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Critdre do recherche Nom d'organisme : sus sErvICES MANAGRMENT INC.

Critére de sélection Nom d'organisme : ses smevices woneen... Code Postal : rzazes
Fiche 001 - Détail de l'inscription 1 (de 1)

INSCRIPTION DATE-HEURE-MINUTE DATE EXTREME DEFFEY
13-0165915-0001 2013-03-06 09:32 . 2023-03-06

HYPOTHEQUE CONVENTIONNELLE SANS DEPOSSESSION

PARTIES
Titulaire _
SEARY CANADA INC.

290 Yonge Street, Suite 700, Toronto, Ontarioc M5B

Constlituant
SHS SERVICES MANAGEMENT INC.

245, 1209 59th Avenue S.E., Calgary, Alberta T2H

Constituant
GESTION DE§ SERVICES SHS INC.

245, 1209 59th Avenue S.E., Calgary, Alberta T2H

Constituant
SHS SERVICES MANAGEMENT INC./GESTION DES SERVICES SHS INC.

245, 1209 59th Avenue S.E., Calgary, Alberta . T2H
Constituant

GESTION DES SERVICES SHS INC./SHS SERVICES MANAGEMENT INC.

245, 1209 59th Avenue S.E., Calgary, Alberta T2H
BIENS

The following property ("hypothecated property"}:

1. The universality of SHS Services Limited Partnership's (the
*Grantor") moveable property, corporeal or incorporeal present and
future wherever situated, including and without restricting the
generality of the foregoing: all of the Grantor's debts, book accounts,
receivables, securities, security entitlements and other financial
assets, claims and rights of action, present and future, regardless of
where the debtors of theses debts, claims and rights are located; all
of the Grantor's inventory, present and future wherever situated; all
trademarks, patents, licenses, copyrights as well as any intellectual
right of the Grantor cor of which the Grantor benefits; all monles which
stand to the credit of the Grantor in any accounts at Sears Canada Inc.
(the "Creditor"); the principal sum, interest, and all other monies
owing and payable or hereafter owing and payable to the Grantor
pursuant to the terms of any and all deposilt instruments issued by the
Creditor in the name of the Grantor, and the entire title and interest
of the Grantor in and to any deposit instruments iseued by the

Page2de3d
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Creditor, including all renevals and replacements thereof.

2, The following property constitutes "hypothecated property® and, to
the extent that it is not already specifically included in the property
described in paragraph 1, is also charged by the hypothec and security
interest:

a) the proceeds of any sale, lease or other disposition of the
property described in paragraph 1, any debt resulting from such sale,
lease or other disposition, as well as any property acquired to replace
the hypothecated property, the Grantor not being hereby permitted to
dispose of the hypothecated property in violation of the provisions
hereof; :

b) any insurance or expropriation indemnity payable in respect of the
hypothecated property;

¢) any rights attached to the hypothecatéd propefty, as well as the
fruits and revenues produced thereby;

d) where the hypothecated property includes securities, shares and
other financial assets, all securities, shares and other financial
assets issued in replacement of these securities, shares and other
financial assets;

e) all deeds, documents, registers, {nvoices and books of account
evidencing the hypothecated property or relating thereto.

MENTIONS

Somme de I'hypothéque

$20,400,000.00 (including an additional amount equal to 20% of the
principal amount of the hypothec), with interest at the rate of 25% per
annum )

Référence a l'acte constitutif

Forme de l'acte : Sous seing privé
Date : 2013-03-01
Lieu : Alberta

AVISD'ADRESSE

N° 048217

Page3de 3
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52.

53.

appear to relate to wage amounts claimed in excess of the maximum allowable claim

pursuant to section 81.4 of the BIA, or severance amounts which constitute unsecured
claims.

The Employee Claims and the CNTQ Claim include amounts for commissions and
expenses that are in excess of the amounts recorded pursuant to SHS's payroll records. As
a result, the amount owed to SHS's former employees pursuant to section 81.4 of the BIA
cannot be finally determined until the Receiver has completed its analysis and review of
the Employee Claims and the CNTQ Claim

In addition, the Receiver understands that the CNTQ Claim appears to be a duplicate of a
number of the Employee Claims filed by certain of SHS's former employees resident in
Quebec. The Receiver is currently working with CNTQ to quantify and resolve the relevant
priority, if any, of CNTQ's claim filed against SHS's estate.

PENSION CLAIM

54.

