenses were included in "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Loss and Comprehensive Loss. In 2014, the Company paid $13.8 million to settle acceptances from the Other Benefits Plan offer 
and recorded a pre-tax gain on settlement of retirement benefits of $10.6 million ($11.4 million settlement gain less fees of $0.8 
million) as shown in the Consolidated Statements of Net Loss and Comprehensive Loss, related to these offers. Included in the 
"Total pre-tax remeasurement (losses) gains" of$131.9 million in Note 20.7, is a $2.7 million pre-tax remeasurement gain related 
to these offers. 

During Fiscal 2015, the Company made a voluntary offer to settle medical and dental benefits of eligible members covered under 
the Other Benefits plan. The Company paid $4.0 million to settle acceptances from the Other Benefits plan offer and recorded a 
pre-tax gain on settlement of retirement benefits of $5.1 million ($5.4 million settlement gain less fees of $0.3 million) during 
Fiscal 2015 related to these offers. This payment is included in "Retirement benefit plans contributions" in the Consolidated 
Statements of Cash Flows. To deteqnine the settlement gain, the Other Benefits plan was remeasured as at the date of settlement, 
which also resulted in a $2.0 million increase to "Other comprehensive income (loss)'' ("OCI"). 

Risks associated with retirement benefit plans 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New regulations 
and market driven changes may result in changes in the discount rates and other variables which would result in the Company 
being required to make contributions in the future that differ significantly from the estimates. Management is required to use 
assumptions to account for the plans in conformity with I FRS. However, actual future experience will differ from these assumptions 
giving rise to actuarial gains or losses. In any year, actual experience differing from the assumptions may be material. 

Plan assets consist primarily of cash, alternative investments and marketable equity and fixed income securities. The value of the 
marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and annual pension 
expense are determined by independent actuaries and through the use of a number of assumptions. Although the Company believes 
that the assumptions used in the actuarial valuation process are reasonable, there remains a degree of risk and uncertainty which 
may cause results to differ from expectations. Significant assumptions in measuring the benefit obligations and pension plan costs 
include the discount rate and the rate of compensation increase. 

Plan amendments, curtailments and settlements 

In Fiscal20 12, the Company amended the non-registered supplemental savings arrangement in respect to the defined benefit plan 
to allow the use of letters of credit to satisfy the funding requirement of its deficit. At January 30, 2016 a letter of credit with a 
notional value of$2.1 million was on deposit with the Trustee for the non-registered portion of the defined benefit plan (January 31, 
2015: notional value of$1.3 million). 

Maturity profile of retirement benefit plan obligations 

The weighted average durations of the Registered Retirement Plans, Non-registered Pension Plan and Other Benefits Plan are all 
approximately 10.3 years (2014: approximately 11.5 years). 

The Company's contractual cash flow maturity relating to retirement benefit plan obligation payments is included under "Liquidity 
risk" in Note 14. 

80 

558 



559 
20.1 Retirement benefit asset and liability 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at January 31. 
The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 2013, which was completed 
on June 30, 2014. An actuarial valuation of the health and welfare trust is performed at least every three years, with the last valuation 
completed as of January 31, 2014. 

2015 2014 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Defined benefit plan assets 

Fair value. beginning balance $ 1,217.8 $ 50.8 $ 1.9 $1,270.5 $ 1,313.0 $ 50.2 $ 22.0 $1,385.2 
Interest income 39.1 1.6 40.7 53.4 2.0 0.5 55.9 
Remeasurement (loss) gain on return 

(36.5) on plan assets (1.5) (0.1) (38.1) 65.8 1.6 (0.1) 67.3 
Employer contributions 20.3 0.8 21.1 42.2 1.7 1.0 14.2 16.9 
Administrative expenses (0.5) (0.5) (0.6) (0.6) 
Benefits paid 1 (133.7) (3.6) (21.4) (158.7) (215.5) (4.0) (34.7) (254.2) 

Fair value of plan assets. ending balance $ 1,106.5 $ 48.1 $ 1.5 $1,156.1 $ 1,217.8 $ 50.8 $ 1.9 $1,270.5 
Defined benefit plan obligations 

Accrued obligations, beginning balance $ 1,391.7 $ 55.1 $ 231.1 $1,677.9 $ 1,380.2 $ 50.3 $ 240.7 $1,671.2 
Interest cost 44.5 1.7 6.9 53.1 56.3 2.0 8.9 67.2 
Benefits paid (133.6) (3.6) (16.5) (153.7) (215.5) (4.0) (28.7) (248.2) 
Settlement gain (5.4) (5.4) (11.4) (11.4) 
Actuarial (gain) losses (76.0) (0.3) (12.6) (88.9) 170.7 6.8 21.6 199.1 

Accrued plan obligations, ending balance $ 1,226.6 $ 52.9 $ 203.5 $1,483.0 $ 1,391.7 $ 55.1 $ 231.1 $1,677.9 
Funded status of plan- (deficit) (120.1) (4.8) (202.0) (326.9) (173.9) (4.3) (229.2) (407.4) 
Retirement benefit liability at end of fiscal 

$ (120.1) year, net $ (4.8) $ (202.0) $ (326.9) $ (173.9) $ (4.3) $ (229.2) $ (407.4) 

The retirement benefit liability is included in the Company's Consolidated Statements of Financial Position as follows: 

Retirement benefit liability $ (120.1) $ (4.8) $ (202.0) $ (326.9) $ (173.9) $ (4.3) $ (229.2) $ (407.4) 

Benefits paidfrom the funded assets inc/rule retiree henefits and short-term disahi/i~v (!f'actil'e emplc~vees. Other henefits consist c!fretiree health am! dental 
claims. 
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20.2 Fair value of plan assets 

The fair value of plan assets disaggregated by asset class and fair value hierarchy level as at January 30, 2016 and January 31, 
2015 was as follows: 

(in CAD millions) 

Cash and cash equirale111s 

Level2 

C01porate bonds and notes 

Level 2 

Level 3 

Subtotal 

Common stock. preferred stock and REITS 

Levell 

Common or collective trusts 

Level2 

Short-term collective investme111 funds 

Level2 

Hedge funds 

Level3 

Receivables (liabilities) 

Level l 

Level2 

Subtotal 

Miscellt:meous other (liabilities) receivables 

Levell 

Level2 

Subtotal 

Total fair value of plan assets 

Registered 
Retirement 

Plans 

$ 166.1 $ 

369.4 

141.5 

510.9 

193.9 

150.8 

101.6 

1.1 

5.8 

(21.3) 

(15.5) 

(2.4) 

(2.4) 

$ 1,106.5 $ 

Non
Registered 

Pension 
Plan 

As at 
January 30, 2016 

Other 
Benefits 

Plan Total 

23.0 $ - $ 189.1 $ 

24.9 

0.2 

1.5 

1.5 

369.4 

143.0 

512.4 

193.9 

175.7 

101.8 

1.1 

5.8 

(21.3) 

(15.5) 

(2.4) 

(2.4) 

Registered 
Retirement 

Plans 

Non
Registered 

Pension 
Plan 

30.5 $ 23.5 $ 

545.7 

155.5 

701.2 

204.2 

185.2 

129.6 

1.3 

3.1 

(38.1) 

(35.0) 

0.8 

0.8 

27.0 

0.3 

As at 
January 31,2015 

Other 
Benefits 

Plan Total 

- $ 54.0 

1.2 

1.2 

0.7 

545.7 

156.7 

702.4 

204.2 

212.2 

130.6 

1.3 

3.1 

(38.1) 

(35.0) 

0.8 

0.8 

48.1 $ 1.5 $ 1,156.1 $ 1,217.8 $ 50.8 $ 1.9 $ 1,270.5 

The three levels of the fair value hierarchy referenced above are discussed in Note 14.6. 

20.3 Plan assets investment allocation 

During Fiscal 20 14, the Company changed the target asset allocation to 55-80% fixed income and 20-45% equity for the defined 
benefit registered pension plan. For the assets in the health and welfare trust, included in Other Benefits Plan, the asset allocation 
is I 00% fixed income. As at the end of Fiscal 2015 and 2014, the assets were in line with the target allocation range. The asset 
allocation may be changed from time to time in terms of weighting between fixed income, equity and other asset classes as well 
as within the asset classes themselves. 

The plan's target allocation is detennined taking into consideration the amounts and timing of projected liabilities, the Company's 
funding policies and expected returns on various asset classes. To develop the expected long-term rate of return on assets assumption, 
the Company considered the historical returns and the future expectations for returns for each asset class, as well as the target asset 
allocation of the pension portfolio. 
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At as the end of the current and prior fiscal years, plan assets were invested in the following classes of securities: 

Registered 
Retirement 

Plans 

Fixed income securities 69.6% 

Alternative investments 0.1% 

Equity securities 30.3% 

Total 100.0% 

20.4 Pension assumptions 

As at 
January 30,2016 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

69.5% 100.0% 
-% -% 

30.5% -% 

100.0% 100.0% 

Registered 
Retirement 

Plans 

73.0% 

0.1% 

26.9% 

100.0% 

As at 
January 31,2015 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

64.4% 100.0% 

-% -% 

35.6% -% 

100.0% 100.0% 

The significant actuarial assumptions were as follows (weighted average assumptions): 

As at 
January 30, 2016 

As at 
January 31,2015 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
Plans Plan Plan Plans Plan Plan 

Discount rate used in calculation of 
Accrued benefit plan obligations 3.80% 3.70% 3.70% 3.30% 3.30% 3.20% 
Benefit plans expense 3.00% 3.00% 2.90% 3.30% 3.30% 4.20% 

Rate of compensation increase used in calculation of 
Accrued benefit plan obligations 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 
Benefit plans expense 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 

Expected long-term rate of return on plan assets used in 
3.00% 3.00% 2.90% 3.30% 3.30% 3.20% calculation of benefit plans expense 

Health care cost trend rates 

Used in calculation of accrued benefit plan 
4.62% 4.77% obligations 

Used in calculation of benefit plans expense 4.77% 4.92% 
Cost trend rate declines to 2.45% 2.45% 
Year that the rate reaches assumed constant 2030 2030 

Starting in 2016, the Corporation is refining the method used to estimate the interest components of the net periodic benefit cost 
for pension and other post retirement benefits. Previously, this cost was estimated utilizing a single weighted-average discount 
rate derived from the yield curve used to measure the defined benefit obligation at the beginning of the year. Under the refined 
method, we have elected to utilize a full yield curve approach in the estimation of these components by applying the specific spot 
rates along the yield curve used in the determination of the benefit obligation to the relevant projected cash flows. 

This change was made to provide a more precise measurement of interest costs by improving the correlation between projected 
benefit cash flows to the corresponding spot yield curve rates. Differentiating in this way represents a refinement in the basis of 
estimation applied in prior periods. This change does not affect the measurement of the total defined benefit obligation recorded 
on the Consolidated Statement of Financial Position as at January 30, 2016 or any other period. 

This change is accounted for prospectively as a change in accounting estimate. 
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20.5 Sensitivity of significant actuarial assumptions 

The following table summarizes the sensitivity of significant actuarial assumptions on the Company's defined benefit obligation: 

2015 2014 

Non- Non-
Registered Registered Othe•· Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD miffions) Plans Plan Plan Plans Plan Plan 

Discount rate sensitivity 

Accrued benefit plan obligations 

I 00 basis point increase in discount rate $ (130.7) $ (5.1) $ (21.2) $ (170.9) $ (5.6) $ (23.1) 
I 00 basis point decrease in discount rate 160.3 6.1 25.2 211.8 6.8 27.6 

Benefit plans expense 

I 00 basis point increase in discount rate (5.7) (0.2) 1.0 (6.9) (0.2) 1.6 
100 basis point de.creasein discount rate 3.2 0.1 (1.3) 5.0 0.2 (2.1) 

Rate of compensation increase sensitivity 

Accrued benefit plan obligations 

50 basis point increase in rate of 
8.1 0.3 n/a 10.8 0.4 n/a compensation increase 

50 basis point decrease in rate of 
(7.2) (0.2) n/a (9.5) (0.3) n/a compensation increase 

Benefit plans expense 

50 basis point increase in rate of 
0.4 n/a 0.4 n/a compensation increase 

50 basis point decrease in rate of 
(0.3) n/a (0.4) n/a compensation increase 

Health care cost trend rate sensitivity 

Accrued benefit plan obligations 

I 00 basis point increase in health care trend 
n/a n/a 18.6 n/a n/a 20.2 rate 

I 00 basis point decrease in health care trend 
n/a n/a (16.0) n/a n/a (17.3) rate 

Benefit plans expense 

I 00 basis point increase in health care trend 
n/a n/a 0.6 n/a n/a 0.8 rate 

I 00 basis point decrease in health care trend 
n/a n/a (0.5) n/a n/a (0.7) rate 

The methods and assumptions used in determining the above sensitivity are consistent with the methods and assumptions used 
to determine the pension plan obligations and with the methods and assumptions used in Fiscal 2014. 
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20.6 Retirement benefit plans expense and contributions 

The expense for the defined benefit, defined contribution and Other Benefits Plan for Fiscal20 15 and Fiscal 2014, was as follows: 

2015 2014 

Non- Non-
Registered Registered Other Registered Registered Other 
Retirement Pension Benefits Retirement Pension Benefits 

(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Net interest $ 5.4 $ 0.1 $ 6.9 $ 12.4 $ 2.9 $ $ 8.4 $ 11.3 
Settlement gain (5.4) (5.4) (11.4) (11.4) 
Administrative expenses 0.5 0.3 0.8 0.9 0.9 
Net defined benefit plans 

$ 5.9 $ 0.1 $ 1.8 $ 7.8 $ 3.8 $ $ (3.0) $ 0.8 expense (income) 
Net defined contribution plan 

5.8 0.2 6.0 6.6 0.2 6.8 expense 

Total retirement benefit plans 
expense (income)1 $ 11.7 $ 0.1 $ 2.0 $ 13.8 $ I 0.4 $ $ (2.8) $ 7.6 

Not included in total expense recognized are short-term dt:\·ahi/i~v pa_vments c?{S-1.9 million (101-1: 55.9 million) thatl1'ere paidfromthe health and 1re([are trust. Both 
short-term disahiliO' and the retirement hene.fit plans expense (income) are included in "S'el/ing, administratire and othl!r expenses", unless disclosed r!lse-..t·here, in the 
( 'ompany 's ( 'on.mlida!ed ,\'tateml!nts c~f Net Loss and ( 'omprt!hensire /Jo.\·s. 

Total cash contributions made by the Company to its defined benefit, defined contribution and Other Benefits Plans, for the fiscal 
year ended January 30,2016 were $48.6 million (2014: $24.2 million), which included $4.9 million (2014: nil), related to short
term disability payments and $4.0 million during Fiscal 2015 (20 14: $13.8 million) to settle acceptances from the Other Benefits 
Plan offers mentioned above. During the 52-week period ending January 28, 2017, it is estimated that the Company will make 
contributions of approximately $45.0 million to its defined benefit, defined contribution and Other Benefits Plan, which include 
funding obligations as described in Note 14.2. 

20.7 Remeasurements of the net defined retirement benefit liability 

2015 2014 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Actuarial (loss) gain on 
difference between expected 
interest income and actual return 
on plan assets $ (36.5) $ (1.5) $ (0.1) $ (38.1) $ 65.7 $ 1.6 $ 0.1 $ 67.4 
Actuarial (loss) gain due to 

(23.6) (0.7) 1.2 (23.1) change in demographic 

Actuarial gain (loss) due to 
68.0 2.4 9.7 80.1 (155.6) (5.1) (22.9) ( 183.6) change in financial assumptions 

Actuarial gain (loss) due to all 
8.0 (2.1) 2.9 other experiences 8.8 8.3 (0.9) 7.4 

Total pre-tax remeasurement 
$ 39.5 $ (1.2) $ 12.5 $ 50.8 $ (105.2) $ (5.1) $ (21.6) $ (131.9) gain (loss) 

Tax on remeasurement gain and 
write down of deferred income 
tax asset associated with 
previously recorded 

(33.4) remeasurement losses 

Total remeasurement gain (loss), 
net of income taxes 1 $ 50.8 $ (165.3) 

To/a/ remeaszm!lllf!lll gain (loss). net f?lincome taxes, is included in ''Total other comprehensire income (loss)" in lht! ( 'ompany 's ( 'ousolidated .\'talellu!nts l!lNet 
Loss aud ( 'omprehensh·e Loss. 

The actuarial losses associated with changes in financial assumptions are due to increases in the discount rate as at January 30, 
2016 for the Registered Retirement Plans of0.5% (2014: Discount rate decrease 0.9%), Non-registered Pension Plan of0.4% 
(20 14: Discount rate decrease 0.9%), and Other Benefits Plan of0.5% (20 14: Discount rate decrease 1.0%). 
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21. Contingent liabilities 

21.1 Legal proceedings 

The Company is involved in various legal proceedings incidental to the nonnal course ofbusiness. The Company takes into account 
all available infonnation, including guidance from experts (such as internal and external legal counsel) at the time of reporting to 
detennine if it is probable that a present obligation (legal or constructive) exists, if it is probable that an outflow of resources 
embodying economic benefit will be required to settle such obligation and whether the Company can reliably measure such 
obligation at the end of the reporting period. The Company is of the view that, although the outcome of such legal proceedings 
cannot be predicted with certainty, the final disposition is not expected to have a material adverse effect on the consolidated financial 
statements, including its Consolidated Statements of Financial Position, Consolidated Statements ofNet Loss and Comprehensive 
Loss, and Consolidated Statements of Cash Flows. 

21.2 Commitments and guarantees 

Commitments 

As at January 30, 2016, cash that was restricted represented cash pledged as collateral for letter of credit obligations issued under 
the Company's offshore merchandise purchasing program of $7.0 million (January 31, 2015: $19.1 million), which is equal to 
U.S. $5.0 million (January 31,2015: U.S. $15.0 million). 

The Company has certain vendors which require minimum purchase commitment levels over the term of the contract. Refer to 
Note 14.2 "Liquidity risk". 

On September I, 2015, the Company approved the grant of 500,000 restricted share units ("RSUs") to an employee under an equity 
based compensation plan, vesting over three years on a tranche basis. This grant is to be settled in shares and is contingent upon 
shareholder approval at the Annual Shareholders' Meeting on April 21, 2016, and if not approved, would result in cash payments 
over the next three years to this employee equivalent to the value of the RSUs had they been issued as detennined at each vesting 
date. As at the end of Fiscal 2015, these payments are estimated to total approximately $3 .I million. 

Guarantees 

The Company has provided the following significant guarantees to third parties: 

Royalty License Agreements 

The Company pays royalties under various merchandise license agreements, which are generally based on the sale of products. 
Certain license agreements require a minimum guaranteed payment of royalties over the term of the contract, regardless of sales. 
Total future minimum royalty payments under such agreements were $15.9 million as at January 30,2016 (January 31,2015:$3.4 
million). 

Other Indemnification Agreements 

In the ordinary course of business, the Company has provided indemnification commitments to counterparties in transactions such 
as leasing transactions, royalty agreements, service arrangements, investment banking agreements and director and officer 
indemnification agreements. The foregoing indemnification agreements require the Company to compensate the counterparties 
for costs incurred as a result of changes in laws and regulations, or as a result of litigation or statutory claims, or statutory sanctions 

·that may be suffered by a counterparty as a consequence of the transaction. The terms of these indemnification agreements will 
vary based on the contract and typically do not provide for any limit on the maximum potential liability. Historically, the Company 
has not made any significant payments under such indemnifications and no amounts have been accrued in the consolidated financial 
statements with respect to these indemnification commitments. 
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22. Income taxes 

The average combined federal and provincial statutory income tax rate applied to the Company was 26.8% for Fiscal20 15 (20 14: 
26.5%). A reconciliation of income taxes at the average statutory tax to actual income tax expense for Fiscal 2015 and Fiscal 2014 
is as follows: 

(in CAD mi11ions) 

Loss before income taxes 

Income tax recovery at the average statutory tax rate 

(Decrease) increase in income taxes resulting from 

Non-taxable portion of capital gain 

Non-deductible items 

Prior year adjustments 

Non-recognition of deferred taxes assets, net 

Others 

Effective tax rate before the following adjustments 

Changes in tax rates or imposition of new taxes 

Total income tax expense (recovery) 

Effective tax rate 

$ 

$ 

$ 

2015 

(62.7) $ 

(16.8) $ 

(33.3) 

1.0 

56.7 

(2.6) 

5.0 

(8.0)% 

0.2 

5.2 $ 

(8.3)% 

2014 

(360.0) 

(95.4) 

(5.2) 

0.5 

(8.4) 

88.6 

(0.2) 

(20.1) 

5.6% 

(1.1) 

(21.2) 

5.9% 

The Company's total net cash refunds or payments of income taxes for the current year was a net refund of$87.6 million (2014: 
net payment of $71.0 million), primarily relating to the settlement for fiscal years 2006 to 2008 and the carry back of losses 
generated by the Company in Fisca12014, and included refund interest on net cash income tax receipts of$1.1 million (2014: $0.1 
million) (see Note 5 for additional information). 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, periodically, certain matters are challenged by tax authorities. During Fiscal 
2015 and 2014, the Company was reassessed and reached a settlement with tax authorities for issues affecting the taxation years 
2006 and 2007, and recorded the final incremental tax and charges (recoveries)tothe accrued amounts for these previously uncertain 
tax positions as described in the table below, and included in the Consolidated Statements ofNet Loss and Comprehensive Loss: 

(in CAD mi11ions) 

Finance costs (recovery) 

Income tax recovery (expense): 

Current 

Deferred 

Total costs (benefits) on uncertain tax positions 

$ 

$ 

2015 

3.4 $ 

3.4 $ 

2014 

(6.5) 

21.5 

( 14.3) 

(13.7) 

Relates to inte!rest cost.fhr amou111s owinJ! to taxation autlwrilie!s or interest (henefit) on cash held and mn!dfrom taxation authorities. 

The Company routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits, and believes 
that the final disposition of tax audits will not have a material adverse effect on its liquidity. 
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The tax effects of the significant components of temporary timing differences giving rise to the Company's net deferred tax assets 
were as follows: 

As at Recognized in Recognized in As at 
(in CAD millions) January 31,2015 earnings equity January 30, 2016 

Deferred revenue $ 0.5 $ 0.1 $ $ 0.6 

Other long term liabilities 21.8 (2.7) 19.1 

Derivative financial assets (2.5) (0.4) 0.2 (2.7) 

Property, plant and equipment (7.9) 3.7 (4.2) 

Investment property (28.0) 6.5 (21.5) 

Goodwill and intangible assets 1.1 1.1 

Retirement benefit obligations 108.2 (7.0) (13.6) 87.6 

Provisions 49.6 11.2 60.8 

Non-capital losses 10.4 41.1 51.5 

Other 1.1 7.1 8.2 

Write down of deferred tax assets (122.0) (122.0) 

Non-recognition of deferred tax assets $ (35.0) $ (56.7) $ 13.8 $ (77.9) 

Total deferred tax (liabilities) assets, net $ (2.7) $ 2.9 $ 0.4 $ 0.6 

As at Recognized in Recognized in As at 
(in CAD millions) February 1, 2014 earnmgs equity January 31,2015 

Deferred revenue $ 0.8 $ (0.3) $ $ 0.5 

Other long tenn liabilities 24.6 (2.8) 21.8 

Derivative financial assets (2.2) (0.3) (2.5) 

Property, plant and equipment ( 43.9) 36.0 (7.9) 

Investment property (28.7) 0.7 (28.0) 

Goodwill and intangible assets 1.4 (0.3) 1.1 

Retirement benefit obligations 76.0 (2.8) 35.0 108.2 

Provisions 56.5 (6.9) 49.6 

Non-capital losses 10.4 10.4 

Other 1.1 1.1 

Write down of deferred tax assets, net (88.6) (33.4) (122.0) 

Non-recognition of deferred tax assets (35.0) (35.0) 

Total deferred tax assets (liabilities), net $ 84.5 $ (53.5) $ (33.7) $ (2.7) 

As at As at 
(in CAD millions) January 30, 2016 January 31, 2015 

Deferred tax assets $ 0.6 $ 0.7 

Deferred tax liabilities (3.4) 

Total deferred tax assets (liabilities), net $ 0.6 $ (2.7) 

The Company assesses the likelihood that the deferred tax assets will be realizable at the end of each reporting period and adjusts 
the carrying amount accordingly, by considering factors such as the reversal of deferred income tax liabilities, projected future 
taxable income, tax planning strategies and changes in tax laws. The Company has determined that it was not appropriate to 
recognize all of its deferred tax assets as it was not probable that sufficient taxable income would be available to allow part of the 
assets to be recovered. This accounting treatment has no effect on the Company's ability to utilize defen·ed tax assets to reduce 
future cash tax payments. As of January 30, 2016, the Company has not recognized the benefit of approximately $192.2 million 
of loss carry forwards on its Financial Statements (which expire in the taxation years 2035 and 2036) and approximately $4.9 
million in Ontario minimum tax, which could be used to reduce taxes payable in future periods. The aggregate amount of net 
deductible temporary differences and loss carry forwards as at January 30, 2016, was approximately $727.6 million, and the tax 
benefit associated with these items was approximately $195.0 million using the statutory tax rate of 26.8%, which together with 
the Ontario minimum tax recoverable of approximately $4.9 million amounted to a total tax benefit of $199.9 million. 
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During Fiscal 2014, the Company recognized a write down of the deferred tax assets for $122.0 million. $88.6 million of this 
charge was included in "Deferred income tax recovery (expense)", and as a portion of the deferred tax assets originated through 
equity, $33.4 million of this charge was included in OCI in the Consolidated Statements ofNet Loss and Comprehensive Loss in 
accordance with lAS 12, Income Taxes. The aggregate amount of deductible temporary differences for which no deferred tax asset 
is recognized as at January 30, 2016, is approximately $745.9 million (January 31, 2015: $592.5 million). 

23. Capital stock 

ESL Investments, Inc., and investment affiliates including Edward S. Lampert, collectively "ESL", fom1 the largest shareholder 
of the Company, both directly through ownership in the Company, and indirectly through shareholdings in Sears Holdings 
("Holdings"). Prior to October 16, 2014, Holdings was the controlling shareholder of the Company. 

On October 2, 2014, Holdings announced the commencement of a rights offering for 40 million common shares of the Company. 
Each subscription right entitled the holder to purchase their pro rata p01iion of the Company's common shares being sold by 
Holdings in the rights offering at a price of$10.60 per share (U.S. $9.50 per share). 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 
System for Electronic Document Analysis and Retrieval ("SEDAR") website at sedar.com, and on the U.S. Securities Exchange 
Commission ("SEC") website at sec.gov. In connection with the rights offering, the Company listed its common shares on the 
NASDAQ where the rights were also listed. ESL exercised their pro rata portion of the rights in full in Fiscal 2014. 

As at January 30,2016, ESL was the beneficial holderof46,162,515 or45.3%, of the common shares of the Company (January 31, 
2015: 50,438,809 or 49.5%). Holdings was the beneficial holder of 11,962,391 or 11.7%, of the common shares of the Company 
as at January 30, 2016 (January 31, 2015: II ,962,391 or II. 7% ). The issued and outstanding shares are fully paid and have no par 
value. 

The Company has a license from Holdings to use the name "Sears" as pmi of its corporate name. The Company relies on its right 
to use the "Sears" naJlle, including as part of the Company's corporate and commercial name. The Company's right to use the 
"Sears" name and certain other brand names was granted pursuant to the license agreement amendments, which state in the event 
Holdings' ownership interest in the Company is reduced to less than 10.0%, the license agreement would remain in effect for a 
period of five years after such reduction in ownership, after which the Company would incur a cost to continue to use the "Sears" 
name and certain other brand names. 

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 I preferred shares, issuable in one or more series. As at January 30, 2016, the total number 
of common shares issued and outstanding of the Company was I 0 I ,877,662 (January 31, 2015: I 01 ,877,662) with stated value of 
$14.9 million (January 31,2015: $14.9million). 

24. Capital disclosures 

The Company's objectives when managing capital are: 
Maintain financial flexibility thus allowing the Company to preserve its ability to meet financial objectives and continue 
as a going concern; 
Provi~e an appropriate return to shareholders; and 
Maintain a capital structure that allows the Company to obtain financing should the need arise. 

The Company manages and makes adjustments to its capital structure, when necessary, in light of changes in economic conditions, 
the objectives of its shareholders, the cash requirements of the business and the condition of capital markets. In order to maintain 
or adjust the capital structure, the Company may pay a dividend or return capital to shareholders, modifY debt levels or sell assets. 

The Company defines capital as follows: 
Long-term obligations, including the current portion of long-term obligations ("Totallong-tem1 obligations"); and 
Shareholders' equity. 

The following table presents summary quantitative data with respect to the Company's capital resources: 

As at As at 
(in CAD millions) January 30, 2016 January 31,2015 

Total long-term obligations $ 24.2 $ 28.1 

Shareholders' equity 554.2 570.8 

Total $ 578.4 $ 598.9 
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25. Revenue 

The components of the Company's revenue were as follows: 

(in CAD millions) 

Apparel and Accessories 

Home and Hardlines 

Other merchandise revenue 

Services and other 

Commission and licensee revenue 

Total revenue 

26. Employee benefits expense 

$ 

$ 

2015 2014 

1,108.6 $ 1,214.7 

1,476.4. 1,600.2 

207.0 205.5 

245.6 274.8 

108.1 129.3 

3,145.7 $ 3,424.5 

The components of the Company's employee benefits expense for the current and prior fiscal year were as follows: 

(in CAD millions) 

Wages and salaries 

Paid absences 1 

Benefits 

Provincial healthcare costs 

Flex benefits 

Retirement benefit plans expense 2 

Statutory deductions 3 

Severance 

Other employer paid benefits 

Total benefits expense 

$ 

$ 

Paid absences are expenses rf!!atl!d to l'acation, slatutory holida_vs am/ sick dt.~vs. 

2015 2014 

432.6 $ 466.5 

40.0 44.3 

10.3 11.1 

12.4 13.9 

13.5 7.9 

30.9 33.8 

25.3 16.2 

5.6 6.6 

570.6 $ 600.3 

Included in Reliremenl hene.fit plans expl!nsefor Fisca/201 5 u·as a S5.-l million gain related to tlu! se/fh.!ment t~f retire!llf!111 hem~fits 
under !he non-pension retirement benefit plan (does not inclmle.li!es l?{S0.3 million). included in Retireme111 hf!ne.fit plans e.\J'enseJin· 
Fiscal 201-1 was anSI I. I million gain related to the sellleme111 t?{retirement hent!fits under the defined hene_fit registered retirement 
plan and JIOJl-pension reliremem hene.llt plan (does nut includl!fees l!{S0.5 million). 

Statllfory deductions consist l?lthe employer portion <?ffJOyment.fbr tl1e ( :anada Pension Plun and Hmplt~vment Insurance. 

These expenses are included in "Cost of goods and services sold", "Selling, administrative and other expenses" and "Gain on 
settlement of retirement benefits" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

27. Gain on sale and leaseback transactions 

During Fiscal20 15 , the Company completed the sale and leaseback of three properties to the Concord Pacific Group of Companies 
("Concord") as previously announced on March 11,2015, for net proceeds of$130.0 million ($140.0 million of total consideration 
less $10.0 million of adjustments). The properties in the transactions included in 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 Chilliwack, British Columbia. The Company has leased each property back for a term of30 years with early teimination 
options available to both the Company and Concord, and the Company will continue to operate the stores located at these shopping 
centres under these leases with no impact to customers or employees at these locations. 

The land and building sold for the three propeiiies had a total net carrying value of approximately $53.1 million previously included 
in "Property, plant and equipment" in the Consolidated Statements of Financial Positions. 

The total gain on the sale and leaseback transactions was $76.9 million, $67.2 million of which was recognized immediately in 
the Consolidated Statements of Net Loss and Comprehensive Loss. The remaining $9.7 million of the gain was deferred and is 
being amortized between four to seven years as a reduction in rent expense, included in "Selling, administrative and other expenses" 
in the Consolidated Statements of Net Loss and Comprehensive Loss. [n determining the appropriate amount of gain to defer in 
accordance with lAS 17, Leases, the Company conducted appraisals of each property to detennine their fair values, with the 
assistance of independent qualified third party appraisers. The valuation method used to determine the fair values of each property 
was the direct sales comparison approach for land. The defel1"ed gain was included in "Other long-tenn liabilities" and "Accounts 
payable and accrued liabilities" in the Consolidated Statements of Financial Positions. 
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Upon completion of the sale and leaseback transactions, the Company was released from all previous agreements with Concord, 
and the demand mortgage for $25.0 million previously secured by the property in Burnaby, British Columbia, was discharged. 

28. Gain on termination of credit card arrangement 

On November 23, 2015, the Company received a payment of$174.0 million from JPMorgan Chase as a result of the sale of their 
portfolio of credit card accounts and related receivables related to the Sears credit card and Sears Mastercard. The Company 
recognized a net gain of $170.7 million in the Consolidated Statements of Net Loss and Comprehensive Loss. The possibility of 
this payment from JPMorgan Chase was previously disclosed in Note 25 "Event after the reporting period" in the unaudited 
condensed consolidated financial statements of the Company for the 13-week period ended November I, 2014. The Company's 
credit card marketing and servicing alliance agreement with JPMorgan Chase ended on November 15, 2015. 

29. Assets classified as held for sale 

During Fisca120 15, the Company announced the future closure of Park Street. Park Street, including the adjacent vacant property 
which is owned by the Company, is being marketed for sale and if a buyer is identified that will purchase Park Street at a price 
acceptable to the Company, it will be sold. This process has been approved by senior management of the Company, and based on 
these factors, the Company has concluded that the sale is highly probable. 

During Fiscal 2014, the Company closed Broad Street. Broad Street, including the adjacent vacant property which is owned by 
the Company, is being marketed for sale and if a buyer is identified that will purchase Broad Street at a price acceptable to the 
Company, it will be sold. This process has been approved by senior management of the Company, and based on these factors, the 
Company has concluded that the sale is highly probable. 

As at January 30, 2016, the assets of Broad Street and Park Street were separately classified as held for sale in the Consolidated 
Statements of Financial Position. The major classes of assets classified as held for sale were as follows: 

(in CAD millions) 

Property, plant and equipment 

Investment property 

Assets classified as held for sale 

$ 

$ 

Br·oad Street 

7.1 $ 

2.4 

9.5 $ 

Park Street 

10.3 $ 

2.3 

12.6 $ 

Total 

17.4 

4.7 

22.1 

As at January 31, 2015, the assets of Broad Street were separately classified as held for sale in the Consolidated Statements of 
Financial Position. The major classes of assets classified as held for sale were as follows: 

(in CAD millions) 

Property, plant and equipment 

Investment property 

Assets classified as held for sale 

Impairment loss 

$ 

$ 

Broad Street 

10.9 

2.4 

13.3 

As at January 30,2016, the carrying value of the property, plant and equipment and investment property of Broad Street was higher 
than the estimated fair value less costs to sell and, as a result, the Company recognized an impairment loss of$3.8 million in Fiscal 
2015 (20 14: nil). The Company determined fair value by engaging an independent qualified third party appraiser to conduct an 
appraisal of the land and building properties of Broad Street. The valuation methods used was the direct sales comparison approach. 
The impainnent loss was included in "Selling, administrative and other expenses" in the Consolidated Statements ofNet Loss and 
Comprehensive Loss. 

The Company will continue to assess the recoverable amounts of Park Street and Broad Street at the end of each reporting period 
and adjust the carrying amounts accordingly. To determine the recoverable amounts of Park Street and Broad Street, the Company 
will consider factors such as expected future cash flows using appropriate market rental rates, the estimated costs to sell and an 
appropriate discount rate to calculate the fair value. The carrying amounts of Park Street and Broad Street are not necessarily 
indicative of the fair value of each property, as each property has been recorded at the lower of its carrying amount and fair value 
less costs to sell in accordance with !FRS 5, Non-current Assets Held for Sale and Discontinued Operations. 

The operations of Broad Street and Park Street were not presented as discontinued operations in the Consolidated Statements of 
Net Loss and Comprehensive Loss as they did not represent a separate geographical area of operations or a separate major line of 
business. 
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30. Related party transactions 

The ultimate controlling pmiy of the Company is ESL Investments, Inc. (incorporated in the U.S. in the state of Florida). The 
Company also had interests in joint arrangements, as described in Note 11. 

Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated 
on consolidation and are not disclosed in this note. Details of transactions between the Company and other related parties are 
disclosed below. 

30.1 Trading transactions 

During the current and prior fiscal year, the Company entered ipto the following trading transactions with related parties: 

Purchase Services 
(in CAD millions) of goods received Other 

Sears Holdings Corporation $ $ 3.8 $ 0.2 $ 

Real estate joint arrangements 

Total related party transactions $ $ 3.8 $ 0.2 $ 

The following balances were outstanding as at the end of the fiscal year: 

(in CAD millions) 

Sears Holdings Corporation $ 

(in CAD millions) 

Sears Holdings Corporation $ 

2015 

Purchase Services 
Total of goods received Other 

4.0 $ $ 3.6 $ 0.4 
1.0 

4.0 $ $ 4.6 $ 0.4 

Amounts receivable from related parties 

As at 
January 30, 2016 

0.2 $ 

As at 
January 31,2015 

Amounts payable to related parties 

As at 
January 30, 2016 

0.5 $ 

As at 
January 31,2015 

0.4 

$ 

$ 

2014 

Total 

4.0 
1.0 
5.0 

The related pmiy transactions with Sears Holdings are in the ordinary course of business for shared merchandise purchasing 
services. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed 
to by the related parties. These balances are included in "Accounts payable and accrued liabilities" and "Accounts receivable, net" 
in the Consolidated Statements of Financial Position. 

The related party transactions with the various real estate joint arrangements represent lease payments for the lease of the Company's 
stores. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed to 
by the related parties. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has 
been recogniz!!d in the current or prior fiscal periods for bad or doubtful debts in respect of the an1ounts owed by related parties. 

The Company's Audit Committee is responsible for pre-approving all related party transactions that have a value greater than $1.0 
million. 
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31. Key management personnel compensation 

Key management personnel are those individuals having the authority and responsibility for planning, directing and controlling 
the activities of the Company. The Company considers the Board of Directors and the following former and current members of 
senior management to be key management personnel: 

Executive Chairman; 
President and Chief Merchant; 
Former President and Chief Executive Officer; 
Executive Vice-President and Chief Financial Officer; 
Former Executive Vice-President and Chief Operating Officer; 
Former Interim Chief Marketing Officer; 
Former Senior Vice-President, Merchant Operations; 
Former Senior Vice-President, Apparel & Accessories; 
Senior Vice-President, Home & Hardlines; 
Senior Vice-President, Real Estate; 
Senior Vice-President, Human Resources and Information Technology; 
Senior VIce-President, Retail Stores; 
Senior Vice-President, In-store Marketing; 
Senior Vice-President, Planning and Operations; 
Vice-President and Chief Information Officer; 
Vice-President, General Counsel and Corporate Secretary; 
Former Senior Vice-President and Chief Marketing Officer; and 
Former Digital and Omni Channel Advisor; 

Key management personnel compensation was as follows: 

(in CAD millions) 

Salaries and perquisites 

Annual incentive plans and other bonuses 

Pensions 

Termination benefits 

Total key management personnel compensation 

32. Net loss per share 

$ 

$ 

2015 

11.4 $ 

3.7 

0.1 
4.9 

20.1 $ 

A reconciliation of the number of shares used in the net loss per share calculation is as follows: 

(Number of shares) 

Weighted average number of shares per basic net loss per share calculation 

Effect of dilutive instruments outstanding 

Weighted average number of shares per diluted net loss per share calculation 

2015 

I 0 I ,877,662 

101,877,662 

2014 

7.7 

0.3 

0.5 

8.5 

2014 

I 01,877,662 

I 0 I ,877,662 

"Net loss" as disclosed in the Consolidated Statements ofNet Loss and Comprehensive Loss was used as the numerator in calculating 
the basic and diluted net loss per share. For 2015 and 2014, there were no outstanding dilutive instruments. 
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33. Changes in non-cash working capital balances 

Cash used for non-cash working capital balances were comprised of the following: 

(in CAD millions) 

Accounts receivable, net 

Inventories 

Prepaid expenses 

Derivative financial assets 

Accounts payable and accrued liabilities 

Deferred revenue 

Provisions 

Income and other taxes payable and recoverable 

Effect of foreign exchange rates 

Cash used for non-cash working capital balances 

34. Changes in non-cash long-term assets and liabilities 

$ 

$ 

Cash (used for) generated from long-tenn assets and liabilities were comprised of the following: 

(in CAD millions) 

Other long-term assets 

Other long-term liabilities 

Deferred tax assets 

Other 

Cash (used for) generated from non-cash long-term assets and liabilities 

35. Events after the reporting period 

$ 

$ 

2015 

12.5 $ 

(23.4) 

(2.3) 

1.3 

(35.3) 

(12.9) 

17.2 

(18.1) 

(3~3) 

(64.3) $ 

2015 

4.3 $ 

(16.3) 

(0.5) 

0.8 

(11.7) $ 

2014 

10.0 

133.2 

(5.6) 

1.0 

(74.0) 

(16.5) 

(50.8) 

(62.5) 

(2.1) 

(67.3) 

2014 

40.9 

(10.0) 

(0.2) 

(0.5) 

30.2 

On February 23,2016, the Company announced that it had assigned the leases of eight Sears Home stores to Leon's Furniture 
Ltd., located throughout British Columbia, Ontario and New Brunswick with effective dates of between June I, 2016 and July I, 
2016. The Company continues to be responsible for the operating lease obligations as of the effective dates of the assignments 
until the next renewal period for each of the leases, and will continue to include these amounts as part of the Company's operating 
lease obligations as disclosed in Note 14.2. The operating lease obligations related to these stores as of the effective dates of the 
assignments is estimated to be approximately $20.9 million. 

On March 18, 2016, the Company announced it had entered into an agreement to sell and lease back its logistics centre located in 
Calgary, Alberta, for a total consideration of$83.9 million. This prop~rty, including land, building and equipment had a net canying 
value of approximately $40.9"million included in "Property, plant and equipment" in the Consolidated Statements of Financial 
Position as at January 30,2016. The agreement is subject to customary closing conditions, and is scheduled to close during the 
52-week period ending January 28, 2017, and the ultimate amount and timing of gain recognition will be determined upon closing 
of the transaction. Upon closing, the Company will continue to operate the logistics centre under a long-term lease and there is 
not expected to be any impact to employees at the logistics centre as a result of this announcement. Upon closing, the logistics 
centre will no longer be registered as collateral under the Amended Credit Facility (see Note 17 for additional information). 

36. Approval ofthe consolidated financial statements 

The consolidated financial statements were approved by the Board of Directors and authorized for issue on March 17, 20 I 6. 
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CORPORATE INFORMATION 

Head Office 

Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B2C3 

Website:sears.ca 
E-mail:home@sears.ca 

For more information about the Company, or for 
additional copies of the Annual Report, write to the 
Corporate Communications Department at the Head 
Office of Sears Canada Inc., or call 416-941-4428. 

The Company's regulatory filings can be found on the 
SEDAR websiteatsedar.com and on the U.S. Securities 
Exchange Commission (SEC) website at sec.gov. 

Stock Exchange Listing 

Toronto Stock Exchange 
Trading symbol: SCC 
NASDAQ 
Trading symbol: SRSC 

Transfer Agents and Registrars 

CST Trust Company 
P.O. Box 700, Station B 
Montreal, Quebec 
H3B 3K3 

Answerline: 

Fax: 
Website: 
E-Mail: 

416-682-3860 
1-800-387-0825 
1-888-249-6189 
canstockta.com 
inguiries@canstockta.com 

American Stock Transfer & Trust Company, LLC 
6201 15th Avenue 
Brooklyn, NY 
11219 

Answerline: 
Fax: 
Website: 
E-Mail: 

1-800-937-5449 
718-236-2641 
amstock.com 
info@amstock.com 

Annual Meeting 

The Annual and Special Meeting of the Shareholders 
of Sears Canada Inc. will be held on Wednesday, April 
27,2016 at 8:00a.m. in the Auditorium, Fourth floor, 
290 Yonge Street, Toronto, Ontario Canada. 

Edition fran~aise du Rapport annuel 

On peut se procurer !'edition fran9aise de ce rapport en 
ecrivant au: 

Service national des communications 
Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
MSB2C3 

Pour de plus amples renseignments au sujet de Ia 
Societe, veuillez ecrire au service national de 
communication, ou composer le 416-941-4428. 

Les depots reglementaires de Ia Societe se trouvent sur 
le site Web de SEDAR a l'adresse sedar.com et sur le 
site We~ de Ia Securities Exchange Commission («SEC 
») des Etats-Unis a l'adresse sec.gov. 