The Receiver has reviewed the claim filed by Sun Life Financial pursuant to 81.6 of the
BIA, in respect of unremitted contributions to the Company's defined contribution
pension plan, in the amount of $42,712.03 (the “81.6 Claim”). The Receiver has
determined that the 81.6 Claim is valid and proven pursuant to the provisions of the BIA
and SHS's books and records.

CROWN OBLIGATIONS

55.

56.

The Receiver is aware of potential amounts owed to Canada Revenue Agency (“CRA”),
Revenu Quebec and various provincial tax offices with respect to provincial sales tax and
HST amounts, totaling approximately $559,000 (excluding penalties and interest).

The Receiver understands that no amounts are owed to CRA by SHS with respect to
employee source deductions.

CONTINGENCY RESERVE

57

As discussed in the Second Report, at the time of that report, Sears had agreed to advance
funding (the “Borrowings”) to the Interim Receiver to permit the Interim Receiver to

16



58.

59.

60.

hold a contingency reserve of $706,000 (the “Contingency Reserve”). The
Contingency Reserve comprised the net available cash in the Company’s bank accounts
with HSBC (the “HSBC Accounts”) at the Date of Appointment, after deducting accrued
obligations in the Interim Receivership Proceedings to January 3, 2014.

The Contingency Reserve was created in light of the potential existence of the Statutory
Priority Claims, as well as Lien and Trust Claims (as defined below) and Court-ordered
charges as indicated in the Second Report.

The Receiver notes that the funds in the Contingency Reserve consist of co-mingled funds,
and the relatively small quantum of the Contingency Reserve makes the process of tracing
such funds impractical if not impossible. The background to this was noted in the Second
Report’. As a result it may be the case that the funds do not satisfy the requirements for a
true common law trust. If this issue was contested, the Receiver thinks that the time and

cost associated with such review would significantly reduce the cash available to
stakeholders.

In order to find a practical solution to this issue, the Receiver is in discussions with the
Secured Lenders regarding using a portion of the Contingency Reserve to fund the Lien
and Trust Cash Pool contemplated by the Lien and Trust Claims Resolution Order,
discussed further below.

RESULTS OF LIEN AND TRUST CLAIMS IDENTIFICATION PROCESS

61.

62.

Pursuant to the Lien and Trust Claims Procedure Order, the Receiver was authorized and
instructed by the Court to administer a claims procedure (the “Lien and Trust Claims
Identification Process”) to identify the claims of parties asserting potential
construction liens or claims to potential trust funds (the “Lien and Trust Claims”)
pursuant to applicable provincial construction lien legislation (the “Lien Legislation”)
that existed as at the datc of the Interim Receivership Order. Capitalized terms used and
not defined in this section have the meaning given to them in the Lien and Trust Claims
Procedure Order.

Pursuant to the Lien and Trust Claims Procedure Order:

4 See paragraph 36 of the Second Report

17



a) on March 14, 2014, the Receiver mailed a Proof of Claim Document Package to a
total of 718 Known Claimants and Contractors;

b) a copy of the Lien and Trust Claims Procedure Order, the Proof of Claim
Document Package, the motion records with respect to the Lien and Trust
Claims Procedure and other materials related to the Lien and Trust Claims
Identification Process was made available on the Receiver's website at
www.pwe.com/car-shs; and

¢) onMarch 18, 2014, the Notice to Claimants was published in The Globe and Mail
(National Edition).

63. The following table summarizes the claims filed with the Receiver in accordance with the
Lien and Trust Claims Procedure Order:

Value claimed as:

Status Count Lien Trust Unspecified Tot:
Filed prior to 184 $917,700.67 $1,555,565.50 $468,399.68 $2.941,665,85

Claims Bar Date

Filed on Claims 5 11,470.92 8,408.11 - 19,879.03
Bar Date but
after 5:00pm

Filed after 9 5,154.32 5,253.64 3,333.50 13,741.46

Claims Bar Date

and before April

17,2014

Totals 198 | $934,325.91 | $1,569,227.25 $471,73318 | $2,975,286.34
POTENTIAL BANKRUPTCY

64. The Receiver was advised by counsel to Alaris on June 18, 2014 that it is considering

18



65.

seeking leave of the Court to bring an application for a receiving order for SHS.

If granted, this would result in the Company becoming bankrupt, and would reverse
certain of the Statutory Priority Claims (principally the deemed trust claims for HST and
provincial retail sales taxes). Based on recent case law, a bankruptcy may also have the
effect of rendering ineffective any Lien and Trust Claim in and to the Pre-Filing Customer
Payments and the Contingency Reserve; being the only funds which may be subject to
Lien and Trust Claims.

PROPOSED LIEN AND TRUST CLAIMS RESOLUTION PROCESS

66.

67.

Until the Receiver was advised on June 182014 that Alaris may be seeking leave to bring
an application for a receiving order against SHS, the Receiver had intended to seek the
Court’s approval of a process (the “Lien and Trust Claims Resolution Process”) it
had developed to evaluate the claims filed by Lien and Trust Claimants in order to
determine the appropriate entitlement, if any, of those claimants to a pool of funds (the
“Lien and Trust Cash Pool”) to which they may be entitled to under Lien Legislation.

In light of the possibility of the bankruptcy of SHS and given that a settlement has not yet
been reached with Sears concerning the release or payment of all or part of the Pre-Filing
Customer Payments, the Receiver is of the view that if a settlement of these issues cannot
be reached prior to the hearing scheduled for June 26, that the direction and assistance
of the Court will be required.

19



RELIEF SOUGHT

68. The Receiver respectfully requests this Court grant the Quebec Sale Approval Order.

69. The Receiver will, if necessary, issue a supplementary report prior to the June 26 Hearing
to advise of the implications of any further discussions with Sears, Alaris or the
Company’s other stakeholders.

All of which is respectfully submitted on this 19th day of June, 2014.

PricewaterhouseCoopers Inc.
In its capacity as Receiver of SHS Services Management Inc. / Gestion des Services SHS Inc. and
SHS Services Limited Partnership

o

Mica Arlétte
Senior Vice President

20
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Appendix “A”
Recciver’s Statement of Receipts and Disbursements

STATEMENT OF RECEIPTS AND DISBURSEMENTS
For the period from December 13,2013 to June 15,2014
in$oo00's
Receipts:
Sales proceeds 4,582 |
Customer receipts 998 ]
Sales tax collected on receipts 604 |
Miscellaneous receipts 39 l
Total receipts 6,223
Disbursements:
Receiver's fees and disbursements (includes legal counsel) 1,451
Payroll and source deductions 502
Sears BCA and Transition Service Agreement payments 470
Installer payments 347
Sales tax remittances (refunds) 327
Sales tax paid on disbursements 299
Monthly rent / lease payments 291
Centah 188
Telecommunications 45
Insurance 34
Utilities 27
Other expenses 42
Total disbursements 4,021
Excess of receipts over disbursements 2,203
Opening cash swept by Receiver 1,205
Funds received under Receiver's Borrowings 688
Funds held in reserve (706)
Cash held in trust - June 15,2014 3,389
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Appendix “B”
Secars Security agreements

)

)

€)

“)

)

(6)

General Security Agreement dated March 2, 2013 signed by SHS Scrvices
Limited Partnership by its general partner SHS Services Management Inc. in
favour of Sears Canada Inc.;

General Security Agreement dated March 2, 2013 signed by SHS Services
Management Inc. in favour of Sears Canada Inc.;

Security Agreement dated September 30, 2013 signed by SHS Services Limited
Partnership by its general partner SHS Services Management Inc. in favour of
Sears Canada Inc.;

Security Agreement dated September 30, 2013 signed by SHS Services
Management Inc. in favour of Sears Canada Inc.;

Hypothec on Moveable Property granted by SHS Services Management Inc. in
favour of Sears Canada Inc. in March of 2013 which was registered at the
Register of Personal and Moveable Real Rights (Quebec) (“‘RPMRR”) on March
6, 2013, under number 13-0165915-0001; and

Hypothec on Moveable Property granted by SHS Services Limited Partnership in
favour of Sears Canada Inc. in March of 2013 which was registered at the
RPMRR on March 6, 2013, under number 13-0165915-0002.