96 

574 



575 



576 



TABG 





This is Exhibit "G" referred to in the 
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Sworn before me, 

this 1ST day of March, 2018 

A C~Affidavits 
Shannon Beverley Ste. Marie, a Commissioner, etc., 
Province of Ontario, while a Student-at-Law. 
Expires rv1arcil23, 2019. 
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Financial Highlights 

(in CAD millions, except per share amounts) Fiscal2016 Fiscal2015 

Total revenue $ 2,613.6 $ 3,145.7 

Total same store sales (%)1 (4.3)% (2.3)% 

Total Core Retail same store sales (%)1 (4.9)% (0.6)% 

Net loss (321.0) (67.9) 

Adjusted EBITDA 1 (282.9) ( 160.5) 

As at As at 
January 28, 2017 Janua!130, 2016 

Cash $ 235.8 $ 313.9 

Working capital 460.6 543.0 

Inventories 598.5 664.8 

Total assets 1,244.4 1,633.2 

Total long-term obligations, including principal payments 
on long-term obligations due within one year 20.3 24.2 

Shareholders' equity 222.2 554.2 

As at As at 
Januar~ 28,2017 Janua!130, 2016 

Per share of capital stock 

Basic and diluted net loss $ (3.15) $ (0.67) 

Shareholders' equity $ 2.18 $ 5.44 

1 7btal saml! store sa!f!s, ('ore Retail same! store sales and At(ju.\·tecl Net Loss Before Jmerf.!st, Taxes. /Jeprr!ciation and Amorti=ation ('EBITDA'') an! operating 
per:fhrmance and uon-fllll!rnational Financial Repor!ing S'tamlards ("'/FRS"') measures . .\'e!e ,)'eel ion I.e. "l lse qf'Non-IFRS A4easure.\·, A1ea.mres l!/'Operating 
J>eJ.formancC! and Reconciliation c?(Nr!l (/,os.\) Earnings to Ac!iusted HBIT!JA ". 

Revenue was $2,613.6 million for the 52-week period ended January 28, 2017 ("Fiscal 2016") compared to $3,145.7 
million for the 52-week period ended January 30, 2016 ("Fiscal 20 I 5"), a decrease of$532.1 million. The decrease was 
attributable to sales declines in all product categories in Home & Hard lines and Apparel & Accessories. Included in the 
total revenue decrease for Fiscal 2016 was a decrease in our Direct channel of $203.0 million compared to Fiscal 2015, 
primarily due to a decrease in catalogues, catalogue pages and distribution, as well as challenges experienced with the 
launch of the new website. Also included in the total revenue decrease for Fiscal 2016 was the effect of store closures 
during and subsequent to Fiscal 2015, which negatively impacted revenue by $I 36.5 million. Commission and licensee 
revenue decreased by $75.7 million, primarily due to reduced revenues after the termination of the credit card marketing 
and servicing agreement with JPMorgan Chase Bank, N.A. (Toronto Branch) ("JPMorgan Chase") in November 2015. 
Services and other revenue decreased by $8.0 million, primarily due to reduced shipping fees on sales to customers 
through our Direct channel and Sears Home stores due to store closures. 

Total same store sales decreased by 4.3% in Fiscal 2016 compared to Fiscal 2015. Same store sales in our full-line 
department and Sears Home stores combined ("Core Retail" stores) decreased by 4.9% in Fiscal 2016 compared to Fiscal 
2015. Total same store sales is a measure of operating performance used by management, the retail industry and investors 
to compare retail operations, excluding the impact of store openings and closures. See Section I.e. "Use ofNon-IFRS 
Measures, Measures of Operating Performance and Reconciliation ofNet (Loss) Earnings to Adjusted EBITDA". 

The Company's gross margin rate was 27.3% in Fiscal 2016 compared to 31.8% in Fiscal 20 I 5. The decrease in the 
gross margin rate in Fiscal 2016 was impacted by the termination of the credit card marketing and servicing agreement 
with JPMorgan Chase which reduced the gross margin by $67.8 million, the weakening of the Canadian dollar compared 
to the U.S. dollar which reduced the gross margin by $63.8 million, and the expenses incmTed to resolve customer 
delivery issues noted during the holiday season which reduced the gross margin by $6.6 million. 

Net loss in Fiscal 2016 was $321.0 million compared to $67.9 million in Fiscal 2015. The increase in the net loss was 
primarily due to a higher operating loss in Fiscal 2016 and a one-time gain on the tennination of the credit card marketing 
and servicing agreement with JPMorgan Chase in Q4 2015. 
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Adjusted EBITDA in Fisca12016 was a loss of$282.9 million compared to a loss of$160.5 million in Fiscal2015, an 
increase in the loss of$122.4 million. Adjusted EBITDA was negatively impacted by $76.2 million from the termination 
of the credit card marketing and servicing agreement with JPMorgan Chase, $59.5 million due to the weakening of the 
Canadian dollar compared to the U.S. dollar, and $24.3 million from expenses incurred for the Initium initiative and 
challenges experienced with the launch of the new website. These negative impacts were partially offset by a $23.0 
million release of sales tax provision, a reduction of $14.9 million related to the closure of underperforming stores 
subsequent to Fiscal2015, and a decrease of$5.6 million in severance costs which were not included in transformation 
expense. Excluding the impact of these items, Adjusted EBITDA for Fiscal2016 declined by $5.9 million compared to 
Fiscal2015. Adjusted EBITDA is a non-IFRS measure. See Section I.e. "Use ofNon-IFRS Measures, Measures of 
Operating Performance and Reconciliation ofNet (Loss) Earnings to Adjusted EBITDA" regarding the use ofnon-IFRS 
measures and an explanation of the components of Adjusted EBITDA for the respective periods. 

Total cash was $235.8 million as at January 28, 2017 compared to $313.9 million as at January 30, 2016. The decrease 
of $78.1 million was primarily due to cash used for operating activities, partially offset by net proceeds received from 
lease tennination and sale and leaseback transactions described in Note 26 "Gain on lease termination and sale and 
leaseback transactions" of the Notes to the Consolidated Financial Statements for Fiscal 2016. 
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Management's Discussion and Analysis 

"Sears", "Sears Canada", "we", "us", "our" or "the Company" refers to Sears Canada Inc. and its subsidiaries. 

Management's Discussion and Analysis ("MD&A") contains commentary from the Company's management regarding 
strategy, operating results and financial position. Management is responsible for its accuracy, integrity and objectivity, 
and develops, maintains and supports the necessary systems and controls to provide reasonable assurance as to the 
accuracy of the comments contained herein. 

This MD&A should be read in conjunction with the Consolidated Financial Statements and Notes to the Consolidated 
Financial Statements for the 52-week period ended January 28, 2017 ("Fiscal 2016" or "2016"). The 2015 fiscal year 
refers to the 52-week period ended January 30, 2016 ("Fiscal 20 15" or "20 15"). The 2014 fiscal year refers to the 52-
week period ended January 3 I, 20 I 5 ("Fiscal 20 14" or "20 14"). The fourth quarter unaudited results for Fiscal 2016, 
Fiscal 2015 and Fiscal 2014 reflect the I 3-week periods ended January 28, 2017 ("Q4 20 16"), January 30, 2016 ("Q4 
20 15") and January 31, 2015 ("Q4 20 14"), respectively. The third quarter unaudited results for Fiscal 2016 and Fiscal 
2015 reflect the 13-week periods ended October 29, 2016 ("Q3 20 16") and October 31, 2015 ("Q3 20 15"), respectively. 
The second quarter unaudited results for Fiscal 2016 and Fiscal 2015 reflect the I 3-week periods ended July 30, 2016 
("Q2 2016") and August 1, 2015 ("Q2 20I5"), respectively. The first quarter unaudited results for Fiscal20 16 and Fiscal 
20 I 5 reflect the 13-week periods ended April 30, 2016 ("Q 1 20 16") and May 2, 2015 ("QI 2015"), respectively. The 
2017 fiscal year refers to the 53-week period ending February 3, 2018 ("Fiscal 20 17" or "20 17"). 

This MD&A is current as of April 26, 2017 unless otherwise stated. 

Additional infonnation relating to the Company, including the Company's Annual Infonnation Fonn ("A IF'') dated April 
26, 2017 and the Management Proxy Circular ("MPC") dated April 26, 2017, can be obtained by contacting Sears 
Canada's Corporate Communications department at 416-941-4422. The 2016 Annual Report, together with the AIF and 
MPC, have been filed with securities regulators in Canada through the System for Electronic Document Analysis and 
Retrieval ("SEDAR") and with the U.S. Securities and Exchange Commission ("SEC"), and can be accessed on the 
SEDAR website at sedar.com and on the SEC website at sec.gov. Additional information relating to the Company is also 
available online at sedar.com and at sec.gov. 

Unless otherwise indicated, all amounts are expressed in Canadian dollars. 

Cautionary Statement Regarding Forward-Looking Information 

Certain infonnation in the Annual Report and in this MD&A is forward-looking and is subject to important risks and 
uncertainties. Forward-looking information concerns, among other things, the Company's future financial perfonnance, 
business strategy, plans, expectations, goals and objectives, and includes statements concerning possible or assumed 
future results set out under Section 1 "Company Perfonnance", Section 2 "Consolidated Financial Position, Liquidity 
and Capital Resources", Section 3 "Financial Instruments", Section 6 "Shareholders' Equity", Section 7 "Accounting 
Policies and Estimates" and Section 9 "Risks and Uncertainties". Often, but not always, forward-looking infonnation 
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 infonnation 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 perfonnance 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 platfonn nation-wide; 
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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 creditworthiness 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 MD&A and in the Company's 2016 Annual Report under Section 9 
"Risks and Uncertainties" and elsewhere in the Company's filings with securities regulators. The forward-looking 
information in the Annual Report and in this MD&A are, 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. 
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Five Year Summary 
Fiscal Fiscal Fiscal Fiscal Fiscal 
2016 2015 2014 2013 20121. 2 

Results for the year (in CAD millions) 

Total revenue $ 2,613.6 $ 3,145.7 $ 3,424.5 $ 3,991.8 $ 4,346.5 

Depreciation and amortization 31.4 48.4 89.3 111.4 126.5 

(Loss) earnings before income taxes (318.2) (62.7) (360.0) 490.0 114.2 

Income tax (expense) recovery (2.8) (5.2) 21.2 (43.5) (13.0) 

Net (loss) earnings (321.0) (67 9) (338.8) 446.5 101.2 

Dividends declared 509.4 101.9 

Capital expenditures3 27.4 45.4 54.0 70.8 101.6 

Year end position (in CAD millions) 

Accounts receivable, net $ 67.1 $ 59.4 $ 73.0 $ 83.3 $ 77.7 

Inventories 598.5 664.8 641.4 774.6 851.4 

Property, plant and equipment 227.1 444.1 567.6 785.5 1,118.5 

Total assets 1,244.4 1,633.2 1,774.1 2,392.3 2,504.7 

Working capital 460.6 543.0 522.0 567.0 410.7 

Total long-term obligations, including principal payments on 
long-term obligations due within one year 20.3 24.2 28.1 35.9 59.4 

Shareholders' equity 222.2 554.2 570.8 1.073.8 1,076.4 

Per share of capital stock 

Basic net (loss) earnings $ (3.15) $ (0.67) $ (3.32) $ 4.38 $ 0.99 

Dividends declared 5.00 1.00 

Shareholders' equity 2.18 5.44 5.60 10.54 10.57 

Financial ratios 

Current ratio 1.8 1.9 1.8 1.7 1.5 

Debt/equity ratio(%) 9.1 4.4 4.9 3.3 5.5 

Gross margin(%) 27.3 31.8 32.6 36.2 36.7 

Breakdown of the Company's locations 

Full-line department stores4 95 95 113 118 118 

Sears Home stores5 26 41 47 48 48 

Outlet stores4 14 23 II II II 

Specialty type: Appliances and Mattresses I 4 4 

Hometown stores5 69 125 201 234 261 

Sears Home Services showrooms 8 9 

Corbeil 32 33 35 34 33 

National Logistics Centres 5 6 6 6 6 

Sears Travel offices 62 84 96 97 101 

Catalogue and online merchandise pick-up locations 830 1,213 1,335 1,446 1,512 

1 l11e 201 2fiscalyear ("Fiscal 2012 ") r~f'ers to the 53-week period ended FehruaJJ' 2. 2013. 

A.c(ju.\·ted to rt!fll!ctthe changes resulting.fi·om the retrospecfil'e application l?{ the change in accoul1fing poli9 ·related to the adoption t?( accoullling standard 
''/FRS II. Joint Arrangeme/1/s". 

·' C 'a pita/ expenditures reprt!senl purchases for lfhich pc{vnu!nl has heen made hy !he end qf"lhe.fiscal year. 

-1 /Juring Fiscal 2015, the ( 'ompany reclass{fled /6.full-line departmem stores to the (haler channel hosed 011 changes Ia their merchandise mix. Hmre1·er, !hey 
conlinue to opl!rafe m;fu/1-line deparfmem slorl!s. 

/Jurin?, Fiscal 20/6, the Company reclass[{ied one Homermrn sfore to a .\'ears Home store hosed on changes to its merdwnclise mix. 
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Quarterly Performance 

The Company's operations are seasonal in nature. Accordingly, merchandise, service and commission revenue will vary by 
quarter based upon customer spending behaviour. Historically, the Company's revenue and operating results are higher in 
the fourth quarter than in any of the other three quarters due to the holiday season. The Company is able to adjust certain 
variable costs in response to seasonal revenue patterns. However, costs such as occupancy are fixed, causing the Company 
to report a dispropOiiionate level of earnings in the fourth quarter. Other factors that affect the Company's sales and results 
of operations include actions by its competitors, timing and effectiveness of its promotional events, changes in economic 
conditions, population and other demographics. In addition, the Company offers seasonal goods and services. The Company 
sets inventory levels and promotional activity to be aligned with its strategic initiatives and expected consumer demands. 
Businesses that generate revenue from the sale of seasonal merchandise and services are subject to the risk of changes in 
consumer spending behaviour as a result of unseasonable weather patterns. 

Accordingly, the Company's results for any one fiscal quarter are not necessarily indicative of the results to be expected for 
any other quarter, or the full year, and total same store sales for any particular period may increase or decrease. 

The table below outlines select financial data for the eight most recently completed quarters. The quarterly results are unaudited 
and have been prepared in accordance with !FRS. 

Fourth Quarter Third Quarter Second Quarter First Quarter 

(in CAD millions. except per 
share amounts) 2016 2015 2016 2015 2016 2015 2016 2015 

Total revenue $ 744.0 $ 887.6 $ 625.2 $ 792.1 $ 648.5 $ 768.8 $ 595.9 $ 697.2 

Net (loss) earnings $ (45.8) $ 30.9 $ (120.0) $ (53.2) $ (91.6) $ 13.5 $ (63.6) $ (59.1) 

Basic and diluted net (loss) 
earnings per share $ (0.45) $ 0.30 $ (1.18) $ (0.52) $ (0.90) $ 0.13 $ (0.62) $ (0.58) 

Common Share Market Information 

The table below provides prices for the Company's common shares traded on the Toronto Stock Exchange (symbol: SCC). 

Fourth Quarter Third Quarter Second Quarter First Quarter 

2016 2015 2016 2015 2016 2015 2016 2015 

High $ 2.64 $ 11.25 $ 3.75 $ 9.88 $ 4.85 $ 11.32 $ 5.98 $ 12.60 

Low $ 1.95 $ 5.44 $ 2.65 $ 7.08 $ 3.44 $ 7.11 $ 3.07 $ 9.18 

Close $ 1.95 $ 6.15 $ 2.65 $ 9.01 $ 3.50 $ 7.50 $ 4.90 $ 9.36 

Average daily trading 
volume 20,319 10,764 11,700 6,462 23,131 12,772 31,015 16,113 

The table below provides prices for the Company's common shares traded on the NASDAQ (symbol: SRSC), quoted in U.S. 
dollars. 

Fourth Quarter Third Quarter Second Quarter First Quarter 

2016 2015 2016 2015 2016 2015 2016 2015 

High $ 1.95 $ 8.48 $ 2.88 $ 7.63 $ 3.76 $ 9.24 $ 4.27 $ 10.00 

Low $ 1.45 $ 3.75 $ 1.95 $ 5.22 $ 2.64 $ 5.47 $ 2.36 $ 7.66 

Close $ 1.45 $ 4.40 $ 1.95 $ 7.25 $ 2.76 $ 5.77 $ 3.90 $ 7.69 

Average daily trading 
volume 35,268 46,971 33,151 45,153 25,616 31,540 70,732 40,631 
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1. Company Performance 

a. J\1e1·chandising Operations and Business Overview 

The Company is comprised of one reportable segment, Merchandising. The Company's operations include the sale of goods 
and services through the Company's Retail channels, which includes its fuH-line department, Sears Home, Hometown, Outlet, 
Corbeil Electrique Inc. ("Corbeil") stores and its Direct (catalogueiinternet) channel. It also includes service revenue related 
primarily to logistics services provided through the Company's wholly-owned subsidiary S.L.H. Transpoti 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 (See 
Note 13 "Financial instruments" of the Notes to the Consolidated Financial Statements for Fiscal 2016 for additional 
information). 

Retail Chan11els 

Full-line department stm·es ··Sears full-! ine depatim ent stores are located primarily in suburban enclosed shopping 
centres. The major merchandise categories include the following: 

Apparel & Accessories - women's, men's and children's apparel, nursery products, cosmetics, jewellery, 
footwear and accessories. 

Home & Hardlines - home furnishings and mattresses, home decor, lawn and garden, hardware, leisure, 
seasonal products, toys, floorcare, sewing and major appliances. 

A ]though merchandise varies by store, the merchandise sales mix between the two major categories are 
approximately 40% Home & Hardlines and 60% Apparel & Accessories. 

Full-line depanment stores include a Sears catalogue and online merchandise pick-up location. Sears Travel offices 
and licensed businesses, such as optical centres and portrait studios, are also located in many of the Company's 
full-line department stores. 

Sears Home stores- Sears Home stores are typically located in power centres and present an extensive selection 
of furniture, mattresses and box-springs, and major appliances. The majority of these stores range in size from 
35,000 to 60,000 square feet. 

Hometown stores- Sears Hometown locations are primarily independently operated and offer major appliances, 
furniture, mattresses and box-springs, outdoor power equipment as well as a catalogue and online merchandise 
pick-up location. Most Hometown stores are located in markets that lack the population to suppoti a fttll-line 
department store. 

Outlet stores-· Sears Outlet stores offer clearance merchandise, primarily from the Company's full-line department 
stores and Direct channel, as well as surplus big-ticket items from all channels. 

Corbeil - Corbeil is a chain of major appliance specialty stores located throughout Quebec, the Greater Toronto 
Area and Eastern Ontario. There are 32 stores in the chain, 16 of which are franchised. The chain also includes two 
liquidation centres and one distribution centre in Montreal. Stores average approximately 6,500 square ft:t:t in sizt:. 

Sears Travel - Sears Travel service opt:ratt:s within 62 Sears locations across Canada and via an onlint: travel 
service at searstravel.ca and 1-866-FLY-SEARS, which connt:cts customers to tht: nt:arest geographical branch. 
TravelBrands Inc. managt:s the day-to-day operations of all Sears Travel offices and the Sears Travt:l website. 

Sears Home Serl'ices 

Operating under the Sears Home Improvements brand, the Company offers a broad range ofhome services, including 
carpet and duct cleaning, installation and asst:mbly of heating and cooling eguipmt:nt, custom window coverings, 
windows and doors, and other products purchast:d at Sears stores. 

Direct Channel 

The Company's Direct channel is comprised of its catalogue business, which is Canada's largest general merchandist: 
catalogue business, and sears.ca,an online shopping destination with over91.3 million visits in Fiscal2016, including 
desktop and mobile platforms. With two distribution centres exclusively dedicated to servicing the Direct channel 
and 830 catalogue and online merchandise pick-up locations nationwide, St:ars can dt:liver orders in most areas of 
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the country. Orders can be placed by telephone at I-800-26-SEARS, by fax, online at sears.ca or in person through 
Sears stores and catalogue agents. At the end ofFiscal 20 I6, 698 of the total 830 catalogue and online merchandise 
pick-up locations were independently operated under local ownership, with the remaining I32 units located within 
Sears locations. 

Catalogue - In Fiscal 2016, II different catalogues were distributed throughout Canada, including four 
Specialogues, designed to offer more seasonally relevant merchandise to specific customers. 

Sears.ca- The Company's website, sears.ca, enables the Company to provide new merchandise offers directly to 
web customers and highlights the Company's extensive general merchandise selection. In Fiscal20 I6, the Company 
continued to invest in its online capabilities to improve the user experience, and engage new customers and 
demographics. A new digital e-commerce platform, Initium, was developed and launched in November 20 I6. Sears 
is committed to maintaining its reputation as a trusted Canadian retailer by focusing on customer privacy and 
satisfaction when shopping on sears.ca. 

Logistics 

National Logistics Centres ("NLC")- Sears operates five logistics centres strategically located across the country. 
The logistic centres are comprised of two owned and three leased warehouse facilities which serve all channels of 
the business. The total floor area of these logistics centres was 5.I million square feet at the end of Fiscal 20I6, 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. See Note 28 "Assets classified as held for sale" of the 
Notes to the Consolidated Financial Statements for Fiscal 2016 for additional infonnation. 

S.L.H. Transport Inc. ("SLH")- 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. 

IO 

589 



As at the end of Fiscal 2016, Fiscal 2015, and Fiscal 20 14, the Company's locations were distributed across the country as 
follows: 

As at As at As at 
January 28, 2017 January 30,2016 January 31, 2015 

Atlantic Quebec Ontario Prairies Pacific Total Total Total 

Full-line department stores' 10 7' _j 32 18 12 95 95 113 

Sears Home stores 1 - 5 15 4 2 26 41 47 

Outlet stores2 1 3 7 2 1 14 23 11 

Specialty type: Appliances 
and Mattresses stores - - - - - - - 1 

Corporate stores 11 31 54 24 15 135 159 172 

Hometown stores1 15 6 8 22 18 69 125 201 

Corbeil franchise stores - 14 2 - - 16 16 16 

Corbeil corporate stores - 12 4 - - 16 17 19 

Corbeil - 26 6 - - 32 33 35 

NLCs3 - 1 2 1 1 s 6 6 

Trani offices 6 17 26 7 6 62 84 96 

Catalogue and online 
merchandise pick-up 
locations 88 194 265 208 75 830 L213 1,335 

1 /Juring Fiscal]()}(), the ( 'ompw~1· reclassffied one Hometmrn store Fo a ,)'ears Home store hosed on changes to ifs llll.'l'c/w}l(/ise mix. 

/Juring Fiscal 20/5, the ( 'vmpm~v rl!c!ass(fli!d 1 6full-/ine departmem sfore.'i to the Owlet chmmel hased on changes to their merchandise mix. Hmren!r, they cominue to 
operate as.fir/1-/ine deparfi1U!IIf stores. 

3 ,\'ears operatesfh·e logistics centres strategical~\' located across the cmmtl:\'. each refi!rred to as a NU ·. l'l1e NU 's are comprised (!(flro m1·ned and tlm!e leased 
lrarehousefCrcilitil!s 1rhich serw; all channels (?{the husiness. ,)'ee NotC! 2N "AsseTs class(fied as heldfor sale" in the ( 'ompm~v 's ( 'onsolidated Financial ,)'tatementsfi>r 
Fiscal 2016fhr additional il?f'ormalion. 

In Fiscal 2016, the Company closed 16 Sears Home stores, nine Outlet stores, 55 Hometown stores, one 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 Fisca12015, the Company closed two full-line department stores, six Sears Home stores, four Outlet stores, one Appliances 
and Mattresses store, 76 Hometown stores, two Corbeil corporate stores, 12 Sears Travel offices and 131 catalogue and 
online merchandise pick-up locations. The Company opened nine catalogue and online merchandise pick-up locations. 

In Fiscal 2014, the Company closed five full-line depmtment stores, as a result of lease terminations and lease amendments 
that occurred during Fiscal 2013. The Company also closed one Sears Home store, three Appliances and Mattresses stores, 
34 Hometown stores, one Sears Travel office and 142 catalogue and online merchandise pick-up locations. The Company 
opened one Hometown store, one Corbeil franchise store and 31 catalogue and online merchandise pick-up locations, and 
converted one Corbeil franchise store to a Corbeil corporate store. 

As of the end of Fiscal 2016, the number of selling units leased and owned by the Company was as follows: 

Full-line department stores 

Sears Home stores 1 

Outlet stores 

Hometown storesL2 

Corbeif 

Totae 

Leased 

87 

24 

12 

3 

29 

155 

Owned 

8 

2 

2 

12 

Ouring Fiscal 2016. the ( 'ompm~t· reclass{fled one Homl!f011'17 \HJI"<! To a Sl!ars Homl! srorl! hosed 011 changes to its !lu!rchandise mix. 

( )n~t· Homermrn and ( 'orhe;f sfvres that are 1101 indepemll!llf~t· mf171!d and opl!ra!ed are included 

Ji-a1·e! <rfficl!s and catalogue and online merchandise pick-up locations are located in other Sl!crrs .\'/ores or !ocallmsinesses, and 
thi!rejVre not included. 

II 

Total 

95 

26 

14 

3 

29 

167 
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As at the end ofFisca12016, Fisca12015, and Fiscal2014, the gross square footage for corporate store locations (both owned 
and leased) and NLCs was as follows: 

As at As at As at 
(square feet, millions) January 28, 2017 January 30,2016 January 31,2015 

Full-line department stores2 12.4 12.4 14.1 

Sears Home stores 1 1.2 1.8 2.1 

Outlet stores2 1.6 2.2 0.9 

Other1.3 0.2 0.2 0.3 

NLCs 5.1 6.5 6.6 

Total 20.5 23.1 24.0 

1 During Fisca/20/6, the Company reclass{fied one Hometown store to a Sears Home store hosed on changes to its merchandise mix. 

/Juring Fisca/20/5, the Compa1~v reclass(fied /6.full-line department stores to the Outlet channel hosed on changes to their merchandise mLY:. 
Hmre1·er. they continue to operate as full-line department stores. 

Other includes Hometmn1 and Cm·heil stores that are not independent~r owned and operated. Other also included Appliances and Aiattres.'ies as at 
January 31, 2015. 

Gross square footage for corporate store locations as at January 28, 2017 decreased compared to January 30, 2016 due to 
the closure ofunderperforming stores. 

Gross square footage for corporate store locations as at January 30, 2016 decreased compared to January 31, 2015 due to 
the closure ofunderperforming stores. 

b. Core Capabilities 

The Company's key resources and capabilities include its employees, brand equity, omni-channel capabilities, real estate 
and logistics, as described below. 

Employees 

Sears employees are a critical asset to the Company. Sears works to inspire its employees to provide excellent 
customer service, meaningful experiences and opportunities to participate in community involvement. 

Brand equity 

The Company works closely with its suppliers in product development, design and quality standards. Many lines 
of merchandise are manufactured with features exclusive to Sears and are sold under the Company's private label 
brands, such as Kenmore® and Craftsman®. The Company believes that its private label and national brands have 
significant recognition and value with customers. 

Omni-channel capabilities 

The Company strives to serve its customers through a network of stores that span all ten provinces, primarily through 
its 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) and 62 Sears Travel 
offices. The Company has also made significant investment in its digital offering, sears.ca, where customers can 
shop from the convenience of their electronic devices and have their merchandise delivered in most areas of the 
country to over 800 merchandise pick-up locations for orders placed through the catalogue or online. 

Real Estate 

Logistics 

The Company approaches its real estate portfolio in two primary ways: (I) to provide capital and liquidity to fund 
growth and pursue other value-creating balance sheet initiatives, and (2) to generate revenue from real estate 
development and other business partnerships that fit strategically with its retail vision. 

The Company has the capability to move merchandise efficiently to stores, merchandise pick-up locations, or directly 
to customers. The Company's wholly-owned subsidiary, SLH, is responsible for providing transportation services 
for the Company's merchandising operations and has arrangements with third pmties to increase SLH's revenue 
and fleet utilization, and improve its operating effectiveness. The Company conducts operations in five NLCs located 
in Vancouver, Calgary, Vaughan, Belleville and Montreal. 
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c. Strategic Initiatives 

During Fiscal20l6, Sears Canada focused on re-engineeringthe business for long-term growth. The Company's four primary 
workstreams are intended to drive the Company's business goals of increasing revenue and maintaining a strong balance 
sheet. 

The four primary workstreams are as follows: 

1. Sears 2.0 -Moving Sears physical retail stores to a more productive model, with a more customer-focused and relevant 
assortment, faster inventory turns, and an assessment of the required square footage per store. Initiatives that drove Sears 
Canada's in-store business fall into this category. 

2. Jnitium- Building a new technology architecture to run Sears Canada, an upgraded e-commerce experience and logistics 
capabilities. The platform has the potential to structure Sears Canada as a digital commerce company with a network 
of stores attached, as opposed to a network of stores and legacy technology with a separate e-commerce business. 

3. Real Estate - Matching the Company's real estate portfolio to better suit its needs for a profitable store-based retail 
business. 

4. SG&A- Bringing the Company's Selling, General and Administrative expense structure in line with its revenue. 

During Fiscal 2016, the Company made progress on these key workstreams. Highlights from the year in each workstream 
include: 

Sears 2.0 

Launched the Company's first new Sears 2.0 prototype stores at Promenade Mall in Thornhill, Ontario, Mapleview 
Centre in Burlington, Ontario, Stone Road Mall in Guelph, Ontario and Oshawa Centre in Oshawa, Ontario. The stores 
underwent significant changes in their layout and offerings all designed to deliver quality products at affordable prices. 
The Company plans to convert several more stores to the Sears 2.0 format in Fiscal2017. 

Implemented many in-store initiatives designed to fulfill the Company's goal of enhancing customer service and its 
commitment to providing high quality products at affordable prices: 

Internet Price Scraping: Sears Canada is the Canadian leader by sales in the appliances category. To build on this 
and to provide Canadians the best value, Sears Canada researches competitor pricing daily to seek to ensure we 
offer the lowest price on comparative items, and a similar program has been instituted for mattresses; and 

o Financing: entered into a new loan processing and servicing agreement with easyfinancial Services Inc. to extend 
financing options to Sears customers purchasing major appliances and other home appliances following the 
termination of the JPMorgan Chase credit card agreement in November of201 5. 

During the second half of20 16, the Company soft-launched an off-price business with a dedicated merchandising team 
to bring outstanding deals on well-known branded products to our customers. The Company will formally launch this 
business in Spring 2017 . 

. • Unveiled a new logo during Q3 2016, as part of its plan to re-invigorate and revitalize Sears Canada across all lines of 
business, from e-commerce to in-store experiences, and from merchandise selection and curation to marketing 
communications. 

lnitium 

During QJ 2016, Sears Canada launched Initium Commerce Lab, an innovation hub, to design and implement a 
modernized technology platform for the Company. lnitium is an open-concept, creative environment, physically located 
away from head office operations to more easily facilitate the generation of new ideas and focus on delivering customer
centric, digital solutions: 

The new digital e-commerce platform launched beta-testing of the new Sears Canada website in Alberta in August 
of 2016 and British Columbia in October of 20 16; 

The Company employed a team to monitor progress of the beta-test and applied key learnings fi·om the tests, and 
launched the new website nationally in November; 

The Company entered into an agreement with CGI to help streamline and update Sears' current technology 
infrastructure and mainframe applications with the goal of reducing costs and improving efficiency, enabling Sears 
to decommission systems concurrent to establishing Initium; and 
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Sears Canada 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 there. These jobs will include business services 
agents, team leads, information technology support, human resources personnel, administrative support and 
managers. 

Real Estate 

During Q1 2016, the Company completed the sale and leaseback transactions of the NLCs in Vaughan, Ontario and 
Calgary, Alberta, for net proceeds of $100.0 million and $83.9 million, respectively; 

During Q2 2016, the Company assigned eight of its Sears Home banner store leases to Leon's Furniture Ltd., furthering 
Sears Canada's strategy to make its core bricks and mortar store footprint more productive; 

During Q3 2016, the Company completed the sale of the Park Street NLC in Regina, Saskatchewan, for net proceeds 
of$18.1 million; 

During Q4 2016, the Company completed the sale of the Broad Street NLC in Regina, Saskatchewan, and a sale and 
leaseback of a NLC in Port Coquitlam, British Columbia, fornet proceeds of$8.5 million and $22.4 million, respectively; 

During Q4 2016, the Company completed a real estate transaction for net proceeds of $62.1 million, which 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. 

Subsequent to Q4 2016, the Company completed the sale and leaseback of the NLC located in Ville St. Laurent, Quebec, 
for total consideration of $50.0 million less customary closing adjustments; and 

Subsequent to Q4 2016, the Company completed the sale and leaseback transaction of its retail store located in Regina, 
Saskatchewan, for total consideration of $7.0 million less customary closing adjustments. 

SG&A 

The Company achieved annualized cost reductions of$159.6 million, which exceeded the upper range of the Company's 
target of $155.0 million in annualized cost reductions. 

"Live Green" Initiatives 

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 on 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. 

Sears continued to focus on these three priorities by implementing or continuing the following initiatives during Fiscal 2016: 

Reducing the Company's electricity consumption through the recommissioning 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; and 

Sears Canada's recycling partner, GreenS pace Waste Solutions ("GreenS pace"), began handling the Company's recycling 
activities in June 2014. 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 2016, total rebates for recyclables remained flat as compared to 2015 at over $697,000. GreenS pace has also 
improved reporting capabilities, which helps the Company track progress towards its long term waste diversion goals. 
As of the end of2016, the Company's NLCs were diverting approximately 90% of their waste from landfill and the 
Company reduced its waste sent to landfill by over 700 metric tonnes compared to 2015. 
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Corporate Social Responsibility 

The following is a summary of the results of the Company's and its employees' corporate social responsibility efforts during 
Fiscal2016: 

Sponsored the ninth annual Sears National Kids Cancer Ride (the "Ride"), in cooperation with the Coast to Coast Against 
Cancer Foundation. This epic 7,000 km cycling journey rolled across Canada from September 10-26, raising funds and 
awareness for the fight against childhood cancer. This year, Sears, its customers and its associates raised or donated 
over $883,000 in funds, logistical support and services for the Ride; 

Hosted the 29th Annual Sears Boys & Girls Club of Canada ("BGCC") Golf Tournament near Toronto, in cooperation 
with our vendors, raising over $230,000 to support BGCC youth programs. Sears matched the funds raised for a total 
contribution of $460,000; 

Held the semi-annual "Gold Month" fundraiser to raise money for the fight against childhood cancer in May and 
November achieving $220,000 of donations; 

Coordinated an in-store campaign in support of the Canadian Red Cross Fort McMurray Relief Fund in May. $153,312 
was raised to aid in the rebuilding effort, following the municipality's disastrous forest fires; and 

The Sears Drama Festival marked the 70th year of the Ontario festival, the eighth year of the British Columbia festival 
and the Atlantic region celebrated its sixth year with a special scholarship program. The Festival promotes a creative 
process that allows students to gather information, negotiate ideas, implement and execute a plan, draft a work and create 
a product, all while developing confidence, important life skills and a strong sense of self. 

Including the above, Sears, its customers, vendors and its associates raised or facilitated the donation of approximately $5.3 
million for various charitable organizations such as the Sir Edmund Hillary Foundation's annual fundraising event, Operation 
Wish and Operation Enfant Solei) through a variety of events and initiatives. 

d. Outlook 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share. 
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. In order to stay 
competitive and relevant to our customers, the Company's strategic plan for 2017 centred on three pillars of change: product 
innovation, customer experience, and brand positioning. 

The Company has had recurring operating losses and negative cash flows from operating activities in the last five fiscal 
years. In response, the Company has taken a number of actions to enhance its financial flexibility, to fund its ongoing business 
operations and to meet its obligations, including the monetization of real estate assets and joint venture interests and a recent 
borrowing. See Section 2 "Consolidated Financial Position, Liquidity and Capital Resources - Capital Resources". The 
Company also expects to pursue other near-term actions to bolster liquidity and fund ongoing business operations. If the 
Company continues to incur losses, additional actions may be required to maintain the liquidity to operate its business. 

Although these initiatives and actions are intended to achieve sustainable growth for the Company, there can be no assurance 
that the Company will be able to successfully implement them or whether such initiatives or actions will yield the expected 
results. For a discussion of the risks and uncertainties inherent in the Company's business, see Section 9 "Risks and 
Uncertainties". 

e. Use of Non-IFRS Measures, Measures of Operating Performance and Reconciliation of Net (Loss) Earnings to 
Adjusted EBITDA 

The Company's Consolidated Financial Statements for Fiscal20 16 are prepared in accordance with IFRS. Management uses 
IFRS, non-IFRS and operating performance measures as key performance indicators to better assess the Company's 
underlying performance and provides this additional information in this MD&A. 

Total same store sales is a measure of operating performance used by management, the retail industry and investors to compare 
retail operations, excluding the impact of store openings and closures. Total same store sales represents merchandise sales 
generated through operations in the Company's full-line department, Sears Home, Hometown, Outlet and Corbeil stores that 
were continuously open during both of the periods being compared. Core Retail same store sales represents merchandise 
sales generated through operations in the Company's full-line department and Sears Home stores (and exclude Hometown, 
Outlet and Corbeil, which are considered non-Core), that were continuously open during both of the periods being compared. 
More specifically, the same store sales metric compares the same calendar weeks for each period and represents the 13 and 
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52-week periods ended January 28, 2017 and January 30, 2016. The calculation of same store sales is a performance metric 
and may be impacted by store space expansion and contraction. The same store sales metric excludes the Direct channel. 

A reconciliation of the Company's total merchandising revenue to total same store sales is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions) 2016 2015 2016 2015 

Total merchandising revenue $ 744.0 $ 887.6 $ 2,613.6 $ 3,145.7 

Non-comparable sales 110.3 194.1 529.0 708.5 

Total same store sales 633.7 693.5 2,084.6 2,437.2 

Percentage change in total same store sales 1.3% (1.6)% (4.3)% (2.3)% 

Percentage change in total same store sales by category 

Apparel & Accessories (1.5)% 0.4% (5.9)% (4.6)% 

Home & Hardlines 4.0% (3.5)% (3.3)% (0.7)% 

Percentage change in Core Retail same store sales 0.9% (0.8)% (4.9)% (0.6)% 

Percentage change in Core Retail same store sales by category 

Apparel & Accessories (1.7)% 2.9% (5.3)% (1.5)% 

Home & Hard lines 3.9% (5.1)% (4.9)% -% 

The Company has noted that the same stores sales metric of Core Retail is no longer a relevant disclosure for the readers of 
the MD&A as the merchandise sales between Core Retail and non-Core are not regularly reviewed by the Company for 
allocating resources and assessing performance. Therefore, the same stores sales metric of Core Retail will not be disclosed 
in the MD&A subsequent to Q4 2016. 

Adjusted EBITDA is a non-IFRS measure and excludes finance costs, interest income, income tax expense or recovery, 
depreciation and amortization and income or expenses of a non-recurring, unusual or one-time nature. Adjusted EBITDA is 
a measure used by management, the retail industry and investors as an indicator of the Company's operating performance, 
ability to incur and service debt, and as a valuation metric. The Company uses Adjusted EBITDA to evaluate the operating 
perfom1ance of its business as well as an executive compensation metric. While Adjusted EBITDA is a non-IFRS measure, 
management believes that it is an important indicator of operating performance because it excludes the effect of financing 
and investing activities by eliminating the effects of interest and depreciation and removes the impact of certain non-recurring, 
unusual or one-time nature items that are not indicative of our ongoing operating performance. Therefore, management 
believes Adjusted EBITDA gives investors greater transparency in assessing the Company's results of operations. 
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A reconciliation of the Company's net (loss) earnings to Adjusted EBITDA is outlined in the following table: 

Fourth Quarter Fiscal 

(in CAD millions. except per share amounts) 2016 2015 2016 2015 

Net (loss) earnings $ (45.8) $ 30.9 $ (321.0) $ (67.9) 

Transfonnation expense1 9.3 9.7 44.2 16.5 

Gain on te1mination of credit card arrangement2 (170.7) (170.7) 

Gain on lease tennination and sale and leaseback transactions3 (59.9) (105.9) (67.2) 

Gain on settlement of retirement benefits4 (5.1) 

Assets held for sale impainnene 2.3 3.8 7.3 3.8 

Other asset impainnent6 27.7 74.6 45.0 74.6 

Warehouse impairment reversal7 (15.1) (15.1) 

TBI costs8 6.4 

Environmental remediation costs9 (2.8) 3.2 (1.0) 3.2 

Lease exit costs 10 2.9 12.6 

Depreciation and amortization expense 7.3 II. I 31.4 48.4 

Finance costs 0.3 2.1 8.9 9.7 

-Interest income (2.6) (0.3) (7.2) (2.3) 

Income tax (recovery) expense (2.4) (0.5) 2.8 5.2 

Adjusted EBITDA 11 $ (63.7) $ (51.2) $ (282.9) $ (160.5) 

Basic net (loss) earnings per share $ (0.45) $ 0.30 $ (3.15) $ (0.67) 

7i·an~formatiou expense durin?, 2016 and 2015 IT!!ates primariZl' to se1·erance costs incurred during the period. l'lu!se costs are included in "Selling, admini.\·trath·e 
and other expenses" in the ( 'ompan.v's ( 'onsolidated Financial.\'tatementsfhr Fisca/20/6. 

Gain on termination of credit card arrangement represel1/s the net ?,a in on the sale ~f.JPA4oJxan ( 'hase's por({olio c?f credit card accmmts and related receh·ahles 
related to the Sean credil card am! Sears Afastercard durin?, 2015. descrihed in Note 2i ''Gain on termination c?f credit card arrangement" in the ( 'ompaJ~l·'s 
( 'onsolidated Finam:ial Statementsfor Fiscal 2016. 

Uain on/ease termination and sale and leasehack trcmsactious represents the net}4ain related to a lease termination am/ sellin?, am/leasi1114 hack certain properties 
owned hy the ('ompany during Fiscal 20/6 and Fiscal 20/5, descrihed ill Note 26 "Gain onll!ase termination am/ sale and leaseback transactions" in the ( 'ompany's 
( 'onsolidated Financial ,)'tatementsfor Fiscal 2016. 

Gain on selflement l?lretirement henefits relates to the settlement l?f retirement hene,fits c?f eligihll! ml!mhers cm•ered under the 11011-pem·ion retirenwnt plan during Q1 
2015. described in Note 19 "Retirement hene,(it plans" in the ( 'ompany 's ( 'onsolidated Financial ,\'tatements for Fiscal 2016. 

Assets heldfor sale impairmen!IT!presents the chal'?,t! related to writing dolfnthl! carr:ving l'alue l?(the proper~\', plant and equipment l!{one retail store and certain 
logistics centres to .fair ralw! less costs to sell, clescrihed in Note 2H ''Assets dass({ied as heldfor sale" in the ( 'ompany :\· ( 'onsolidated Financial Stateme111sfor Fiscal 
21116. 

( )ther asset impairment represents thl! ,·harge related to ll'l'iting dol1'n the carrying l'alue l?lthe properzv. plant am/ equipment ami illfangihles (?f certain cash 
general in)! units during 2016 and 2015, described in Note 9 "Proper~v. plant and equipment am/ investment properties" and Note /0 "lntangihle assets" in the 
( .'ompan.v 's ( 'onsolidatt!d Financial S'tatement.\·.for Fiscal 20/6. 

JVarelwuse impairmemre,·ersal represellfs the partial re1·ersal during 20/5 c?f'the charge related to writing dolfnthe carrying ra/ue of the properzr, plant and 
equipment qfthe A1ontreal 11·arelwuse during 201-lto.fGirra/ue less costs to sell, descrihed in Note 9 "Proper~v. p/a/11 and equipment and im·estment properties" in the 
('ompany's ('onsolidatl!d Financial Statemews.for Fisca/20/6. 

TBI costs rl!prese111the estimated costs to the ( .'ompw~v related to Trarelf3ram!.\· Inc. (a licensee l?{the ( 'mnpm~l~ .filin)!.for creditor protection during 2015. des~·rihed 
in Note I-I "Financial instruments" in the ( 'ampCli{V 's ( 'onsolidated Financial Statementsfi>r Fiscal 2015. 

Em·ironmental remediation costs in Fiscal20/5 relate to estimated costs required to restore the Park ,\'treetl.ogistics ('entre located in Regina, in order to sell the 
proper~v in Fiscal20/6. Re1·ersalv of em·ironmemal remediation costs were made in Fiscal20/6 hased on actual enl'ironmental remediation costs incurred i11ese 
costs were inc:luded in "S'el/ing, administratil·e and othl!r expenses" in the ('ompaJ{l/.\· ( 'onsolidated Financial Statementsfhr Fiscal 2016. T11e Park ,)'tree/ Logistics 
('entre was sold durin?, Fiscal 2016, descrihed in Note 26 "Gain on/ease terminalion awl sale and lease hack transactions" in the ( 'ompany"s Consolidated Financial 
Statemems.for Fiscal 2016. 