TAB C



Appendix “C”
Alaris Security agreements

(1) Security Agreement dated September 30, 2013 signed by SHS Services Limited
Partnership by its general partner SHS Services Management Inc. in favour of
Alaris Income Growth Fund Partnership; and

(2)  Security Agreement dated September 30, 2013 signed by SHS Services
Management Inc. in favour of Alaris Income Growth Fund Partnership;
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Appendix “D”
Hydrosolution Agreement (redacted)



AGREEMENT OF PURCHASE AND SALE

Made as of the 18™ day of June, 2014
Between

PRICEWATERHOUSECOQOPERS INC,,
in its capacity as receiver of
SHS Services Management Inc. / Gestion Des Services SHS Inc. and SHS Services Limited
Partnership pursuant to the Appointment Order

(the “Receiver”)
and

HYDROSOLUTION, L.P.
(the “Purchaser”)

LEGAL_22500763.1
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PURCHASE
This Agreement is made as of the 18" day of June, 2014, between

PRICEWATERHOUSECOOPERS INC.,, in its capacity as
receiver of SHS Services Management Inc. / Gestion Des Services
SHS Inc. and SHS Services Limited Partnership pursuant to the

Appointment Order
(the “Receiver™)
and
HYDROSOLUTION, L.P.
(the “Purchaser”)
RECITALS
A. Pursuant to an order of the Honourable Mr. Justice Morawetz of the Ontario Superior

Court (Commercial List) dated December 13, 2013, PricewaterhouseCoopers Inc. was appointed
interim receiver of SHS Services Management Inc. and SHS Services Limited Partnership
pursuant to Section 47(1) of the Bankruptcy and Insolvency Act (Canada) (*BIA”) and Section
101 of the Courts of Justice Act (Ontario).

B. Pursuant to an order of the Honourable Mr. Justice Brown of the Ontario Superior Court
of Justice (Commercial List) dated January 9, 2014, PricewaterhouseCoopers Inc. was appointed
receiver of SHS Services Management Inc. and SHS Services Limited Partnership pursuant to
Section 243 of the BIA and was discharged and relieved of substantially all of its duties as
Interim Receiver.

C. The Receiver desires to sell and the Purchaser desires to purchase the Assets, as more
particularly set out herein, subject to the terms and conditions hereof.

FOR VALUE RECEIVED, the parties agree as follows:
SECTION 1 — INTERPRETATION
1.1 Definitions ‘
In this Agreement:
(1)  Agreement means this Agreement of Purchase and Sale;

(2)  Appointment Order means the order of the Court appointing PricewaterhouseCoopers
Inc. as Receiver of the Debtors on January 9, 2014, as amended;
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(3)  Approval and Vesting Order has the meaning set out in Section 4.3(a);

(4)  Assets means the right, title and interest of SHS in and to the Inventory, Post-Closing
Receivables and the Contracts;

(5)  Assumed Obligations means the obligations of SHS under the Contracts from and after
the Closing Date;

(6)  Business means the residential water heater and HVAC equipment rental business
presently carried on by SHS in the province of Quebec;

(7)  Business Day means a day on which banks are open for busincss in the City of Toronto
but does not include a Saturday, Sunday or statutory holiday in the Province of Ontario;

(8)  Closing means the successful completion of the Transaction;

(9)  Closing Date means July 2, 2014 or such date as the Purchaser and receiver may agree to
in writing, provided that such datc shall not be later than July 30, 2014;

(10)  Confidential Information has the meaning set out in the Confidentiality Agreement
dated April 7, 2014 between the Purchaser and the Receiver and attached as Schedule 1.1(10) ;

(11)  Contracts means the rental agreements between SHS and its customers as set out in
Schedule L.I(11);

(12)  Court means the Ontario Superior Court of Justice (Commercial List);

(13)  Debtors means, together, SHS Services Management Inc. and SHS Services Limited
Partnership;

(14)  Deposit has the meaning specified in Section 2.7(a);

(15) ETA mcans the Excise Tax Act (Canada);

(16)  Excluded Assets means the Pre-Closing Receivables or proceeds thereof;

(17) HST means all goods and scrvice and harmonized sales taxes payable under the ETA;

(18)  Inventory means the residential water heaters and HVAC equipment located in the
province of Quebec used in the operation of the Business as set out in Schedule 1.1(18) ;

(19)  Pre-Closing Receivables means rental payment or buy-out payment obligations that are
due or past due by customers pursuant to the Contracts in the period prior to the Closing Date;

(20)  Post-Closing Receivables means rental payment or buy-out payment obligations due by
customers pursuant to the Contracts on and after the Closing Date;

(21)  Receiver has the meaning ascribed to it on the first page of this Agreement;
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(22)  Receiver Discharge Date means the date that the Receiver is discharged and refieved of

substantially all of its duties under the Appointment Order;

(23)  Purchase Price means the aggregate of-and the value of the Assumed
Obligations;

(24) SHS means SHS Services Management Inc.;

(25) Time of Closing means 10:00 a.m. (Toronto time) on the Closing Date or such other time
on the Closing Date as the parties may mutually agree; and

(26)  Transaction means the transaction of purchase and sale and assignment and assumption
contemplated by this Agreement.