/fl Lease ex if costs relate primari~v to costs incurred to exit certain properties during Fiscal 20/6. 'l'l1ese costs were included in "Sellin?,. administratil·e and other 
expenses" in the ( 'ompa1~v 's ( 'onsolidated Financial ~)'latememsfi1r Fiscal 20 I 6. 

11 rlc(iusted E131TIJ..J. is a measw·e used hy managemelll, tl1e l'l!tail industry am/ im·estors as an indicator qf'the Company's operating pe1.formance, ahili~r to incur and 
sen·ice deht, am/ as a l'aluationmelric. rlc(iusted EB1T/Jrl is a nm1-IFRS measure. 

Adjusted EBITDA and total same store sale metrics do not have any standardized meaning prescribed by I FRS and therefore 
may not be comparable to similar measures presented by other reporting issuers. Adjusted EBITDA and total same store 
sales metrics should not be considered in isolation or as alternatives to measures prepared in accordance with IFRS. 
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f. Consolidated Financial Results 

(in CAD millions) 

Revenue 

Cost of goods and setvices sold 

Selling, administrative and other expenses 

Operating Joss 

Gain on lease termination and sales and leaseback transactions 

Gain on termination of credit card anangement 

Gain on settlement of retirement benefits 

Finance costs 

Interest income 

Loss befm·e income taxes 

Income tax expense 

Net Joss 

2016 

$ 2,613.6 

1,900.5 

1,135.5 

(422.4) 

105.9 

8.9 

7.2 

(318.2) 

2.8 

$ (321.0) 

Fiscal 

%Chg2016vs 
2015 20]5 

(16.9)% $ 3,145.7 

(11.4 )% 2,145.9 

(12.5)% 1,298.1 

(41.6)% (298.3) 

57.6% 67.2 

(1 00.0)% 170.7 

(100.0)% 5.1 

(8.2)% 9.7 

213.0% 1 ~ __ .) 

(407.5)% (62.7) 

(46.2)% 5.2 

(372.8)% $ (67.9) 

2016 compared with 2015- Total revenue in Fiscal2016 decreased by 16.9% to $2,613.6 million compared to S3,145.7 
million during the same period in Fiscal201 5. The revenue in Fiscal20 16 relating to Home & Hardlines decreased by $333.0 
million, or 22.6%, compared to the same period in Fiscal 2015, due to sales declines in all product categories. Included in 
the total revenue decrease in Fiscal 2016 for Home & Hardlines was a $137.4 million decrease in Direct channel sales due 
to a decrease in catalogues, catalogue pages and distribution, as well as challenges experienced with the launch of the new 
w·ebsite, and a $121.0 million decrease in retail store sales due to store closures during and subsequent to Fiscal 2015. The 
revenue in Fiscal 2016 relating to Apparel & Accessories decreased by $114.2 million, or I 0.3%, compared to Fiscal 2015, 
due to sales dec I ines in all product categories. Included in the total revenue decrease in Fiscal20 16 for Apparel &Accessories 
was a $65.6 million decrea"e in Direct channel sales due to a decrease in catalogues, catalogue pages and distribution, as 
well a" challenges experienced with the launch of the new website, and a $15.5 million decrease in retail store sales due to 
store closures during and subsequent to Fiscal20 15. Commission and licensee revenue decreased by $75.7 million, or 70.0%, 
compared to Fiscal 2015, primarily due to reduced revenues after the termination of the credit card marketing and servicing 
agreement with .lPMorgan Chase in November 2015. Services and other revenue decreased by $8.0 million or 3.3%, compared 
to Fiscal 2015, primarily due to reduced shipping fees on sales to customers through our Direct channel and Sears Home 
stores due to store closures. 

Total same store sales decreased by 4.3%, while same store sales in Core Retail stores decreased by 4.9% in Fiscal 2016 
co mpared to Fiscal 20 15. The same store sales decline was primarily due to a decrease in major appliances due in part to tb<;: 
loss of customer financing solutions with the termination of the credit card marketing and servicing agreement with JP:\1organ 
Chase in November 2015. The decline in the same store sales was also due to a decrease in overall transactions after elevated 
levels of loyalty point redemptions in Q3 2015 in anticipation of the impending termination of the credit card agreement. 
Total same store sales in Home & Hard lines decreased by 3.3% while same store sales in Home & Hard lines in Core Retail 
stores decreased by 4.9% in Fiscal2016 compared to Fiscal20 15. Total same store sales in Apparel & Accessories decreased 
by 5.9% while same store sales in Apparel & Accessories in Core Retail stores decreased by only 5.3% in Fiscal 2016 
compared to Fiscal 20 15. 

Total revenue recognized from points redemption under the loyalty program in Fiscal20 16 was $22.7 million (Fisca12015: 
S45.6 million). Total revenue deferred related to points issuances was $18.7 million (Fiscal 2015: S44.5 million), resulting 
in a net increase of$2.9 million as compared to Fiscal 2015, primarily due to lower point issuances partially offset by lower 
point redemptions. 

Cost of goods and services sold \Vas 11.4% lower in Fiscal2016 compared to Fiscal2015. The decrease was primarily 
attributable to low·er sales volumes \vhich included the effect of store closures during and subsequent to Fiscal 2015. 

The Company's gross margin rate was 27.3% in Fiscal 20 16 compared to 31.8% in Fiscal 2015. The decrease in the gross 
margin rate in Fiscal 2016 was impacted by the termination of the credit card marketing and servicing agreement with 
JP:\1organ Chase which reduced the gross margin by $67.8 million, the weakening of the Canadian dollar compared to the 
U.S. dollar which reduced the gross margin by $63.8 million, and the expenses incurred to resolve customer delivery issues 
noted during the holiday season which reduced the gross margin by $6.6 million. 
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Selling, administrative and other expenses, including depreciation and amortization expense, decreased by $162.6 million 
or 12.5% to $1,135.5 million in Fiscal2016 compared to Fisca12015. Excluding transformation expenses of$44.2 million 
in Fiscal 2016 (Fiscal2015: $16.5 million), impairment charges and other non-recurring items in Fiscal 2016 and Fiscal 
2015 as shown in the reconciliation of the Company's net (loss) earnings to Adjusted EBITDA in Section I.e. "Use ofNon
IFRS Measures, Measures of Operating Performance and Reconciliation of Net (Loss) Earnings to Adjusted EBITDA", 
selling, administrative and other expenses decreased by $181.3 million or 15 .0%, in Fiscal 2016 compared to Fiscal 2015. 
The decrease in expenses, excluding non-recurring, unusual or one-time nature, was primarily attributable to a release of 
sales tax provision, lower spending on advertising, payroll and rent, as well as lower depreciation expenses. Advertising 
expense decreased primarily due to reductions in catalogues and circulation. Payroll expense decreased primarily due to a 
reduced number of employees, as a result of store closures and transformation activities in Fiscal 2016 and Fiscal 2015. Rent 
expense decreased primarily due to store closures during and subsequent to Fisca12015. 

Depreciation and amortization expense in Fiscal 2016 decreased by $17.0 million to $31.4 million compared to Fiscal 2015, 
primarily due to the impairment of certain assets in Fiscal 2015 and the completion of the sale and leaseback transactions 
during Fiscal 2016 (see Note 26 "Gain on lease termination and sale and leaseback transactions" of the Notes to the 
Consolidated Financial Statements for Fiscal 2016 for additional information). The Company regularly monitors the business 
for indicators of impairment, and assesses the potential impact to the carrying value of our assets on a quarterly basis. See 
Note 9 "Property, plant and equipment and investment properties", Note I 0 "Intangible assets" and Note 28 "Assets classified 
as held for sale" of the Notes to the Consolidated Financial Statements for Fisca120 16 for additional information regarding 
impairment charges. 

During Q4 2016, the Company completed a real estate transaction for net proceeds of$62.1 million, which 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 Q4 2016, the Company completed the sale of the Broad Street NLC in 
Regina, Saskatchewan, and a sale and leaseback of a NLC in Port Coquitlam, British Columbia, for net proceeds of $8.5 
million and $22.4 million, respectively. During Q3 2016, the Company completed the sale of its Park Street NLC located in 
Regina, Saskatchewan, for net proceeds of$18.1 million. During Ql 2016, the Company completed the sale and leasebacks 
of its NLCs located in Calgary, Alberta and Vaughan, Ontario, for net proceeds of $83.9 million and $100.0 million, 
respectively. See Note 26 "Gain on lease termination and sale and leaseback transactions" in the Notes to the Consolidated 
Financial Statements for Fiscal 2016 for additional information. 

Finance costs in Fiscal 20 I 6 decreased by $0.8 million to $8.9 million compared to Fiscal 2015, primarily due to a decrease 
of $1.7 million in interest expense on prior year income tax reassessments, partially offset by an increase of$0.8 million in 
interest expense related to letters of credit outstanding against the Amended Credit Facility. 

Interest income in Fiscal 2016 increased by $4.9 million to $7.2 million compared to Fiscal 2015, primarily due to a one
time interest of$2. 7 million received on prior year income and capital tax reassessments and interest income of$1.7 million 
recognized on maturity of an investment. 

Income tax expense in Fiscal 2016 decreased by $2.4 million to $2.8 million compared to $5.2 million in Fiscal 2015, 
primarily attributable to the recovery of income taxes paid related to fiscal years 2013 and 2014, due to the implementation 
of a loss monetization plan in Fiscal 2016. 

Net loss in Fiscal 2016 was $321.0 million compared to $67.9 million in Fiscal 2015. The increase in the net loss was primarily 
due to a higher operating loss in Fiscal 2016 and a one-time gain on the termination of the credit card marketing and servicing 
agreement with JPMorgan Chase in Q4 2015. 

Adjusted EBITDA in Fiscal 2016 was a loss of$282.9 million compared to a loss of$160.5 million in Fiscal 2015, an increase 
in the loss of$122.4 million. Adjusted EBITDA was negatively impacted by $76.2 million from the termination of the credit 
card marketing and servicing agreement with JPMorgan Chase, $59.5 million due to the weakening of the Canadian dollar 
compared to the U.S. dollar, and $24.3 million from expenses incurred for the Initium initiative and challenges experienced 
with the launch of the new website. These negative impacts were partially offset by a $23.0 million release of sales tax 
provision, a reduction of$ I 4.9 million related to the closure of underperforming stores subsequent to Fiscal 2015, and a 
decrease of $5.6 million in severance costs which were not included in transformation expense. Excluding the impact of 
these items, Adjusted EBITDA for Fiscal 2016 declined by $5.9 million compared to Fiscal 2015. Adjusted EBITDA is a 
non-IFRS measure. 
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g. Fourth Quarter Results 

Fourth Quarter 

%Chg2016 vs 
(in CAD millions) 2016 2015 2015 

Revenue $ 744.0 (16.2)% $ 887.6 

Cost of goods and services sold 560.6 (11.4)% 632.5 

Selling, administrative and other expenses 293.8 (25.4)% 393.6 

Operating loss (110.4) 20.3% ( 138.5) 

Gain on lease termination and sale and leaseback transactions 59.9 100.0% 

Gain on termination of credit card arrangement (100.0)% 170.7 

Finance costs 0.3 (85.7)% 2.1 

Interest income 2.6 766.7% 0.3 

(Loss) earnings before income taxes (48.2) (258.6)% 30.4 

Income tax recovery 2.4 380.0% 0.5 

Net (loss) earnings $ (45.8) (248.2)% $ 30.9 

Q4 2016 compared with Q4 2015- Total revenue in Q4 2016 decreased by 16.2% to $744.0 million compared to $887.6 
million in Q4 2015. The revenue in Q4 2016 relating to Home & Hardlines decreased by $101.4 million, or 25.8%, compared 
to Q4 2015, due to sales declines in all product categories. Included in the total revenue decrease in Q4 2016 for Home & 
Hardlines was a $61.2 million decrease in Direct channel sales primarily due to a decrease in catalogues, catalogue pages 
and distribution as well as challenges experienced with the launch of the new website, and a $45.3 million decrease in retail 
store sales due to store closures subsequent to the end ofQ4 2015. The revenue in Q4 2016 relating to Apparel &Accessories 
decreased by $38.4 million, or 10.4% compared to Q4 2015, due to sales declines in all product categories. Included in the 
total revenue decrease in Q4 2016 for Apparel & Accessories was a $24.6 million decrease in Direct channel sales primarily 
due to a decrease in catalogues, catalogue pages and distribution as well as challenges experienced with the launch of the 
new website, and a $9.2million decrease in retail store sales due to store closures subsequent to the end ofQ4 2015.1ncluded 
in the total revenue decrease in Q4 2016 was a decrease in Commission and licensee revenue of $4.4 million, or 31.9%, 
compared to Q4 2015, primarily due to reduced revenues after the termination of the credit card marketing and servicing 
agreement with JPMorgan Chase in November 2015. Refer to Note 27 "Gain on termination of credit card arrangement" of 
the Notes to the Consolidated Financial Statements for Fiscal 2016 for additional information. 

Total same store sales increased by 1.3%, while same store sales in Core Retail stores increased by 0.9% in Q4 2016 compared 
to Q4 2015. The increase in same store sales was primarily due to the dynamic pricing programs for major appliances and 
mattresses, and the adjustments made to general pricing, product assOitment and brand matrix to better align to the market 
and customer preferences. Total same store sales in Home & Hardlines increased by 4.0% and same store sales in Home & 
Hardlines in Core Retail stores increased by 3.9% in Q4 2016 compared to Q4 2015. Total same store sales in Apparel & 
Accessories decreased by 1.5% and same store sales in Apparel & Accessories in Core Retail stores decreased by_l.7% in 
Q4 2016 compared to Q4 2015. · 

Total revenue recognized from points redemption under the loyalty program in Q4 2016 was $3.3 million (Q4 2015:$2.1 
million). Total revenue deferred related to points issuances in Q4 2016 was $3.1 million (Q4 2015: $5.2 million), resulting 
in a net increase of $3.3 million as compared to Q4 2015, primarily due to lower points issuance partially offset by lower 
points redemption. 

Cost of goods and services sold was 11.4% lower in Q4 2016 compared to Q4 2015. This decrease was primarily attributable 
to lower sales volumes which included the impact of store closures subsequent to the end of Q4 2015. 

The Company's gross margin rate was 24.7% in Q4 2016 compared to 28.7% in Q4 2015. The decrease in the gross margin 
rate in Q4 2016 was impacted by the weakening of the Canadian dollar compared to the U.S. dollar which reduced the gross 
margin by $11.9 million, the expenses incurred to resolve customer delivery issues noted during the holiday season which 
reduced the gross margin by $6.6 million, and the termination of the credit card marketing and servicing agreement with 
JPMorgan Chase which reduced the gross margin by $3.5 million. 

Selling, administrative and other expenses, including depreciation and amortization expense decreased by $99.8 million or 
25.4% to $293.8 million in Q4 2016 compared to Q4 2015. Excluding transformation expenses of$9.3 million in Q4 2016 
(Q4 2015: $9.7 million), impaim1ent charges and other non-recurring items in Q4 2016 as shown in the reconciliation of the 
Company's net (Joss) earnings to Adjusted EBITDA in Section I.e. "Use of Non-!FRS Measures, Measures of Operating 
Performance and Reconciliation ofNet (Loss) Eamings to Adjusted EBITDA", selling, administrative, and other expenses 
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decreased by $63.0 million, or 19.8%, in Q4 2016 compared to Q4 2015. The decrease in expenses, excluding non-recurring 
items, was primarily attributable to a release of sales tax provision, lower spending on advertising, payroll and rent, as well 
as lower depreciation expenses. Advertising expense decreased primarily due to a reduction in catalogues and distribution. 
Payroll expense decreased primarily due to a reduced number of employees, as a result of store closures and transformation 
activities in Fiscal 2016 and Fiscal 2015. Rent expense decreased primarily due to store closures during and subsequent to 
Fisca12015. 

Depreciation and amortization expense in Q4 2016 decreased by $3.8 million, compared to Q4 2015, primarily due to the 
impairment of certain assets in Fiscal2015 and the completion of the sale and leaseback transactions during Fisca120 16 (see 
Note 26 "Gain on lease termination and sale and leaseback transactions"ofthe Notes to the Consolidated Financial Statements 
for Fiscal 2016 for additional information). The Company regularly monitors the business for indicators of impairment, and 
assesses the potential impactto the carrying value of our assets on a quarterly basis. See Note 9 "Property, plant and equipment 
and investment properties", Note 10 "Intangible assets" and Note 28 "Assets classified as held for sale" of the Notes to the 
Consolidated Financial Statements for Fiscal2016 for additional information regarding impairment charges. 

Finance expense in Q4 2016 decreased to $0.3 million, compared to $2.1 million in Q4 2015, primarily due to a reversal of 
accrued interest on a sales tax provision of $1.5 million and a decrease of $0.6 million in interest expense on prior year 
income tax reassessments, partially offset by an increase of $0.3 million in interest expense related to letters of credit 
outstanding against the Amended Credit Facility. 

Interest income in Q4 2016 increased to $2.6 million compared to $0.3 million in Q4 2015, primarily due to a one-time 
interest of $0.7 million received on prior year capital tax reassessments and interest income of $1.7 million recognized on 
maturity of an investment. 

Income tax recovery increased to $2.4 million in Q4 2016 compared to $0.5 million in Q4 2015. The increase in Q4 2016 
was primarily due to the recovery of income taxes paid related to fiscal years 2013 and 2014, from the implementation of a 
loss monetization plan in Fiscal2016. 

Net loss in Q4 2016 was $45.8 million compared to net earnings of$30.9 million in Q4 2015. The increase in the net loss 
was primarily due to a one-time gain on the termination of the credit card marketing and servicing agreement with JPMorgan 
Chase in Q4 2015. 

Adjusted EBITDA in Q4 2016 was a loss of$63.7 million, compared to a loss of$51.2 million in Q4 2015, an increase in 
the loss of $12.5 million. Adjusted EBITDA was positively impacted by a $23.0 million release of sales tax provision, a 
reduction of $16.4 million related to the closure of underperforming stores subsequent to Q4 2015 and a decrease of $0.3 
million in severance costs which were not included in transfom1ation expense. The positive impacts were partially offset by 
$15.6 million from expenses incurred for the Initium initiative and challenges experienced with the launch of the new website, 
$9.9 million due to the weakening of the Canadian dollar compared to the U.S dollar, and $1.4 million from the termination 
of the credit card marketing and servicing agreement with JPMorgan Chase. Excluding the·impact of these items, Adjusted 
EBITDA for Q4 2016 declined by $25.3 million compared to Q4 2015. Adjusted EBITDA is a non-IFRS measure. 

2. Consolidated Financial Position, Liquidity and Capital Resources 

Current assets as at January 28, 2017 were $1 ,005.3 million, which was $128.4 million lower than as at January 30, 2016. 
The decrease was primarily due to a $78.1 million decrease in cash, a $66.3 million decrease in inventory primarily due to 
reduced inventory levels from store closures and improved inventory purchase management and a $23.6 million decrease in 
income taxes recoverable primarily due to refunds received related to carry back of losses generated by the Company from 
Fiscal2014 and a settlement with tax authorities for fiscal years 2005 to 2008. The decreases were partially offset by a $34.9 
million increase in assets classified as held for sale due to a reclassification of capital assets to assets held for sale for proposed 
sale transactions which are expected to close within the next 12 months, described in Note 28 "Assets classified as held for 
sale" ofthe Notes to the Consolidated Financial Statements for Fiscal2016. 

Current liabilities as at January 28, 2017 were $544.7 million, which was $46.0 million lower than as at January 30, 2016. 
The decrease was primarily due to a $12.9 million decrease in accounts payable and accrued liabilities related to improved 
inventory purchase management and a reduction in advertising and bonus accruals, and a $22.2 million decrease in deferred 
revenue primarily due to a decrease in points issuances under the loyalty program and lower unshipped sales. 

Inventories were $598.5 million as at January 28, 2017, compared to $664.8 million as at January 30, 2016. The $66.3 million 
decrease in the inventory balance is primarily due to reduced inventory levels related to store closures and improved inventory 
purchase management. 

Total cash was $235.8 million as at January 28, 2017, as compared to $313.9 million as at January 30, 2016. The decrease 
of $78.1 million was primarily due to cash used for operating activities. The impact of these decreases were partially offset 
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by net proceeds received from lease termination and sale and leaseback transactions described in Note 26 "Gain on lease 
tennination and sale and leaseback transactions" of the Notes to the Consolidated Financial Statements for Fiscal 2016. 

Total assets and liabilities as at the end of Fiscal 2016 and Fiscal 2015 are as follows: 

As at As at 
(in CAD millions) January 28, 2017 January 30, 2016 

Total assets $ 1,244.4 $ 1,633.2 

Total liabilities $ 1,022.2 $ 1,079.0 

Total assets as at January 28, 2017 decreased by $388.8 million to $1,244.4 million compared to $1,633.2 million as at 
January 30, 2016, primarily due to decreases in property plant and equipment, intangible assets, and investment properties 
of $214.7 million resulting from impairment and the sale and leaseback transactions, decreases in income taxes recoverable 
of $23.6 million, cash of $78.1 million and inventories of $66.3 million, pmiially offset by an increase in assets classified 
as held for sale of $34.9 million. 

Total liabilities as at January 28, 2017 decreased by $56.8 million to $1,022.2 million compared to $1,079.0 million as at 
January 30, 2016, primarily due to decreases in accounts payable and accrued liabilities of$12.9 million, provisions of$14.2 
million, deferred revenue of $27.0 million, and retirement benefit liability of $18.3 million resulting from contributions to 
the retirement benefit plans by the Company exceeding the retirement benefits plans expense for Fiscal 2016, described in 
Note 19 "Retirement benefits plans" of the Consolidated Financial Statements for Fiscal20 16. The decrease in total liabilities 
was partially offset by an increase in other long-term liabilities of $15.9 million, primarily due to the deferred gain on the 
sale and leaseback transactions described in Note 26 "Gain on lease termination and sale and leaseback transactions" of the 
Notes to the Consolidated Financial Statements for Fiscal2016. 

Cash flow used for operating activities- Cash flow used for operating activities increased by $139.9 million in Fiscal2016 
to $341.4 million, as compared to cash flow used for operating activities of$201.5 million in Fisca12015. The Company's 
primary source of operating cash flow is the sale of goods and services to customers and the primary use of cash in operating 
activities is the purchase of merchandise inventories. The increase in cash used for operating activities was primarily 
attributable to a higher net loss, after adjusting for the gain on termination of the credit card marketing and servicing agreement 
with JPMorgan Chase for both periods, and lower tax refunds received in Fiscal 2016. 

Cash flow generated from investing activities- Cash flow generated from investing activities was $270.7 million in Fiscal 
2016, as compared to cash flow generated from investing activities of$258.9 million in Fiscal2015. The increase of$11.8 
million in cash generated from investing activities was primarily due to an increase of$165.0 million in net proceeds from 
lease termination and sale and leaseback transactions and an increase of $18.0 million from lower purchases of property, 
plant and equipment and intangible assets, partially offset by a decrease of$174.0 million in proceeds on termination of the 
credit card marketing and servicing agreement with JPMorgan Chase. 

Cash flow used for financing activities- Cash flow used for financing activities of$5.6 million in Fiscal20 16 was comparable 
to Fiscal 2015. 

Contractual Obligations 

Contractual obligations, including payments due over the next five fiscal years and thereafter, are shown in the following 
table: 
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Contractual Cash Flow Maturities 

Carrying Within I year to 3 years to Beyond 
(in CAD millions) Amount Total I year 3 years 5 years 5 years 

Accounts payable and accrued 
$ 319.8 $ 319.8 $ 319.8 $ $ $ liabilities 

Finance lease obligations including 
payments due within one year1 20.3 24.6 5.0 9.9 6.9 

Operating lease obligations2 380.2 82.9 135.5 85.8 

Royalties2 11.6 3.1 5.9 2.6 

Purchase agreements2
•
3 22.4 15.2 6.7 0.5 

Retirement benefit plans obligations4 308.6 207.4 47.9 88.4 71.1 

$ 648.7 $ 966.0 $ 473.9 $ 246.4 $ 166.9 $ 

Cash .flow maturities related to .finance lease ohligations, including payments due lfithin one .vear, include annual i111erest on .finance lease oh/i~ations at a 
weighted average rate of 7. 7%. 

Operating lease ohligations. royalties and certain purchase agrc!ement.\· are not reported in the Consolidated ~\'tatements of Financial Position. 

( 'ertain rendo1:,· require minimum purchase commitmenl/el'els over the term of the contract. A portion qf these ohligutions are im:luded in "'Other long-term 
/iahilitie.\·'' in the ( 'onsolidatf!d Statemems of Financial Position. 

2.8 

76.0 

78.8 

Payments are hosed on a .funding 1·aluation as at Decemher 31, 2015which was completed on Septemher 27, 2016. Any ohliRation heyond 2021 would he hased 
on afimding 1•aluation to he completed as at /Jecemher 3/, 2018 or earlier at the ('ompany:~· discretion. 

Retirement Benefit Plans 

The Company currently maintains a hybrid registered pension plan with a defined benefit component and a defined 
contribution component which covers eligible, regular full-time employees as well as some of its part-time employees. The 
defined benefit component provides pensions based on length of service and final average earnings. ln addition to a registered 
retirement savings plan, the pension plan includes a non-registered supplemental savings arrangement in respect to the defined 
benefit component. The non-registered portion of the plan is maintained to enable ceiiain employees to continue saving for 
retirement in addition to the registered limit as prescribed by the Canada Revenue Agency. The Company also maintains a 
defined benefit non-pension retirement plan which provides life insurance, medical and dental benefits to eligible retired 
employees through a health and welfare trust ("Other Benefits Plan"). Also provided for under the health and welfare trust 
are short-term disability payments for active employees. 

In Fiscal 2016, the Company's retirement benefit plan obligations decreased by $18.3 million to $308.6 million compared 
to Fisca12015 primarily due to the contributions to the retirement benefit plans by the Company exceeding the retirement 
benefit plans expense for Fiscal 2016. 

In December 2013, the Company amended the early retirement provision of its defined benefit plan to eliminate a benefit 
for employees who voluntarily resign prior to age of retirement, with effect January I, 2015. In addition, the Company 
amended the defined benefit plan for improvements that increase portability of employee benefits, with effect March 1, 2014. 
In December 2013, the Company froze the benefits offered under the Other Benefits Plan to benefits levels as at January 1, 
2015. Refer to Note 19 "Retirement benefit plans" of the Notes to the Consolidated Financial Statements for Fiscal2016 for 
more details. · 

During Fiscal 2015, the Company made a voluntary offer to settle medical and dental benefits of eligible members covered 
under the Other Benefits plan. The Company paid $4.0 million to settle acceptances from the Other Benefits plan offer and 
recorded a pre-tax gain on settlement of retirement benefits of $5.1 million ($5 .4 million settlement gain Jess fees of $0.3 
million) during Fiscal 2015 related to these offers. This payment is included in "Retirement benefit plans contributions" in 
the Consolidated Statements of Cash Flows. To determine the settlement gain, the Other Benefits plan was remeasured as at 
the date of settlement, which also resulted in a $2.0 million increase to "Other comprehensive income (loss)" ("OCI"). 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
January 31. The most recent actuarial valuation of the pension plan for funding purposes is dated December 31,2015, which 
was completed on September 27,2016. An actuarial valuation of the health and welfare trust is performed at least every three 
years, with the last valuation completed as of January 31, 2014. 

During Fiscal 2016, the Company changed the target asset allocation to 50-70% fixed income and 30-50% equity for the 
defined benefit registered pension plan. For the assets in the health and welfare trust, included in Other Benefits Plan, the 
asset allocation is 100% fixed income. As at the end ofFiscal20 16 and 2015, the assets were in line with the target allocation 
range. The asset allocation may be changed from time to time in terms of weighting between fixed income, equity and other 
asset classes as well as within the asset classes themselves. 
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The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the 
Company's funding policies and expected returns on various asset classes. To develop the expected long-term rate of return 
on assets assumption, the Company considered the historical returns and the future expectations for returns for each asset 
class, as well as the target asset allocation of the pension portfolio. 

Capital Resources 

The Company's capital expenditures, working capital needs, debt repayment and other financing needs are funded primarily 
through cash generated from operations, existing cash on hand, asset sales and its credit facilities as described below. In 
selecting appropriate funding choices, the Company's objective is to manage its capital structure in such a way as to diversify 
its funding sources, while minimizing its funding costs and risks. The Company's cost of funding is affected by general 
economic conditions, including the overall interest rate environment, as well as the Company's financial performance, credit 
ratings and fluctuations of its credit spread over applicable reference rates. 

The Company's debt consists of finance lease obligations and two credit facilities.ln September 2010, the Company entered 
into an $800.0 million senior secured long-term revolving credit facility with a syndicate of lenders with a maturity date of 
September 10, 2015. On May 28, 2014, the Company announced that it had extended the term of that facility to May 28, 
2019 and reduced the total credit limit to $300.0 million (the "Amended Credit Facility"). The Amended Credit Facility is 
secured by a first lien on inventory, credit card receivables and certain ancillary assets. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base formula, up to a maximum 
availability of $300.0 million. Availability under the Amended Credit Facility was $192.3 million as at January 28, 2017 
(January 30, 2016: $120.1 million). In 2013, as a result of judicial developments relating to the priorities of defined benefit 
pension liabilities relative to certain secured obligations, the Company provided additional security to the lenders by pledging 
certain real estate assets as collateral, thereby partially reducing the potential reserve amount the lenders could apply. As at 
January 28, 2017, four properties in Canada had been pledged to the lenders under the Amended Credit Facility. The reserve 
amount may increase or decrease in the future based on changes in estimated net pension deficits in the event of a wind-up, 
and based on the value of real estate assets pledged as additional collateral. The Amended Credit Facility contains covenants 
which are customary for facilities of this nature and the Company was in compliance with all covenants as at January 28, 
2017. 

As at January 28, 2017, the Company had no funded borrowings under the Amended Credit Facility and had unamortized 
transaction costs associated with the Amended Credit Facility of $2.4 million included in "Other long-term assets" in the 
Consolidated Statements of Financial Position (January 30,2016: no funded borrowings and unamortized transaction costs 
of$3.2 million included in "Other long-term assets"). The Company had $107.7 million (January 30,2016: $63.3 million) 
of letters of credit outstanding under the Amended Credit Facility. These letters of credit cover various payment obligations. 
Interest on drawings under the Amended Credit Facility and letter of credit fees are determined based on bankers' acceptance 
rates for one to three month terms or the prime rate plus a spread. Interest amounts on the Amended Credit Facility are due 
monthly. 

As at January 28, 2017, the Company had no outstanding merchandise letters of credit (January 30, 2016: U.S. $4.8 million) 
used to support the Company's offshore merchandise purchasing program with restricted cash pledged as collateral. 

On March 20, 2017, the Company entered into a separate Credit Agreement (the "Term Credit Agreement") with a different 
syndicate of! enders for a five-year secured term loan of up to $300.0 million (the "Term Loan"). The Term Loan is available 
in two tranches: a first tranche of $125.0 million, which was drawn in full on March 20, 2017, and a second tranche of up 
to a further $175.0 million (to be secured by qualifying owned and leased real estate), which is available to be drawn at the 
Company's option, subject to the satisfaction of various conditions, including receipt by the lenders of satisfactory appraisals 
and environmental reports. The first tranche is secured on a subordinated basis behind the Amended Credit Facility on 
inventory, credit card receivables and other assets securing that facility, and the second tranche will be secured by a first 
charge on owned and leased real estate that is to be mutually agreed and which satisfies eligibility criteria. The Term Loan 
is also secured by a further lien on the Company's furniture, fixtures and equipment. The Term Loan is available for general 
corporate purposes. The Term Credit Agreement includes a requirement for mandatory repayments to the extent the Joan 
outstanding exceeds the lesser of the amount determined by reference to the borrowing base minus reserves and $300.0 
million or if the Company's liquidity falls below an agreed upon level. The Tenn Credit Agreement also includes certain 
prepayment penalties. The Term Credit Agreement contains other covenants which are customary for a loan of this nature. 

Interest on drawings under the Tetm Credit Agreement and letter of credit fee are determined based on the LIBOR rate or 
the prime rate plus a spread. Interest amounts on the Term Credit Agreement are due monthly. 

The respective rights of the lenders under the Term Credit Agreement and the lenders under the Amended Credit Facility as 
to the security and the priority of their security are governed by an intercreditor agreement between each group of lenders. 

24 

603 



The Company has had recurring operating losses and negative cash flows from operating activities in the last five fiscal 
years, with net losses beginning in 2014. In response, the Company has taken a number of actions to enhance its financial 
flexibility, to fund its ongoing business operations and to meet its financial obligations, including the monetization of real 
estate assets and joint venture interests and the recent draw down under the Term Credit Agreement. The Company expects 
to pursue other near-term actions to bolster liquidity and fund ongoing business operations. If the Company continues to 
incur losses, additional measures may be required to maintain the liquidity necessary to operate its business. The success of 
the Company's strategic plan for 2017 is subject to risks and uncertainties with respect to market conditions and other factors 
that may cause the Company's actual results, cash flow and performance to differ materially from its plans. The Company 
cannot be sure that cash flows and other internal and external sources ofliquidity (including, if available, the second tranche 
of up to $175.0 million under the Tenn Credit Agreement) will at all times be sufficient for its ongoing cash requirements 
in 2017 or thereafter. If necessary, the Company may need to consider additional actions and steps to improve its cash position 
and address any potential liquidity shortfall, including further asset monetization transactions and seeking additional external 
sources of financing. The specific actions taken or assets involved, the timing, and the overall amounts involved will depend 
on a variety of factors, including market conditions, interest in specific assets, the market valuations of those assets and the 
Company's underlying operating performance. 

3. Financial Instruments 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk consists 
of foreign exchange, interest rate risk, fuel price and natural gas price risk. See Note 13 "Financial instruments" of the Notes 
to the Consolidated Financial Statements for Fiscal2016 for additional information. 

Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's 
counterparties to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash, accounts 
receivable and other long-term assets. 

Cash, accounts receivable, derivative instruments and investments included in other long-term assets totaling $303.0 million 
as at January 28, 2017 (January 30, 2016: $381.2 million) expose the Company to credit risk should the borrower default on 
maturity of the instruments. The Company manages this exposure through policies that require borrowers to have a minimum 
credit rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from third parties as a result of ongoing credit evaluations and review of 
accounts receivable collectability. An allowance account included in "Accounts receivable, net" in the Consolidated 
Statements ofFinancial Position, totaled $6.1 million as at January 28,2017 (January 30,2016: $6.0 million). As at January 28, 
2017, no individual party represented I 0.0% or more of the Company's net accounts receivable (January 30, 2016: no 
individual party represented 10.0% ofthe Company's net accounts receivable). 

Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they come due. See 
"Capital Resources": 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 

Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar 
denominated assets and liabilities and purchases of goods or services. As at January 28, 2017, there were forward contracts 
outstanding with a notional value of U.S. $82.0 million (January 30,2016: U.S. $168.0 million) and a fair value of$0.6 
million included in "Derivative financial liabilities" (January 30, 2016: $6.6 million included in "Derivative financial assets") 
in the Consolidated Statements of Financial Position. These derivative contracts have settlement dates extending to June 
2017. The intrinsic value portion of these derivatives has been designated as a cash flow hedge for hedge accounting treatment 
under International Accounting Standards ("lAS") 39, Financial Instruments: Recognition and Measurement ("lAS 39"). 
These contracts are intended to reduce the foreign exchange risk with respect to anticipated purchases of U.S. dollar 
denominated goods purchased for resale ("hedged item"). As at January 28, 2017, the designated portion of these hedges 
was considered effective. 
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While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements of 
Financial Position, the fair value of the contracts is included in "Derivative financial assets" or "Derivative financial 
liabilities", depending on the fair value, and classified as current or long-term, depending on the maturities of the outstanding 
contracts. Changes in the fair value of the designated portion of contracts are included in OCI for cash flow hedges, to the 
extent the designated portion of the hedges continues to be effective, with any ineffective portion included in "Cost of goods 
and services sold" in the Consolidated Statements ofNet Loss and Comprehensive Loss. Amounts previously included in 
OCI are reclassified to "Cost of goods and services sold" in the same period in which the hedged item impacted net loss. 

During Fiscal 2016, the Company recorded a gain of$1.1 million (2015: loss of$3.2 million), in "Selling, administrative 
and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss, relating to the translation or 
settlement of U.S. dollar denominated monetary items consisting of cash, accounts receivable and accounts payable. 

The year end exchange rate was 0.7612 U.S. dollars to one Canadian dollar. A 10% appreciation or depreciation of the U.S. 
dollar and/or the Canadian dollar exchange rate was determined to have an after-tax impact on net loss of less than $0. I 
million for U.S. dollar denominated balances included in cash and accounts payable. 

Interest rate risk 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Net assets included in cash and other long-term assets, and borrowings under the Amended Credit Facility, when applicable, 
are subject to interest rate risk. The total subject to interest rate risk as at January 28,2017 was a net asset of$235.8 million 
(January 30, 2016: net asset of $315.2 million). An increase or decrease in interest rates of 25 basis points would cause an 
after-tax impact on net loss of $0.4 million for net assets subject to interest rate risk included in cash and other long-term 
assets at the end of Fiscal 2016. 

Fuel and natural gas price risk 

The Company entered into fuel and natural gas derivative contracts to manage the exposure to diesel fuel and natural gas 
prices and help mitigate volatility in cash flow for the transportation service business and utilities expense, respectively. As 
at January 28,20 I 7, thefixedtofloatingrateswap contracts outstanding had a fairvalueof$0.1 million included in "Derivative 
financial assets" (January 30, 2016: less than $0.1 million included in "Derivative financial assets" in the Consolidated 
Statements of Financial Position). These derivative contracts have settlement dates extending to January 3 I, 2017 with 
monthly settlement of maturing contracts. 

4. Funding Costs 

The funding costs for the Company in Fiscal 2016 and Fiscal 2015 are outlined in the table below: 

Fourth Quarter Fiscal 

(in CAD millions) 2016 2015 2016 2015 

Interest costs 

Total long-term obligations at end ofperiod1 $ 20.3 $ 24.2 $ 20.3 $ 24.2 

Average long-term obligations for period2 20.8 24.6 22.2 26.1 

Long-term funding costs3 0.4 0.4 1.7 1.9 

Average rate of long-term funding 7.7% 6.5% 7.7% 7.3% 

IJ1clztdes current portion <?flong-h!rlll obligations. 

71Ir! a1·eragt! lcmg-tf!rm ohligativns is calculatf!d as an Ol't!rage c?{the opening ami ending balances as at each rt!porling date throughout thf! pt!riod. 

E\·cludt!s stanclby.fi!e 0111he umt.\Vd portion qftlu! .rlnlc!Jlded ( 'reclit Fad!izr. amorti=ation l?{dt~ht issuance costs. accretion on the long-tf!rm portion c?fprol·ision\·, 
illlt!rc!st (recon!red) accrued related to unc.vrtain tax positions am/ sales fax assessnumls. 

See Section 2 "Consolidated Financial Position, Liquidity and Capital Resources" of this MD&A for a description of the 
Company's funding sources. 

5. Related Pa1iy Transactions 

As at April 26, 2017, ESL Investments, Inc., and investment affiliates including EdwardS. Lampert, (collectively "ESL"), 
was the beneficial holder of 46,162,515 common shares, representing approximately 45.3%, of the Company's total 
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outstanding common shares. Sears Holdings was the beneficial holder of II ,962,39I common shares, representing 
approximately II.7% of the Company's total outstanding common shares. 

Transactions in the ordinary course of business between the Company and Sears Holdings are recorded either at fair market 
value or the exchange amount, which was established and agreed to by the related parties. See Note 29 "Related party 
transactions" ofthe Notes to the Consolidated Financial Statements for Fiscal 20I6 for additional information regarding 
these related party transactions. 

Intangible Properties 

The Company has a license from Sears, Roebuck and Co. (a wholly-owned subsidiary of Sears Holdings) to use the name 
"Sears" as part of its corporate name and other brand names including Kenmore® and DieHard®. The Company has 
established procedures to register and otherwise vigorously protect its intellectual property, including the protection of the 
Sears Holdings' trademarks used by the Company in Canada. 

Concurrently with the sale by Sears Holdings of its Craftsman business, including the Craftsman® brand, to Stanley, Black 
& Decker, Inc., the Company's license agreement with Sears Holdings was amended to remove the Craftsman® brand and 
the Company entered into a trademark license agreement dated March 8, 20I7 directly with Stanley, Black & Decker, Inc. 
for a non-exclusive license (the first I5 years of which are royalty free) to use the Craftsman® brand in Canada. 

Software Agreement 

The Company and Sears Holdings are parties to an information technology agreement for the sharing of information 
technology and software development, ownership and costs, which agreement, as amended October 7, 20I4, terminated 
when Sears Holdings ceased to control 50% of the voting power of Sears Canada, subject to a three year transition period. 

Import Services and Consulting Services 

Pursuant to an agreement between Sears Holdings and the Company dated January I, I995, Sears Canada utilizes the 
international merchandise purchasing services of Sears Holdings. Sears Holdings may provide assistance to the Company 
with respect to monitoring and facilitating the production, inspection and delivery of imported merchandise and the payment 
to vendors. Sears Canada pays Sears Holdings a fee based on a stipulated percentage of the value of the imported merchandise. 
In Fiscal20 I6, Sears Canada paid $2.8 million to Sears Holdings in connection with this agreement compared to $3.8 million 
in Fiscal20I5. 

The Company and ESL are parties to an agreement where ESL will provide, when requested by the Company, investment, 
business and real estate consulting services to the Company. There will be no fees, expenses or disbursements payable by 
the Company to ESL for these services. No such services were requested during 20I6. 

Review and Approval 

Material related party transactions are reviewed by the Audit Committee of the Company's Board of Directors (the "Audit 
Committee"). The Audit Committee is responsible for pre-approving all related party transactions that have a value greater 
than $1.0 million. 

6. Shareholders' Equity 

As at January 28, 20I7, the total number of common shares issued and outstanding of the Company was I 01,877,662 
(January 30, 20 I6: I 0 I ,877,662), the total number of restricted share units ("RSUs") outstanding was 500,000 (January 30, 
20I6: nil) and the total number of options granted to acquire common shares outstanding was 67,000 (January 30, 20I6: nil). 

As at April 26, 20I7, there were I OI ,877,662 common shares, 500,000 RSUs and 67,000 options outstanding. 

7. Accounting Policies and Estimates 

a. Critical Accounting Estimates 

In the application of the Company's accounting policies, management is required to make judgments, estimates and 
assumptions with regards to the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and underlying assumptions are based on historical experience and other factors that are considered to be 
relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision 
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affects only that period, or in the period of the revision and future periods, if the revision affects both current and future 
periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting 
policies, key assumptions concerning the future and other key sources of estimation uncertainty that have the potential to 
materially impact the carrying amounts of assets and liabilities. 

7.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits of 
each claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by 
internal and external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated Statements of Net Loss 
and Comprehensive Loss. See Note 15 "Provisions" of the Notes to the Consolidated Financial Statements for Fiscal 2016 
for additional information. 

7.2 Jnventmy 

7. 2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated 
based on historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lowerofcostand net realizable value. This adjustment is estimated 
based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory 
count data. 

7.2.2 Vendor rebates 

Inventory is adjusted to reflect vendorrebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

7.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated at each reporting period and is included in the 
cost of inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and a 
charge or credit to "Cost of goods and services sold" in the Consolidated Statements of Net Loss and Comprehensive Loss. 
See Note 7 "Inventories" of the Notes to the Consolidated Financial Statements for Fisca12016 for additional infonnation. 

7.3 Impairment of property, plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to cash generating units ("CGU"). 
At the end of each reporting period, the carrying amounts of property, plant and equipment and intangible assets are assessed 
to determine if there is any evidence that an asset is impaired. Determining if there are any facts and circumstances indicating 
impairment loss is a subjective process involving judgment and a number of estimates and assumptions. If there are such 
facts and circumstances, the recoverable amount of the asset is estimated. 

Assets that cannot be tested individually for impairment are grouped into the smallest group of assets that generates cash 
inflows through continued use that are largely independent of the cash inflows from other assets or groups of assets (CGU). 

The recoverable amount of an asset or a CGU is the higher of its value in use and fair value. less costs to sell. To determine 
value in use, expected future cash flows are discounted using a pre-tax rate that reflects current market assessments of the 
time value of money and the risks specific to the asset or CGU. In the process of measuring expected future cash flows, the 
Company makes assumptions about future operating profit. These assumptions relate to future events and circumstances. 
Although the assumptions are based on market information available at the time of the assessment, actual results may vary. 

The Company's corporate and intangible assets do not generate separate cash flows. Ifthere is evidence that a corporate or 
intangible asset is impaired, the recoverable amount is determined for the CGU to which the corporate asset belongs. 
Impairments are recorded when the carrying amount of the CGU to which the corporate asset belongs is higher than its 
recoverable amount. 
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Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements of Net Loss and Comprehensive Loss. See Note 9 "Property, plant and equipment and investment properties", 
Note I 0 "Intangible assets", and Note 28 "Assets classified as held for sale" of the Notes to the Consolidated Financial 
Statements for Fiscal 20 I 6 for additional information. 

7. 4 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation rate, 
salary growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" and OCI in the Consolidated Statements of 
Net Loss and Comprehensive Loss. See Note I 9 "Retirement benefit plans" of the Notes to the Consolidated Financial 
Statements for Fiscal 20 I 6 for additional information. 

7.5 Loyalty program deferred revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized 
upon redemption of the points for merchandise. The redemption value of the points is estimated at the initial sale transaction, 
based on historical behaviour and trends in redemption rates and redemption values, as well as an adjustment for the percentage 
of points that are expected to be converted to reward cards, but for which the likelihood of redemption is remote ("reward 
card breakage"). 

Changes in estimates may result in changes to "Deferred revenue" (current) on the Consolidated Statements of Financial 
Position and an increase or decrease to "Revenue" in the Consolidated Statements of Net Loss and Comprehensive Loss. 
See Note 12 "Deferred revenue" of the Notes to the Consolidated Financial Statements for Fiscal 2016 for additional 
information. 

7. 6 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar forward contracts are traded over-the-counter and give holders the 
right to buy a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. dollar 
forward contracts is estimated by discounting the difference between the contractual forward price and the current forward 
price for the residual maturity of the contract using a risk-free interest rate. The fair value offuel swaps is based on counterparty 
confirmations tested for reasonableness by discounting estimated future cash flows derived from the terms and maturity of 
each contract using market fuel prices at the measurement date. The Company is required to estimate various inputs which 
are used in these calculations that are a combination of quoted prices and observable market inputs. The fair values of 
derivatives include an adjustment for credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the 
Consolidated Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, 
administrative and other expenses" or OCI in the Consolidated Statements ofNet Loss and Comprehensive Loss. See Note 
13 "Financial instruments" of the Notes to the Consolidated Financial Statements for Fiscal2016 for additional information. 

7. 7 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial 
Position and a charge or creditto "Revenue", "Cost of goods and services sold" or"Selling, administrative and other expenses" 
in the Consolidated Statements of Net Loss and Comprehensive Loss. See Note 15 "Provisions" of the Notes to the 
Consolidated Financial Statements for Fiscal 2016 for additional infonnation. 

7.8 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is determined at the inception 
of the lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were evaluated 
based on certain significant assumptions including the discount rate, economic life of an asset, lease term and existence of 
a bargain renewal option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Current portion oflong-term 
obligations" and "Long-term obligations" on the Consolidated Statements of Financial Position and a charge or credit to 
"Selling, administrative and other expenses" and "Finance costs" in the Consolidated Statements of Net Loss and 
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Comprehensive Loss. See Note 18 "Leasing arrangements" of the Notes to the Consolidated Financial Statements for Fiscal 
2016 for additional information. 

7.9 Taxes 

In the ordinary course ofbusiness, the Company is subject to ongoing audits by tax authorities. While the Company believes 
that its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax authorities. 
The Company applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to 
any tax audits. Ifthe result of a tax audit materially differs from the existing provisions, the Company's effective tax rate 
and its net loss will be affected positively or negatively. The Company also uses judgment in assessing the likelihood that 
deferred income tax assets wil I be recovered from future taxable income by considering factors such as the reversal of deferred 
income tax liabilities, projected future taxable income, tax planning strategies and changes in tax laws. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Other long
term assets", "Income and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of Financial 
Position and a charge or credit to "Income tax (expense) recovery" in the Consolidated Statements of Net Loss and 
Comprehensive Loss. See Note 21 "Income taxes" of the Notes to the Consolidated Financial Statements for Fiscal 2016 for 
additional information. 

7.10 Gift Card 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by customers. 
The Company also recognizes income when the likelihood of redeeming the gift card is remote ("gift card breakage"). Gift 
card breakage is estimated based on historical redemption patterns. Changes in estimates of the redemption patterns may 
result in changes to "Deferred revenue" (current) on the Consolidated Statements of Financial Position and an increase or 
decrease to "Revenue" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

b. Issued Standards Not Yet Adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the International 
Accounting Standards Board ("IASB") that the Company may be required to adopt in the future. 

In January 2016, the IASB issued the following new standard: 

1FRS 16, Leases ("1FRS 16'') 

I FRS 16 replaces lAS 17, Leases ("lAS 17"). This standard will bring most leases on-balance sheet for lessees under 
a single model, eliminating the distinction between operating and financing leases. Lessor accounting remains 
largely unchanged and the distinction between operating and finance leases is retained. Adoption of !FRS 16 is 
mandatory and will be effective for annual periods beginning on or after January I, 2019 with earlier adoption 
permitted. During Fiscal 2016, the Company has formed an implementation team who is currently in the process 
of assessing the impact of adopting this standard on the Company's consolidated financial statements and related 
note disclosures. 

In July 2014, the IASB issued the final publication of the following .standard: 

1FRS 9, Financia/1nstruments ("1FRS 9'') 

IFRS 9 replaces lAS 39. This standard establishes principles for the financial reporting of financial assets and 
financial liabilities that will present relevant and useful information to users of financial statements for their 
assessment of the amounts, timing and uncertainty of an entity's future cash flows. This standard also includes a 
new general hedge accounting standard which will align hedge accounting more closely with risk management. It 
does not fully change the types ofhedging relationships or the requirementto measure and recognize ineffectiveness, 
however, it will permit more hedging strategies that are used for risk management to qualifY for hedge accounting 
and introduce more judgment to assess the effectiveness of a hedging relationship. Adoption ofiFRS 9 is mandatory 
and will be effective for annual periods beginning on or after January I, 2018 with earlier adoption permitted. During 
Fiscal 2016, the Company has formed an implementation team who is currently in the process of assessing the 
impact of adopting this standard on the Company's consolidated financial statements and related note disclosures. 

In May 2014, the IASB issued the following new standard: 

1FRS 15, Revenue ji-om Contracts with Customers ("1FRS 15 '') 

IFRS 15 replaces lAS II, Construction Contracts, and lAS 18, Revenue, as well as various interpretations regarding 
revenue. This standard introduces a single model for recognizing revenue that applies to all contracts with customers, 
except for contracts that are within the scope of standards on leases, insurance and financial instruments. This 
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standard also requires enhanced disclosures. Adoption of IFRS 15 is mandatory and will be effective for annual 
periods beginning on or after January 1, 2018, with earlier adoption pennitted. During Fiscal 2016, the Company 
has formed an implementation team who is currently in the process of assessing the impact of adopting this standard 
on the Company's consolidated financial statements and related note disclosures. 

8. Disclosure Controls and Procedures 

Disclosure Controls and Procedures 

Management of the Company is responsible for establishing and maintaining a system of disclosure controls and procedures 
("DC&P") that are designed to provide reasonable assurance that information required to be disclosed by the Company in 
its public disclosure documents, including its Annual and Interim MD&A, Annual and Interim Financial Statements, and 
AIF is recorded, processed, summarized and reported within required time periods and includes controls and procedures 
designed to ensure that the information required to be disclosed by the Company in its public disclosure documents is 
accumulated and communicated to the Company's management, including the Executive Chairman and Chief Financial 
Officer ("CFO"), to allow timely decisions regarding required DC&P. 

Management of the Company, including the Executive Chairman and CFO, has caused to be evaluated under their supervision, 
the Company's DC&P, and has concluded that the Company's DC&Pwas effective as at the fiscal year end, being January 28, 
2017. 

Internal Control over Financial Reporting 

Management of the Company is also responsible for establishing and maintaining adequate internal control over financial 
reporting to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with IFRS. 

Management of the Company, including the Executive Chairman and CFO, has caused to be evaluated the internal control 
over financial reporting in accordance with COSO 2013 framework and has concluded, based on that evaluation, that the 
Company's internal control over financial reporting was effective as at the fiscal year-end, being January 28, 2017. 
Additionally, Management of the Company evaluated whether there were changes in the internal control over financial 
reporting during Fiscal20 16 that have materially affected, or are reasonably likely to materially affect, the Company's internal 
control over financial reporting and has determined that no such changes occurred during this period. 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems that 
have been determined to have been designed effectively can only provide reasonable assurance with respect to financial 
reporting and financial statement preparation. 

9. Risks and Uncertainties 

Risks Relating to Our Business 

If the Company is unable to compete effectively in the highly competitive retail industry, the Company s business and 
results of operations could be materially adversely affected. 

The Canadian retail market remains highly competitive as key players and new entrants compete for market share. 
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 the Company's competitors could have a material 
adverse effect on the Company's business, results of operations, and financial condition. 

In order to stay competitive and relevant to our customers, the Company's strategic plan for 2017 is centred on four strategic 
initiative workstreams: Sears 2.0, Initium, Real Estate, and SG&A. The achievement of strategic goals may be adversely 
affected by a wide range offactors, many of which are beyond the Company's control. The inability to execute and integrate 
strategic plans could have a negative impact on the Company's current operations, market reputation, customer satisfaction 
and financial position. The Company's ability to implement and achieve its long-tenn strategic objectives is dependent on 
the achievement of these strategic plans and initiatives, as well as the availability of sufficient liquidity to fund these planned 
initiatives. There can be no assurance that such plans and initiatives will yield the expected results, either of which could 
cause the Company to fall short in achieving financial objectives and long-range goals. 

Additional risk may arise when retailers carrying on business in Canada in competition with the Company engage in marketing 
activities which are not in full compliance with Canadian legal requirements regarding advertising and labeling rules and 
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product quality standards. Such retailers may gain an unfair advantage and their activities may negatively affect the Company's 
business and results of operations. 

Tire Company faces risks related to its liquidity and financial position. 

The Company has had recurring operating losses and negative cash flows from operating activities in the last five fiscal 
years, with net losses beginning in 2014. In response, the Company has taken a number of actions to enhance its financial 
flexibility, to fund its ongoing business operations and to meet its financial obligations, including the monetization of real 
estate assets and joint venture interests and the recent draw down under the Term Credit Agreement. The Company expects 
to pursue other near-term actions to bolster liquidity and fund ongoing business operations. If the Company continues to 
incur losses, additional measures may be required to maintain the liquidity necessary to operate its business. 

The success of the Company's strategic plan for 2017 is subject to risks and uncertainties with respect to market conditions 
and other factors that may cause the Company's actual results, cash flow and performance to differ materially from its plans. 
The Company cannot be sure that cash flows and other internal and external sources of liquidity (including, if available, the 
second tranche of up to $175.0 million under the Term Credit Agreement) will at all times be sufficient for its ongoing ca5h 
requirements in 2017 or thereafter. If necessary, the Company may need to consider additional actions and steps to improve 
its cash position and address any potential liquidity shortfall, including further asset monetization transactions and seeking 
additional external sources of financing. The specific actions taken or assets involved, the timing, and the overall amounts 
involved will depend on a variety of factors, including market conditions, interest in specific assets, the market valuations 
of those assets and the Company's underlying operating performance. 

There can be no assurance that the Company's business will generate sufficient cash flow or that future borrowings or other 
sources of capital will be available to the Company in an amount sufficient to enable it to meet its financial obligations and 
fund its other liquidity needs. If future cash flow from operations and other capital resources are insufficient to pay obligations 
as they become due or to fund liquidity needs, the Company may need to take additional actions, including reducing or 
delaying business activities and capital expenditures, selling assets, and obtaining additional equity or debt capital. There 
can be no assurance that any such actions would be successful, including that any such external sources of capital would be 
available. 

Material factors that could result in the Company being unable to fund working capital needs and other obligations, including 
the implementation of its strategic plan, include: failure to meet revenue projections, competition from online retailers, 
changes in consumer behaviour, unavailability of the second tranche under the Term Credit Agreement, suppliers refusing 
to extend credit or imposing unfavourable payment terms, anticipated savings not being achieved, deterioration of retail, 
market or economic conditions, delays or disruptions to strategic plan initiatives, and risks relating to successful 
implementation of the Company's ecommerce business. 

Due to tire seasonality of tire Company's business, tire Company~ results of operations would be adversely affected if tire 
Company's business performed poorly in tire fourth quarter or as a result of unseasonable weather patterns. 

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 on consumer spending behaviour. Historically, the Company's 
revenues and earnings have been higher in the fourth quarter due to the holiday season and it has reported a disprop<?rtionate 
level of earnings in that quarter. In addition, the Company increases its cash used for operations in order to build inventory 
in the period leading up to the months ofNovember and December in anticipation ofhigher sales volume in the fourth quarter. 
As a result, the fourth quarter results of operations significantly impact the Company's annual results of operations. The 
Company's fourth quarter results of operations may fluctuate significantly based on many factors, including holiday spending 
patterns and weather conditions. In addition, the Company offers many seasonal goods and services. The Company establishes 
budgeted inventory levels and promotional activity in accordance with its strategic initiatives and expected consumer demand. 
Businesses that generate revenue from the sale of seasonal merchandise and services are subject to the risk of changes in 
consumer spending behaviour as a result of unseasonable weather patterns. 

If tire Company fails to offer merchandise and services that tire Company~ customers want, the Company~ sales may 
be limited, which would reduce tlte Company's revenues and profits and adversely impact its results of operations. 

To be successful, the Company must identifY, obtain supplies, and offer to customers attractive, relevant and high-quality 
merchandise and services on a continuous basis. Customer preferences may change over time. If the Company misjudges 
either the demand for products and services the Company sells or the Company's customers' purchasing habits and tastes, 
the Company may be faced with excess inventories of some products and missed oppmtunities for products and services the 
Company chose not to offer. This could have a negative effect on the Company's business, results of operations and financial 
condition. 
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The Company~ results depend on its ability to achieve cost savings. 

If the Company is unable to bring its SG&A expenses structure in line with its revenue, this could have an adverse effect on 
the Company's business and results of operations. 

The Company's failure to retain its senior management team and to continue to attract qualified new personnel could 
adversely affect the Company~ business and results of operations. 

The Company's success is dependent on its ability to attract, motivate and retain senior leaders and other key personnel. The 
loss of one or more of the members of the Company's senior management may disrupt the Company's business and adversely 
affect its results of operations. Furthermore, the Company may not be successful in attracting, assimilating and retaining new 
personnel to grow its business profitably. The inability to attract and retain key personnel could have an adverse effect on 
the Company's business. 

If tile Company does not successfully manage its inventory levels, the Company's results of operations will be adverse(v 
affected. 

The Company must maintain sufficient in-stock inventory levels to operate the business successfully while minimizing out
of-stock levels. A significant portion of inventory is sourced from vendors requiring advance notice periods in order to supply 
the quantities that we require. These lead times may adversely impact the Company's ability to respond to changing consumer 
preferences, resulting in inventory levels that are insufficient to meet demand or in merchandise that may have to be sold at 

lower prices. Inappropriate inventory levels or a failure to accurately anticipate the future demand for a particular product 
or the time it will take to obtain new inventory may negatively impact the Company's results of operations. 

The Company has been unable to date to secure an agreement with a financial institution for tile management of the 
Company's credit and financial services operations, which continues to have a material adverse effect on the Company~ 
results of operations. 

On November 15, 2015, the program agreement between JPMorgan Chase and the Company relating to the Sears Card and 
Sears MasterCard credit cards expired. The Company continues to consider available options with respect to the future 
management of the credit and financial services operations, but does not expect it will be able to secure an agreement with 
substantially the same terms and conditions that it previously had with JPMorgan Chase, and there is a risk that the Company 
may not be able to secure a new agreement at all, which will continue to have a material adverse effect on the Company's 
results of operations and financial condition. 

lftlze Company is unable to successfully implement and continue the Company~ new consumer financing program, it 
could adversely affect the Company's results of operations. 

On March 18, 2016, the Company entered into an agreement with easyfinancial Services Inc. to provide a nation-wide point 
of sale financing platform for customers on large ticket items. If the financing program does not retain and attract customers, 
this could have a negative effect on the Company's revenues and adversely impact the Company's results of operations and 
financial condition. 

If the Company's new loyalty program is unable to attract and reta~n a sufficient amount of customers, it could adversely 
affect the Company's results of operations. 

On November 16, 2015, the Company launched its new and enhanced Sears Club loyalty program which allows customers 
to earn, and redeem points on purchases at Sears using cash or any debit or credit card accepted by Sears. If the loyalty 
program does not retain and attract customers, this could have a negative effect on the Company's revenues and adversely 
impact the Company's results of operations and financial condition. 

If tire Company is unable to migrate a sufficient amount of catalogue customers and business to online, it could adverse(v 
affect the Company's results of operations. 

The Company is purposefully reducing its catalogue space and engaging with customers to move them into the online arena. 
As the Company manages the migration and frequency from catalogue to online, catalogue sales may not convert to online 
sales as quickly or in the same volume as the Company expects and the Company may have to increase its marketing efforts 
and promotional offers to make this change happen in a shorter timeline. In addition, there is a risk that the secular decline 
of catalogue sales increases at a faster rate than the Company expects. 

If the Company fails to successfully implement its new digital e-commerce platform nation-wide, it could adversely affect 
the Company's results of operations. 

In 2016, the Company launched the new sears.ca website, incorporating a new technology platform and logistics systems 
nationally. The Company is currently experiencing operational and integration issues with this website, which the Company 
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is working diligently to address and rectifY. However, if it is unable to do so or the new e-commerce platform does not retain 
and attract customers or otherwise perform in a satisfactory manner, this could have a negative effect on the Company's 
revenues and reputation and adversely impact the Company's results of operation and financial condition. 

The Company relies extensively on computer systems to process transactions, summarize results and manage its business. 
Disruptions in these systems could harm the Company's ability to run its business. 

Given the num her of individual transactions that the Company processes each year, it is critical that the Company maintains 
uninterrupted operation of its computer and communications hardware and software systems. These systems are subject to 
obsolescence, damage or interruption from power outages, computer and telecommunications failures, computer viruses, 
security breaches, catastrophic events such as fires, natural disasters and adverse weather occurrences and usage errors by 
the Company's employees. If the systems are damaged or cease to function properly, the Company may have to make a 
significant investmentto fix or replace them, may suffer interruptions in operations in the interim and the Company's reputation 
with its customers may be harmed. 

The Company's ability to maintain sufficient inventory levels in its stores is critical to its success and largely depends on the 
efficient and uninterrupted operation of its computer and communications hardware and software systems. Any material 
interruption in the Company's computer operations may have a material adverse effect on the Company's business and results 
of operations. 

The Company relies on foreign' sources for significant amounts of its merchandise, and the Company's business may 
therefore be negatively affected by the risks associated with international trade. 

The Company is dependent on a significant amount of products that originate from non-Canadian markets. In particular, the 
Company sources a significant amount of products from China. The Company is subject to the risks that are associated with 
the international sourcing and delivery of merchandise, including: potential economic, social, and political instability in 
jurisdictions where suppliers are located; structural integrity, health and fire safety of foreign factories; increased shipping 
costs, potential transportation delays and interruptions; adverse foreign currency fluctuations; changes in laws, rules and 
regulations pertaining to the export and import of products and quotas; and the imposition and collection of taxes and duties. 
Any increase in cost to the Company of merchandise purchased from foreign vendors or restriction on the merchandise made 
available to the Company by such vendors could have an adverse effect on the Company's business and results of operations. 

Damage to the reputations of the brands the Company sells could reduce tire Company's revenues and profits and adversely 
impact the Company's results of operations. 

As a diverse and multi-channel retailer, the Company promotes many brands as part of the Company's nonnal course of 
business. These brands include the Sears brand, Sears private label brands for product lines such as Jessica®, and non
proprietary brands exclusive to the Company. Damage to the reputation of these brands or the reputation of the suppliers of 
these brands could negatively impact consumer opinions of the Company or its related products and reduce its revenues and 
adversely impact its results of operations. In those circumstances, it may be difficult and costly for the Company to regain 
customer confidence. 

If the Company's rel~tionships with its significant suppliers were to be impaired, it could have a negative impact on the 
Company's competitive position and adversely impact its results of operations and financial condition. 

Although the Company's business is not substantially dependent on any one supplier, its relationship with certain suppliers 
is of significance to its merchandising strategy, including attracting customers to its locations, cross-segment sales and image. 
The loss of a significant supplier relationship could result in lower revenues and decreased customer interest in the Company's 
stores, which, in turn, would adversely affect the Company's results of operations and financial condition. In addition, the 
Company may not be able to develop relationships with new suppliers, and products from alternative sources, if any, may 
be of a lesser quality and more expensive than those the Company currently purchases. 

The Company relies on third parties to provide it with services in connection with the administration of certain business 
functions. 

The Company has agreements with third-party service providers (both domestic and international) to provide processing and 
administration functions over a broad range of areas. These areas include finance and accounting, information technology, 
call centre, payroll and procurement functions. Services provided by third parties as a part of outsourcing initiatives could 
be interrupted as a result of many factors, such as social or political unrest, natural disasters, extreme or unseasonable weather, 
acts of war or terrorism, systems breakdowns or power outages or other significant events outside of the Company's control, 
contract disputes, or failure by third parties to provide these services on a timely basis within service level expectations and 
performance standards, which could result in a disruption of the Company's business, and adversely affect the Company's 
results of operations. In addition, to the extent the Company is unable to maintain its outsourcing arrangements, it could 
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incur substantial costs, including costs associated with hiring and training new employees, in order to return these services 
in-house. The Company is currently in the process of repatriating its call centre operations. 

The Company relies on its relationship with a number of licensees to manage and operate the day-to-day operations of 
certain components of the Company's business. 

The Company has licensing arrangements with various third parties. The financial instability of licensees and their inability 
to fulfill the terms and obligations under their respective agreements with the Company could potentially have a negative 
effect on the Company's revenues with respect to these arrangements and could cause the Company to incur substantial costs, 
including moving the services in-house or finding an alternative third party to perform the services. 

Certain ofthe Company's licensees have recently experienced financial difficulties. On May 27, 2015, TravelBrands Inc. 
("TraveiBrands") sought and obtained an initial order under the Companies' Creditors Arrangements Act (Canada). The 
Ontario Superior Court of Justice granted TraveiBrands the protections afforded by a stay of proceedings while it continued 
to pursue restructuring initiatives. TravelBrands exited creditor protection subsequent to the end ofFiscal 20 I 5, and continues 
to be a licensee of the Company, as the Company signed a new contract with TraveiBrands with a revised commission 
structure during Fisca12015. TravelBrands manages the day-to-day operations of all Sears Travel offices and pays fees to 
the Company. 

The lack of willingness of the Company's vendors to provide acceptable payment terms could negatively impact the 
Company's liquidity and/or reduce the availability of products or services that the Company seeks to procure and sell. 

The Company depends on its vendors to provide it with financing for the Company's purchases of inventory and services. 
The Company's vendors could seek to limit the availability of vendor credit to the Company or modify other terms under 
which they sell to the Company, or both, which could negatively impact the Company's liquidity. This could include actions 
such as slowing or ceasing merchandise shipments or requiring or conditioning the sale or shipment of merchandise on new 
paymenttenns or other assurances. Such outcomes could have a negative effect on the Company's business, financial condition 
and results of operations. In addition, the inability of the Company's vendors to access liquidity, or financial difficulties 
experienced by the Company's vendors, could lead to their failure to deliver inventory or other services to the Company. 
Certain of the Company's vendors may finance their operations and/or reduce the risk associated with collecting accounts 
receivable from the Company by selling or "factoring" the receivables or by purchasing credit insurance or other fom1s of 
protection from loss associated with the Company's credit risks. The ability of the Company's vendors to do so is subject to 
the Company's perceived credit quality. The Company's vendors could be limited in their ability to factor receivables or 
obtain credit protection in the future because of the Company's perceived financial position and creditworthiness, which 
could reduce the availability of products or services the Company seeks to procure and sell or increase the costto the Company 
of those products and services. 

The Company may be subject to product liabili(v claims if people or properties are harmed by the products the Company 
sells or the services it offers. 

The Company sells products produced by third party manufacturers. Some of these products may expose the Company to 
product liability claims relating to personal injury, death or property damage caused by such products and may require the 
Company to take actions, such as product recalls. In addition, the Company also provides various services which could give 
rise to such claims. Although the Company maintains liability insurance to mitigate these potential claims, the Company 
cannot be certain that its coverage will be adequate for liabilities actually incurred or that insurance will continue to be 
available on economically reasonable terms or at all. 

Product liability claims can be expensive to defend and can divert the attention of management and other personnel for 
significant periods, regardless of the ultimate outcome. Claims of this nature, as well as product recalls, could also have a 
negative impact on customer confidence in the products and services the Company offers and on the Company's reputation, 
and adversely affect the Company's business and results of operations. 

If the Company does not maintain the security of its customers, employees or Company information, the Company could 
damage its reputation, incur substantial additional costs and become subject to litigation. 

Cyber-security risks, such as malicious software and attempts to gain unauthorized access to data, are rapidly evolving. 
Technologies or software used to gain unauthorized access, and/or disable, degrade or harm the Company's systems may be 
difficult to detect or scope for prolonged periods of time, and the Company may be unable to anticipate these actions or put 
in place adequate protective or preventative measures. These attempts to gain unauthorized access could lead to disruptions 
in the Company's systems, unauthorized release of confidential or otherwise protected information or corruption of data. If 
these actions are successful in infiltrating, breaking into, disrupting, damaging or otherwise stealing from the Company's 
computer systems or those of its third party providers, the Company may have to make significant investments to fix or 
replace them, may suffer interruptions in its operations in the interim, and may face costly litigation, government 
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investigations, government enforcement actions, fines and/or lawsuits, the ability of customers to shop with the Company 
may be impacted or halted, and the Company's reputation with its customers and the public may be significantly harmed. 
There is no guarantee that the procedures implemented by the Company to protect against unauthorized access to secured 
data will be adequate to safeguard against all data security breaches. A data security breach or any failure by the Company 
to comply with applica:ble privacy and information security laws and regulations could result in a loss of customer or public 
confidence and negatively impact the Company's business and results of operations. 

The Company may be subject to failure of its IT systems and to data breaches. 

The Company depends on the uninterrupted operation of its IT systems, networks and services, including internal and public 
internet sites, data hosting and processing facilities, cloud-based services and hardware, such as point-of-sale processing at 
stores, to operate its business. 

The Company has implemented security measures, including employee training, monitoring and testing, maintenance of 
protective systems and contingency plans, to protect and to prevent unauthorized access of confidential information and to 
reduce the likelihood of disruptions to its IT systems. The Company also has security processes, protocols and standards that 
are applicable to its third party service providers. 

Despite these measures, all of the Company's information systems, including its back-up systems and any third party service 
provider systems that it employs, are vulnerable to damage, interruption, disability or failures due to a variety of reasons, 
including physical theft, electronic theft, fire, power loss, computer and telecommunication failures or other catastrophic 
events, as well as from internal and external security breaches, denial of service attacks, viruses, worms and other known or 
unknown disruptive events. 

The Company or its third party service providers may be unable to anticipate, timely identify, or appropriately respond, to 
one or more of the rapidly evolving and increasingly sophisticated means by which computer hackers, cyber terrorists and 
others may attempt to breach the Company's security measures or those of our third party service providers' information 
systems. 

The Company is subject to payment-related risks that could increase its operating costs, expose the Company to fraud or 
theft, subject the Company to potentia/liability and potentially disrupt the Company's business operations. 

As a retailer who accepts payments using a variety of methods, including credit and debit cards, and gift cards, the Company 
is subject to rules, regulations, contractual obligations and compliance requirements, including payment network rules and 
operating guidelines, data security standards and certification requirements, and rules governing electronic funds transfers. 
The regulatory environment related to information security and privacy is increasingly rigorous, with new and constantly 
changing requirements applicable to the business, and compliance with those requirements could result in additional costs 
or accelerate these costs. 

For certain payment methods, including credit and debit cards, the Company pays interchange and other fees, which could 
increase overtime and raise the Company's operating costs. The Company relies on third parties to provide payment processing 
services, including the processing of credit cards, debit cards, and other forms of electronic payment. If these parties are 
unable to provide these services to the Company, or if their systems are compromised, it could disrupt the Company's business. 

The payment methods that the Company offers also subject the Company to potential fraud and theft by persons who seek 
to obtain unauthorized access to or exploit any weaknesses that may exist in the payment systems. 

The Company is subject to a number of long-term real estate leases which could restrict the Company~ ability to respond 
to changes in demographics or the retail environment and adversely impact the Company's results of operations. 

As of January 28, 2017, the Company operated a total of 95 full-line department stores, 141 specialty stores (including 26 
Sears Home stores, 14 Outlet stores, 69 Hometown stores operated under independent local ownership and 32 Corbeil stores), 
830 catalogue and online merchandise pick-up locations and 62 Sears Travel offices. Company-owned stores consist of 10 
full-line department stores (including two stores that are included in our Outlet channel based on their merchandise mix) and 
two Sears Home stores, with the majority of the remainder held under long-tenn leases. While the Company is able to change 
its merchandise mix and relocate stores in order to maintain competitiveness, the Company is restricted from vacating a 
current site without breaching its contractual obligations and incurring lease-related expenses for the remaining portion of 
the lease-term. The long-term nature of the leases may limit the Company's ability to respond in a timely manner to changes 
in the demographic or retail environment at any location, which could adversely affect the Company's results of operations. 
In addition, when leases for the stores in the Company's ongoing operations expire, the Company may be unable to negotiate 
renewals, either on commercially acceptable terms, or at all, which could cause us to close stores. Accordingly, the Company 
is subject to the risks associated with leasing real estate, which could have an adverse effect on the Company's results of 
operations. 
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The Company may be subject to legal proceedings if the Company violates the operating covenants in its real estate leases 
that could adversely affect the Company's business and results of operations. 

As of January 28, 2017, the Company had operating covenants with landlords for approximately 95 Sears brand corporate 
stores. An operating covenant generally requires the Company, during normal operating hours, to operate a store continuously 
in the identified format as required in the lease agreement. As of January 28, 2017, the remaining tenn of the various Sears 
operating covenants ranged from less than one year to 28 years, with an average remaining term of approximately five years, 
excluding options to extend leases. Failure to observe operating covenants may result in legal proceedings against the 
Company, as well as termination of the applicable lease, and adversely affectthe Company's business and results of operations. 

The Company is subject to laws and regulations that impact its business and a failure to comply with such laws and 
regulations could lead to lawsuits or regulatory actions against the Company that could adversely affect the Company's 
business and results of operations. 

Laws and regulations are in place to protect the interests and well-being of the Company's customers and communities, 
business partners, suppliers, employees, shareholders and creditors. Changes to laws, regulations or regulatory policies, 
including changes in the interpretation, implementation or enforcement of laws, regulations and regulatory policies, could 
adversely affect the Company's business and results of operations. In addition, the Company may incur significant costs in 
the course of complying with any changes to applicable laws, regulations and regulatory policies. 

The Company's failure to comply with applicable laws, regulations or regulatory policies could result in a judicial orregulatory 
judgment or sanctions and financial penalties that could adversely impact the Company's reputation, business and results of 
operations. Although the Company believes that it has taken reasonable measures designed to ensure compliance with 
applicable laws, regulations and regulatory policies in the jurisdictions in which it conducts business, there is no assurance 
that the Company will always be in compliance or determined to be in compliance. 

In addition, changing laws, regulations and standards relating to corporate governance and public disclosure, including those 
related to foreign private issuers and the Sarbanes-Oxley Act of 2002, and related regulations implemented by securities 
regulatory authorities in Canada and the United States are creating uncertainty for foreign private issuers, increasing legal 
and financial compliance costs, and making some activities more time consuming. The Company is currently evaluating and 
monitoring developments with respect to new and proposed rules and cannot predict or estimate the amount of additional 
costs it may incur or the timing of such costs. We intend to invest resources to comply with evolving laws, regulations and 
standards, and this investment may result in increased general and administrative expenses. If our efforts to comply with 
new laws, regulations and standards differ from the activities intended by regulatory or governing bodies due to ambiguities 
related to practice, regulatory authorities may initiate legal proceedings against us and our business may be harmed. The 
costs of compliance or our failure to comply with these laws, rules and regulations could adversely affect our reputation, 
business, results of operations, financial condition and the price of our common shares. 

The Company may lose its foreign private issuer status under United States securities laws in the future, which could 
result in significant additional costs and expenses to the Company. 

In order to maintain the Company's current status as a foreign private issuer ("FPI") under U.S. federal securities laws, a 
majority of the Company's common shares must be directly or indirectly owned of record by non-U.S. residents subject to 
the following: ifthe majority of the Company's common shares are owned of record by U.S. residents, and any of(i) the 
majority of the Company's executive officers or directors are U.S. citizens or residents, (ii) more than 50% of the Company's 
assets are located in the United States or (iii) the Company's business is administered principally in the United Sates, then 
the Company would lose its FPI status. The Company currently qualifies as a FPI, but there can be no assurance that it will 
continue to meet these requirements in the future. The regulatory and compliance costs to the Company under U.S. federal 
securities laws as a U.S. domestic issuer may be significantly more than the costs the Company incurs as a Canadian FPL If 
the Company ceases to be a FPI, it would not be eligible to use the multijurisdictional disclosure system or other foreign 
issuer forms and would be required to file periodic and current reports and registration statements on U.S. domestic issuer 
forms with the SEC, which are more detailed and extensive than the forms currently available to the Company. The Company 
may also be required to prepare its financial statements in accordance with U.S. generally accepted accounting principles, 
and these additional reporting obligations could be costly and have a negative impact on the Company's financial condition. 

The Company is required to comply with federal and provincial environmental laws and regulations, the cost ofwlticlt 
may adverse(v affect the Company s results of operations and financial condition. 

The Company is exposed to environmental risk as an owner, lessor and lessee of property. Under federal and provincial laws, 
the owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its 
properties or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims 
against the Company. 
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The Company is currently remediating various locations across Canada where it has operated auto centres, gas bars and a 
logistics facility. In some cases, the extent of the remediation and the costs thereofhave not yet been determined. The Company 
continues to monitor the costs of remediation and appropriately provide for these costs in its reserves. If we commit to 
renovating a leased or owned building that contains or may contain asbestos, or if asbestos is inadvertently disturbed, we 
will be legally obligated to comply with asbestos removal standards. The extent of this liability has not yet been determined 
because the costs to remove asbestos depend on various factors, including, among others, the location and extent of any 
renovations undertaken. Inadvertent disturbance of asbestos cannot be foreseen. The costs incurred by the Company could 
be significant and may negatively impact the Company's results of operations and financial condition. 

The Company is exposed to a variety of legal proceedings, including class action lawsuits, and tax audits which, if 
adversely decided, could materially adversely affect the Company. 

The Company is currently involved in various legal proceedings incidental to the normal course of business. Although the 
Company is of the view that the final disposition of any such litigation is not expected to have a material adverse effect on 
its liquidity, consolidated financial position or results of operations, the outcome of such litigation cannot be predicted with 
certainty. As a result, it could have an adverse impact on the Company's reputation and ultimately a material adverse effect 
on the Company's results of operations and financial condition. 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While we believe that the 
Company's tax filing positions are appropriate and supportable, periodically, certain matters are reviewed and from time to 
time are challenged by the tax authorities. As the Company routinely evaluates and provides for potentially unfavorable 
outcomes with respect to any tax audits, it believes that the final disposition of tax audits will not have a material adverse 
effect on its liquidity, financial position or results of operations. If the result of a tax audit materially differs from the existing 
provisions, the Company's effective tax rate and impact on liquidity could be affected positively or negatively in the period 
in which the tax audits are completed. 

The Company'S results of operations may be adversely impacted if insurance coverage is deemed insufficient or if the 
Company or the insurance industry is affected by unexpected material events. 

The Company maintains directors and officers insurance, liability insurance, and property insurance and this insurance 
coverage reflects deductibles, self-insured retentions, limits of liability and similar provisions. Although the Company has 
taken measures to ensure that it has the appropriate coverage, including maintaining an annual reserve for liability claims, 
there is no guarantee that the Company's insurance coverage will be sufficient, or that insurance proceeds will be paid to us 
in a timely manner. In addition, there are types of losses we may incur but against which we cannot be insured or which we 
believe are not economically reasonable to insure, such as losses due to acts of war and certain natural disasters or business 
interruption. If we incur these losses and they are material, our business, operating results and financial condition may be 
adversely affected. Also, certain material events may result in sizable losses for the insurance industry and materially adversely 
impact the availability of adequate insurance coverage or result in significant premium increases. Accordingly, we may elect 
to self-insure, accept higher deductibles or reduce the amount of coverage in response to such market changes. 

Events outside the Company'S control such as social or political unrest, natural disasters, extreme or unseasonable 
weather, acts of war or terrorism, systems breakdowns or power outages could have a material adverse effect on the 
Company's business and results of operations. 

The Company's business is sensitive to customers' spending patterns, which may be affected by domestic and international 
social or political unrest, natural disasters, extreme or unseasonable weather, acts of war or terrorism, or other significant 
events outside of the Company's control, any of which could lead to a decrease in spending by consumers. In addition, such 
events as well as systems breakdowns and power outages could cause store closures, disrupt supply chain or other operations, 
delay shipments of merchandise to consumers, reduce revenue and result in expenses to repair or replace facilities. Disruptions 
during a peak season, such as the month of December, which may account for up to 40% of a year's earnings, could have a 
particularly adverse effect on the Company's business and results of operations. 

The Company's business could suffer if it is unsuccessful in making, integrating, and maintaining acquisitions and 
investments. 

From time to time we pursue strategic acquisitions of, joint arrangements with, or investments in, other companies or 
businesses, although the Company has no present commitments with respect to any material acquisitions or investments. 
Any such acquisition, joint an-angement or investment may require the Company to spend its cash, or incur debt, contingent 
liabilities, or amortization expenses related to intangible assets, any of which could reduce the Company's short-term liquidity 
and harm its business. Acquisitions, joint arrangements and investments also increase the complexity of the Company's 
business and strain its management, personnel, operations, supply chain, financial resources, and internal financial controls 
and reporting functions. The Company may not be able to manage acquisitions, joint arrangements or investments effectively, 
which could damage the Company's reputation, limit its growth and adversely affect its business and results of operations. 
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Financial Risks 

The Company's business has been and will continue to be affected by Canadian and worldwide economic conditions; 
worsening of current economic conditions could lead to reduced revenues and gross margins, and negatively impact the 
Company's liquidity. 

The Company plans its operations giving regard to economic and financial variables that are beyond its control. Changes to 
these variables may adversely impact the Company's performance. Should current economic conditions worsen, heightened 
competition, a decline in consumer confidence, lower disposable income, higher unemployment and personal debt levels 
may result, which could lead to reduced demand for the Company's products and services. Any of these events could cause 
the Company to increase inventory markdowns and promotional expenses, thereby reducing the Company's gross margins 
and adversely affecting results of operations. If the Canadian or global economies worsen, the Company could experience 
a decline in same store sales, erosion of gross profit and profitability. 

Volatility in fuel and energy costs may have a significant impact on the Company's operations. The Company requires 
significant quantities of fuel for the vehicles used to distribute and deliver inventory and the Company is exposed to the risk 
associated with variations in the market price for petroleum products. The Company could experience a disruption in energy 
supplies, including its supply of gasoline, as a result of factors that are beyond the Company's control, which could have an 
adverse effect on the Company's business. In addition, if certain of the Company's vendors experience increases in the cost 
of products they purchase due to the strengthening of the U.S. dollar, it could result in increases in the prices that the Company 
pays for merchaqdise, particularly apparel and appliances, and adversely affect the Company's results of operations. During 
Fiscal2016, Adjusted EBITDA was negatively impacted by $59.5 million due to the weakening Canadian dollar compared 
to the U.S. dollar. 

Limits on the availability of financing may affect the Company's access to liquidity. 

In addition to credit terms from vendors, the Company's liquidity needs are funded by its operating cash flows, borrowings 
under credit facilities, asset sales and, if available, access to capital markets. The availability of financing depends on numerous 
factors, including economic and market conditions, the Company's operating performance, and lenders' assessments of the 
Company's prospects and the prospects of the retail industry in general. Changes in these factors may affect the cost of 
financing, liquidity and ability to access financing sources. 

While the Amended Credit Facility currently provides for up to $300.0 million of lender commitments, availability under 
the Amended Credit Facility is determined pursuant to a borrowing base formula based on eligible assets consisting of 
inventory and credit card receivables less applicable reserves which may be applied by the lenders at their discretion pursuant 
to the Amended Credit Facility. Availability under the Term Credit Agreement is also based on a borrowing base formula 
based on eligible assets consisting of inventory and credit card receivables and, to the extent the second tranche is advanced, 
eligible qualifying real estate and leasehold interests, less applicable reserves applied by the lenders at their discretion under 
the Tem1 Credit Agreement. If the value of eligible assets, net of any applicable reserves, are not sufficient to support 
borrowings of up to the full amount of the commitments under the facility, the Company will not have full access to the 
facility and additional reserves are required to be imposed under the Amended Credit Facility with the result that the Company 
could have access to a lesser amount as determined by the borrowing base and reserve estimates applicable under the Amended 
Credit Facility and the Term Credit Agreement. Availability under the Amended Credit Facility was $192.3 ·million as at 
January 28,2017. The Term Credit Agreement provides for a five-year secured term loan of up to $300.0 million. The loan 
is available in two tranches: a first tranche of$125.0 million, which was drawn in full by the Company on March 20, 2017, 
and a second tranche of up to a further $175.0 million (to be secured by qualifying owned and leased real estate), which is 
available to be drawn at the Company's option, subject to the satisfaction of various conditions, including receipt by the 
lenders of satisfactory appraisals and environmental reports. The first tranche is secured on a subordinated basis behind the 
Amended Credit Facility on inventory, credit card receivables and other assets securing that facility, and the second tranche 
will be secured by a first charge on owned and leased real estate that satisfy mutually agreed eligibility criteria. The availability 
of the second tranche will also be subject to the acceptance by the lenders of the real estate and leasehold interests proposed 
by the Company and by the Company satisfying specified conditions, including receipt by the lenders of satisfactory appraisals 
and environmental reports. Accordingly, there can be no assurance the Company will receive the full (or any) amount of the 
second tranche. 

The lenders under our credit facilities may not be able to meet their commitments if they experience shortages of capital and 
liquidity and there can be no assurance that the Company's ability to otherwise access the credit markets will not be adversely 
affected by changes in the financial markets and the global economy. 

Fluctuations in U.S. and Canadian dollar exchange rates may adversely impact the Company 5 results of operations. 

The Company's foreign exchange risk is currently limited to currency fluctuations between the Canadian and U.S. dollar. 
The Company is vulnerable to increases in the value of the U.S. dollar relative to the Canadian dollar because almost all of 
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its revenues are denominated in Canadian dollars and a substantial amount of the merchandise the Company purchases is 
priced in U.S. dollars. The cost of these goods in Canadian dollars rises when the U.S. dollar increases in value relative to 
the Canadian dollar and, as a result, the Company may be forced to increase its prices or reduce its gross margins. We may 
use foreign currency forward and option contracts to hedge the exchange rate risk on a portion of the Company's expected 
requirement for U.S. dollars. There can be no assurance that the Company's hedging efforts will achieve their intended results 
or that the Company's estimate of its requirement for U.S. dollars will be accurate, with the result that currency fluctuations 
may have an adverse impact on the Company's results of operations. Also, hedging efforts may have the effect of limiting 
or reducing the total returns to the Company if management's expectations concerning future events prove to be incorrect, 
in which case the costs associated with the hedging efforts may outweigh their benefits; Furthermore, many vendors who 
are paid in Canadian dollars may have significant costs that are priced in U.S. dollars. Such vendors may seek to increase 
prices charged to the Company for goods and services and, as a result, the Company may be forced to increase its prices or 
reduce its gross margins. 

The Term Credit Agreement, and compliance with the borrowing base thereunder, is calculated and determined in U.S. dollars. 

In addition, any significant appreciation of the Canadian dollar relative to the U.S. dollar presents an additional challenge to 
the Company as its customers are motivated to cross-border shop, which may have an adverse impact on the Company's 
results of operations. 