1.2  Interpretation Not Affected by Headings, etc.

The division of this Agreement into sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this
Agreement. Unless otherwise indicated, all references to a “section” followed by a number
and/or a letter refer to the specified section of this Agreement. The terms “this Agreement”,
“hereof”, “herein” and “hereunder” and similac expressions refer to this Agreement and not to
any particular section hereof.

1.3 Extended Mecanings
Words importing the singular include the plural and vice versa, words importing gender
include all genders and words importing persons include individuals, partnerships, associations,
trusts, unincorporated organizations, corporations and governmental authorities. The term
“including” means “including, without limitation,” and such terms as “includes” have similar
meanings.
1.4  Schedules
The following Schedules are incorporated in and form part of this Agreement:
Schedule 1.1(10) — Confidentiality Agreement
Schedule 1.1{11) - Contracts
Schedule 1.1(18) - Inventory
Schedule 4.3(a) — Form of Approval and Vesting Order

Schedule 5.2(c) — Form of Bill of Sate and Assignment
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SECTION 2 SALE AND PURCHASE AND ASSIGNMENT

2.1 Sale and Purchase of Assets

Subject to the terms and conditions hereof and the Court granting the Approval and
Vesting Order, the Receiver, exercising the powers of sale granted pursuant to the Appointment
Ordcr, shall sell to the Purchaser and the Purchaser shall purchase the Assets on the Closing
Date, at the price and in accordance with the terms set forth herein and subject to all of the
conditions set forth herein being fulfilled. The Purchaser acknowledges that it is not purchasing
any other property or assets of SHS other than the Assets. For greater certainty, the Purchaser
acknowledges that it is not purchasing any rights, benefits or interests in and to any intellectual
property licensed, assigned or otherwise granted to SHS by Scars Canada Inc.

2.2  Assignment and Assumption of Contracts

Subject to the conditions and terms hercof, the Receiver shall assign to the Purchaser all
of SHS’ rights, benefits and interests in and to the Contracts and the Purchaser shall assume the
obligations and liabilities of SHS under the Contracts on the Closing Date.

This Agreement and any document delivered under this Agreement shall not constitute an
assignment or an attempted assignment of any Contract contemplated to be assigned to the
Purchaser under this Agreement which is not assignable without the consent of a third party if
such consent has not been obtained and such assignment or attempted assignment would
constitute a breach of such Contract or, in the altérnative, the order contemplated in Section
4.1(c) herein has not been obtained. At the option of the Receiver, any such assignment may be
made in the name of and on behalf of SHS.

23  “Asis, Whereis”

The Purchaser acknowledges that the Receiver is selling the Asscts on an “as is, where
is” basis as they shall exist on the Closing Datc and that the Assets are purchased at the
Purchaser's own risks. The Purchaser further acknowledges that it has entered into this
Agreement on the basis that the Receiver does not guarantee title to the Assets and that the
Purchaser has conducted such inspections of the condition of and title to the Assets as it deemed
appropriate and has satisfied itself with regard to these matters. No representation, warranty or
condition is expressed or can be implied as 1o title, encumbrances, description, fitness for
purpose, merchantability, condition, quantity or quality or in respect of any other matter or thing
whatsoever concerning the Assets or the right of the Receiver to sell same save and except as
expressly represented or warranted herein. Without limiting the generality of the foregoing, any
and all conditions, warranties or representations expressed or implied pursuant to the Sale of
Goods Act (Ontario), the Civil Code of Quebec, or similar legislation do not apply hereto and
have been waived by the Purchaser. The description of the Assets contained in the Schedules
hereto is for the purpose of identification only. No representation, warranty or condition has or
will be given by the Receiver concerning completeness or the accuracy of such descriptions.
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2.4  Assumed Obligations

In connection with its acquisition of the Assets, the Purchaser shall assume the Assumed
Obligations on Closing. On Closing, the Purchaser shall enter into an assumption agreement in
form and substance satisfactory to the Receiver.

2.5 Excluded Obligations

Other than the Assumed Obligations, the Purchaser shall not assume and shall not be
liable for any other liabilities or obligations of SHS.