The Company is exposed to counterparty credit risk which could adversely affect its results of operations. 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of counterparties to meet 
their payment obligations to the Company. Exposure to credit risk exists for derivative instruments, cash, accounts receivable 
and investments included in other long-term assets. Cash, accounts receivable, derivative financial assets and other long
term assets of$303.0 million as at January 28, 2017 (January 30, 2016: $381.2 million) expose the Company to credit risk 
should the borrower default on maturity of the investment. 

Although the Company seeks to manage this exposure through policies that require borrowers to have a minimum credit 
rating of A, and limiting investments with individual borrowers at maximum levels based on credit rating, there can be no 
assurance that the Company will be able to successfully manage its credit risk. 

The Company invests its surplus cash in investment grade, short-term money market instruments, the return on which depends 
upon interest rates and the creditworthiness of the issuer. The Company attempts to mitigate credit risk resulting from the 
possibility that an issuer may default on repayment by requiring that issuers have a minimum credit rating and limiting 
exposures to individual borrowers. 

Expenses associated with the Company s retirement benefit plans may fluctuate significantly depending on changes in 
actuarial assumptions, future market performance of plan assets, and other events outside of the Company's control and 
adversely affect the Company s results of operations. 

The Company currently maintains a hybrid registered pension plan with a defined benefit component, a non-registered 
supplemental savings arrangement and a defined benefit non-pension retirement plan, which provides life insurance, medical 
and dental benefits to eligible retired employees through a health and welfare trust. The defined benefit component of the 
hybrid registered pension plan continues· to accrue benefits related to future compensation increases although no further 
service credit is earned. In addition, the Company no longer provides medical, dental and life insurance benefits at retirement 
for employees who had not achieved the eligibility criteria for these non-pension retirement benefits as at December 31, 
2008. 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New 
regulations, regulatory orders, changes in actuarial assumptions and market driven changes may result in changes in the 
discount rates and other variables which would result in the Company being required to make contributions in the future that 
differ significantly from the estimates. 

Management is required to use assumptions to account for the plans in conformity with IFRS. However, actual future 
experience will differ from these assumptions giving rise to actuarial gains or losses, and those differences may be material. 
Plan assets consist primarily of cash, alternative investments, marketable equity and fixed income securities. The value of 
the marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and 
annual pension expense are determined by independent actuaries and through the use of a number of assumptions. 

Although the Company believes that the assumptions used in the actuarial valuation process are reasonable, there remains 
a degree of risk and uncertainty which may cause results to differ materially from expectations. Significant assumptions in 
measuring the benefit obligations and pension plan costs include the discount rate and the rate of compensation increase. 
See Note 19.4 "Pension assumptions" of the Notes to the Consolidated Financial Statements for Fiscal 2016 for more 
information on the actuarial assumptions for the plans. 
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The Company is exposed to interest rate risk which could adverse(v affect its results of operations. 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets 
and liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. Cash, and 
borrowings under the Company's credit facilities are subject to interest rate risk. The total outstanding balance subject to 
interest rate risk as at January 28, 2017 was a net asset of$235.8 million (January 30, 2016: $315.2 million). An increase or 
decrease in interest rates of25 basis points (0.25%) would cause an after-tax impact on net loss of $0.4 million. 

The Company faces risks associated with impairment of intangible and other long-lived assets. 

The Company's intangible assets and long-lived assets, primarily consisting of stores, are subject to periodic testing for 
impairment. A significant amount of judgment is involved in the periodic testing. Failure to achieve sufficient levels of cash 
flow within each of the Company's cash generating units or specific operating units could result in impairment charges for 
intangible assets or long-lived assets, which could have a material adverse effect on the Company's reported results of 
operations. 

Risks Relating to the Company's Relationship with Sears Holdings 

The Company may lose rights to material intellectual property if Sears Holdings' equity ownership in the Company falls 
below specified thresholds or in other circumstances involving financial distress. 

The Company relies on its right 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 its business. The Company's right to use the "Sears" name 
and certain other brand names is subject to the tenns of the license agreement with Sears, Roebuck and Co. dated January 
26, 1987, as amended (the "License Agreement"), which states that, if Sears Holdings' ownership interest in the Company 
is reduced to less than I 0.0%, the License Agreement would remain in effect for a period of five years after such reduction 
in ownership (subject to an extension of up to four years at a royalty rate to be agreed equal to the lesser of a fair market rate 
based on the value of such mark or the lowest rate which will provide a reasonable incentive to induce Sears Canada to phase 
out the use of such mark during such extended period, if the Company reasonably determines that a longer transition is 
necessary), after which the Company would no longer be permitted to use the "Sears" name and certain other brand names. 
In addition, the License Agreement also provides that the Company's license to use the "Sears" name and certain other brand 
names will terminate on the occurrence of certain bankruptcy events involving the Company. In addition, in the event of a 
bankruptcy proceeding involving Sears Holdings, there is a risk of the License Agreement being terminated under applicable 
U.S. insolvency legislation. Losing the right to use these intellectual properties could significantly diminish the Company's 
competitiveness in the marketplace and could materially harm the business. If the License Agreement is te1minated, the 
Company may attempt to renegotiate such agreement although the terms of any such renegotiated agreement may be less 
favourable to the Company. 

Sears Holdings publicly disclosed on March 21, 2017 that, based on its historical operating results, substantial doubt exists 
as to its ability to continue as a going concern. As a result, there may be an increased risk of the License Agreement being 
terminated in a bankruptcy proceeding involving Sears Holdings at some point in the future. 

Some of the Company's directors may be subject to potential conflicts of interest because of their relationship with ESL 
or Sears Holdings, including ownership of its common stock. 

Some of the Company's directors are employees ofESL or Sears Holdings and may own Sears Holdings or ESL common 
stock. These relationships could create, or appear to create, conflicts of interest with respect to matters involving both the 
Company and Sears Holdings or ESL. 

Risks Relating to Our Common Shares 

As long as ESL exerts significant voting influence over the Company, a shareholder's ability to influence matters requiring 
shareholder approval will be limited. 

ESL is the largest shareholder of the Company, both directly through its ownership of common shares of the Company, and 
indirectly through its ownership in Sears Holdings. Prior to October 16, 2014, Sears Holdings was the controlling shareholder 
of the Company. 

As at April 26, 2017, ESL was the beneficial holder of approximately 45.3% of the common shares of the Company and 
Sears Holdings was the beneficial holder of approximately 11.7%, of the common shares of the Company. 

So long as ESL directly or indirectly controls the Company through its ownership of our common shares, it will have the 
ability to control the election of the Board of Directors and the outcome of certain shareholder votes. Accordingly, ESL will 
have the ability to exercise control over certain actions to be taken or approved by the Company's directors and shareholders, 
including with respect to mergers or business combinations or dispositions of all or substantially all of our assets. 
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ESL's voting control may discourage transactions involving a change of control of the Company, including transactions in 
which shareholders might otherwise receive a premium for their shares over the then-current market price. Subject to certain 
limits, ESL is also not prohibited from selling a controlling interest in the Company to a third party and may do so without 
shareholder approval and, subject to applicable laws, without providing for a purchase of other shareholders' common shares. 
Accordingly, shareholders' common shares may be worth less than they would be ifESL did not maintain voting control 
over the Company. 

ESL's interests may be different than other shareholders' interests and Sears Holdings and ESL may have investments in 
other companies that compete with the Company and may have interests that from time to time diverge from the interests of 
the Company's other shareholders, particularly with regard to new investment opportunities. 

In addition, conflicts of interest may arise between Sears Holdings and/or ESL and the Company, including corporate 
opportunities, potential acquisitions or transactions as well as other matters. The Company may be adversely affected by any 
conflicts of interest between Sears Holdings and/or ESL and the Company. Furthermore, neither Sears Holdings nor ESL 
owes the Company or the Company's shareholders any fiduciary duties under Canadian law. 

If Sears Holdings were to experiences financial difficulty, it is not possible to predict with certainty the jurisdiction or 
jurisdictions in which insolvency or similar proceedings would be commenced or the outcome of such proceedings. If a 
bankruptcy, insolvency or similar event occurs, there could be proceedings involving Sears Holdings in the United States or 
elsewhere and it is possible that the Company could be made a part of these proceedings. 

The price of the Company~ common shares may decline if ESL or Sears Holdings alter their strategy with respect to their 
ownership of the Company~ shares. 

ESL and Sears Holdings have advised the Company that they have not reached any decision regarding whether or for how 
long they will retain their share ownership in the Company and what form, if any, the disposition or distribution of their 
common shares will take. ESL and Sears Holdings will, in their respective sole discretions, detem1ine the timing and terms 
of any transactions with respect to their common shares, taking into account business and market conditions and other factors 
that they deem relevant. Neither ESL or Sears Holdings are subject to any contractual obligation to maintain their ownership 
position in the Company, nor is ESL subject to any contractual obligation to the Company to maintain its ownership in Sears 
Holdings. Consequently, we cannot be assured that either ESL or Sears Holdings will maintain its current direct or indirect 
ownership of the Company's common shares. Any announcement by ESL or Sears Holdings that they have reached a 
determination regarding what to do with their direct or indirect ownership of our common shares, or the perception by the 
investment community that ESL or Sears Holdings has reached such a determination, could have an adverse impact on the 
price of the Company's common shares as well as our business generally. 

The market price of the Company's common shares is subject to market value fluctuations. 

From time to time, the stock market experiences significant price and volume volatility that may affect the market price of 
the Company's common shares for reasons unrelated to its performance. The value of the Company's common shares is also 
subject to market value fluctuations based on factors which influence its operations, such as legislative or regulatory 
developments, competition, technological change and global capital market activity. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

The preparation and presentation of the Company's consolidated financial statements and the overall accuracy and integrity of the 
Company's financial reporting are the responsibility of management. The accompanying consolidated financial statements have 
been prepared in accordance with International Financial Reporting Standards as issued by the International Accounting Standards 
Board (IASB), and include certain amounts that are based on management's best estimates and judgments. Financial information 
contained elsewhere in this Annual Report is consistent with the information set out in the consolidated financial statements. 

In fulfilling its responsibilities, management has developed and maintains an extensive system of disclosure controls and procedures 
and internal control over financial reporting processes that are designed to provide reasonable assurance that assets are safeguarded, 
transactions are properly recorded and reported within the required time periods, and financial records are reliable for the preparation 
of the financial statements. The Company's internal auditors also review and evaluate internal controls on behalf of management. 

The Board of Directors monitors management's fulfillment of its responsibilities for financial reporting and internal controls 
principally through the Audit Committee. The Audit Committee, which is comprised solely of independent directors, meets regularly 
with management, the internal audit department and the Company's external auditors to review and discuss audit activity and 
results, internal accounting controls and financial reporting matters. The external auditors and the internal audit department have 
unrestricted access to the Audit Committee, management and the Company's records. The Audit Committee is also responsible 
for recommending to the Board of Directors the proposed nomination of the external auditors for appointment by the shareholders. 
Based upon the review and recommendation of the Audit Committee, the consolidated financial statements and Management's 
Discussion and Analysis have been approved by the Board of Directors. 

The Company's external auditors, Deloitte LLP, have audited the consolidated financial statements in accordance with International 
Financial Reporting Standards as issued by the IASB. 

Brandon G. Stranzl 
Executive Chairman 

Toronto, Ontario 
April26, 2017 

Billy Wong 
Chief Financial Officer 
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with International Financial Reporting Standards. The control framework used by the Company's 
management to assess the effectiveness of the Company's internal control over financial reporting is the internal Control-Integrated 
Framework 2013 (COSO framework) published by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 

Internal control systems, regardless of superiority in design, have inherent limitations. Therefore, even those systems that have 
been determined to have been designed effectively can only provide reasonable assurance with respect to financial reporting and 
financial statement preparation. 

Management of the Company, including its Executive Chairman and ChiefFinancial Officer, has evaluated the Company's internal 
control over financial reporting and has concluded that it was effective as at January 28, 2017. 

Deloitte LLP, the independent registered public accounting firm that audited the Company's consolidated financial statements for 
the fiscal year ended January 28, 2017, has issued its opinion on the Company's internal control over financial reporting as stated 
in their report included herein. 

Brandon G. Stranzl 
Executive Chairman 

Toronto, Ontario 
April26, 2017 

Billy Wong 
ChiefFinancial Officer 

44 

623 



Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Shareholders of 
Sears Canada Inc. 

We have audited the accompanying consolidated financial statements of Sears Canada Inc. and subsidiaries (the "Company"), 
which comprise the consolidated statements of financial position as at January 28, 2017 and January 30, 2016, and the consolidated 
statements of net Joss and comprehensive Joss, consolidated statements of changes in shareholders' equity, and consolidated 
statements of cash flows for the 52-week periods ended January 28, 2017 and January 30, 2016, and a summary of significant 
accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
International Financial Reporting Standards as issued by the International Accounting Standards Board, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 
in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we comply with ethical requirements and plan and perfonn the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor'sjudgment, including the assessmentoftherisks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
of the consolidated financial statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sears Canada 
Inc. and subsidiaries as at January 28,2017 and January 30,2016, and their financial performance and their cash flows for the 52-
week periods ended January 28, 2017 and January 30, 2016 in accordance with International Financial Reporting Standards as 
issued by the International Accounting Standards Board. 

Other Matter 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as of January 28, 2017, based on the criteria established in Internal Control
Integrated Framework (201 3) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report 
dated April26, 2017 expressed an unqualified opinion on the Company's internal control over financial reporting. 

Chartered Professional Accountants 
Licensed Public Accountants 
April 26, 2017 
Toronto, Canada 

45 

624 



Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Shareholders of 
Sears Canada Inc. 

We have audited the internal control over financial reporting of Sears Canada Inc. and subsidiaries (the "Company") as of January 
28, 2017, based on the criteria established in Internal Control-Integrated Frame~vork (20 13) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management's Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion 
on the Company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control 
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control 
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements for external purposes in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board. A company's internal control over financial reporting includes those policies and 
procedures that ( 1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions 
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board, and that receipts and expenditures of the company are being made only in accordance 
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the 
financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject 
to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of January 
28,2017, based on the criteria established in Internal Control-lntegratedFramework (20 13) issued by the Committee ofSponsoring 
Organizations of the Treadway Commission. · 

We have also audited, in accordance with Canadian generally accepted auditing standards and the standards ofthe Public Company 
Accounting Oversight Board (United States), the consolidated financial statements as of and for the 52 week-period ended January 
28, 2017 of the Company and our report dated April 26, 2017 expressed an unmodified/unqualified opinion on those financial 
statements. 

Chartered Professional Accountants 
Licensed Public Accountants 
April26, 2017 
Toronto, Canada 
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627 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

As at As at 
(in CAD millions) Notes January 28,2017 January 30, 2016 

ASSETS 
Current assets 

Cash 5 $ 235.8 $ 313.9 

Accounts receivable, net 6,13,15 67.1 59.4 

Income taxes recoverable 21 12.3 35.9 

Inventories 7 598.5 664.8 

Prepaid expenses 8 34.5 31.0 
Derivative financial assets 13 0.1 6.6 

Assets classified as held for sale 28 57.0 22.1 

Total current assets 1,005.3 1,133.7 

Non-current assets 
Property, plant and equipment 9,18 227.1 444.1 

Investment properties 9 2.0 17.0 

Intangible assets 10 2.0 22.5 

Deferred tax assets 21 0.7 0.6 

Other long-term assets 11,13,15,16 7.3 15.3 

Total assets $ 1,244.4 $ 1,633.2 

LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 13,14 $ 319.8 $ 332.7 
Deferred revenue 12 136.1 158.3 
Provisions 15 61.6 75.8 
Income taxes payable 0.6 2.6 
Other taxes payable 22.3 17.3 
Derivative financial liabilities 13 0.6 
Current pottion of long-term obligations 13, 16,18,23 3.7 4.0 

Total current liabilities 544.7 590.7 

Non-current liabilities 
Long-term obligations 13, 16, I 8,23 16.6 20.2 
Deferred revenue 12 69.4 74.2 
Retirement benefit liability 13,19 308.6 326.9 
Other long-term liabilities 15,17 82.9 67.0 

Total liabilities 1,022.2 1,079.0 

SHAREHOLDERS' EQUITY 

Capital stock 22 14.9 14.9 
Share-based compensation reserve 22 3.1 
Retained earnings 418.0 739.0 
Accumulated other comprehensive loss (213.8) (199.7) 
Total shareholders' equity 23 222.2 554.2 

Total liabilities and shareholders' equity $ 1,244.4 $ 1,633.2 

TI1e accompanying notes are an integral part of these consolidated tinancial statements. 

On Behalf of the Board of Directors, 

. \--------~~:~ _,...-.::~;.- . 
~/· <.,_... 

.. 
:c:·;:,.~ ,.. ', 

.S.;:::t:/"'~~ ----"'-~-
i 

B.G.Stranzl G.Savage 
Executive Chairman and Director Director 
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CONSOLIDATED STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS 
For the 52-week periods ended January 28, 2017 and January 30, 2016 

(in CAD millions. except per share amounts) Notes 2016 2015 

Revenue 24 $ 2,613.6 $ 3,145.7 

Cost of goods and services sold 7,13,25 1,900.5 2,145.9 

Selling, administrative and other expenses 9,10,13, 18,19,25 1,135.5 1,298.1 

Operating loss (422.4) (298.3) 

Gain on lease termination and sale and leaseback transactions 26 105.9 67.2 

Gain on tennination of credit card arrangement 27 170.7 

Gain on settlement of retirement benefits 19,25 5.1 

Finance costs 16,18,21 8.9 9.7 

Interest income 5 7.2 2.3 

Loss before income taxes (318.2) (62.7) 

Income tax (expense) recovery 

Current 21 (0.3) (8.1) 

Deferred 21 (2.5) 2.9 

(2.8) (5.2) 

Net loss $ (321.0) $ (67.9) 

Basic and diluted net loss per share 31 $ (3.15) $ (0.67) 

Net loss $ (321.0) $ (67.9) 

Other comprehensive (loss) income, net of taxes: 

Items that may subsequently be reclassified to net loss: 

(Loss) gain on foreign exchange derivatives (12.6) 19.2 

Reclassification to net loss of Joss (gain) on foreign 
exchange derivatives 5.0 (18.7) 

Items that will not subsequently be reclassified to net loss: 

Remeasurement (loss) gain on net defined retirement 
benefit liability 19,21 (6.5) 50.8 

Total other comprehensive (loss) income, net of taxes (14.1) 51.3 
Total comprehensive loss $ (335.1) $ (16.6) 

The accompanying notes are an integral part of these consolidated tinancial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 
For the 52-week periods ended January 28, 2017 and January 30, 2016 

Accumulated other comprehensive loss 

Foreign Total 
exchange accumulated 

Share-based deri\·atives other 
Capital compensation Retained designated as cash Remeasm·ement comprehensive Shareholders 

(in CAD millions) Notes stock reserve earnings flow hedges (loss) gain loss equity 

Balance as at January 30, 2016 $ 14,9 $ $ 739,0 $ 7.2 $ (206.9) $ (199.7) $ 554.2 

Net loss (321.0) (321.0) 

Other comprehensive (loss) income 

Loss on foreign exchange 
derivatives. net of income tax 
recovery of $2.6 13 (12.6) (12.6) (12.6) 

Reclassification of net loss on 
foreign exchange derivatives, net of 
income tax recovery of nil 13 5.0 5.0 5.0 

Remeasurement loss on net defined 
retirement benefit liability 19,21 (6.5) (6.5) (6.5) 

Total other comprehensive loss (7.6) (6.5) (14.1) (14.1) 

Total comprehensive loss (321.0) (7.6) (6.5) (14.1) (335.1) 

Share-based compensation 22 3.1 3.1 

Balance as at January 28, 2017 $ 14.9 $ 3.1 $ 418.0 $ (0.4) $ (213.4) $ (213.8) $ 222.2 

Balance as at January 31,2015 $ 14.9 $ $ 806.9 $ 6.7 $ (257.7) $ (251.0) $ 570.8 

Net loss (67.9) (67.9) 

Other comprehensive income (loss) 

Gain on tbreign exchange 
derivatives. net of income tax 
expense of$7.1 13 19.2 19.2 19.2 

Reclassification of gain on foreign 
exchange derivatives, net of income 
tax expense of $6.9 13 (18.7) (18.7) (18.7) 

Remeasurement gain on net defined 
retirement benefit liability 19.21 50.8 50.8 50.8 

Total other comprehensive income 0.5 50.8 51.3 51.3 

Total comprehensive (loss) income (67.9) 0.5 50.8 51.3 (16.6) 

Balance as at January 30, 2016 $ 14.9 $ $ 739.0 $ 7.2 $ (206.9) $ (199.7) $ 554.2 

The accompanying notes are an integral part of these consolidated tinancia1 statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the 52-week periods ended January 28, 2017 and January 30, 2016 

(in CAD millions) Notes 2016 2015 

Cash flow used for operating activities 

Net loss $ (321.0) $ (67.9) 

Adjustments for: 

Depreciation and amortization expense 9,10 31.4 48.4 

Share-based compensation 22 3.1 (0.4) 

(Gain) loss on disposal of property, plant and equipment (4.4) 0.3 

Net impairment losses 9,10,28 52.3 63.3 

Gain on lease termination and sale and leaseback transactions 26 (105.9) (67.2) 

Gain on termination of credit card arrangement 27 (170.7) 

Finance costs 16,18,21 8.9 9.7 

Interest income 5 (7.2) (2.3) 

Retirement benefit plans expense 19 14.1 18.9 

Gain on settlement of retirement benefits 19 (5.1) 

Short-term disability expense 19 4.6 4.9 

Income tax expense 21 2.8 5.2 

Interest received 5 7.4 1.1 

Interest paid 16 (3.4) (2.7) 

Retirement benefit plans contributions 19 (43.5) (48.6) 

Income tax refunds, net 21 25.0 87.6 

Changes in non-cash working capital balances 32 0.1 (64.3) 

Changes in non-cash long-term assets and liabilities 33 (5.7) (11.7) 

(341.4) (201.5) 

Cash flow generated from investing activities 
Purchases of property, plant and equipment and intangible assets 9,10 (27.4) (45.4) 

Proceeds from sale of property, plant and equipment 3.1 0.3 

Proceeds from termination of credit card arrangement 27 174.0 

Net proceeds from lease termination and sale and leaseback 
transactions 26 295.0 130.0 

270.7 258.9 
Cash flow used for financing activities 

Interest paid on finance lease obligations 16,18 (1.7) (1.9) 

Repayment of long-term obligations (3.9) (3.9) 

(5.6) (5.8) 

Effect of exchange rate on cash at end of period (1.8) 3.3 

(Decrease) increase in cash (78.1) 54.9 

Cash at beginning of period $ 313.9 $ 259.0 

Cash at end of period 5 $ 235.8 $ 313.9 

The accompanying notes are an integral part of these consolidated financial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. General information 

Sears Canada Inc. is incorporated in Canada. The address of its registered office and principal place of business is 290 Yonge 
Street, Suite 700, Toronto, Ontario, Canada M5B 2C3. The principal activities of Sears Canada Inc. and its subsidiaries (the 
"Company") include the sale of goods and services through the Company's Retail channels, which includes its full-line department, 
Sears Home, Hometown, Outlet, Corbeil Electrique Inc. stores, and its Direct (catalogue/internet) channel. 

2. Significant accounting policies 

2.1 Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with International Financial Reporting 
Standards ("IFRS") as issued by the International Accounting Standards Board ("IASB"). 

2.2 Basis of preparation and presentation 

The principal accounting policies of the Company have been applied consistently in the preparation of its consolidated financial 
statements for all periods presented. These financial statements follow the same accounting policies and methods of application 
as those used in the preparation of the 2015 Annual Consolidated Financial Statements. The Company's significant accounting 
policies are detailed in Note 2. 

2.3 Basis of measurement 

The consolidated financial statements have been prepared on the historical cost basis, with the exception of certain financial 
instruments, measured at fair value, and the retirement benefit liability, which is the net total of retirement benefit plan assets and 
the present value of accrued retirement benefit plan obligations. Historical cost is generally based on the fair value of the 
consideration given in exchange for assets. 

2. 4 Basis of consolidation 

The consolidated financial statements incorporate the financial statements of the Company as well as all of its subsidiaries. 

The fiscal year of the Company consists of a 52 or 53-week period ending on the Saturday closest to January 31. The fiscal years 
for the 2016 and 2015 consolidated financial statements represent the 52-week period ended January 28, 2017 ("Fiscal 20 16" or 
"20 16") and the 52-week period ended January 30, 2016 ("Fiscal 20 15" or "20 15"), respectively. 

The Company's consolidated financial statements are presented in Canadian dollars, which is the Company's functional currency. 

2.5 Uses and sources of liquidity 

The Fiscal 2016 financial statements have been prepared on the basis of management's assessment of the Company's ability to 
continue as a going concern (the "assessment"). In determining whether the assessment is appropriate, management has considered 
available infonnation for the 12 months from the issuance of the Fiscal2016 financial statements. Management acknowledges 
that the Company continues to face a challenging competitive envirol)ment with recurring operating losses and negative cash flows 
from operating activities in the last five fiscal years. While the Company continues to focus on its overall profitability, it reported 
a net loss in Fiscal20 16 and the Company was required to fund cash used in operating activities with cash from investing activities. 
Management also considered the impact of the disclosures made by Sears Holdings Corporation ("Sears Holdings"), the beneficial 
holder of II. 7% of the common shares of the Company, with respect to Sears Holding's ability to continue operating on a going 
concern basis. In addition, management also evaluated its licensing arrangement with Sears Holdings (see Note 29), and assumed 
that there was no significant impact to its assessment. In the preparation of the Fiscal20 16 financial statements, management has 
applied significant judgments to determine that no material uncertainties exist related to events or conditions that cast significant 
doubt on the Company's ability to continue as a going concern. 

In response to the recurring operating losses and negative cash flows from operating activities, the Company has taken a number 
of actions to enhance its financial flexibility, to fund its ongoing business operations and to meet its obligations. During Fiscal 
2016, the Company completed a lease tennination and a series of sale and leaseback transactions, as described in Note 26, for total 
net proceeds of$295.0 million. Subsequentto Fiscal2016, the Company completed two sale and leaseback transactions, as described 
in Note 34, for a total consideration of $57.0 million less customary closing adjustments. 
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Subsequent to Fiscal 2016, the Company entered into a Credit Agreement (the "Term Credit Agreement") dated March 20, 2017 
with a syndicate of lenders for a five-year secured term loan (the "Term Loan") of up to $300.0 million. The Term Loan is in 
addition to the Company's existing $300.0 million secured revolving credit facility pursuantto a Credit Agreement (the "Amended 
Credit Facility") with a different syndicate of lenders dated September 10, 2010, as amended (see Note 16). As at January 28, 
2017, the Company had no funded borrowings on the Amended Credit Facility and the availability under the Amended Credit 
Facility was $192.3 million. The Amended Credit Facility matures on May 28, 2019. The Term Loan is available in two tranches: 
a first tranche of $125.0 million (before transaction fees) which was drawn in full on March 20, 2017, and a second tranche of up 
to a further $175.0 million (before transaction fees and to be secured by qualifYing owned and leased real estate), which is available 
to be drawn at the Company's option, subject to the satisfaction of various conditions including receipt of satisfactory appraisals 
and environmental reports. The Amended Credit Facility and the Term Credit Agreement are secured by a first charge on the 
Company's inventory, credit card receivables and related assets, and a selection of the Company's owned and leased real estate 
that is to be mutually agreed and which satisfies eligibility criteria. The respective rights of the lenders under the Term Credit 
Agreement and the lenders under the Amended Credit Facility as to the security and the priority of their security are governed by 
an intercreditor agreement between each group of lenders. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base formula that takes into account the 
value of inventory and receivables less applicable reserves. Similarly, availability under the Term Loan is also detennined pursuant 
to a borrowing base formula that also takes into account the value of the real estate that forms part of the security for the second 
tranche less applicable reserves. On a monthly basis, where the amount ofloans outstanding exceeds the amount of the applicable 
borrowing base, the Company is required to repay the amount of such excess. 

The Company has established a sales strategy on key merchandising initiatives and is actively working with suppliers to align 
future merchandise cost prices with more competitive out-the-door selling prices. With the expected higher margins and continued 
adjustments made to pricing and product assortment to better align to the market and customer preferences, the Company expects 
improved profitability in Fiscal 2017. 

If the Company's actual performance differs materially from its plans and continues to experience operating losses, and is not able 
to receive the full amount of the second tranche of the Term Credit Agreement, the Company may need to pursue additional sources 
of liquidity. Management expects that obtaining the additional liquidity from the second tranche up to a further $175.0 million 
(before transaction fees, to be secured by qualifYing owned and leased real estate), the continued focus on expense management 
and obtaining additional liquidity from the owned and leased properties, will provide the necessary cash position to support 
operations for 12 months from the issuance of the Fiscal 2016 financial statements. 

Based on the above significant judgments, the Company expects to end with a positive cash balance and continue as a going 
concern for 12 months from the issuance of the Fiscal 2016 financial statements. 

2.6 Segments 

The Company is comprised of one reportable segment, Merchandising. The Company's operations include the sale of goods and 
services through its operating segments, the Retail channels and the Direct channel. The Company's chief operating decision maker, 
identified as the Executive Chairman, allocates resources and assesses performance of the business and other activities at the 
operating segment level. 

2.7 Cash 

Cash is considered to be restricted when it is subject to contingent rights of a third party customer, vendor, government agency or 
financial institution. Cash is also considered to be restricted when it is pledged voluntarily as collateral under the senior secured 
revolving credit facility to provide additional security to lenders. 

2.8/nventories 

Inventories are measured at the lower of cost and net realizable value. Cost is determined using the weighted average cost method, 
based on individual items. The cost is comprised of the purchase price, plus the costs incurred in bringing the inventory to its 
present location and condition. Net realizable value is the estimated selling price in the ordinary course ofbusiness less the estimated 
costs to sell. Rebates and allowances received fi·om vendors are recognized as a reduction to the cost of inventory, unless the 
rebates clearly relate to the reimbursement of specific expenses. A provision for shrinkage and obsolescence is calculated based 
on historical experience. All inventories consist of finished goods. 

2.9 Property, plant and equipment 

Property, plant and equipment are measured at cost or deemed cost less accumulated depreciation and accumulated impaim1ent 
losses. Costs include expenditures that are directly attributable to the acquisition of the asset. Property, plant and equipment within 
one of the Company's retail stores and one ofthe Company's logistics centres have been classified as held for sale in the Consolidated 
Statements of Financial Position (see Note 28). · 
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When the significant parts of an item of property, plant and equipment have varying useful lives, they are accounted for as separate 
components of property, plant and equipment. Depreciation is calculated based on the depreciable amount of the asset or significant 
component thereof, if applicable, which is the cost of the asset or significant component less its residual value. Depreciation is 
recognized using the straight-line method for each significant component of an item of property, plant and equipment and is 
recorded in "Selling, administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 
The estimated useful lives are 2 to 13 years for equipment and fixtures and 10 to 50 years for buildings and building improvements. 
The estimated useful lives, residual values and depreciation methods for property, plant and equipment are reviewed annually and 
adjusted, if appropriate, with the effect of any changes in estimates accounted for on a prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease, unless it is reasonably certain that the Company will obtain ownership by the end of the 
lease term. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the proceeds from sale or the cost of retirement and the carrying amount of the asset, and is recognized in the Consolidated 
Statements ofNet Loss and Comprehensive Loss. 

For a discussion on the impairment of tangible assets, refer to Note 2.12. Property, plant and equipment are reviewed at the end 
of each reporting period to determine if there are any indicators of impairment. 

2.10 Investment properties 

The Company's investment properties consist of vacant land which is not currently used in its operations. Investment properties 
are measured at their deemed cost less accumulated impairment losses. 

The fair value of an investment property is estimated using observable data based on the CUITent cost of acquiring a comparable 
property within the market area and the capitalization of the property's anticipated revenue. The Company engages independent 
qualified third parties to conduct appraisals of its investment properties, when needed. 

The gain or loss arising from the disposal or retirement of an investment property is determined as the difference between the 
proceeds from sale or the cost of retirement, and the carrying amount of the asset, and is recognized in the Consolidated Statements 
ofNet Loss and Comprehensive Loss. 

For a discussion on the impairment of tangible assets, refer to Note 2.12. Investment properties are reviewed at the end of each 
reporting period to determine ifthere are any indicators of impairment. 

2.11 Intangible assets 

Intangible assets consist primarily of finite life purchased and internally developed software. Finite life intangible assets are carried 
at cost less accumulated amortization and accumulated impairment losses and are amortized on a straight-line basis over their 
estimated useful lives which range from 2 to 5 years. The useful lives of primarily all intangible assets are finite. Certain intangible 
assets have an indefinite useful life, as there is no foreseeable limit to the period during which the Company expects the assets to 
generate net cash inflows. Amortization expense is included in "Selling, administrative and other expenses" in the Consolidated 
Statements of Net Loss and Comprehensive Loss. The estimated useful lives and amortization methods for intangible assets are 
reviewed annually, with the effect of any changes in estimates being accounted for on a prospective basis. 

Internally developed software costs are capitalized when the following criteria are met: 

It is technically feasible to complete the software so that it will be available for use; 
The Company intends to complete the software product; 
The Company has an ability to use the software; 
The Company can demonstrate how the software will generate probable future economic benefits; 
Adequate technical, financial and other resources to complete the development and to use the software product are 
available; and 
The expenditure attributable to the software product during its development can be reliably measured. 

Costs that qualifY for capitalization are limited to those that are directly related to each software development project. 

2.12 Impairment of tangible assets and intangible assets 

At the end of each reporting period, the Company reviews property, plant and equipment, investment properties and intangible 
assets for indicators of impairment. If any such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual 
asset, the assets are then grouped together into the smallest group of assets that generate independent cash inflows from continuing 
use (the "cash generating unit" or "CGU") and a recoverable amount is estimated for that CGU. The Company has determined 
that its CGUs are primarily its retail stores. 
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Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual CGUs. 
Otherwise, they are allocated to the smallest group ofCGUs for which a reasonable and consistent allocation basis can be identified. 

If the recoverable amount of an asset or a CGU is estimated to be Jess than its carrying amount, the asset or CGU will be reduced 
to its recoverable amount and an impairment loss is recognized immediately. If an impairment for a CGU has been identified, an 
impairment loss is recognized as a reduction in the carrying amount of the assets included in the CGU on a pro rata basis. 

Where an impairment Joss subsequently reverses, the carrying amount of the asset or CGU is revised to an estimate ofits recoverable 
amount limited to the carrying amount that would have been determined (net of amortization or depreciation) had no impairment 
Joss been recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized immediately. 

2.13 Leasing arrangements 

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases. 

2.13 .1 The Company as lessor 

The Company has entered into a number of agreements to sub-lease premises to third parties. All sub-leases to third parties are 
classified as operating leases. Rental income from operating leases is recognized as a reduction of rent expense on a straight-line 
basis over the term of the lease. 

2.13.2 The Company as lessee 

Assets held under finance leases are initially recognized by the Company at the lower of the fair value of the asset and the present 
value of the minimum lease payments. The corresponding current and non-current liabilities to the lessor are included in the 
Consolidated Statements of Financial Position as a finance lease obligation in "Current portion of long-term obligations" and 
"Long-term obligations", respectively. The assets are depreciated using the same accounting policy as applicable to property, plant 
and equipment (see Note 2.9). 

Lease payments are apportioned between finance costs and the lease obligation in order to achieve a constant rate of interest on 
the remaining balance of the liability. The minimum lease payments are allocated between the land and building element in 
proportion to the relative fair values of the leasehold interests, in each of these elements of the lease. 

Assets under operating leases are not recognized by the Company. Operating lease payments are recognized in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

In the event that lease incentives are received from the landlord, such incentives are recognized as a liability. The aggregate benefit 
of incentives is recognized as a reduction of rental expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 

2.14 Retirement benefit plans 

The Company currently maintains a defined contribution and a defined benefit registered pension plan, which covers eligible 
regular full-time and part-time employees, a non-registered supplemental savings arrangement and a defined benefit non-pension· 
retirement plan, which provides life insurance, medical and dental benefits to eligible retired employees through a health and 
welfare trust. 

2.14.1 Defined contribution plan 

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed or matching contributions 
based on employee contributions into a separate legal entity and has no further legal or constructive obligation to pay additional 
amounts. Company contributions to the defined contribution retirement benefit plan are recognized as an expense when employees 
have rendered services entitling them to the contributions. 

2.14.2 Defined benefit plans 

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations prepared by independent qualified actuaries at least every three years. Remeasurements comprised of 
actuarial gains and losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding interest) are 
recognized immediately in the Consolidated Statements of Financial Position with a charge or credit to "Other comprehensive 
(loss) income, net of taxes" ("OCI") in the Consolidated Statements ofNet Loss and Comprehensive Loss, in the period in which 
they occur. The Company performs remeasurements at least annually. Remeasurements recorded in OCI are not subsequently 
reclassified into profit or loss. However, the entity may transfer those amounts recognized in OCI within "Accumulated other 
comprehensive Joss" ("AOCL") in the Consolidated Statements of Changes in Shareholders' Equity. Past service cost is recognized 
in profit or loss in the period of plan amendment. Net-interest is calculated by applying the discount rate to the net defined benefit 
liability or asset. 
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Defined benefit costs are split into three categories: 

service cost, past-service cost, gains and losses on curtailments and settlements; 
net interest expense or income; 
remeasurements. 

The Company presents the first two components of defined benefit costs in "Selling, administrative and other expenses" in the 
Consolidated Statements of Net Loss and Comprehensive Loss. 

Remeasurements are recorded in OCI. 

The retirement benefit obligation recognized in the Consolidated Statements of Financial Position represents the actual deficit or 
surplus in the Company's defined benefit plans. Any surplus resulting from this calculation is limited to the present value of any 
economic benefits available in the form of refunds from the plans or reductions in future contributions to the plans. 

2.14.3 Termination benefits 

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw the offer of the termination 
benefit and when the entity recognizes any related restructuring costs. 

2.15 Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable, excluding sales taxes. Revenue is reduced for 
estimated customer returns, discounts and other similar allowances. 

2.15.1 Saleofgoods 

Revenue from the sale of goods is recognized upon delivery of goods to the customer. In the case of goods sold in-store, delivery 
is generally complete at the point of sale. For goods subject to delivery such as furniture or major appliances, and goods sold online 
or through the catalogue, delivery is complete when the goods are delivered to the customers' selected final destination or picked 
up from a catalogue/online agent. In the case of goods subject to installation, such as home improvement products, revenue is 
recognized when the goods have been delivered and the installation is complete. 

2.15.2 Rendering of services 

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract. 

Extended warranty service contracts 

The Company sells extended warranty service contracts with terms of coverage generally between 12 and 60 months. Revenue 
from the sale of each contract is deferred and amortized on a straight-line basis over the term of the related contract. 

Product repail; handling and installation services 

Product repair, handling and installation services revenue is recognized once the services are complete. These services are performed 
within a short timeframe. 

2.15 .3 Commission and licensee fee revenue 

The Company earns commission revenue by selling various products and services that are provided by third parties, such as sales 
of travel services, home improvement products and insurance programs. As the Company is not the primary obligor in these 
transactions, these commissions are recognized upon sale of the related product or service. 

Fee revenue is received from a variety of licensees that operate in the Company's stores. Revenue earned is based on a percentage 
of licensee sales. Revenue is recorded upon sale of the related product or service. 

Revenue was received from JPMorgan Chase Bank, N.A. (Toronto Branch) ("JPMorgan Chase") relating to credit sales in Fiscal 
2015. Revenue was primarily based on a percentage of sales charged on the Sears Card or Sears MasterCard and was included in 
revenue when the sale occurred (see Note 27 for additional information). 

2.15 .4 Interest income 

Interest income is recognized when it is probable that the economic benefits will flow to the Company and the amount of income 
can be reliably measured. Interest income is accrued on a periodic basis by reference to the principal outstanding and the applicable 
interest rate. 

2.15 .5 Customer loyalty program 

The Sears Club Points Program (the "Program") allows members to earn points from eligible purchases made on any tender 
accepted by the Company. Members can then redeem points in accordance with the Program rewards schedule for merchandise. 
When points are earned, the Company defers revenue equal to the fair value of the awards adjusted for expected redemptions. 
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When awards are redeemed, the redemption value of the awards is charged against deferred revenue and recognized as revenue. 
The expected future redemption rates are reviewed on an ongoing basis and are adjusted based upon expected future activity. 

2.15.6 Gift cards 

The Company sells gift cards through its retail stores, websites and third parties with no administrative fee charges or expiration 
dates. No revenue is recognized at the time gift cards are sold. Revenue is recognized as a merchandise sale when the gift card is 
redeemed by the customer. The Company also recognizes income when the likelihood of the gift card being redeemed by the 
customer is remote, which is generally at the end of 18 months subsequent to issuance, estimated based on historical redemption 
patterns. 

2.15.7 Cost of goods and services sold 

Cost of goods and services sold includes the purchase price of merchandise sold, freight and handling costs incurred in preparing 
the related inventory for sale, installation costs incurred relating to the sale of goods subject to installation, write-downs taken on 
inventory during the period, physical inventory losses and costs of services provided during the period relating to services sold, 
less rebates from suppliers relating to merchandise sold. 

2.16 Foreign currency translation 

Transactions in currencies other than the Company's functional currency are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each reporting period, monetary assets and liabilities denominated in foreign currencies 
are retranslated to the functional currency at the exchange rates prevailing at that date. 

Exchange differences arising on re-translation are recognized in the Consolidated Statements of Net Loss and Comprehensive 
Loss in the period in which they arise, except for exchange differences on certain foreign currency hedging transactions (see Note 
13.3). 

Non-monetary assets and liabilities denominated in a foreign currency that are measured at historical cost are translated using the 
exchange rate at the date of the transaction and are not retranslated. 

2.17 Considerationfi'om a vendor 

The Company has arrangements with its vendors that provide for rebates subject to binding contractual agreements. Rebates on 
inventories subject to binding agreements are recognized as a reduction of the cost of sales or related inventories for the period, 
provided the rebates are probable and reasonably estimable. Rebates on advertising costs subject to binding agreements are 
recognized as a reduction of the advertising expense for the period, provided the rebates are probable and reasonably estimable. 

2.18 Taxation 

Income tax expense represents the sum of current tax expense and deferred tax expense. 

2.18.1 Current tax 

Tax currently payable or recoverable is based on taxable earnings or loss for the reporting period. Taxable income differs from 
earnings as reported in the Consolidated Statements of Net Loss and Comprehensive Loss, due to income or expenses that are 
taxable or deductible in other years and items that are not taxable or 9eductible for tax purposes. The Company's liability for 
current tax is calculated using tax rates that have been enacted or substantively enacted as at the end of the reporting period and 
includes any adjustments to taxes payable and/or taxes recoverable in respect of prior years. 

2.18.2 Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities and the corresponding 
tax bases used in the computation of taxable earnings or loss. 

Deferred tax liabilities are typically recognized for taxable temporary differences. Deferred tax assets are typically recognized for 
deductible temporary differences to the extent that it is probable that taxable income will be available, against which deductible 
temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary differences arise 
from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable net earnings or loss nor the accounting income or loss. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and written down to the extent that it 
is no longer probable that sufficient taxable income will be available to allow all or part of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applicable in the period in which the liability 
is settled or the asset is realized, based on tax rates and tax laws that have been enacted or substantively enacted by the end of the 
reporting period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and 
liabilities. 
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Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax 
liabilities, when they relate to income taxes levied by the same taxation authority and when the Company intends to settle its 
current tax assets and liabilities on a net basis. Deferred tax assets and liabilities are not discounted. 

2.18.3 Current and deferred tax for the period 

Current and deferred tax are recognized as a tax expense or recovery in the Consolidated Statements ofNet Loss and Comprehensive 
Loss, except when they relate to items that are recognized outside of earnings or loss (whether in OCI, or directly in equity), in 
which case, the tax is also recognized outside of earnings or loss, or where they arise from the initial accounting for a business 
combination. In the case of a business combination, the tax effect is included in the accounting for the business combination. 
Interest on the Company's tax position is recognized as a finance cost. 

2.19 Provisions 

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event, it is probable 
that the Company will be required to settle the obligation and a reliable estimate can be made for the amount of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end 
of the reporting period, taking into account the risks and uncertainties specific to the obligation. Where a provision is measured 
using the cash flow estimated to settle the present obligation, its carrying amount is the present value of such cash flows. 

When some or all of the economic resources required to settle a provision are expected to be recovered from a third party, a 
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably. 

2. I 9.1 Onerous contract provisions 

An onerous contract provision is recognized when the expected benefits to be derived by the Company from a contract are lower 
than the unavoidable cost of meeting its obligations. The provision is measured at the present value of the lower of the expected 
cost oftenninating the contract or the expected cost of continuing with the contract. Before a provision is established, the Company 
recognizes any impairment loss on the assets associated with that contract. The onerous contract provision is included in "Other 
provisions" as seen in Note 15. 

2.19.2 General liability provisions 

The Company purchases third party insurance for automobile, damage to a claimant's property or bodily injury from use of a 
product and general liability claims that exceed a certain dollar level. However, the Company is responsible for the payment of 
claims under these insured limits. In estimating the obligation associated with incurred losses, the Company utilizes actuarial 
methodologies which are based on historical data and validated by an independent third party. Loss estimates are adjusted based 
on actual claims settlements and reported claims (see Note 15). 

2.19.3 Warranty provisions 

An estimate for warranty provisions is made at the time the merchandise is sold based on historical warranty trends (see Note 15). 

2.19.4 Returns and allowances provisions 

Provisions for returns and allowances are made based on historical rates which represent the expected future outflow of economic 
resources on current sales (see Note 15). 

2.19.5 Environmental provisions 

The Company is exposed to environmental risks as an owner, lessor and lessee of property. Under federal and provincial laws, the 
owner, lessor or lessee could be liable for the costs of removal and remediation of certain hazardous substances on its properties 
or disposed of at other locations. The failure to remove or remediate such substances, if any, could lead to claims against the 
Company. The provision is based on assessments conducted by third parties, as well as historical data (see Note 15). 

2.20 Financial assets 

All financial assets are recognized and derecognized on the trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned. Financial 
assets are initially measured at fair value plus transaction costs, except for those financial assets at 'fair value through profit or 
loss' ("FVTPL") for which the transaction costs are expensed as incurred. 

Financial assets and liabilities are offset with the net amount presented in the Consolidated Statements of Financial Position when, 
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 
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Financial assets are classified into the following categories: financial assets at FVTPL, 'available-for-sale' ("AFS") financial assets 
and 'loans and receivables'. The classification depends on the nature and purpose of the financial assets and is determined at the 
time of initial recognition. 

2.20.1 Effective interest method 

The effective interest method calculates the amortized cost of a financial asset or financial liability and allocates interest income 
or expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash flow (including 
all fees on points paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or 
discounts) through the expected life of the financial instrument, or (where appropriate) a shorter period, to the net carrying amount 
on initial recognition. 

Interest income or expense is recognized on an effective interest basis for financial assets and financial liabilities other than those 
classified as at FVTPL. 

2.20.2 Financial assets at FVTPL 

Financial assets are classified at FVTPL when the financial asset is either held-for-trading or it is designated as at FVTPL. 

2.20.3 AFS financial assets 

Gains and losses arising from changes in fair value of AFS are recognized in OCI, with the exception of impairment losses, interest 
calculated using the effective interest method and foreign exchange gains and losses on monetary assets, which are recognized in 
"Selling, administrative and other expenses" or "Interest income" in the Consolidated Statements of Net Loss and Comprehensive 
Loss. Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss previously included in 
AOCL is reclassified to "Selling, administrative and other expenses" in the Consolidated StatementsofNet Loss and Comprehensive 
Loss. 

2.20.4 Loans and receivables 

Cash held by the bank and restricted cash are classified as 'loans and receivables' and are measured at amortized cost. 

Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an active market are also 
classified as 'loans and receivables'. Loans and receivables are measured at amortized cost using the effective interest method, 
less any impairment. Interest income is recognized by applying the effective interest rate, except for short-term receivables, where 
the recognition of interest would be immaterial. 

2.20.5 Impairment of financial assets 

Financial assets, other than those at FVTPL, are assessed for indicators ofimpaiiment at the end of each reporting period. Financial 
assets are considered to be impaired when there is objective evidence that the estimated future cash flow of the financial asset 
have been negatively affected as a result of events that have occurred after its initial recognition. 

For all financial assets, objective evidence of impairment could include: 

significant financial difficulty ofthe issuer or counterparty; or 
default or delinquency in interest or principal payments; or 
probability that the borrower wilfenter bankruptcy or financial reorganization. 

For financial assets caiTied at amortized cost, the amount of any impairment loss recognized is the difference between the asset's 
carrying amount and the present value of estimated future cash flow discounted at the financial asset's initial effective interest 
rate. When a subsequent event causes the amount of any impairment loss to decrease, the decrease in impainnent loss is reversed 
through the Consolidated Statements of Net Loss and Comprehensive Loss. 

The carrying amount of the financial asset is reduced by any impairment loss directly for all financial assets with the exception of 
trade receivables, where the caiTying amount is reduced through the use of an allowance account. When a trade receivable is 
considered uncollectible, its carrying amount is written off including any amounts previously recorded in the allowance account. 
Subsequent recoveries of amounts previously written off are credited to "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Loss and Comprehensive Loss. Changes in the carrying amount of the allowance account are also 
recognized in "Selling, administrative and other expenses". 

2.20 .6 Derecognition of financial assets 

The Company derecognizes a financial asset only when the contractual rights to the cash flow from the asset expire, or when 
substantially all the risks and rewards of ownership of the asset are transfeiTed to another entity. If the Company retains substantially 
all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the financial asset and 
also recognizes a collateralized borrowing for the proceeds received. 
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2.21 Financial liabilities and equity instruments 

2.21.1 Classification as debt or equity 

Debt and equity instruments are classified as eitherfinancialliabilities or as equity in accordance with the substance of the contractual 
arrangement. 

2.21.2 Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issuance costs. 

2.21.3 Financial liabilities 

Financial liabilities are recognized on the trade date at which the Company becomes a party to the contractual provisions of the 
instrument. Financial liabilities are classified as either financial liabilities at 'FVTPL' or 'other financial liabilities'. 

2.21.4 Financial liabilities at FVTPL 

Financial liabilities are classified as at FVTPL when they are either held-for-trading or designated as at FVTPL. Currently, the 
Company does not have any financial liabilities that have been designated as at FVTPL upon initial recognition. 

2.21.5 Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. Other financial 
liabilities are subsequently measured at amortized cost with interest expense recognized on an effective interest method. 

The Company amortizes debt issuance transaction costs over the life of the debt using the effective interest method. 

2.21.6 Derecognition of financial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, cancelled or 
expired. 

2.22 Derivative financial instruments 

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign exchange 
rate risk, including foreign exchange forward contracts and interest rate swaps. Further details on derivative financial instruments 
are disclosed in Note 13. 

Derivatives are initially recognized at fair value at the date the derivative contract is entered into and are subsequently remeasured 
to their fair value at the end of each reporting period. The resulting gain or loss is recognized immediately in "Selling, administrative 
and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss, unless the derivative is designated and 
effective as a hedging instrument, in which case, the timing of the recognition depends on the nature of the hedge relationship. 
The Company designates certain derivatives as hedges of highly probable forecasted transactions or hedges of foreign currency 
risk of firm commitments (cash flow hedges). 

A derivative with a positive fair value is recognized as a financial asset, whereas a derivative with a negative fair value is recognized 
as a financial liability. A derivative is presented as a non-current asset·or a non-current liability if the remaining maturity of the 
instrument is more than 12 months and it is not expected to be realized or settled within 12 months. Other derivatives are presented 
as current assets or current liabilities. 

2.22.1 Hedge accounting 

The Company designates certain hedging instruments, which include derivatives, as cash flow hedges. Hedges of foreign exchange 
risk on firm commitments are accounted for as cash flow hedges. 

At the inception of the hedging relationship, the Company documents the relationship between the hedging instrument and the 
hedged item, along with its risk management objectives and its strategy for undertaking various hedging transactions. At the 
inception of the hedge and on an ongoing basis, the Company documents whether the hedging instrument is highly effective in 
offsetting changes in fair values or cash flows of the hedged item. 

Note 13 sets out details of the fair values of the derivative instruments used for hedging purposes. 

60 

639 



2.22.2 Cash flow hedges 

The effective portion of changes in the fair value of derivatives that are designated and qualifY as cash flow hedges is recognized 
in OCI. The gain or loss relating to the ineffective portion is recognized immediately in "Selling, administrative and other expenses" 
in the Consolidated Statements of Net Loss and Comprehensive Loss. Amounts previously recognized in OCI and accumulated 
in AOCL within equity are reclassified in the periods when the hedged items are recognized (i.e. to "Cost of goods and services 
sold" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

Hedge accounting is discontinued when the Company revokes the hedging relationship, when the hedging instrument expires or 
is sold, terminated, or exercised, or when it no longer qualifies for hedge accounting. Any gains or losses accumulated in AOCL 
within equity at the time of discontinuation remain in equity and are transferred to "Cost of goods and services sold" in the 
Consolidated Statements of Net Loss and Comprehensive Loss when the forecasted transaction is ultimately recognized. When a 
forecasted transaction is no longer expected to occur, the gains or losses accumulated in equity are recognized immediately. 

2.23 Net loss per share 

Net loss per share is calculated using the weighted average number of shares outstanding during the reporting period. Diluted net 
loss per share is determined using the 'treasury stock method,' which considers the potential for the issuance of new shares created 
by unexercised in-the-money options, if any such options are outstanding. 

2.24 Share-based compensation 

The Company granted restricted share units ("RSUs") to an employee in Fiscal2015 under an equity-based compensation plan. 
For equity-settled awards, the fair value of the grant of RSUs is recognized as a compensation expense over the period that the 
related service is rendered with a corresponding increase in equity. The total amount expensed is recognized over a three-year 
vesting period on a tranche basis, which is the period over which all of the specified vesting conditions are to be satisfied. At each 
balance sheet date, the estimate of the number of equity interests that are expected to vest is revised. The impact of the revision 
to original estimates, if any, is recognized in "Selling, administrative and other expenses" in the Consolidated Statements of Net 
Loss and Comprehensive Loss. 

3. Issued standards not yet adopted 

The Company monitors the standard setting process for new standards and interpretations issued by the IASB that the Company 
may be required to adopt in the future. 

In January 2016, the IASB issued the following new standard: 

!FRS 16, Leases ("'!FRS 16") 

IFRS 16 replaces lAS 17, Leases ("lAS 17''). This standard will bring most leases on-balance sheet for lessees under a 
single model, eliminating the distinction between operating and financing leases. Lessor accounting remains largely 
unchanged and the distinction between operating and finance leases is retained. Adoption of I FRS 16 is mandatory and 
will be effective for annual periods beginning on or after January I, 2019 with earlier adoption permitted. During Fiscal 
2016, the Company has formed an implementation team who is currently in the process of assessing the impact of adopting 
this standard o~ the Company's consolidated financial statements and related note disclosures. 

In July 2014, the IASB issued the final publication ofthe following standard: 

!FRS 9, Financial Instruments ("'!FRS 9") 

IFRS 9 replaces lAS 39, Financial Instruments: Recognition and Measurement ("!AS 39"). This standard establishes 
principles for the financial reporting of financial assets and financial liabilities that will present relevant and useful 
information to users of financial statements for their assessment of the amounts, timing and uncertainty of an entity's 
future cash flows. This standard also includes a new general hedge accounting standard which will align hedge accounting 
more closely with risk management. It does not fully change the types of hedging relationships or the requirement to 
measure and recognize ineffectiveness, however, it will permit more hedging strategies that are used for risk management 
to qualifY for hedge accounting and introduce more judgment to assess the effectiveness of a hedging relationship. Adoption 
ofiFRS 9 is mandatory and will be effective for annual periods beginning on or after January I, 2018 with earlier adoption 
permitted. During Fiscal 2016, the Company has formed an implementation team who is currently in the process of 
assessing the impact of adopting this standard on the Company's consolidated financial statements and related note 
disclosures. 
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In May 2014, the IASB issued the following new standard: 

!FRS 15, Revenue from Contracts with Customers ("!FRS 15 ") 

IFRS 15 replaces lAS 11, Construction Contracts, and lAS 18, Revenue, as well as various interpretations regarding 
revenue. This standard introduces a single model for recognizing revenue that applies to all contracts with customers, 
except for contracts that are within the scope of standards on leases, insurance and financial instruments. This standard 
also requires enhanced disclosures. Adoption ofiFRS 15 is mandatory and will be effective for annual periods beginning 
on or after January 1, 2018, with earlier adoption permitted. During Fiscal 2016, the Company has formed an 
implementation team who is currently in the process of assessing the impact of adopting this standard on the Company's 
consolidated financial statements and related note disclosures. 

4. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company's accounting policies, management is required to make judgments, estimates and assumptions 
with regards to the carrying amounts of assets and liabilities that are not n:adily apparent from other sources. The estimates and 
underlying assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of 
the revision and future periods, if the revision affects both current and future periods. 

The following are the critical judgments that management has made in the process of applying the Company's accounting policies, 
key assumptions concerning the future and other key sources of estimation uncertainty that have the potential to materially impact 
the carrying amounts of assets and liabilities. 

4.1 Legal liabilities 

Assessing the financial outcome of uncertain legal positions requires judgment to be made regarding the relative merits of each 
claim and the extent to which a claim is likely to be successful. The assessments are based on reviews conducted by internal and 
external counsel, when appropriate. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge orcreditto "Selling, administrative and other expenses" in the Consolidated StatementsofNet Loss and Comprehensive 
Loss. For additional information, see Note 15. 

4.2 Inventory 

4.2.1 Obsolescence, valuation and inventory stock losses 

Inventory is written down to reflect future losses on the disposition of obsolete merchandise. Future losses are estimated based on 
historical trends that vary depending on the type of inventory. 

An adjustment is made each period to value inventory at the lower of cost and net realizable value. This adjustment is estimated 
based on historical trends that vary depending on the type of inventory. 

Inventory is adjusted to reflect estimated inventory stock losses incurred in the year based on recent historical inventory count 
d~L . 

4.2.2 Vendor rebates 

Inventory is adjusted to reflect vendor rebates received or receivable based on vendor agreements. This adjustment is estimated 
based on historical data and current vendor agreements. 

4.2.3 Freight 

Inbound freight incurred to bring inventory to its present location is estimated each reporting period and is included in the cost of 
inventory. This estimate is based on historical freight costs incurred. 

Changes in estimates may result in changes to "Inventories" on the Consolidated Statements of Financial Position and a charge 
or credit to "Cost of goods and services sold" in the Consolidated Statements of Net Loss and Comprehensive Loss. For additional 
information, see Note 7. 
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4.3Jmpairment of property, plant and equipment and intangible assets 

The Company's property, plant and equipment and intangible assets have been allocated to CGUs. At the end of each reporting 
period, the carrying amounts of property, plant and equipment and intangible assets are assessed to determine if there is any 
evidence that an asset is impaired. Determining if there are any facts and circumstances indicating impairment loss is a subjective 
process involving judgment and a number of estimates and assumptions. If there are such facts and circumstances, the recoverable 
amount of the asset is estimated. 

Assets that cannot be tested individually for impairment are grouped into the smallest group of assets that generates cash inflows 
through continued use that are largely independent of the cash inflows from other assets or groups of assets (cash generating unit 
or CGU). 

The recoverable amount of an asset or a CGU is the higher of its value in use and fair value less costs to sell. To determine value 
in use, expected future cash flows are discounted using a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the asset or CGU. In the process of measuring expected future cash flows, the Company makes 
assumptions about future operating profit. These assumptions relate to future events and circumstances. Although the assumptions 
are based on market information available at the time of the assessment, actual results may vary. 

The Company's corporate and intangible assets do not generate separate cash flows. I fthere is evidence that a corporate or intangible 
asset is impaired, the recoverable amount is determined for the CGU to which the corporate asset belongs. Impairments are recorded 
when the carrying amount of the CGU to which the corporate asset belongs is higher than its recoverable amount. 

Changes in estimates may result in changes to "Property, plant and equipment" and "Intangible assets" on the Consolidated 
Statements of Financial Position and a charge or credit to "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Loss and Comprehensive Loss. For additional information, see Note 9 and Note 10. 

4.4 Retirement benefit liability 

The retirement benefit liability is estimated based on certain actuarial assumptions, including the discount rate, inflation rate, salary 
growth and mortality rates. New regulations and market driven changes may impact the assumptions made. 

Changes in estimates may result in changes to the "Retirement benefit liability" on the Consolidated Statements of Financial 
Position and a charge or credit to "Selling, administrative and other expenses" and OCI in the Consolidated Statements of Net 
Loss and Comprehensive Loss. For additional information, see Note 19. 

4. 5 Loyalty program deferred revenue 

The fair value of Sears Club points granted is deferred at the time of the related initial sale transaction and is recognized upon 
redemption of the points for merchandise. The redemption value of the points is estimated at the initial sale transaction, based on 
historical behaviour and trends in redemption rates and redemption values, as well as an adjustment for the percentage of points 
that are expected to be converted to reward cards, but for which the likelihood of redemption is remote ("reward card breakage"). 

Changes in estimates may result in changes to "Deferred revenue" (current) on the Consolidated Statements of Financial Position 
and an increase or decrease to "Revenue" in the Consolidated Statements of Net Loss and Comprehensive Loss. For additional 
information, see Note 12. 

4. 6 Derivative assets and liabilities 

All derivatives are measured at fair value. U.S. dollar forward contracts are traded over-the-counter and give holders the right to 
buy a specified amount of U.S. currency at an agreed upon price and date in the future. Fair values of the U.S. dollar forward 
contracts is estimated by discounting the difference between the contractual forward price and the current forward price for the 
residual maturity of the contract using a risk-free interest rate. The fair value offuel swaps is based on counterparty confinnations 
tested for reasonableness by discounting estimated future cash flows derived from the terms and maturity of each contract using 
market fuel prices at the measurement date. The Company is required to estimate various inputs which are used in these calculations 
that are a combination of quoted prices and observable market inputs. The fair values of derivatives include an adjustment for 
credit risk when appropriate. 

Changes in estimates may result in changes to "Derivative financial assets" and "Derivative financial liabilities" on the Consolidated 
Statements of Financial Position and a charge or credit to "Cost of goods and services sold", "Selling, administrative and other 
expenses" or OCI in the Consolidated Statements ofNet Loss and Comprehensive Loss. For additional information, see Note 13. 

4. 7 Provisions 

Provisions are estimated based on historical data, cost estimates provided by specialists and future projections. 

Changes in estimates or assumptions could cause changes to "Provisions" on the Consolidated Statements of Financial Position 
and a charge or credit to "Revenue", "Cost of goods and services sold" or "Selling, administrative and other expenses" in the 
Consolidated Statements ofNet Loss and Comprehensive Loss. For additional information, see Note 15. 
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4.8 Leasing arrangements 

The Company has applied judgment in the classification of its leasing arrangements, which is detem1ined at the inception of the 
lease and is based on the substance of the transaction, rather than its legal form. The Company's leases were evaluated based on 
certain significant assumptions including the discount rate, economic life of an asset, lease term and existence of a bargain renewal 
option. 

Changes in estimates or assumptions could cause changes to "Property, plant and equipment", "Current portion of long-term 
obligations" and "Long-term obligations" on the Consolidated Statements of Financial Position and a charge or credit to "Selling, 
administrative and other expenses" and "Finance costs" in the Consolidated Statements ofNet Loss and Comprehensive Loss. For 
additional information, see Note 18. 

4.9 Taxes 

In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, certain matters are periodically challenged by tax authorities. The Company 
applies judgment and routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits. If the 
result of a tax audit materially differs from the existing provisions, the Company's effective tax rate and its net loss will be affected 
positively or negatively. The Company also uses judgment in assessing the likelihood that deferred income tax assets will be 
recovered from future taxable income by considering factors such as the reversal of deferred income tax liabilities, projected future 
taxable income, tax planning strategies and changes in tax laws. 

Changes in estimates or assumptions could cause changes to "Income taxes recoverable", "Deferred tax assets", "Other long-term 
assets", "Income and other taxes payable" and "Deferred tax liabilities" on the Consolidated Statements of Financial Position and 
a charge or credit to "Income tax (expense) recovery" in the Consolidated Statements ofNet Loss and Comprehensive Loss. For 
additional information, see Note 21. 

4.10 Gift cards 

The gift card liability is based on the total amount of gift cards outstanding which have not yet been redeemed by customers. The 
Company also recognizes income when the likelihood of redeeming the gift card is remote ("gift card breakage"). Gift card breakage 
is estimated based on historical redemption patterns. Changes in estimates of the redemption patterns may result in changes to 
"Deferred revenue" (current) on the Consolidated Statements of Financial Position and an increase or decrease to "Revenue" in 
the Consolidated Statements ofNet Loss and Comprehensive Loss. 

5. Cash and interest income 

Cash 

The components of cash were as follows: 

(in CAD millions) 

Cash 

Restricted cash 

Total cash 

$ 

$ 

As at As at 
January 28, 2017 January 30, 2016 

134.7 $ 306.9 

101.1 7.0 

235.8 $ 313.9 

As atJanuary 28, 2017, restricted cash of $100.0 million (January 30, 2016: nil) was pledged voluntarily as collateral under the 
senior secured revolving credit facility to provide additional security to lenders. The other components of restricted cash are further 
discussed in Note 20. 

Interest income 

Interest income for the fiscal year ended January 28,2017 totaled $7.2 million (2015: $2.3 million). During Fiscal2016, the 
Company received $7.4 million (20 I 5: $1.1 million) in cash related to interest income. Interest income for the fiscal year ended 
January 28, 2017 of$3.1 million (20 15: $1.1 million) related to refund interest on net cash income tax receipts (see Note 21 for 
additional information), $1.7 million related to interest income recognized on maturity of an investment, with the balance related 
primarily to cash. 
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6. Accounts receivable, net 

The components of accounts receivable, net were as follows: 

(in CAD millions) 

Deferred receivables 

Other receivables 

Total accounts receivable, net 

$ 

$ 

As at 
January 28,2017 

0.2 $ 

66.9 

67.1 $ 

As at 
January 30, 2016 

0.2 

59.2 

59.4 

Other receivables primarily consist of amounts due from customers and amounts due from vendors. 

Included in the accounts receivable balances above are amounts that are past due but are not provided for, as the Company considers 
the balances to be collectible. These past due accounts receivable balances are listed below: 

(in CAD millions) 

Greater than 30 days 

Greater than 60 days 

Greater than 90 days 

Total 

$ 

$ 

As at 
January 28,2017 

9.9 

3.4 

11.6 

24.9 

As at 
January 30, 2016 

$ 5.1 

2.4 

8.3 

$ 15.8 

The following is a continuity of the Company's allowances for uncollectable accounts receivable: 

(in CAD millions) 

Allowances, beginning of year 

Net additions (write-off) 

Allowances, end of year 

7. Inventories 

$ 

$ 

As at 
January 28,2017 

6.0 

0.1 

6.1 

As at 
January 30, 2016 

$ 8.3 

(2.3) 

$ 6.0 

The amount of inventory recognized as an expense during Fiscal 2016 was $1,700.8 million (2015: $1,943.8 million), which 
included $42.6 million (2015: $66.2 million) of inventory write-downs to reduce the carrying amount of inventory to net realizable 
value. These expenses were included in "Cost of goods and services sold" in the Consolidated Statements of Net Loss and 
Comprehensive Loss. Inventory write-downs included reversals of prior period inventory write-downs for Fisca12016 of$3.1 
million (2015: $I .6 million), due to an increase in net realizable value. 

8. Prepaid expenses 

The components of prepaid expenses wer~ as follows: 

(in CAD millions) 

Rent 

Contracts 

Supplies 

Insurance 

Other 

Total prepaid expenses 

$ 

$ 

65 

As at 
January 28,2017 

9.5 

13.7 

3.0 

1.0 

7.3 

34.5 

As at 
January 30,2016 

$ 10.7 

11.5 

2.8 

0.8 

5.2 

$ 31.0 
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9. Property, plant and equipment and investment properties 

The following is a continuity of property, plant and equipment: 

Buildings and Finance Finance Equipment 
Leasehold Lease Lease and 

(in CAD millions) Land Improvements Buildings Equipment Fixtures Total 

Cost or deemed cost 

Balance at January 31, 2015 $ 228.4 $ 1,086.4 $ 41.5 $ 1.0 $ 1,136.0 $ 2,493.3 

Additions 14.0 0.1 9.6 23.7 

Disposals (52.1) (16.3) (3.5) (13.7) (85.6) 

Net movement to assets held for sale 2 (2.5) (16.3) (7.0) (25.8) 

Balance at January 30,2016 $ 173.8 $ 1,067.8 $ 38.0 $ 1.1 $ 1,124.9 $ 2,405.6 

Additions 13.6 11.5 25.1 

Disposals (57.2) (84.2) (5.0) (40.7) (187.1) 

Net movement to assets held for sale 2 (45.0) (130.0) (36.0) (211.0) 

Balance at January 28, 2017 $ 71.6 $ 867.2 $ 33.0 $ 1.1 $ 1,059.7 $ 2,032.6 

Accumulated depreciation and impairment 

Balance at January 31,2015 $ $ 847.9 $ 34.1 $ 0.5 $ 1,043.2 $ 1,925.7 

Depreciation expense 1 19.7 2.0 0.3 22.9 44.9 

Disposals (15.6) (3.5) (13.7) (32.8) 

Net impairment losses 1 10.5 5.4 23.3 39.2 

Net movement to assets held for sale 2 (8.5) (7.0) (15.5) 

Balance at January 30, 2016 $ $ 854.0 $ 38.0 $ 0.8 $ 1,068.7 $ 1,961.5 

Depreciation expense 1 11.7 0.3 15.6 27;6 

Disposals (38.1) (5.0) (38.1) (81.2) 

Impairment losses 1 8.9 15.2 24.1 

Net movement to assets held for sale 2 (91.9) (34.6) (126.5) 

Balance at January 28,2017 $ $ 744.6 $ 33.0 $ 1.1 $ 1,026.8 $ 1,805.5 

Net balance at January 28,2017 $ 71.6 $ 122.6 $ $ $ 32.9 $ 227.1 

Net balance at January 30, 2016 $ 173.8 $ 213.8 $ $ 0.3 $ 56.2 $ 444.1 

/Jepreciotionexpense and impairment losses art! included in ",\'el/ing, administratil'e and other expenses" in the ( 'onsolidated Statements l?{ Net Loss and 
( 'omprehensil·e Loss. 

Represl!nts the halances related to certain retail stores am/logistics ce111res. Refi!r to NoJe 2R "Assets classtfled as heldfor sale "for addi(ional il~{ormation. 

Impairment losses 

The Company performed an impairment analysis on its CGUs as required by lAS 36, Impairment of Assets. The net impairment 
losses (reversals) recognized for the cun·ent and prior fiscal years were as follows: 

(in CAD millions) 2016 2015 

Sears full-line department stores $ 11.6 $ 43.1 

Direct channel 10.5 6.5 

Other 2.0 4.7 

Distribution centre (15.1) 

Total net impairment losses $ 24.1 $ 39.2 

66 



The impainnent losses were due to indicators (in particular a decrease in revenue or decrease in cash flows) that the recoverable 
amounts were less than the carrying values. The·recoverable amounts of the CGUs tested were detennined as the higher of fair 
value less costs to sell, or value in use. In calculating fair value less costs to sell, the Company conducted appraisals of certain 
land and building properties that it owned or leased, with the assistance of independent qualified third party appraisers. The valuation 
methods used to determine fair value included the direct capitalization and discounted cash flow methods for buildings and the 
direct sales comparison for land. In calculating value in use, the Company used the present value of the estimated cash flows over 
management's best estimate of the useful life of the CGUs' assets, as applicable. A pre-tax discount rate of 14.0% was based on 
management's best estimate of the CGUs' weighted average cost of capital considering the risks facing the CGUs. 

Impairment reversal 

In prior years, an impainnent loss of $44.4 million was recorded related to the Montreal distribution centre. During Fiscal 2015, 
an impainnentreversal of$15.1 million was included in "Selling, administrative and other expenses" in the Consolidated Statements 
of Net Loss and Comprehensive Loss in Fisca12015. The impainnent reversal was included in the net impainnent losses for 2015 
in "Buildings and Leasehold Improvements." 

Investment properties 

Investment properties owned by the Company represent vacant land with no operating activity. During Fiscal 2016, there were 
disposals of $19.7 million of investment properties and no additions, impainnent losses or reversals. 

As at January 28,2017, the carrying value was $2.0 million of which nil was included in "Assets held for sale" (January 30,2016: 
$21.7 million of which $4.7 million was included in "Assets held for sale"). The fair value of investment properties was $2.8 
million (January 30, 2016: $30.3 million). The fair value of the investment prope1ties are classified within Level3 of the fair value 
hierarchy (described further in Note 13.6). The Company engaged independent qualified third party appraisers to conduct appraisals 
and the fair value was determined using direct sales comparisons. 

10. Intangible assets 

The following is a continuity of intangible assets: 

Information 
Application System Software and 

(in CAD millions) Software Other Total 

Cost or deemed cost 

Balance at January 31, 2015 $ 66.0 $ 136.2 $ 202.2 

Additions 27.1 3.0 30.1 

Disposals (0.1) (0.1) 

Balance at January 30, 2016 $ 93.1 $ 139.1 $ 232.2 

Additions 3.2 0.1 3.3 

Disposals (0.1) (0.1) 

Balance at January 28, 2017 $ 96.3 $ 139.1 $ 235.4 

Accumulated amortization 

Balance at January 31, 2015 $ 57.2 $ 128.8 $ 186.0 

Amortization expense 1 3.4 0.1 3.5 

Disposals (0.1) (0.1) 

Impairment losses 1 20.3 20.3 

Balance at January 30, 2016 $ 80.9 $ 128.8 $ 209.7 

Amortization expense 3.7 0.1 3.8 

Disposals 

Jmpainnent losses 1 I 1.1 8.8 19.9 
Balance at January 28, 2017 $ 95.7 $ 137.7 $ 233.4 

Net balance at January 28, 2017 $ 0.6 $ 1.4 $ 2.0 

Net balance at January 30, 2016 $ 12.2 $ 10.3 $ 22.5 

Amortization expense am/ impairment losses art! induded in "Selling. administrati\·e and other expenses" in the Com·mlidated ,)'tatements of Net Loss and ( 'omprehensil'e 
Loss. 
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Impairment loss 

During Fisca12016, the Company recognized an impaiiment loss of$19.9 million (2015: $20.3 million) on intangible assets of a 
number of Sears full-line department stores, Sears Home stores, Hometown stores, Sears Travel locations, the Direct channel and 
Sears Home Services. The impairment loss was due to indicators (in particular a decrease in revenue or decrease in cash flows) 
that the recoverable amount was less than the carrying value. The loss was included in "Selling, administrative and other expenses" 
in the Consolidated Statements of Net Loss and Comprehensive Loss. 

11. Other long-term assets 

The components of other long-term assets were as follows: 

(in CAD millions) 

Income taxes recoverable 

Prepaid rent 

Receivables 

Investments 

Unamortized debt transaction costs 

Other long-term assets 

12. Deferred revenue 

The components of deferred revenue were as follows: 

(in CAD millions) 

Arising from extended warranty service contracts (i) 

Arising from unshipped sales (ii) 

Arising from customer loyalty program (iii) 

Arising from gift card issuances (•vi 

Other(v) 

Total deferred revenue 

Current 

Non-current 

Total deferred revenue 

As at 
January 28, 2017 

$ 

4.8 

0.1 

2.4 

$ 7.3 

As at 
January 28, 2017 

$ 122.7 

40.4 

29.5 

8.1 

4.8 

$ 205.5 

$ 136.1 

69.4 

$ 205.5 

The following explanations describe the Company's deferred revenue: 

As at 
January 30,2016 

$ 3.8 
5.2 

1.8 

1.3 

3.2 

$ 15.3 

As at 
January 30, 2016 

$ 131.2 

50.8 

34.1 

10.7 

5.7 

$ 232.5 

$ 158.3 

74.2 

$ 232.5 

(i) Deferred revenue arising from the sale of extended warranty service contracts, which provide coverage for product repair 
services over the term of the contracts. 

(ii) Deferred revenue arising from the sale of merchandise which has not yet been delivered to or picked up by the customer. 
The revenue is recognized once the merchandise is delivered to the customer. 

(iii) Defened revenue arising from the Sears Club loyalty program. 

(iv) Deferred revenue arising from the purchase of gift cards by customers that have not yet been redeemed for merchandise. 
The revenue is recognized primarily upon redemption of the gift card. 

(v) Other includes deferred revenue for services that have not yet been fully rendered. The revenue is recognized when the 
goods have been delivered or by reference to the stage of completion of the service. 
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13. Financial instruments 

In the ordinary course of business, the Company enters into financial agreements with banks and other financial institutions to 
reduce underlying risks associated with interest rates, foreign currency, and commodity prices. The Company does not hold or 
issue derivative financial instruments for trading or speculative purposes. 

Financial instrument risk management 

The Company is exposed to credit, liquidity and market risk as a result of holding financial instruments. Market risk consists of 
foreign exchange, interest rate, fuel price and natural gas price risk. 

13.1 Credit risk 

Credit risk refers to the possibility that the Company can suffer financial losses due to the failure of the Company's counterparties 
to meet their payment obligations. Exposure to credit risk exists for derivative instruments, cash, accounts receivable and other 
long-term assets. 

Cash, accounts receivable, derivative instruments and investments included in other long-term assets totaling $303.0 million as at 
January 28, 2017 (January 30, 2016: $381.2 million) expose the Company to credit risk should the borrower default on maturity 
of the instruments. The Company manages this exposure through policies that require borrowers to have a minimum credit rating 
of A, and limiting investments with individual borrowers at maximum levels based on credit rating. 

The Company is exposed to minimal credit risk from third parties as a result of ongoing credit evaluations and review of accounts 
receivable collectability. An allowance account included in "Accounts receivable, net" in the Consolidated Statements ofFinancial 
Position totaled $6.1 million as at January 28, 2017 (January 30, 2016: $6.0 million). As at January 28, 2017, no individual party 
represented 10.0% or more of the Company's net accounts receivable (January 30,2016: no individual party represented 10% or 
more of the Company's net accounts receivable). 

13.2 Liquidity risk 

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they come due. The 
Company actively maintains access to adequate funding sources to seek to ensure it has sufficient available funds to meet current 
and foreseeable financial requirements at a reasonable cost. 

The following table summarizes the carrying amount and the contractual maturities of both the interest and principal portion of 
significant financial liabilities as at January 28, 2017: 

(in CAD mi11ions) 

Accounts payable and accrued 
liabilities 
Finance lease obligations including 
payments due within one year 1 

Operating lease obligations 2 

Royalties 2 

Purchase agreements 2
•
3 

Retirement benefit plans obligations 4 

$ 

$ 

Carrying 
Amount 

319.8 $ 

20.3 

308.6 

648.7 $ 

Total 

319.8 $ 

24.6 

380.2 

I 1.6 

22.4 

207.4 

966.0 $ 

Contractual Cash Flow Maturities 

Within 1 year to 3 years to 
1 year 3 years 5 years 

319.8 $ $ 

5.0 9.9 6.9 

82.9 135.5 85.8 

3.1 5.9 2.6 

15.2 6.7 0.5 

47.9 88.4 71.1 

473.9 $ 246.4 $ 166.9 

$ 

$ 

Beyond 
5 years 

2.8 

76.0 

78.8 

('ash .flow maturities related Jofinance lease oh/igations, including pa.yments due within one year. include annual interest on finance lease ohligations at a weighted 
are rage rate qf 7. 7%. 

Operating lease ohligations. n~va/ties and certain purchase agreements are not reported in the ( 'onmlidmed .\'tatenu!nls l?{ Financial Position. 

C'ertainrendm:\· require minimum purchase commitment!f!rds orer the term l?{the contract. A portion of these ohligations are included in ··other lon[!.-lermliahilities'' 
in the ( 'onso/idated Stateme/1/s l?{ Financial Position. 

Payments are hast!d on afwuling raluation as at /Jecemher 3/, 2015which 1ras completed on Septemher17, 2016. A1~v ohligathm heyond 10211rould hi! based on a 
funding raluationro he completed as at Decem her 31, 101H or t!arlier at the ( 'ompany·s discretion. 

Market risk 

Market risk exists as a result of the potential for losses caused by changes in market factors such as foreign currency exchange 
rates, interest rates and commodity prices. 
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13.3 Foreign exchange risk 

The Company enters into foreign exchange contracts to reduce the foreign exchange risk with respect to U.S. dollar denominated 
assets and liabilities and purchases of goods or services. As at January 28, 2017, there were forward contracts outstanding with a 
notional value ofU.S. $82.0 million (January 30,2016: U.S. $168.0 million) and a fair value of$0.6 million included in "Derivative 
financial liabilities" (January 30,2016: $6.6 million included in "Derivative financial assets") in the Consolidated Statements of 
Financial Position. These derivative contracts have settlement dates extending to June 2017. The intrinsic value portion of these 
derivatives has been designated as a cash flow hedge for hedge accounting treatment under lAS 39. These contracts are intended 
to reduce the foreign exchange risk with respect to anticipated purchases of U.S. dollar denominated goods purchased for resale 
("hedged item"). As at January 28, 2017, the designated portion of these hedges was considered effective. 

While the notional principal of these outstanding financial instruments is not recorded in the Consolidated Statements ofFinancial 
Position, the fair value of the contracts is included in "Derivative financial assets" or "Derivative financial liabilities", depending 
on the fair value, and classified as current or long-term, depending on the maturities of the outstanding contracts. Changes in the 
fair value of the designated portion of contracts are included in OCI for cash flow hedges, to the extent the designated portion of 
the hedges continues to be effective, with any ineffective portion included in "Cost of goods and services sold" in the Consolidated 
Statements of Net Loss and Comprehensive Loss. Amounts previously included in OCI are reclassified to "Cost of goods and 
services sold" in the same period in which the hedged item impacts net loss. 

During Fiscal2016, the Company recorded a gain of$1.1 million (2015: loss of$3.2 million), in "Selling, administrative and other 
expenses" in the Consolidated Statements ofNet Loss and Comprehensive Loss, relating to the translation or settlement of U.S. 
dollar denominated monetary items consisting of cash, accounts receivable and accounts payable. 

The year end exchange rate was 0. 7612 U.S. dollars to one Canadian dollar. A 10% appreciation or depreciation of the U.S. dollar 
and/or the Canadian dollar exchange rate was detennined to have an after-tax impact on net loss ofless than $0.1 million for U.S. 
dollar denominated balances included in cash and accounts payable. 

13.4 Interest rate risk 

Interest rate risk reflects the sensitivity of the Company's financial condition to movements in interest rates. Financial assets and 
liabilities which do not bear interest or bear interest at fixed rates are classified as non-interest rate sensitive. 

Net assets included in cash and other long-term assets, and borrowings under the Amended Credit Facility, when applicable, are 
subjectto interest rate risk. The total subject to interest rate risk as at January 28,2017 was a net assetof$235.8 million (January 30, 
2016: net asset of$315.2 million). An increase or decrease in interest rates of 25 basis points would cause an after-tax impact on 
net loss of$0.4 million for net assets subject to interest rate risk included in cash and other long-term assets at the end of Fiscal 
2016. 

13.5 Fuel and natural gas price risk 

The Company entered into fuel and natural gas derivative contracts to manage the exposure to diesel fuel and natural gas prices 
and help mitigate volatility in cash flow for the transportation service business and utilities expense, respectively. As at January 28, 
2017, the fixed to floating rate swap contracts outstanding had a fair value of $0.1 million included in "Derivative financial 
assets" (January 30, 2016: less than $0.1 million included in "Derivative financial assets") in the Consolidated Statements of 
Financial Position. These derivative contracts have settlement dates extending to January 31, 2017 with monthly settlement of 
maturing contracts. · · 

13.6 Classification and fair value of financial instruments 

The estimated fair values of financial instruments presented are based on relevant market prices and information available at those 
dates. The following table summarizes the classification and fair value of certain financial instruments as at the specified dates. 
The Company determines the classification of a financial instrument when it is initially recorded, based on the underlying purpose 
of the instrument. As a significant number of the Company's assets and liabilities, including inventories and capital assets, do not 
meet the definition of financial instruments, values in the tables below do not reflect the fair value of the Company as a whole. 

The fair value of financial instruments are classified and measured according to the following three levels, based on the fair value 
hierarchy. 

Level I: Quoted prices in active markets for identical assets or liabilities 
Level2: Inputs other than quoted prices in active markets that are observable for the asset or liability either directly (i.e. 
as prices) or indirectly (i.e. derived from prices) 
Level 3: Inputs for the asset or liability that are not based on observable market data 
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{in CAD millions) 

Classification 

Fair value through profit or loss 

U.S. $derivative contracts 

Balance Sheet Category 

Derivative financial (liabilities) assets 

Fuel and natural gas derivative contracts Derivative financial assets 

Long-term investments Other long-term assets 

Fair Value As at As at 
Hierarchy January 28,2017 January 30,2016 

Level2 

Level2 

Leve13 

$ (0.6) $ 

0.1 

6.6 

l.3 

All other assets that are financial instruments not listed in the chart above have been classified as "Loans and receivables". All 
other financial instrument liabilities have been classified as "Other liabilities" and are measured at amortized cost in the Consolidated 
Statements of Financial Position. The carrying value of these financial instruments approximate fair value given that they are 
primarily short-term in nature. During Fiscal 2016, no transfers of financial instruments occurred between levels of the fair value 
hierarchy (2015: nil). 

14. Accounts payable and accrued liabilities 

The components of" Accounts payable and accrued liabilities" as included in the Consolidated Statements of Financial Position 
were as follows: 

(in CAD millions) 

Total accounts payable 

Accrued·liabilities 

Payroll and employee benefits 

Merchandise accruals 

Short-term leasehold inducements 

Advertising accruals 

Other accrued liabilities 

Total accrued liabilities 

Total accounts payable and accrued liabilities 

15. Provisions 

As at 
January 28, 2017 

$ 167,9 $ 

22.9 

56.0 
8.0 

6.9 

58.1 

$ 151.9 $ 

$ 319.8 $ 

As at 
January 30, 20 16 

162.5 

29.0 

65.6 

8.3 

t 1.9 

55.4 

170.2 

332.7 

The following is a continuity which shows the change in provisions during Fiscal 2016 and Fiscal 2015: 

As at Additional Release of Reversed As at 
(in CAD millions) January 30, 2016 Provisions Provisions Provisions January 28, 2017 

Insurance (il $ 12.1 $ 5.4 $ (52) $ $ 12.3 

Returns and allowances <ii) 1l.l 9.3 (8.3) 12.1 
Warranties (iii) 5.2 (1.0) 4.2 
Sales tax CivJ 26.7 2.8 (2.4) (24.6) 2.5 
Severance (v) 16.4 36.1 (25.7) (3.5) 23.3 
Environmental (vi! 6.4 1.6 (1.9) (0.3) 5.8 
Other provisions (vii) 2.9 13.5 (5.5) 10.9 

Total provisions $ 80.8 $ 68.7 $ (50.0) $ (28.4) $ 71.1 

Current $ 75.8 $ 64.2 $ (50.0) $ (28.4) $ 61.6 
Non-current (iii), (vi) 5.0 4.5 9.5 

Total provisions $ 80.8 $ 68.7 $ (50.0) $ (28.4) $ 71.1 
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As at Additional Release of Reversed As at 
(in CAD mi11ions) January 3 I, 2015 Provisions Provisions Provisions January 30, 20 I 6 

Insurance !il $ 13.7 $ 3.2 $ (4.8) $ $ 12.1 

Returns and allowances (iil 12.0 6.5 (7.4) 11.1 

Warranties (iii) 8.2 0.6 (3.6) 5.2 

Sales tax tiv) 6.0 22.1 (1.4) 26.7 

Severance (v) 11.9 28.7 (18.3) (5.9) 16.4 

Environmental tvil 6.1 2.7 (2.1) (0.3) 6.4 

Other provisions (vii) 5.5 (2.4) (0.2) 2.9 

Total provisions $ 63.4 $ 63.8 $ (40.0) $ (6.4) $ 80.8 

Current $ 58.6 $ 63.6 $ (40.0) $ (6.4) $ 75.8 

Non-current (iii) (vi) 4.8 0.2 5.0 

Total provisions $ 63.4 $ 63.8 $ (40.0) $ (6.4) $ 80.8 

The following explanations describe the Company's provisions: 

(i) The provision for insurance, or general liability claims, represents the Company's best estimate of the future outflow of 
economic resources due to automobile, product and other general liability claims. Insurance claims relating to this provision 
are expected to be paid over the next several years; however, as the Company has no unconditional right to defer the 
settlement past at least 12 months, this provision is considered to be current. In estimating the obligation associated with 
incurred losses, the Company utilizes actuarial methodologies validated by an independent third party. These actuarial 
methodologies utilize historical data to project future incurred losses. Loss estimates are adjusted based on reported claims 
and actual settlements. 

(ii) The provision forreturns and allowances represents the Company's best estimate of the future outflow ofeconomicresources 
due to merchandise returns and allowances. Returns and allowances relating to this provision are expected to be realized 
over the next 12 months. Uncertainty exists relating to the amount and timing of returns and allowances, therefore, historical 
data has been used to arrive at this estimate. 

(iii) The provision for warranty claims represents the Company's best estimate of the future outflow of economic resources 
that will be required due to the Company's warranty obligations. Uncertainty exists relating to the number of incidents 
requiring merchandise repair and the related costs. This provision is estimated based on historical warranty trends and 
costs. The provision for warranty claims is primarily expected to be realized within 72 months, with the balance included 
in "Provisions" and "Other long-tern1 liabilities" in the Consolidated Statements of FinaJ1(;ial Position. 

(iv) The Company maintains provisions for sales tax assessments under active discussion, audit, dispute or appeal with tax 
authorities. These provisions represent the Company's best estimate of the amount expected to be paid based on qualitative 
and quantitative assessments. Though uncertainty exists around the timing of settlement of the disputes or appeals with 
tax authorities, the Company expects that sales tax provisions will be settled within four years. However, as the Company 
has no unconditional right to defer the settlement of these provi·sions past at least 12 months, these provisions are classified 
as current. 

(v) The provision for severance represents the Company's best estimate of the future outflow of payments to terminated 
employees. Uncertainty exists in certain cases relating to the amount of severance that will be awarded in court proceedings. 
As the Company has no unconditional right to defer these payments past at least 12 months, this provision is classified as 
current. 

(vi) The environmental provision primarily represents the costs to remediate environmental contamination associated with 
decommissioning auto centres to meet regulatory requirements. The provision is based on assessments conducted by third 
parties as well as historical data. The timing of payments for remediation is uncertain and as the Company has no 
unconditional rightto defer most of these payments past at least 12 months, the balance is included primarily in "Provisions", 
with the remainder of the balance included in "Other long-term liabilities" in the Consolidated Statements of Financial 
Position. 

(vii) Other provisions primarily relate to onerous contracts. The provision for onerous contracts represents the Company's best 
estimate of the future outflow of payments when the unavoidable costs of meeting the obligations under a contract exceed 
the economic benefits expected. Unce11ainty exists in certain cases relating to the expected economic benefits under an 
onerous contract, however the Company expects the onerous contract provisions to be settled within five years. The liability 
that is expected to be settled within 12 months is included in "Provisions", with the remainder of the balance included in 
"Other long-tem1 liabilities" in the Consolidated Statements of Financial Position. 
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16. Long-term obligations and finance costs 

Long-term obligations 

The Company's debt consists of finance lease obligations. In September 2010, the Company entered into an $800.0 million senior 
secured revolving credit facility (the "Credit Facility") with a syndicate oflenders with a maturity date of September 10, 2015. 

On May 28, 2014, the Company announced that it had extended the term of the Credit Facility (the "Amended Credit Facility") 
to May 28, 2019 and reduced the total credit limit to $300.0 million. The Amended Credit Facility is secured with a first lien on 
inventory and credit card receivables. 

Availability under the Amended Credit Facility is determined pursuant to a borrowing base formula, up to a maximum availability 
of $300.0 million. Availability under the Amended Credit Facility was $192.3 million as at January 28, 2017 (January 30, 2016: 
$120.1 million). In 2013, as a result of judicial developments relating to the priorities of pension liability relative to certain secured 
obligations, the Company provided additional security to the lenders by pledging certain real estate assets as collateral, thereby 
partially reducing the potential reserve amount the lenders could apply. As at January 28, 2017, four properties in Canada had been 
pledged to the lenders under the Amended Credit Facility. The reserve amount may increase or decrease in the future based on 
changes in estimated net pension deficits in the event of a wind-up, and based on the value of real estate assets pledged as additional 
collateral. 

The Amended Credit Facility contains covenants which are customary for facilities of this nature and the Company was in 
compliance with all covenants as at January 28, 2017. 

As at January 28, 20 17, the Company had no funded borrowings on the Amended Credit Facility. The Company had unamortized 
transaction costs associated with the Amended Credit Facility of $2.4 million included in "Other long-term assets" in the 
Consolidated Statements of Financial Position (January 30, 2016: no funded borrowings and unamortized transaction costs of$3.2 
million included in "Other long-term assets"). In addition, the Company had $107.7 million (January 30,2016: $63.3 million) of 
letters of credit outstanding under the Amended Credit Facility. These letters of credit cover various payment obligations. Interest 
on drawings under the Amended Credit Facility and letter of credit fee are determined based on bankers' acceptance rates for one 
to three month terms or the prime rate plus a spread. Interest an10unts on the Amended Credit Facility are due monthly and are 
added to principal amounts outstanding. 

As at January 28, 2017, the Company had no outstanding merchandise letters of credit (January 30, 2016: U.S. $4.8 million) used 
to support the Company's offshore merchandise purchasing program. 

Finance costs 

Interest expense on long-term obligations, including finance lease obligations, the current portion of long-tem1 obligations, 
amortization of transaction costs, accretion on the long-term portion of provisions and commitment fees on the unused portion of 
the Amended Credit Facility for Fiscal 201 6 totaled $7.2 million (20 15: $6.3 million). Interest expense was included in "Finance 
costs" in the Consolidated Statements of Net Loss and Comprehensive Loss. Also included in "Finance costs" for Fiscal 2016, 
was an expense of $1.7 million for interest on income tax assessments and reassessments of the current and prior years (2015: 
expense of $3.4 million). 

The Company's cash payments for interest on long-term obligations, including finance lease obligations, the current portion of 
long-term obligations and commitment fees on the unused portion of the Credit Facility for Fisca120 16 totaled $5.1 million (2015: 
$4.6 million). · 

17. Other long-term liabilities 

The components of other long-term liabilities were as follows: 

(in CAD millions) 

Leasehold inducements 

Straight-line rent liability 

Miscellaneous 

Total other long-term liabilities 

As at 
January 28,2017 

$ 35.3 $ 

33.4 

14.2 

$ 82.9 $ 

As at 
January 30, 2016 

43.3 

11.7 

12.0 

67.0 

The non-current portions of the warranties and environmental provisions (see Note 15) are reflected in the miscellaneous component 
of "Other long-term liabilities" in the Consolidated Statements of Financial Position. 
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18. Leasing arrangements 

18.1 Finance lease arrangements - Company as lessee 

As at January 28, 2017, the Company had finance lease arrangements related to the building and equipment components of certain 
leased properties, which include retail, office and warehouse locations. The related land components of these properties have been 
separately classified as operating leases. The buildings and equipment held under finance leases are used in the normal course of 
operations and do not contain significant unusual or contingent lease terms or restrictions. Building leases typically run for a period 
of I to I 0 years, with some leases providing multiple options to renew after that date. Equipment leases typically run for a period 
of I to 5 years, with some leases providing an option to renew after that date. 

Finance lease buildings and equipment are included in the Consolidated Statements of Financial Position under "Property, plant 
and equipment". Note 9 provides further details on the net carrying value of these assets, which as at January 28,2017 was nil 
(January 30, 2016: $0.3 million). 

As at January 28,2017, the corresponding finance lease obligations, current and non-current, were $3.7 million (January 30, 2016: 
$4.0 million) and $16.6 million (January 30,2016: $20.2 million), included in the Consolidated Statements ofFinancial Position 
under "Current portion of long-term obligations" and "Long-tenn obligations," respectively (see Note 16). 

The table below presents the future minimum lease payments of the Company's finance lease obligations: 

As at As at 
January 28,2017 January 30,2016 

Finance Future Present value of Finance Future Present value of 
lease finance minimum lease lease finance minimum lease 

(in CAD millions) payments costs payments payments costs payments 

Within 1 year $ 5.0 $ 1.3 $ 3.7 $ 5.6 $ 1.6 $ 4.0 

2 years 5.0 1.1 3.9 5.0 1.5 3.5 

3 years 4.9 0.8 4.1 5.0 1.1 3.9 

4 years 3.8 0.5 3.3 4.9 0.8 4.1 

5 years 3.1 0.3 2.8 3.8 0.5 3.3 

Thereafter 2.8 0.3 2.5 5.9 0.5 5.4 

Total minimum payments $ 24.6 $ 4.3 $ 20.3 $ 30.2 $ 6.0 $ 24.2 

Interest on finance lease obligations is recognized in "Finance costs" in the Consolidated Statements ofNet Loss and Comprehensive 
Loss (see Note 16). Included in total "Finance costs" in Fiscal 2016, was $1.7 million (20 15: $1.9 million) of interest paid related 
to finance lease obligations. 

18.2 Operating lease arrangements- Company as lessee 

As at January 28, 2017, the Company had operating lease arrangements related to leased land, retail and office properties as well 
as equipment assets. The leases typically run for a period of I to I 0 years, with some leases providing an option to renew after 
that date. Some leases include additional or contingent rent payments that are based on sales and step rent payments which are 
recognized on a straight-line basis over the te1m of the lease. During Fiscal 2016, contingent rent recognized as an expense in 
respect of operating leases totaled $0.8 million (20 15: $0.3 million). Rental expense for all operating leases totaled $lp6.2 million 
in Fiscal2016 (20 15: $99.9 million). These expenses are included in "Selling, administrative and other expenses" in the Consolidated 
Statements ofNet Loss and Comprehensive Loss. 

The table below presents the contractual maturities of future minimum lease payments for the Company's operating leases: 

As at 
(in CAD millions) January 28,2017 

Within I year 

2 years 

3 years 

4 years 

5 years 

Thereafter 

Total operating lease obligations 1 

$ 

$ 

Operating !l!ase oh/igations are not reportf!d in the ( 'onsolidated Stalf!mellls qfFinancial Position. 

82.9 

72.1 

63.4 

53.1 

32.7 

76.0 

380.2 

As at 
January 30.2016 

$ 81.2 

71.4 

58.8 

46.4 

35.1 

83.4 

$ 376.3 

The Company has a number of agreements to sub-lease premises to third parties, which are all classified as operating leases. During 
Fiscal 2016, total sub-lease income from leased premises was $2.0 million (2015: $2.4 million). As at January 28, 2017, total 
future minimum lease payments receivable fi·om third party tenants were $12.9 million (20 15: $15.0 million). 
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19. Retirement benefit plans 

The Company currently maintains a hybrid registered pension plan with a defined benefit component and a defined contribution 
component which covers eligible, regular full-time employees as well as some of its part-time employees. The defined benefit 
component provides pensions based on length of service and final average earnings. In addition to a registered retirement savings 
plan, the pension plan includes a non-registered supplemental savings arrangement in respect to the defined benefit component. 
The non-registered portion of the plan is maintained to enable certain employees to continue saving for retirement in addition to 
the registered limit as prescribed by the Canada Revenue Agency. The Company also maintains a defined benefit non-pension 
retirement plan which provides life insurance, medical and dental benefits to eligible retired employees through a health and welfare 
trust ("Other Benefits Plan"). Also provided for under the health and welfare trust are short-term disability payments for active 
employees. The Company's accounting policies related to retirement benefit plans are described in Note 2.14. 

In July 2008, the Company amended its pension plan and introduced a defined contribution component. The defined benefit 
component continues to accrue benefits related to future compensation increases although no further service credit is earned, and 
no contributions are made by employees. In addition, the Company no longer provides medical, dental and life insurance benefits 
at retirement for employees who had not achieved the eligibility criteria for these non-pension retirement benefits as at December 31, 
2008. 

In December 2009, the Company made the decision to change funding for non-pension retirement benefits from an actuarial basis 
to a pay-as-you-go basis to allow the surplus in the health and welfare trust to be utilized to make benefit payments. In addition, 
to further utilize the surplus, short-term disability payments of eligible employees are paid on a pay-as-you-go basis from the 
health and welfare trust. Beginning in February 2015, the Company began funding the Other Benefits Plan payments as well as 
short-term disability payments of active employees since the surplus in the health and welfare trust has been depleted. 

In December 2013, the Company amended the early retirement provision of its defined benefit plan to eliminate a benefit for 
employees who voluntarily resign prior to age of retirement, with effect January I, 2015. In addition, the Company amended the 
defined benefit plan for improvements that increase portability of employee benefits, with effect March I, 2014. In December 
2013, the Company froze the benefits offered under the Other Benefits Plan to benefits levels as at January I, 2015. 

During Fiscal2015, the Company made a voluntary offer to settle medical and dental benefits of eligible members covered under 
the Other Benefits plan. The Company paid $4.0 million to settle acceptances from the Other Benefits plan offer and recorded a 
pre-tax gain on settlement of retirement benefits of $5.1 million ($5.4 million settlement gain less fees of $0.3 million) during 
Fiscal 2015 related to these offers. This payment is included in "Retirement benefit plans contributions" in the Consolidated 
Statements of Cash Flows. To detennine the settlement gain, the Other Benefits plan was remeasured as at the date of settlement, 
which also resulted in a $2.0 million increase to "Other comprehensive income (loss)" ("OCI"). 

Risks associated with retirement benefit plans 

There is no assurance that the Company's retirement benefit plans will be able to earn the assumed rate of return. New regulations 
and market driven changes may result in changes in the discount rates and other variables which would result in the Company 
being required to make contributions in the future that differ significantly from the estimates. Management is required to use 
assumptions to account for the plans in conformity with !FRS. However, actual future experience will differ from these assumptions 
giving rise to actuarial gains or losses. In any year, actual experience differing from the assumptions may be material. 

Plan assets consis~ primarily of cash, alternative investments and marketable equity and fixed income securities. The value of the 
marketable equity and fixed income investments will fluctuate due to changes in market prices. Plan obligations and annual pension 
expense are determined by independent actuaries and through the use of anum ber of assumptions. Although the Company believes 
that the assumptions used in the actuarial valuation process are reasonable, there remains a degree of risk and uncertainty which 
may cause results to differ from expectations. Significant assumptions in measuring the benefit obligations and pension plan costs 
include the discount rate and the rate of compensation increase. 

Plan amendments, curtailments and settlements 

In Fiscal 2012, the Company amended the non-registered supplemental savings arrangement in respect to the defined benefit plan 
to allow the use of letters of credit to satisfY the funding requirement of its deficit. As at January 28, 2017, a letter of credit with 
a notional value of$6.8 million was on deposit with the Trustee for the non-registered portion of the defined benefit plan (January 30, 
2016: notional value of $2.1 million). 

Maturity profile of retirement benefit plan obligations 

The weighted average durations of the Registered Retirement Plans, Non~registered Pension Plan and Other Benefits Plan are all 
approximately I 0.2 years (20 15: approximately I 0.3 years). 

The Company's contractual cash flow maturity relating to retirement benefit plan obligation payments is included under "Liquidity 
risk" in Note 13. 
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19.1 Retirement benefit asset and liability 

The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at January 31. 
The most recent actuarial valuation of the pension plan for funding purposes is dated December 31, 2015, which was completed 
on September 27, 2016. An actuarial valuation of the health and welfare trust is performed at least every three years, with the last 
valuation completed as of January 31, 2014. 

2016 2015 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Defined benefit plan assets 

Fair value, beginning balance $ 1,106.5 $ 48.1 $ 1.5 $1,156.1 $ 1,217.8 $ 50.8 $ 1.9 $1,270.5 

Interest income 33.2 1.4 34.6 39.1 1.6 40.7 
Remeasurement gain (loss) on return 

32.0 0.1 0.6 32.7 (36.5) (1.5) (0.1) (38.1) on plan assets 

Employer contributions 18.6 2.6 17.1 38.3 20.3 0.8 21.1 42.2 

Administrative expenses (0.5) (0.5) (0.5) (0.5) 

Benefits paid 1 (139.1) (4.2) (17.6) (160.9) (133.7) (3.6) (21.4) (158.7) 

Fair value of plan assets, ending balance $ 1,050.7 $ 48.0 $ 1.6 $1,100.3 $ 1,106.5 $ 48.1 $ 1.5 $1,156.1 

Defined benefit plan obligations 

Accrued obligations, beginning balance $ 1,226.6 $ 52.9 $ 203.5 $1,483.0 $ 1,391.7 $ 55.1 $ 231.1 $1,677.9 

Interest cost 35.8 1.5 5.7 43.0 44.5 1.7 6.9 53.1 

Benefits paid (139.1) (4.2) (13.0) (156.3) (133.6) (3.6) (16.5) (153.7) 

Settlement gain (5.4) (5.4) 

Actuarial losses (gain) 37.7 0.1 1.4 39.2 (76.0) (0.3) (12.6) (88.9) 

Accrued plan obligations, ending balance $ 1,161.0 $ 50.3 $ 197.6 $1,408.9 $ 1,226~6 $ 52.9 $ 203.5. $1,483.0 

Funded status of plan- (deficit) (11 0.3) (2.3) (196.0) (308.6) (120.1) (4.8) (202.0) (326.9) 
Retirement benefit liability at end of fiscal 

$ (110.3) $ (2.3) $ (196.0) $ (308.6) $ (120.1) $ (4.8) $ (202.0) $ (326.9) year, net 

Benefits paidfromthefunded assets include retiree hene.fits ami short-term disabili~l' l?f'actil·e t!mployees. ()I her benefits consist f?{reliree health and dental 
claims. 
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19.2 Fair value of plan assets 

The fair value of plan assets disaggregated by asset class and fair value hierarchy level was as follows (measured at January 31, 
2017 and January 31, 2016): 

As at As at 
January 28,2017 January 30,2016 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Cash and cash equivalents 

Level2 $ 12.4 $ 23.0 $ 1.6 $ 37.0 $ 166.1 $ 23.0 $ - $ 189.1 

Corporate bonds and notes 

Level2 305.2 305.2 369.4 369.4 

Level 3 136.7 136.7 141.5 1.5 143.0 

Subtotal 441.9 441.9 510.9 1.5 512.4 

Common stock. preferred stock and REJTS 

Levell 294.3 294.3 193.9 193.9 

Common or collective trusts 

Level2 160.5 24.4 184.9 150.8 24.9 175.7 

Short-term collective investment jimds 

Level2 136.4 0.6 137.0 101.6 0.2 101.8 

Level 3 1.5 1.5 

Subtotal 137.9 0.6 138.5 101.6 0.2 101.8 

Hedgejimds 

Level3 0.6 0.6 1.1 1.1 

Receivables (liabilities) 

Levell 4.2 4.2 5.8 5.8 

Leve12 4.2 4.2 (21.3) (21.3) 

Subtotal 8.4 8.4 (15.5) ( 15.5) 

Miscellaneous other liabilities 

Level I (5.3) (5.3) (2.4) (2.4) 

Total tair value of plan assets $ 1,050.7 $ 48.0 $ 1.6 $ 1,100.3 $ 1,106.5 $ 48.1 $ 1.5 $ 1,156.1 

The three levels of the fair value hierarchy referenced above are discussed in Note 13.6. 

19.3 Plan assets investment allocation 

During Fiscal 2016, the Company changed the target asset allocation to 50-70% fixed income and 30-50% equity for the defined 
benefit registered pension plan. For the assets in the health and welfare trust, included in Other Benefits Plan, the asset allocation 
is 100% fixed income. As at the end ofFiscal2016 and 2015, the assets were in line with the target allocation range. The asset 
allocation may be changed from time to time in terms of weighting between fixed income, equity and other asset classes as well 
as within the asset classes themselves. 

The plan's target allocation is determined taking into consideration the amounts and timing of projected liabilities, the Company's 
funding policies and expected returns on various asset classes. To develop the expected long-term rate of return on assets assumption, 
the Company considered the historical returns and the future expectations for returns for each asset class, as well as the target asset 
allocation of the pension portfolio. 

At as the end of the current and prior fiscal years, plan assets were invested in the following classes of securities: 

As at As at 
January 28,2017 January 30,2016 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
Plans Plan Plan Plans Plan Plan 

Fixed income securities 58.3% 75.5% 100.0% 69.6% 69.5% 100.0% 

Alternative investments 0.1% -% _o/o 0.1% -% -% 

Equity securities 41.6% 24.5% -% 30.3% 30.5% -% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
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19.4 Pension assumptions 

The significant actuarial assumptions were as follows (weighted average assumptions): 

Discount rate used in calculation of 
Accrued benefit plan obligations 

Benefit plans expense 

Rate of compensation increase used in calculation of 
Accrued benefit plan obligations 

Benefit plans expense 

Expected long-term rate of return on plan assets used in 
calculation of benefit plans expense 

Health care cost trend rates 

Used in calculation of accrued benefit plan 
obligations 

Used in calculation ofbenetit plans expense 

Cost trend rate declines to 

Year that the rate reaches assumed constant 

Registered 
Retirement 

Plans 

3.70% 

3.00% 

3.30% 

3.30% 

3.00% 

As at 
January 28, 2017 

Non-
Registered Other 

Pension Benefits 
Plan Plan 

3.60% 3.60% 

2.90% 2.90% 

3.30% 3.30% 

3.30% 3.30% 

2.90% 2.90% 

4.47% 

4.62% 

2.45% 

2030 
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As at 
January 30,2016 

Non-
Registered Registered Other 
Retirement Pension Benefits 

Plans Plan Plan 

3.80% 3.70% 3.70% 

.3.00% 3.00% 2.90% 

3.50% 3.50% 3.50% 

3.50% 3.50% 3.50% 

3.00% 3.00% 2.90% 

4.62% 

4.77% 

2.45% 

2030 



658 
19.5 Sensitivity of significant actuarial assumptions 

The following table summarizes the sensitivity of significant actuarial assumptions on the Company's defined benefit obligation: 

2016 2015 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Plans Plan Plan 

Discount rate sensitivity 

Accrued benefit plan obligations 

I 00 basis point increase in discount rate $ (122.0) $ (4.8) $ (18.3) $ (130.7) $ (5.1) $ (21.2) 

1 00 basis point decrease in discount rate 148.6 5.8 21.7 160.3 6.1 25.2 

Benefit plans expense 

100 basis point increase in discount rate (3.6) (0.1) 0.9 (5.7) (0.2) 1.0 

100 basis point decrease in discount rate 1.8 0.1 (1.1) 3.2 0.1 (1.3) 

Rate of compensation increase sensitivity 

Accrued benefit plan obligations 

50 basis point increase in rate of 
6.6 0.2 n/a 8.1 0.3 n/a compensation increase 

50 basis point decrease in rate of 
(6.1) (0.2) n/a (7.2) (0.2) n/a compensation increase 

Benefit plans expense 

50 basis point increase in rate of 
0.2 n/a 0.4 n/a compensation increase 

50 basis point decrease in rate of 
(0.2) n/a (0.3) n/a compensation increase 

Health care cost trend rate sensitivity 

Accrued benefit plan obligations 

100 basis point increase in health care trend 
n/a n/a 16.0 n/a n/a 18.6 rate 

I 00 basis point decrease in health care trend 
n/a n/a (13.8) n/a n/a (16.0) rate 

Benefit plans expense 

100 basis point increase in health care trend 
n/a n/a 0.5 n/a n/a 0.6 rate 

100 basis point decrease in health care trend 
n/a n/a (0.4) n!a n/a (0.5) rate 

The methods and assumptions used in determining the above sensitivity are consistent with the methods and assumptions used to 
determine the pension plan obligations and with the methods and assumptions used in Fiscal2015. 
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19.6 Retirement benefit plans expense and contributions 

The expense for the defined benefit, defined contribution and Other Benefits Plan for Fiscal 2016 and Fiscal 2015, was as follows: 

2016 2015 

Non- Non-
Registered Registered Other Registered Registered Other 

Retirement Pension Benefits Retirement Pension Benefits 
(in CAD millions) Plans Plan Plan Total Plans Plan Plan Total 

Net interest $ 2.8 $ 0.1 $ 5.7 $ 8.6 $ 5.4 $ 0.1 $ 6.9 $ 12.4 

Settlement gain (5.4) (5.4) 

Administrative expenses 0.5 0.5 0.5 0.3 0.8 
Net defined benefit plans 

$ 3.3 $ 0.1 $ 5.7 $ 9.1 $ 5.9 $ 0.1 $ 1.8 $ 7.8 expense 

Net defined contribution plan 
4.8 0.2 5.0 5.8 0.2 6.0 expense 

Total retirement benefit plans 
expense1 $ 8.1 $ 0.1 $ 5.9 $ 14.1 $ 11.7 $ 0.1 $ 2.0 $ 13.8 

No! included in total expense recogni=ed are .\·hart-term disahili(l' paymems C?fS-1.6 million (201 5: S-1.9 million) tha/11'ere pahlfrom the health and we(fare trust. Both 
short-term disahili~v ami the reliremenf bent!_fit plans expense are included in ",\'e/ling, administratire and other expenses", unless disclosed elsewhere. in the 
( 'ompal~V 's ( 'onsolidatl.!d ,\'talemems qf Net Loss and ( 'omprt!hensil'e Loss. 

Total cash contributions made by the Company to its defined benefit, defined contribution and Other Benefits Plans, for the fiscal 
year ended January 28, 2017 were $43.5 million (2015: $48.6 million), which included $4.6 million (2015: $4.9 million), related 
to short-tenn disability payments and nil during Fiscal 2016 (2015: $4.0 million) to settle acceptances from the Other Benefits 
Plan offers mentioned above. During the 52-week period ending February 3, 2018, it is estimated that the Company will make 
contributions of approximately $69.0 million to its defined benefit, defined contribution and Other Benefits Plan, which include 
funding obligations as described in Note 13.2. 

19. 7 Remeasurements of the net defined retirement ben~fit liability 

2016 
Non- Non-

Registered Registered Other Registered Registered Other 
Retirement Pension Benefits Retirement Pension Benefits 

(in CAD millions) Plans Plan Plan Total Plans Plan Plan 

Actuarial gain (loss) on 
difference b~tween expected 
interest income and actual retum 
on plan assets $ 32.0 $ 0.1 $ 0.6 $ 32.7 $ (36.5) $ ( 1.5) $ (0.1) $ 
Actuarial (l()ss) gain due to 

(18.2) 0.7 (3.4) (20.9) 68.0 2.4 9.7 change in financial assumptions 

Actuarial (loss) gain due to all 
(19.5) (0.8) 2.0 (18.3) 8.0 (2.1) 2.9 other experiences 

Total remeasurement (loss) gain, 
net of income taxes 1 $ (5.7) $ $ (0.8) $ (6.5) $ 39.5 $ ( 1.2) $ 12.5 $ 

Total remea . .,·urement (loss) gain. net c?f income taxes, is included in "Total other comprehensh•e income (loss)" in the ( 'ompaJ{r's ( 'onsolidated ,\'tateme;IIs c?f Net 
Loss and ( 'omprehensh•e foss. 

2015 

Total 

(38.1) 

80.1 

8.8 

50.8 

The actuarial losses associated with changes in financial assumptions are due to decreases in the discount rate as at January 28, 
2017 for the Registered Retirement Plans of 0.1% (2015: 0.5% increase), Non-registered Pension Plan of 0.1% (20 15: 0.4% 
increase), and Other Benefits Plan of0.1% (20 15: 0.5% increase). 

20. Contingent liabilities 

20.1 Legal proceedings 

The Company is involved in various legal proceedings incidental to the normal course of business. The Company takes into account 
all available information, including guidance from experts (such as internal and external legal counsel) at the time of reporting to 
determine if it is probable that a present obligation (legal or constructive) exists, if it is probable that an outflow of resources 
embodying economic benefit will be required to settle such obligation and whether the Company can reliably measure such 
obligation at the end of the reporting period. The Company is of the view that, although the outcome of such legal proceedings 
cannot be predicted with certainty, the final disposition is not expected to have a material adverse effect on the consolidated financial 
statements, including its Consolidated Statements of Financial Position, Consolidated Statements of Net Loss and Comprehensive 
Loss, and Consolidated Statements of Cash Flows. 
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20.2 Commitments and guarantees 

Commitments 

As at January 28, 2017, cash that was restricted represented cash pledged as collateral for letter of credit obligations issued under 
the Company's offshore merchandise purchasing program of nil (January 30, 2016: $7.0 million, which is equal to U.S. $5.0 
million), and cash pledged as collateral with a counterparty related to outstanding derivative contracts of $1.1 million (January 
30,2016: nil), which was equal to U.S. $0.8 million (January 30,2016: nil). 

The Company has certain vendors which require minimum purchase commitment levels over the term of the contract. Refer to 
Note 13.2 "Liquidity risk". 

Guarantees 

The Company has provided the following significant guarantees to third parties: 

Royalty License Agreements 

The Company pays royalties under various merchandise license agreements, which are generally based on the sale of products. 
Certain license agreements require a minimum guaranteed payment of royalties over the term of the contract, regardless of sales. 
Total future minimum royalty payments under such agreements were $11.6 million as atJanuary 28,2017 (January 30,2016: $15.9 
million). 

Other Indemnification Agreements 

In the ordinary course ofbusiness, the Company has provided indemnification commitments to counterparties in transactions such 
as leasing transactions, royalty agreements, service arrangements, investment banking agreements and director and officer 
indemnification agreements. The foregoing indemnification agreements require the Company to compensate the counterparties 
for costs incurred as a result of changes in laws and regulations, or as a result of litigation or statutory claims, or statutory sanctions 
that may be suffered by a counterparty as a consequence of the transaction. The terms of these indemnification agreements will 
vary based on the contract and typically do not provide for any limit on the maximum potential liability. Historically, the Company 
has not made any significant payments under such indemnifications and no amounts have been accrued in the consolidated financial 
statements with respect to these indemnification commitments. 

21. Income taxes 

The average combined federal and provincial statutory income tax rate applied to the Company was 26.9% for Fiscal20 16 (20 15: 
26.8%). A reconciliation of income taxes at the average statutory tax to actual income tax expense for Fiscal2016 and Fiscal2015 
is as follows: 

(in CAD millions) 

Loss before income taxes 

Income tax recovery at the average statutory tax rate 

(Decrease) increase in income taxes resulting from 

Non-taxable portion of capital gain 

Non-deductible items 

Prior year adjustments 

Non-recognition of deferred taxes assets, net 

Others 

Effective tax rate before the following adjustments 

Changes in tax rates or imposition of new taxes 

Total income tax expense 

Effective tax rate 

$ 

$ 

$ 

2016 2015 

(318.2) $ (62.7) 

(85.6) $ (16.8) 

(16.1) (33.3) 

1.5 1.0 

11.3 
94.6 56.7 

(2.6) (2.6) 

3.1 5.0 

(1.0)% (8.0)% 

(0.3) 0.2 

2.8 $ 5.2 

(0.9)% (8.3)% 

The Company's total net cash refunds of income taxes for the current year was $25.0 million (20 15: net refund of$87.6 million), 
primarily relating to the settlement for fiscal years 2006 to 2008 and the carry back of losses generated by the Company in Fiscal 
2014, and included refund interest on net cash income tax receipts of $3 .I million (20 15: $1.1 million) (see Note 5 for additional 
information). 
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In the ordinary course of business, the Company is subject to ongoing audits by tax authorities. While the Company believes that 
its tax filing positions are appropriate and supportable, periodically, certain matters are challenged by tax authorities. During Fiscal 
2016, the Company recorded an expense of$1.7 million for interest on income tax assessments and reassessments of the current 
and prior years (20 15: expense of $3.4 million). 

The Company routinely evaluates and provides for potentially unfavourable outcomes with respect to any tax audits, and believes 
that the final disposition of tax audits will not have a material adverse effect on its liquidity. 

The tax effects of the significant components of temporary timing differences giving rise to the Company's net deferred tax assets 
were as follows: 

As at Recognized in Recognized in As at 
(in CAD millions) January 30, 2016 earnings equity January 28, 2017 

Deferred revenue $ 0.6 $ 0.3 $ $ 0.9 

Other long term liabilities 19.1 (3.0) 16.1 

Derivative financial assets (2.7) 2.8 0.1 

Property, plant and equipment (4.2) (4.2) 

Investment property (21.5) 11.9 (9.6) 
Intangible assets 1.1 0.5 1.6 

Retirement benefit obligations 87.6 (6.2) 1.7 83.1 

Provisions 60.8 (8.4) 52.4 

Non-capital losses 51.5 88.8 140.3 

Other 8.2 8.2 16.4 

Write down of deferred tax assets (122.0) (122.0) 

Non-recognition of deferred tax assets (77.9) (94.6) (1.9) (174.4) 

Total deferred tax assets, net $ 0.6 $ (2.5) $ 2.6 $ 0.7 

As at Recognized in Recognized in As at 
(in CAD millions) January 31,2015 earnings equity January 30, 2016 

Deferred revenue $ 0.5 $ 0.1 $ $ 0.6 

Other long term liabilities 21.8 (2.7) 19.1 

Derivative financial assets (2.5) (0.4) 0.2 (2.7) 

Property, plant and equipment (7.9) 3.7 (4.2) 

Investment property (28.0) 6.5 (21.5) 

Intangible assets 1.1 1.1 

Retirement benefit obligations 108.2 (7.0) (13.6) 87.6 

Provisions 49.6 11.2 60.8 

Non-capital losses 10.4 41.1 51.5 

Other 1.1 7.1 8.2 

Write down of deferred tax assets, net (122.0) (122.0) 

Non-recognition of deferred tax assets (35.0) (56.7) 13.8 (77.9) 

Total deferred tax (liabilities) assets, net $ (2.7) $ 2.9 $ 0.4 $ 0.6 

The Company assesses the likelihood that the deferred tax assets will be realizable at the end of each reporting period and adjusts 
the carrying an10unt accordingly, by considering factors such as the reversal of deferred income tax liabilities, projected future 
taxable income, tax planning strategies and changes in tax laws. The Company has determined that it was not appropriate to 
recognize all of its deferred tax assets as it was not probable that sufficient taxable income would be available to allow part of the 
assets to be recovered. This accounting treatment has no effect on the Company's ability to utilize deferred tax assets to reduce 
future cash tax payments. As of January 28, 2017, the Company has not recognized the benefit of approximately $520.8 million 
of loss carry forwards on its Financial Statements (which expire in the taxation years from 2035 to 2037) and approximately $4.9 
million in Ontario minimum tax, which could be used to reduce taxes payable in future periods. The aggregate amount of net 
deductible temporary differences and loss carry forwards as at January 28, 2017, was approximately $1,083.6 million, and the tax 
benefit associated with these items was approximately $291.5 million using the statutory tax rate of26.9%, which together with 
the Ontario minimum tax recoverable of approximately $4.9 million amounted to a total tax benefit of$296.4 million. 
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During Fiscal 2014, the Company recognized a write down of the deferred tax assets for $122.0 million. $88.6 million of this 
charge was included in "Deferred income tax recovery (expense}", and as a portion of the deferred tax assets originated through 
equity, $33.4 million of this charge was included in OCI in the Consolidated Statements of Net Loss and Comprehensive Loss in 
accordance with lAS 12, Income Taxes. The aggregate amount of deductible temporary differences for which no deferred tax asset 
is recognized as at January 28, 2017, is approximately $1,083.6 million (January 30, 2016: $727.6 million}. 

22. Capital stock and share-based compensation 

Capital Stock 

ESL Investments, Inc., and investment affiliates including Edward S. Lampert, collectively "ESL", form the largest shareholder 
of the Company, both directly through ownership in the Company, and indirectly through shareholdings in Sears Holdings. 

As at January 28,2017, ESL was the beneficial holder of 46,162,515 or 45.3%, of the common shares ofthe Company (January 30, 
2016: 46,162,515 or 45.3%). Sears Holdings was the beneficial holder of 11,962,391 or 11.7%, of the common shares of the 
Company as at January 28, 2017 (January 30, 2016: 11,962,391 or 11.7%). The issued and outstanding shares are fully paid and 
have no par value. 

The authorized common share capital of the Company consists of an unlimited nurnber of common shares without nominal or par 
value and an unlimited number of class 1 preferred shares, issuable in one or more series. As at January 28,2017, the total number 
of common shares issued and outstanding of the Company was I 01,877,662 (January 30,2016: 101 ,877,662) with stated value of 
$14.9 million (January 30,2016: $14.9 million). 

Share-based compensation 

During Fiscal 2016, the Company granted 500,000 RSUs to an executive under an equity-based compensation plan. These RSUs 
had a grant-date fair value of $4.2 million. The fair value of the grant was determined based on the Company's share price at the 
date of grant. The RSUs are entitled to accrue common share dividends equivalent to those declared by the Company, which would 
be settled by a grant of additional RS Us to the executive. 

During Fiscal 2014, the Company granted 225,000 RSUs to an executive under an equity-based compensation plan, which were 
forfeited in Fiscal 2015. These RSUs had a grant-date fair value of$1.9 million. The fair vallle of the grant was determined based 
on the Company's share price at the date of grant, and was entitled to accrue common share dividends equivalent to those declared 
by the Company, which would be settled by a grant of additional RSUs to the executive. 

Compensation expense related to RSUs included in "Selling, administrative and other expenses" for Fiscal 2016 was $3.1 million 
(2015: recovery of$0.4 million). 

23. Capital disclosures 

The Company's objectives when managing capital are: 

Maintain financial flexibility thus allowing the Company to preserve its ability to meet financial objectives and continue 
as a going concern; 
Provide an appropriate return to shareholders; and 
Maintain a capital structure that allows the Company to obtain financing should the need arise. 

The Company manages and makes adjustments to its capital structure, when necessary, in light of changes in economic conditions, 
the objectives of its shareholders, the cash requirements of the business and the condition of capital markets. In order to maintain 
or adjust the capital structure, the Company may pay a dividend or return capital to shareholders, modifY debt levels or sell assets. 

The Company defines capital as follows: 

Long-tenn obligations, including the current portion oflong-term obligations ("Total long-term obligations"); and 
Shareholders' equity. 

The following table presents summary quantitative data with respect to the Company's capital resources: 

As at As at 
(in CAD millions) January 28, 2017 January 30,2016 

Total long-term obligations $ 20.3 $ 24.2 

Shareholders' equity •222.2 554.2 

Total $ 242.5 $ 578.4 
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24. Revenue 

The components of the Company's revenue were as follows: 

(in CAD millions) 2016 2015 

Apparel and Accessories $ 994.4 $ 1,108.6 

Home and Hardlines 1,143.4 1,476.4 

Other merchandise revenue 205.8 207.0 

Services and other 237.6 245.6 

Commission and licensee revenue 32.4 108.1 

Total revenue $ 2,613.6 $ 3,145.7 

25. Employee benefits expense 

The components of the Company's employee benefits expense were as follows: 

(in CAD millions) 2016 2015 

Wages and salaries $ 376.5 $ 432.6 

Paid absences 1 35.0 40.0 

Benefits 

Provincial healthcare costs 9.4 10.3 

Flex benefits 10.1 12.4 

Retirement benefit plans expense 2 14.0 13.5 

Statutory deductions 3 27.0 30.9 

Severance 36.1 25.3 

Other employer paid qenefits 10.4 5.6 

Total benefits expense $ 518.5 $ 570.6 

Paid ahsences are expenses related to \'acation, statulm:v holidc~rs and sick days. 

2 Included in Reliremt!nl hene.fit plans expense for Fisca/20!6lt'as nil rt!lalt!d to !he selllement of retirement hene.fils under the non
pension retire!ment henefll plan (20/5: 55.-1 million gain related to !he se11/eme111 ofrelirement hene!fils under/he non-pension 
retirement henc!fit plan exdudingfees c?fS0.3 million). 

3 .~ilalutm:v deduclions consist C?{lhe empi<~VC!I' portion c?fpc~l'menl.fhr the ( 'a11acla Pension Plan ami 1:/nplt~\'lllenl Insurance. 

These expenses are included in "Cost of goods and services sold", "Selling, administrative and other expenses" and "Gain on 
settlement of retirement benefits" in the Consolidated Statements ofNet Loss and Comprehensive Loss. 

26. Gain on lease termination and sale and leaseback transactioQs 

During Fiscal 2016, the Company completed a real estate transaction, as previously announced on December 9, 2016, for net 
proceeds of $62.1 million (total consideration of $62.9 million less adjustments). 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 ofthe Toronto Eaton Centre 
located in Toronto, Ontario. The total gain on the transaction was $51.7 million which was recognized in the Consolidated Statements 
ofNet Loss and Comprehensive Loss. 

During 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 total gain on the sale and leaseback transaction was $9.7 million which was 
recognized in the Consolidated Statements ofNet Loss and Comprehensive Loss. 

During Fiscal 2016, the Company completed the sale of its Broad Street logistics centre located in Regina, Saskatchewan, for net 
proceeds of $8.5 million. The total loss on the sale was $1.5 million which was recognized in the Consolidated Statements of Net 
Loss and Comprehensive Loss. 

During Fiscal 20 16, the Company completed the sale of its Park Street logistics centre located in Regina, Saskatchewan, for net 
proceeds of $18.1 million; The total gain on the sale was $5.4 million which was recognized in the Consolidated Statements of 
Net Loss and Comprehensive Loss. 
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During Fiscal 2016, the Company completed the sale and leaseback of its logistics centre located in Calgary, Alberta, for net 
proceeds of $83.9 million. The total gain on this sale and leaseback transaction was $40.1 million, $15.2 million of which was 
recognized immediately in the Consolidated Statements ofNet Loss and Comprehensive Loss. The remaining $24.9 million of 
the gain was deferred and is being amortized over the term of the lease as a reduction in rent expense, included in "Selling, 
administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. In determining the 
appropriate amount of gain to defer in accordance with lAS 17, the Company conducted an appraisal of the property to determine 
its fair value, with the assistance of independent qualified third party appraisers. The valuation method used to determine the fair 
value of the property was the direct sales comparison approach for land. The deferred gain was included in "Other long-term 
liabilities" and "Accounts payable and accrued liabilities" in the Consolidated Statements of Financial Position. 

During Fiscal 2016, the Company completed the sale and leaseback of its logistics centre located in Vaughan, Ontario, for net 
proceeds of $100.0 million. The total gain on this sale and leaseback transaction was $25.4 million which was recognized 
immediately in the Consolidated Statements of Net Loss and Comprehensive Loss. 

During Fiscal2015, the Company completed the sale and leaseback ofthree properties to the Concord Pacific Group of Companies 
("Concord"), for net proceeds of $130.0 million ($140.0 million of total consideration less $10.0 million of adjustments). The 
properties in the 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 Chilliwack, British Columbia. 
The total gain on the sale and leaseback transactions was $76.9 million, $67.2 million of which was recognized immediately in 
the Consolidated Statements of Net Loss and Comprehensive Loss. The remaining $9.7 million of the gain was deferred and is 
being amortized between four to seven years as a reduction in rent expense, included in "Selling, administrative and other expenses" 
in the Consolidated Statements ofNet Loss and Comprehensive Loss. In determining the appropriate amount of gain to defer in 
accordance with lAS 17, the Company conducted appraisals of each property to determine their fair values, with the assistance of 
independent qualified third party appraisers. The valuation method used to determine the fair values of each property was the direct 
sales comparison approach for land. The deferred gain was included in "Other long-tenn liabilities" and "Accounts payable and 
accrued liabilities" in the Consolidated Statements of Financial Positions. Upon completion ofthe sale and leaseback transactions, 
the Company was released from all previous agreements with Concord, and the demand mortgage for $25.0 million previously 
secured by the property in Burnaby, British Columbia, was discharged. 

27. Gain on termination of credit card arrangement 

On November 23, 2015, the Company received a payment of$174.0 million from JPMorgan Chase as a result of the saJe of their 
portfolio of credit card accounts and related receivables related to the Sears credit card and Sears Mastercard. The Company 
recognized a net gain of $170.7 million in the Consolidated Statements of Net Loss and Comprehensive Loss. The Company's 
credit card marketing and servicing alliance agreement with JPMorgan Chase ended on November 15, 2015. 

28. Assets classified as held for sale 

Land and buildings are transferred to assets classified as held for sale, from property, plant and equipment and investment property, 
when they meet the criteria to be assets classified as held for sale in accordance to IFRS 5, Non-current Assets Held for Safe and 
Discontinued Operations (''!FRS 5 "). The proposed sale transactions have been approved by senior management of the Company 
and are expected to close within the next 12 months. 

As at January 28, 2017, the assets of one retail store and one logistics centre were separately classified as held for sale in the 
Consolidated Statements of Financial Position. As at January 30, 2016, the assets of certain logistics centres were separately 
classified as held for sale in the Consolidated Statements of Financial Position. 
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The following is a continuity of assets classified as held for sale: 

(in CAD millions) Retail Stot·e Logistics Centre Total 

Balance at January 31,2015 $ $ 13.3 $ 13.3 

Additions 12.6 12.6 

Disposals 

Impairment losses (3.8) (3.8) 

Balance at January 30, 2016 $ $ 22.1 $ 22.1 

Additions 1 17.6 69.7 87.3 

Disposals 2 (10.2) (33.9) (44.1) 

Impairment losses (0.4) (7.9) (8.3) 

Balance at January28, 2017 $ 7.0 $ 50.0 $ 57.0 

Included in additions were !he a.•;sef,\' q( one retail stare and one logistic.\· cen!re which iTere class[fied as heldfor sale am/ suhsequenl(l' disposed Q{ in Fi.-..·cal 2016. ~)'ee 
Note 16 "Gain on/ease termination and sale".\' leasehack transactions "for additional iJ~fiwmation regarding di.\po.mls. 

Srte Note 26 "Gain on h1ase termi11atlon and sale.v lea.";ehack transactions "for additional i1!forma/ion regarding di,\posaf.'>. 

Impairment loss 

The carrying values of the property, plant and equipment and investment property on one retail store and certain logistics centres 
were higher than the estimated fair values less costs to sell, and as a result, the Company recognized an impairment loss of $8.3 
million in Fiscal 2016 (2015: $3.8 million on one logistics centre). The impairment losses were included in the "Selling, 
administrative and other expenses" in the Consolidated Statements of Net Loss and Comprehensive Loss. 

The Company will continue to assess the fair value less costs to sell of the assets classified as held for sale at the end of each 
reporting period and adjust the carrying amounts accordingly. To determine the fair value less costs to sell of the assets classified 
as held for sale, the Company will consider factors such as expected future cash flows using appropriate market rental rates, the 
estimated costs to sell and an appropriate discount rate to calculate the fair value. The carrying amounts of the assets classified as 
held for sale are not necessarily indicative of their fair values, as they have been recorded at the lower of their carrying amounts 
and fair values less costs to sell in accordance with IFRS 5. 

The operations of the retail stores and logistics centres classified as held for sale, were not presented as discontinued operations 
in the Consolidated Statements of Net Loss and Comprehensive Loss, as they did not represent a separate geographical area of 
operations or a separate major line of business. 

29. Related party transactions 

The ultimate controlling party of the Company is ESL Investments, Inc. (incorporated in the U.S. in the state of Delaware). Details 
of transactions between the Company and a related party are disclosed below. 

During Fiscal 2016 and Fiscal 2015, the Company entered into the following transactions with a related party: 

(in CAD millions) 

Sears Holdings Corporation $ 

Purchase 
of goods 

$ 

Services 
received 

2.8 $ 

Other 

o~2 $ 

2016 

Total 

3.0 $ 

Purchase 
of goods 

$ 

Services 
received 

3.8 $ 

The following balances were outstanding as at January 28, 2017 and January 30, 2016: 

(in CAD millions) 

Sears Holdings Corporation $ 

(in CAD millions) 

Sears Holdings Corporation $ 

86 

Amounts receivable from a related party 

As at 
January 28, 2017 

$ 

As at 
January 30, 20 I 6 

0.2 

Amounts payable to a related party 

As at 
January 28,2017 

0.2 $ 

As at 
January 30, 2016 

0.5 

2015 

Other Total 

0.2 $ 4.0 
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Intangible Properties 

The Company has a license from Sears, Roebuck and Co. (a wholly-owned subsidiary of Sears Holdings) to use the name "Sears" 
as part of its corporate name and other brand names including Kenmore® and DieHard®, collectively referred to as the "License 
Agreement". The Company has established procedures to register and otherwise vigorously protect its intellectual property, 
including the protection of the Sears Holdings' trademarks used by the Company in Canada. 

The License Agreement states that, if Sears Holdings' ownership interest in the Company is reduced to less than 1 0.0%, the License 
Agreement would remain in effect for a period of five years after such reduction in ownership, (subject to an extension of up to 
four years at a royalty rate to be agreed equal to the lesser of a fair market rate based on the value of such mark or the lowest rate 
which will provide a reasonable incentive to induce the Company to phase out the use of such mark during such extended period, 
if the Company reasonably determines that a longer transition is necessary) after which the Company would no longer be permitted 
to use the "Sears" name and certain other brand names. In addition, the License Agreement also provides that the Company's 
license to use the "Sears" name and certain other brand names will tem1inate on the occurrence of certain bankruptcy events 
involving the Company. In addition, in the event of a bankruptcy proceeding involving Sears Holdings, there is a risk of the License 
Agreement being terminated under applicable U.S. insolvency legislation. Losing such rights could significantly diminish the 
Company's competitiveness in the marketplace and could materially harm the business. If the license agreement is tenninated, the 
Company may attemptto renegotiate such agreement although the terms of any such renegotiated agreement may be less favourable 
to the Company. 

Import Services and Consulting Services 

Pursuant to an agreement between Sears Holdings and the Company dated January 1, 1995, Sears Canada utilizes the international 
merchandise purchasing services of Sears Holdings. Sears Holdings may provide assistance to the Company with respect to 
monitoring and facilitating the production, inspection and delivery of imported merchandise and the payment to vendors. Sears 
Canada pays Sears Holdings a fee based on a stipulated percentage of the value of the imported merchandise. 

The related party transactions with Sears Holdings are in the ordinary course of business for shared merchandise purchasing 
. services. These transactions were recorded either at fair market value or the exchange amount, which was established and agreed 
to by the related parties. These balances are included in "Accounts payable and accrued liabilities" and "Accounts receivable, net" 
in the Consolidated Statements of Financial Position. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has 
been recognized in the current or prior fiscal periods for bad or doubtful debts in respect of the amounts owed by Sears Holdings. 

The Company's Audit Committee is responsible for pre-approving all related party transactions that have a value greater than $1.0 
million. 

30. Key management personnel compensation 

Key management personnel are those individuals having the authority and responsibility for planning, directing and controlling 
the activities of the Company. The total compensation expense for the Company's key management personnel was as follows: 

(ill CAD millions) 

Salaries and perquisites 

Annual incentive plans and other bonuses 

Pensions 

Termination benefits 

Total key management personnel compensation 

31. Net loss per share 

$ 

$ 

2016 

13.0 $ 

3.2 

0.1 

1.6 

17.9 $ 

2015 

11.4 
3.7 
0.1 

4.9 

20.I 

A reconciliation of the number of shares used in the net Joss per share calculation is as follows: 

(Number of shares} 

Weighted average number of shares per basic net loss per share calculation 

Effect of dilutive instruments outstanding 

Weighted average number of shares per diluted net loss per share calculation 

2016 

101,877,662 

101,877,662 

2015 

I 01,877,662 

101,877,662 

"Net loss" as disclosed in the Consolidated Statements ofNet Loss and Comprehensive Loss was used as the numerator in calculating 
the basic and diluted net loss per share. For 2016 and 2015, there were no outstanding dilutive instruments. 
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32. Changes in non-cash working capital balances 

Cash used for non-cash working capital balances were comprised of the following: 

(in CAD millions) 

Accounts receivable, net 

Inventories 

Prepaid expenses 

Derivative financial assets 

Accounts payable and accrued liabilities 

Deferred revenue 

Provisions 

Income and other taxes payable and recoverable 

Effect of foreign exchange rates 

Cash used for non-cash working capital balances 

33. Changes in non-cash long-term assets and liabilities 

$ 

$ 

2016 

(7.7) $ 

66.3 
(3.5) 
(3.1) 

(18.6) 
(22.2) 

(14.2) 

1.3 

1.8 
0.1 $ 

Cash used for non-cash long-term assets and liabilities were comprised of the following: 

(in CAD millions) 

Other long-term assets 

Other long-term liabilities 

Other 

Cash used for non-cash long-term assets and liabilities 

34. Events after the reporting period 

$ 

$ 

2016 

7.2 $ 

(13.5) 

0.6 
{5.7) $ 

2015 

12.5 

(23.4) 

(2.3) 

1.3 

(35.3) 

(1 2.9) 

17.2 

(18.1) 

(3.3) 

(64.3) 

2015 

4.3 

( 16.3) 

0.3 

(1 1.7) 

On March I, 2017, the Company announced it had completed the sale and leaseback transaction of its logistics centre located in 
Ville St. Laurent, Quebec, for a total consideration of$50.0 million less customary closing adjustments. This property, including 
land, building and equipment, had a net carrying value of approximately $50.0 million included in "Assets classified as held for 
sale" in the Consolidated Statements ofFinancial Position as at January 28, 2017. The accounting impact will be determined during 
the 13-week period ending April 29, 2017. 

Concurrently with the sale by Sears Holdings of its Craftsman business, including the Craftsman® brand, to Stanley, Black & 
Decker, Inc., the Company's license agreement with Sears Holdings was amended to remove the Craftsman® brand and the 
Company entered into a trademark license agreement dated March 8, 2017 directly with Stanley, Black & Decker, Inc. for a non
exclusive license (the first 15 years of which are royalty free) to use the Craftsman® brand in Canada. 

On March 20, 2017, the Company entered into a Credit Agreement with a syndicate of lenders for a five-year secured term loan 
of up to $300.0 million. The loan is available in two tranches, of which $125.0 million has been drawn, and up to $175.0 million 
is available on a delayed-draw basis at the Company's option, subject to mutually agreed assets being contributed to the borrowing 
base. The loan is available for general corporate purposes. 

On March 27, 2017, the Company closed the sale and leaseback transaction of its retail store located in Regina, Saskatchewan, 
for a total consideration of$7 .0 million less customary closing adjustments. This property, including land, building and equipment, 
had a net carrying value of approximately $7.0 million included in "Assets classified as held for sale" in the Consolidated Statements 
of Financial Position as at January 28, 2017. The accounting impact will be determined during the 13-week period ending April 
29,2017. 

35. Approval of the consolidated financial statements 

The consolidated financial statements were approved by the Board of Directors and authorized for issue on April 25, 2017. 
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CORPORATE INFORMATION 

Head Office 

Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto, Ontario 
M5B 2C3 

Website:sears.ca 
E-mail:home@sears.ca 

For more information about the Company, or for 
additional copies of the Annual Report, write to the 
Corporate Communications Department at the Head 
Office of Sears Canada Inc., or call 416-941-4422. 

The Company's regulatory filings can be found on the 
SEDAR website at sedar.com and on the U.S. Securities 
Exchange Commission (SEC) website at sec.gov. 

Stock Exchange Listing 

Toronto Stock Exchange 
Trading symbol: SCC 
NASDAQ 
Trading symbol: SRSC 

Transfer Agents and Registrars 

CST Trust Company 
P.O. Box 700, Station B 
Montreal, Quebec 
H3B 3K3 

Answerline: 

Fax: 
Website: 
E-Mail: 

416-682-3860 
1-800-387-0825 
1-888-249-6189 
canstockta.com 
inguiries@canstockta.com 

American Stock Transfer & Trust Company, LLC 
6201 15th Avenue 
Brooklyn, NY 
11219 

Answerline: 
Fax: 
Website: 
E-Mail: 

1-800-937-5449 
718-236-2641 
am stock. com 
info@amstock.com 

Annual Meeting 

The Annual Meeting of the Shareholders of Sears 
Canada Inc. will be held on Wednesday, June 14,2017 
at 8:00a.m. in the Auditorium, Fourth floor, 290 Yonge 
Street, Toronto, Ontario Canada. 

Edition fran~;aise du rapport annuel 

On peut se procurer !'edition fran9aise de ce rapport en 
ecrivant au : 

Service national des communications 
Sears Canada Inc. 
290 Yonge Street 
Suite 700 
Toronto (Ontario) 
M5B 2C3 

Pour de plus amples renseignements au sujet de Ia 
Societe, veuillez ecrire au service national des 
communications, ou composer Ie 416-941-4422. 

Les depots reglementaires de Ia Societe se trouvent sur 
Ie site Web de SEDAR a l'adresse sedar.com et sur Ie 
site Web de Ia ~ecurities Exchange Commission 
( « SEC ») des Etats-Unis a I 'adresse sec.gov. 
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This is Exhibit "H" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 20 18 

A Commissfoner for taking Affidavits 

Sha~non Bever!~y Ste. Marie, a Commissioner, etc., 
Provmce of Ontano, while a Student-at-Law. 
Expires March 23, 2019. 
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SC 130/A 1 d812542dsc13da.htm SC 130/A 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

SCHEDULE 13D 

Under the Securities Exchange Act of 1934 
(Amendment No. 4) * 

Sears Canada Inc. 
(Name oflssuer) 

Common Shares, no par value 
(Title of Class of Securities) 

81234D109 
(CUSIP Number) 

Janice V. Sharry, Esq. 
Haynes and Boone, LLP 

2323 Victory Avenue, Suite 700 
Dallas, Texas 75219 

(214)651-5000 
(Name, Address and Telephone Number of Person Authorized to Receive Notices and Communications) 

October 26,2014 
(Date of Event which Requires Filing of this Statement) 
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Ifthe filing person has previously filed a statement on Schedule 13G to report the acquisition that is the subject ofthis Schedule 130, 
and is filing this schedule because of §§240.13d-I (e), 240.13d-1 (f) or 240.13d-1 (g), check the following box. ·· 

Note: Schedules filed in paper fonnat shall include a signed original and five copies of the schedule, including all exhibits. See 
§240.13d-7 for other parties to whom copies are to be sent. 

* The remainder of this cover page shall be filled out for a reporting person's initial filing on this form with respect to the subject 
class of securities, and for any subsequent amendment containing information which would alter disclosures provided in a prior 
cover page. 

The information required on the remainder of this cover page shall not be deemed to be "filed" for the purpose of Section 18 ofthe 
Securities Exchange Act of 1934, as amended ("Act") or otherwise subject to the liabilities of that section of the Act but shall be 
subject to all other provisions of the Act (however, see the Notes). 

https://www.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.hlm 1/18 
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CUSIPNo. 8I234DI09 

I. Names ofReporting Persons. 

ESL Partners, L.P. 
2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) 00 

'"' SEC Use Only .J. 

4. Source ofFunds (See Instructions) 

00 
5. Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

00 

6. Citizenship or Place of Organization 

Delaware 
7. Sole Voting Power 

Number of 24,807,223 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 
0 

Each 
Reporting 9. Sole Dispositive Power 

Person 
With 24,807,223 

IO. Shared Dispositive Power 

20,850,304 

II. Aggregate Amount Beneficially Owned by Each Reporting Person 

45,657,527 

I2. Check if the Aggregate Amount in Row (II) Excludes Certain Shares (See Instructions) 

00 

I3. Percent of Class Represented by Amount in Row (II) 

44.8% (I) 
I4. Type ofReporting Person (See Instructions) 

PN 

(I) Based upon I 0 I ,877,662 Shares of the Issuer outstanding as of October I4, 20 I4, as disclosed in Amendment No. I to 
Form F-I 0 filed by the Issuer with the Securities and Exchange Commission on October I5, 2014. 

https:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 

681 

3/18 



2/23/2018 SC 130/A 

CUSIPNo. 81234DI09 

I. Names ofReporting Persons. 

SPE I Partners, LP 

2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) 00 

.... SEC Use Only .J. 

4. Source ofFunds (See Instructions) 

00 
5. Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

00 

6. Citizenship or Place of Organization 

Delaware 
7. Sole Voting Power 

Number of 830,852 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 0 
Each 

Reporting 9. Sole Dispositive Power 

Person 
With 830,852 

10. Shared Dispositive Power 

0 
II. Aggregate Amount Beneficially Owned by Each Reporting Person 

830,852 
12. Check if the Aggregate Amount in Row (II) Excludes Certain Shares (See Instructions) 

00 

13. Percent of Class Represented by Amount in Row (II) 

0.8% (I) 

14. Type ofReporting Person (See Instructions) 

PN 

(I) Based upon I 0 I ,877,662 Shares of the Issuer outstanding as of October 14, 2014, as disclosed in Amendment No. I to 
Form F-1 0 filed by the Issuer with the Securities and Exchange Commission on October 15,2014. 

https:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 81234D109 

1. Names ofReporting Persons. 

SPE Master I, LP 

2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) .. 
'l SEC Use Only .J. 

4. Source ofFunds (See Instructions) 

00 
5 . Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

.. 

6. Citizenship or Place of Organization 

Delaware 
7. Sole Voting Power 

Number of 1,068,522 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 0 
Each 

Reporting 9. Sole Dispositive Power 

Person 
With 1,068,522 

10. Shared Dispositive Power 

0 
11. Aggregate Amount Beneficially Owned by Each Reporting Person 

1,068,522 

12 . Check if the Aggregate Amount in Row (11) Excludes Certain Shares (See Instructions) 

.. 

13. Percent of Class Represented by Amount in Row (11) 

1.0% (1) 

14. Type ofReporting Person (See Instructions) 

PN 

(1) Based upon 101,877,662 Shares of the Issuer outstanding as of October 14, 2014, as disclosed in Amendment No. I to 
Fom1 F-1 0 filed by the Issuer with the Securities and Exchange Commission on October 15,2014. 

htlps:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 81234D109 

1. Names ofReporting Persons. 

RBS Partners, L.P. 
2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) 00 

,., 
SEC Use Only .). 

4. Source of funds (See Instructions) 

00 
5. Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

00 

6. Citizenship or Place of Organization 

Delaware 
7. Sole Voting Power 

Number of 26,706,597 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 0 
Each 

Reporting 9. Sole Dispositive Power 

Person 
With 26,706,597 

10. Shared Dispositive Power 

20,850,304 

11. Aggregate Amount Beneficially Owned by Each Reporting Person 

47,556,901 

12. Check if the Aggregate Amount in Row (11) Excludes Certain Shares (See Instructions) 

00 

13. Percent of Class Represented by Amount in Row (11) 

46.7%(1) 

14. Type ofReporting Person (See Instructions) 

PN 

(1) Based upon 101 ,877,662 Shares of the Issuer outstanding as of October 14, 2014, as disclosed in Amendment No. I to 
Form F-1 0 filed by the Issuer with the Secmities and Exchange Commission on October 15, 2014. 

hltps://www.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 81234D109 

1. Names ofRepot1ing Persons. 

ESL Institutional Partners, L.P. 

2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) .. 
_., 

SEC Use Only .J. 

4. Source ofFunds (See Instructions) 

00 
5 . Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

.. 

6. Citizenship or Place of Organization 

Delaware 
7. Sole Voting Power 

Number of 8,223 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 
0 

Each 
Reporting 9. Sole Dispositive Power 

Person 
With 8,223 

10. Shared Dispositive Power 

0 
11. Aggregate Amount Beneficially Owned by Each Reporting Person 

8,223 

12 . Check if the Aggregate Amount in Row (11) Excludes Certain Shares (See Instructions) 

.. 
13. Percent of Class Represented by Amount in Row (11) 

0.0% (1) 

14. Type ofReporting Person (See Instructions) 

PN 

(1) Based upon 101,877,662 Shares of the Issuer outstanding as of October 14, 2014, as disclosed in Amendment No. I to 
Form F-1 0 filed by the Issuer with the Securities and Exchange Commission on October 15, 20 14. 

https://www.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 81234DI09 

1. Names ofReporting Persons. 

RBS Investment Management, L.L.C. 
2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) 00 

3. SEC Use Only 

4. Source ofFunds (See Instructions) 

00 
5. Check if Disclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

00 

6. Citizenship or Place ofOrganization 

Delaware 
7. Sole Voting Power 

Number of 8,223 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 
0 

Each 
Reporting 9. Sole Dispositive Power 

Person 
With 8,223 

10. Shared Dispositive Power 

0 
11. Aggregate Amount Beneficially Owned by Each Reporting Person 

8,223 

12. Check if the Aggregate Amount in Row (11) Excludes Cettain Shares (See Instructions) 

00 

13. Percent of Class Represented by Amount in Row (11) 

0.0% (1) 

14. Type ofReporting Person (See Instructions) 

00 

(1) Based upon 101,877,662 Shares of the Issuer outstanding as of October 14,2014, as disclosed in Amendment No. 1 to 
Form F-1 0 filed by the Issuer with the Securities and Exchange Commission on October 15, 2014. 

https:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 81234D109 

1. Names ofReporting Persons. 

CRK Partners, LLC 

2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) .. 

" SEC Use Only .J. 

4. Source ofFunds (See Instructions) 

00 
5 . Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

.. 
6. Citizenship or Place of Organization 

Delaware 

7. Sole Voting Power 

Number of 599 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 0 
Each 

Reporting 9. Sole Dispositive Power 

Person 
With 599 

10. Shared Dispositive Power 

0 
11. Aggregate Amount Beneficially Owned by Each Reporting Person 

599 
12 . Check if the Aggregate Amount in Row (II) Excludes Certain Shares (See Instructions) 

.. 

13. Percent of Class Represented by Amount in Row (II) 

0.0%(1) 
14. Type of Reporting Person (See Instructions) 

00 

(1) Based upon 10 I ,877,662 Shares of the Issuer outstanding as of October 14, 2014, as disclosed in Amendment No. 1 to 
Fom1 F-1 0 filed by the Issuer with the Secutities and Exchange Commission on October 15,2014. 

htlps:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 812340109 

I. Names of Reporting Persons. 

ESL Investments, Inc. 

2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) .. 

3. SEC Use Only 

4. Source ofFunds (See Instructions) 

00 
5 . Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

.. 

6. Citizenship or Place of Organization 

Delaware 
7. Sole Voting Power 

Number of 26,715,419 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 0 
Each 

Reporting 9. Sole Dispositive Power 

Person 
With 26,715,419 

10. Shared Dispositive Power 

20,850,304 
II. Aggregate Amount Beneficially Owned by Each Reporting Person 

47,565,723 
12 . Check if the Aggregate Amount in Row (II) Excludes Certain Shares (See Instructions) 

.. 

13. Percent of Class Represented by Amount in Row (II) 

46.7% (I) 

14. Type ofReporting Person (See Instructions) 

co 

(I) Based upon I 0 I ,877,662 Shares of the Issuer outstanding as of October 14,2014, as disclosed in Amendment No. I to 
Form F-1 0 filed by the Issuer with the Securities and Exchange Commission on October 15, 2014. 

https://www.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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CUSIPNo. 81234DI09 

1. Names of Reporting Persons. 

Edward S. Lampert 

2. Check the Appropriate Box if a Member of a Group (See Instructions) 

(a) x (b) 00 

'l SEC Use Only .). 

4: Source ofFunds (See Instructions) 

00 
5. Check ifDisclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e) 

00 

6. Citizenship or Place of Organization 

United States 

7. Sole Voting Power 

Number of 47,565,723 
Shares 8. 

Beneficially 
Shared Voting Power 

Owned by 0 
Each 

Reporting 9. Sole Dispositive Power 

Person 
With 26,715,419 

10. Shared Dispositive Power 

20,850,304 

II. Aggregate Amount Beneficially Owned by Each Reporting Person 

47,565,723 

12. Check if the Aggregate Amount in Row (II) Excludes Certain Shares (See Instructions) 

00 

13. Percent of Class Represented by Amount in Row (II) 

46.7%(1) 

14. Type of Reporting Person (See Instructions) 

IN 

(I) Based upon I 0 I ,877,662 Shares of the Issuer outstanding as of October 14, 2014, as disclosed in Amendment No. I to 
Form F-1 0 filed by the Issuer with the Securities and Exchange Commission on October 15,2014. 

htlps://www.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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This Amendment No.4 to Schedule I 3D (this "Amendment") relates to common shares, no par value (the "Shares"), of Sears 
Canada Inc., a corporation organized under the laws of Canada (the "Issuer"). This Amendment amends the Schedule I 3D, as 
previously amended, filed with the Securities and Exchange Commission by ESL Partners, L.P., a Delaware limited partnership 
("Partners"), SPE I Partners, LP, a Delaware limited partnership ("SPE I"), SPE Master I, LP, a Delaware limited partnership ("SPE 
Master I" and, together with SPE I, the "SPEs"), RBS Partners, L.P., a Delaware limited partnership ("RBS"), ESL Institutional 
Partners, L.P., a Delaware limited partnership ("Institutional"), RBS Investment Management, L.L.C., a Delaware limited liability 
company ("RBSIM"), CRK Partners, LLC, a Delaware limited liability company ("CRK LLC"), ESL Investments, Inc., a Delaware 
corporation ("ESL"), and Edward S. Lampert, a United States citizen, by furnishing the inf01mation set forth below. Except as 
otherwise specified in this Amendment, all previous Items are unchanged. Capitalized terms used herein which are not defined herein 
have the meanings given to them in the Schedule I 3D, as previously amended, filed with the Securities and Exchange Commission. 

Item 3. Source and Amount of Funds or Other Consideration. 

Item 3 is hereby amended and supplemented as follows: 

"Effective on October 26, 2014, in connection with the Rights Offering by Holdings to its stockholders, the SPEs privately sold 
all 4,434,655 subscription rights they received in the Rights Offering (collectively, the "Acquired Rights") to both Partners and 
Mr. Lampert (together, the "Acquiring Reporting Persons"), at a price of$0.1 02 per subscription right, the closing price on 
October 24, 2014. Partners used working capital to privately purchase the Acquired Rights. Mr. Lampert used personal funds to 
privately purchase the Acquired Rights. The rights purchase agreements are attached hereto as Exhibits 99.4-99.7 and incorporated 
by reference herein. 

On October 27, 2014, the Acquiring Reporting Persons exercised the Acquired Rights to purchase an aggregate of I ,665,847 
Shares of the Issuer from Holdings for total cash consideration of$15,825,546.50. Partners used working capital to exercise the 
Acquired Rights to purchase Shares of the Issuer. Mr. Lampert used personal funds to exercise the Acquired Rights to purchase Shares 
ofthe Issuer. 

690 

The Acquiring Reporting Persons also exercised the over-subscription privileges associated with the Acquired Rights to 
acquire, upon completion ofthe Rights Offering, additional Shares of the Issuer, but only to the extent that such exercise would result 
in the Reporting Persons owning no more than 50,438,811 Shares ofthe Issuer upon completion of the Rights Offe1ing (and, in any 
event, less than 50.0% of the Shares of the Issuer then outstanding)." 

Item 4. Purpose ofTransaction. 

Item 4 is hereby amended and supplemented as follows: 

"The SPEs are liquidating entities and do not make new investments, such as the exercise of subscription rights. Accordingly, 
on October 26,2014, the SPEs privately sold all their subscription rights received in the Rights Offering to the Acquiring Reporting 
Persons. 

On October27, 2014, the Acquiring Reporting Persons exercised the Acquired Rights to purchase an aggregate of I ,665,847 
Shares of the Issuer from Holdings. 

The Acquiring Reporting Persons also exercised the over-subscription privileges associated with the Acquired Rights to 
acquire, upon completion of the Rights Offering, additional Shares of the Issuer, but only to the extent that such exercise would result 
in the Reporting Persons owning no more than 50,438,811 Shares of the Issuer upon completion of the Rights Offering (and, in any 
event, less than 50.0% ofthe Shares of the Issuer then outstanding)." 

Item 5. Interest in Secm·ities ofthe Issuer. 

Item 5 is hereby amended and restated in its entirety as follows: 

"(a)-(b) Each Reporting Person declares that neither the filing ofthis statement nor anything herein shall be construed as an 
admission that such person is, for the purposes of Section 13(d) or 13(g) of the Act or any other purpose, the beneficial owner of any 
securities covered by this statement. 

https:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 12/18 
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Each Reporting Person may be deemed to be a member of a group with respect to the Issuer or securities of the Issuer for the 
purposes of Section 13(d) or 13(g) of the Act. Each Reporting Person declares that neither the filing ofthis statement nor anything 
herein shall be constmed as an admission that such person is, for the purposes of Section 13(d) or 13(g) of the Act or any other 
purpose, (i) acting (or has agreed or is agreeing to act) with any other person as a partnership, limited partnership, syndicate, or other 
group for the purpose of acquiring, holding, or disposing of securities of the Issuer or otherwise with respect to the Issuer or any 
securities ofthe Issuer or (ii) a member of any syndicate or group with respect to the Issuer or any securities of the Issuer. 

As of October 28, 2014, the Repotting Persons may be deemed to beneficially own the Shares oft he Issuer set forth in the table 
below. 

Nl'li1BER OF PERCENTAGE 
SHARES OF SHARED SOLE SHARED 

BENEFICIALLY OllTSTAND IN G SOLE VOTING VOTING DISI'OSITTVE DISPOSITIVE 
REPORTING PERSON 0\VNED SfH.RES POWER POWER POWER POWER 
ESL Partners, L.P. 45,657,527(1) 44.8% 24.&07,223 0 24,807,223 20.850,304( 1) 
SPE I Partners, LP 830.852 0.8% &30,852 0 830,852 0 
SPE Master I, LP I ,068,522 1.0% 1,068,522 0 1,068,522 0 
RBS Partners, L.P. 47,556,901 (1 )(2) 46.7% 26,706,597(2) 0 26,706,597(2) 20,850,304(1) 
ESL Institutional 

Partners, L.P. 8,223 0.0% 8,223 0 8,223 0 
RBS Investment 

Management, L.L.C. 8,223(3) 0.0% 8,223(3) 0 8,223(3) 0 
CRK Partners, LLC 599 0.0% 599 0 599 0 
ESL Investments, Inc. 47,565,723(1 )(4) 46.7% 26,715,419(4) 0 26,715,419(4) 20,850,304( 1) 
EdwardS. Lampert 47,565,723(1 )(5) 46.7% 4 7,5 65,723(1 )(5) 0 26,715,419(5) 20,850,304(1) 

(I) This number includes 20,8 50,304 Shares of the Issuer held by Mr. Lampert. Partners has entered into a Lock-Up Agreement with 
Mr. Lampert that restricts the purchase and sale of securities owned by Mr. Lampert. Pursuant to the Lock-Up Agreement, 
Pattners may be deemed to have shared dispositive power over, and to indirectly beneficially own, securities owned by 
Mr. Lampert. RBS, ESL and Mr. Lampeti may also be deemed to have shared dispositive power over, and to indirectly 
beneficially own, such securities. 

(2) This number includes 24,807,223 Shares of the Issuer held by Pmtners, 830,852 Shares of the Issuer held by SPE I and l ,068,522 
Shares of the Issuer held by SPE Master I. RBS is the general pattnerof, and may be deemed to indirectly beneficially own 
securities owned by, Pattners, SPE I and SPE Master L 

(3) This number includes 8,223 Shares of the Issuer held by InstitutionaL RBSIM is the general partner of, and may be deemed to 
indirectly beneficially own securities owned by, Institutional. 

(4) This number includes 24,807,223 Shares of the Issuer held by Partners, 830,852 Shares of the Issuer held by SPE I, I ,068,522 
Shares of the Issuer held by SPE Master L 8,223 Shares of the Issuer held by Institutional and 599 Shares of the Issuer held by 
CRK LLC. ESL is the general pattnerof, and may be deemed to indirectly beneficially own securities owned by, RBS. ESL is 
the manager of, and may be deemed to indirectly beneficially own securities owned by, RBSIM. ESL is the sole member of, and 
tllay be deemed to indirectly beneficially own securities owned by, CRK LLC. 

(5) TI1is number inc I udes 24,807,223 Shares of the Issuer held by Partners, 830,852 Shares of the Issuer held by SPE I, 1,068,522 
Shares of the Issuer held by SPE Master I, 8,223 Shares of the Issuer held by Institutional and 599 Shares of the Issuer held by 
CRK LLC. Mr. Lampert is the Cbainnan, Chief Executive Officer and Director of, and may be deemed to indirectly beneficially 
own securities owned by, ESL. 

(c) Other than as set f01th on Annex B hereto, there have been no transactions in the class of securities repotted on that were 
effected by the Reporting Persons during the past sixty days or since the most recent filing ofSchedule 13 D, whichever is less. 

(d) Not applicable. 

(e) Not applicable." 
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Item 6. Contracts, Arrangements, Understandings or Relationships With Respect to Securities ofthe Issuer. 

Item 6 is hereby amended and supplemented as follows: 

"The information set forth in Item 4 is incorporated by reference into this Item 6." 

Item 7. Material to be Filed as Exhibits. 

99.1 

99.2 

99.3 

99.4 

99.5 

99.6 

Item 7 is hereby amended and restated in its entirety as follows: 

"The following exhibits are filed as exhibits hereto: 

Description of Exhibit 

Letter Agreement, dated June 2, 201 0, by and between ESL Partners, L.P. and Edward S. Lampert (incorporated by 
reference to Exhibit 99.1 to Schedule 13D filed on November 13, 2012). 

Joint Filing Agreement (incorporated by reference to Exhibit 99.2 to Schedule 13D filed on October 3, 2014). 

Form ofSubscription Rights Certificate (incorporated by reference to Exhibit 99.3 to Schedule 13D filed on October 17, 
2014). 

Rights Purchase Agreement, dated as of October 26,2014, by and between SPE Master I, LP and ESL Partners, L.P. (filed 
herewith). 

Rights Purchase Agreement, dated as of October 26, 2014, by and between SPE Master I, LP and Mr. Edward S. Lampert 
(filed herewith). 

Rights Purchase Agreement, dated as of October 26, 2014, by and between SPE I Partners, LP and ESL Partners, L.P. 
(filed herewith). 

692 

99.7 Rights Purchase Agreement, dated as of October 26, 2014, by and between SPE I Partners, LP and Mr. Edward S. Lampert 
(filed herewith)." 

https:/lwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 14/18 
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SIGNATURE 

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set forth in this statement is 
true, complete and correct. 

Date: October 28, 2014 ESL PARTNERS, L.P. 

By: RBS Partners, L.P., as its general partner 

By: ESL Investments, Inc., as its general partner 

By: /s/ Edward S. Lampert 

Name: Edward S. Lampert 
Title: ChiefExecutive Officer 

SPE I PARTNERS, LP 

By: RBS Partners, L.P., as its general partner 

By: ESL Investments, Inc., as its general partner 

By: /s/ Edward S. Lampert 
Name: Edward S. Lampert 
Title: ChiefExecutive Officer 

SPE MASTER I, LP 

By: RBS Partners, L.P., as its general partner 

By: ESL Investments, Inc., as its general pmtner 

By: /s/ Edward S. Lampert 
Name: EdwardS. Lampert 
Title: ChiefExecutive Officer 

RBS PARTNERS, L.P. 

By: ESL Investments, Inc., as its general partner 

By: /s/ Edward S. Lampert 

Name: Edward S. Lampert 
Title: ChiefExecutive Officer 

ESL INSTITUTIONAL PARTNERS, L.P. 

By: RBS Investment Management, L.L.C., as its general partner 

By: ESL Investments, Inc., as its manager 

By: /s/ Edward S. Lampert 
Name: Edward S. Lampert 
Title: ChiefExecutive Officer 

https:llwww.sec.gov/Archives/edgar/data/923727/000119312514385317/d812542dsc13da.htm 
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RBS INVESTMENT MANAGEMENT, L.L.C. 

By: ESL Investments, Inc., as its manager 

By: Is/ EdwardS. Lampert 

Name: EdwardS. Lampert 
Title: ChiefExecutive Officer 

CRK PARTNERS, LLC 

By: ESL Investments, Inc., as its sole member 

By: Is! EdwardS. Lampert 
Name: EdwardS. Lampert 
Title: ChiefExecutive Officer 

ESL INVESTMENTS, INC. 

By: Is/ EdwardS. Lampert 
Name: EdwardS. Lampert 
Title: ChiefExecutive Officer 

EDWARD S. LAMPERT 

By: Is/ Edward S. Lampert 

694 
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ANNEX B 

RECENT TRANSACTIONS BY THE REPORTING PERSONS IN THE SECURITIES OF 
SEARS CANADA INC. 

Date of Description Shares Shares 
Entity Transaction of Transaction Acguired DisJ.!osed 
SPE I Partners, LP Private Sale of 

I 0/26/20I4 Subscription Rights 728,699(I) 
SPE Master I, LP Private Sale of 

I 0/26/20I4 Subscription Rights 937,I47(1) 
ESL Partners, L.P. Private Purchase of 

I 0/26/20I4 Subscription Rights 724,636(I) 
Edward S. Lampert Private Purchase of 

I 0/26/20 I4 Subscription Rights 94I ,211 (I) 
ESL Partners, L.P. Exercise of Acquired 

I 0/27/20 I4 Subscription Rights 724,636 
Edward S. Lampert Exercise of Acquired 

I0/27/20I4 Subscription Rights 94I,2II 

Price 
Per Share 

$ O.I02(2) 

$ O.I 02(2) 

$ O.I 02(2) 

$ O.I 02(2) 

$ 9.50 

$ 9.50 

(I) Represents Shares of the Issuer that may be acquired upon the exercise of subscription rights to purchase Shares of the Issuer. 
(2) Represents the closing price of the subscription rights to purchase Shares of the Issuer on October 24, 20 I4. 

695 
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99.1 

99.2 

99.3 

99.4 

99.5 

99.6 

99.7 

SC 130/A 

EXHIBIT INDEX 

Description of Exhibit 

Letter Agreement, dated June 2, 201 0, by and between ESL Partners, L.P. and Edward S. Lampert (incorporated by 
reference to Exhibit 99.1 to Schedule 13D filed on November 13,20 12). 

Joint Filing Agreement (incorporated by reference to Exhibit 99.2 to Schedule 13D filed on October 3, 2014 ). 

Form ofSubscription Rights Certificate (incorporated by reference to Exhibit 99.3 to Schedule 13D filed on October 17, 
2014). 

Rights Purchase Agreement, dated as of0ctober26, 2014, by and between SPE Master I, LP and ESL Partners, L.P. (filed 
herewith). 

Rights Purchase Agreement, dated as of October 26, 2014, by and between SPE Master I, LP and Mr. Edward S. Lampert 
(filed herewith). 

Rights Purchase Agreement, dated as of October 26, 2014, by and between SPE I Partners, LP and ESL Partners, L.P. 
(filed herewith). 

696 

Rights Purchase Agreement, dated as of October 26, 20 14, by and between SPE I Partners, LP and Mr. Edward S. Lampert 
(filed herewith). 
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This is Exhibit "I" referred to in the 

Affidavit of 

JONATHAN WYPYCH 

Sworn before me, 

this 1 sr day of March, 20 18 

A C01lllllifsi0l1eg Affidavits 

Shannon Beverley Ste. Marie, a Commissioner, etc., 
Province of Ontario, while a Student-at-Law. 
Expires March 23, 2019. 
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2/23/2018 SEC FORM 13F-HR 

The Securities and Exchange Commission has not necessarily reviewed the information in this filing and has 
not determined if it is accurate and complete. 

The reader should not assume that the information is accurate and complete. 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 13F 

FORM 13F COVER PAGE 

Report for the Calendar Year or Quarter Ended: 12-31-2014 

Check here if Amendment D Amendment Number: 

This Amendment (Check only one.): Dis a restatement. 

D adds new holdings entries. 

Institutional Investment Manager Filing this Report: 

Name: 

Address: 

Form 13F File 
Number: 

RBS Partners, L.P. 

1170 Kane Concourse 

Su.ite 200 

Bay Harbor Islands, FL 33154 

028-02610 

The institutional investment manager filing this report and the person by whom it is signed hereby represent that 
the person signing the report is authorized to submit it, that all information contained herein is true, correct and 
complete, and that it is understood that all required items, statements, schedules, lists, and tables, are considered 
integral parts of this form. 

Person Signing this Report on Behalf of Reporting Manager: 

Name: 

Title: 

Phone: 

Edward S. Lampert 

Chief Executive Ofilccr oflhe General Partner 

(305) 702-2100 

Signature, Place, and Date of Signing: 

Is! Ed;vard S. Lampc1t 

[Signature] 

BayHarbor, FL 02-17-2015 

[City, State] [Date] 

Report Type (Check only one.): 

~ 13F HOLDINGS REPORT. (Check here if all holdings of this reporting manager are reported in this report.) 

D 13F NOTICE. (Check here if no holdings reported are in this report, and all holdings are reported by other reporting 
manager(s).) 

n 
https://www.sec.gov/Archives/edgar/data/860585/000095012315003292/xs1Form13F _X01/primary_doc.xml 

698 

1/2 

710



212312018 SEC FORM 13F-HR 

U 13F COMBINATION REPORT. (Check here if a portion of the holdings for this reporting manager are reported in this 
report and a portion are reported by other reporting manager(s).) 

Report Summary: 

Number of Other Included 
Managers: 

Form 13F Information Table Entry 
Total: 

Form 13F Information Table Value 
Total: 

List of Other Included Managers: 

Form 13F Summary Page 

12 

2,211,277 

(thousands) 

Provide a numbered list of the name(s) and Form 13F file number(s) of all institutional investment managers with respect to 
which this report is filed, other than the manager filing this report. 

[If there are no entries in this list, state "NONE" and omit the column headings and list entries.] 

Form 13F 
No. File Name 

Number 

028-11470 ESL Investments, Inc. 

https:/lwww.sec.gov/Archives/edgar/data/8605851000095012315003292/xs1Form13F _X01/primary_doc.xml 
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2123/2018 SEC FORM 13-F Information Table 
700 

The Securities and Exchange Commission has not necessarily reviewed the information in this filing and has not 
determined if it is accurate and complete. 

The reader should not assume that the information is accurate and complete. 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION OMB APPROVAL 
washington, D.C. 20549 OMB Number: 3235-0006 

FORM 13F Expires: Oct 31. 2018 

Estimated average burden 

FORM 13F INFORMATION TABLE hours per 23.8 response: 
_., - -

COLUMN 1 COLUMN COLUMN 3 COLUMN COLUMN 5 COLUMN 6 COLUMN 7 COLUMN 8 
2 4 

VALUE SHRS OR SH/ PUT/ INVESTMENT OTHER VOTING AUTHORITY 

NAME OF TITLE 

ISSUER OF CUSIP (x$1000) PRN AMT PRN CALL DISCRETION MANAGER SOLE SHARED NONE 
CLASS 

AUTONATJON 
COM 05329Wl02 527,4.13 8.730.562 SH SOLE 0 8,730,562 0 0 INC 

AlJTONATION 
COM 05329W102 275 4,554 SH DFND 4,554 0 0 INC 

GAP INC DEL COM 364760108 12,539 297,779 SH SOLE 0 297.779 0 0 

INTERNATIONAL 
BUSINESS COM 459200101 34,752 216,605 SH SOLE 0 216,605 0 0 
MACHS 

LANDS END INC 
COM 51509Fl05 428,939 7,949,202 SH SOLE 0 7,949.202 0 0 NEW 

LANDS END .INC 
COM 5l509Fl05 178 3,301 SH DFND 3.301 0 0 NEW 

SEARSCDAINC COM 812340109 270,008 28,096,581 SH SOLE 0 28,096,581 0 0 

SEARS CDA INC COM 81234D109 85 8,822 SH DFND 8,822 0 0 

SEARSHLDGS 
COM 812350!06 871,572 26,427,295 SH SOLE 0 26,427,295 0 0 

CORP 

SEARSHLDGS 
COM 812350106 3.62 l 0.977 SH DFND 10,977 0 0 

CORP 

SEARS 
HOMETOWN& COM 812362101 65,121 4,952,151 SH SOLE 0 4.952,151 0 0 
OUTLETSTOR 

SEARS 
HOMETOWN& COM 812362101 33 2,506 SH DFND 2,506 0 0 
OUTLET STOR 

https:/twww.sec.gov/fllchivesledgar/data/860585/0000950123150032921xsiForm13F _)(01/form13flnfoTable.xml 1/1 
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IN THE MA TIER 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., INITWM TRADING AND SOURCING CORP., 
SEARS FLOOR COVERING CENTRES INC., 173470 CANADA INC., 2497089 ONTARIO INC., 6988741 CANADA INC., 10011711 
CANADA INC., 1592580 ONTARIO LIMITED, 95504I ALBERTA LTD., 4201531 CANADA INC., 
168886 CANADA INC., AND 3339611 CANADA INC. The Applicants 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding commenced at Toronto 

AFFIDAVIT OF JONATHAN WYPYCH 
(Sworn March 1, 2018) 

MCMILLAN LLP 
Brookfield Place 
181 Bay Street, Suite 4400 
Toronto, ON, MSJ 2T3 

Wael Rostom LS#: 43165S 
E-mail: wael.rostom@mcmillan.ca 
Tel: 416.865.7790 I Fax: 416.865.7048 

Brett Harrison LS#: 44336A 
E-mail: brett.harrison@nicmillan.ca 
Tel: 416.865.7932 I Fax: 416.865.7048 

Stephen Brown-Okruhlik LS#: 66576P 
E-mail: stephen.brown-okruhlik@mcmillan.ca 
Tel: 416.865.7043 I Fax: 416.865.7048 

Lawyers for Mr. Edward S. Lampert, ESL Investments 
Inc., ESL Pat1ners, L.P. and RBS Partners, L.P. et al 
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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. 
 

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

 

 

 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 
 

PROCEEDING COMMENCED AT TORONTO 

 RESPONDING RECORD OF THE ESL PARTIES 

  

POLLEY FAITH LLP 

The Victory Building 

80 Richmond Street West 

Suite 1300 

Toronto, ON 

M5H 2A4 

 

Andrew Faith (47795H) 
afaith@polleyfaith.com 
 

Jeffrey Haylock (61241F) 
jhaylock@polleyfaith.com 
 

Sandy Lockhart (73554J) 
slockhart@polleyfaith.com 
 

Tel: 416.365.1600 

Fax: 416.365.1601 
 

Lawyers for the ESL Parties 
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