2.6  Pre-Closing Recelvables and Post-Closing Receivables

(1)  From and after Closing, collection of Post-Closing Receivables shall be the sole
responsibility of the Purchaser and the Recciver shall have no obligation to pursue the collection
of Post-Closing Receivables, provided that in the event the Receiver receives funds from a
customer that constitute Post-Closing Receivables, it shall:

(a) hold such funds received in a segregated account in trust for the Purchaser;

(b)  notify the Purchaser in writing that it has received such funds, such notice to be
given within 2 days of receipt of the funds; and

(c) forthwith remit such funds to the Purchaser by wire transfer or by such other
method as the parties may agree, on the Friday of each week, as necessary.

(2)  Collection of Pre-Closing Receivables shall remain the sole responsibility of the Receiver
and the Purchaser shall have no obligation to pursue the collection of Pre-Closing Receivables,
provided that in the cvent the Purchaser receives funds from a customer that constitutc Prc-
Closing Reccivablcs, it shall:

(a)  hold such funds received in a segregated account in trust for the Receiver and

(b)  notify the Receiver in writing that it has received such funds, such notice to be
given within 2 days of receipt of the funds; and

(c) forthwith remit such funds to the Receiver by wire transfer or by such other
method as the parties may agree, on the Friday of each wecek, as necessary.

(3)  The parties’ obligations under this Section 2.6 shall terminate in respect of funds actually
received by them afler the earlier of (x) 60 days after the Closing Date or (y) the Receiver
Discharge Date. The Receiver and the Purchaser agree to provide reasonable assistance to the
other as each may require in their efforts to collect receivables.

2.7  Payment of the Purchase Price

On or prior to the Time of Closing, the Purchaser shall pay the Purchase Price to the
Receiver as follows:
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(@ the sum of $-the receipt of which the Receiver acknowledges, shall be paid
by the Purchaser upon execution of this Agreement as a deposit (the “Deposit”) to
be held by the Receiver in trust until the Time of Closing and credited toward the
Purchase Price upon Closing; and

(b) the balance of the Purchasc Price, after crediting the Deposit, shall be paid at the
Time of Closing.

The Receiver agrees to cause the Deposit to be placed into an interest bearing account or
certificate of deposit, with all interest earned or accrued thereon to be paid or credited to the
Purchaser at the Time of Closing, unless the Purchaser farfeits the Deposit as provided below in
which event the interest shall be paid to the Receiver. Unless otherwise agreed, all amounts
payable to the Receiver either by way of Deposit or at the Time of Closing shall be paid to the

Receiver in cash, or by cheque certified by, or draft of, a major Canadian bank listed in Schedule
1 to the Bank Act (Canada).

2.8 Allocation of Purchase Price

At the Closing, the Purchase Price shall be allocated among the Assets by the Purchaser,
who shall deliver the allocation in a form consistent with Schedule 2.8 acting reasonably.

29 Taxes

The Purchaser shall pay upon Closing, in addition to the Purchase Price, all applicable
federal and provincial taxes exigible in connection with the purchase and sale of the Assets
including, without limitation, HST and QST. The Purchaser agrees to indemnify and save the
Receiver harmless from and against all claims and demands for payment of the above-mentioned
taxes including penalties and interest thereon and any liability or costs incurred as a result of any
failure to pay such taxes when due.

SECTION 3- REPRESENTATIONS AND WARRANTIES
3.1  Purchaser’s Representations
The Purchaser represents and warrants to the Receiver that:

(a) the Purchaser is a limited partnership, organized and subsisting under the laws of
) province of Quebec;

(b)  the Purchaser has all necessary corporate power, authority and capacity to enter
into this Agreement and to perform its obligations and the execution and delivery
of this Agreement and the consummation of the transactions contemplated have
been duly authorized by all necessary corporate action on the part of the
Purchaser;

(c) the Purchaser is not a party to, bound or affected by or subject to any indenture,

agreement, instrument, charter or by-law provision, order, judgment or decree
which would be violated, contravened or breached by the execution and delivery
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by it of this Agreement or the performance by it of any of the terms contained
herein;

there is no suit, action, litigation, arbitration proceeding or governmental
proceeding, including appeals and applications for review, in progress, pending
or, to the best of the Purchaser’s knowledge, threatened against or relating to the
Purchaser or any judgment, decree, injunction, rule or order of any court,
governmental department, commission, agency, instrumentality or arbitrator
which, in any case, might adversely affect the ability of the Purchaser to enter into
this Agreement or to consummate the transactions contemplated and the
Purchaser is not aware of any existing ground on which any action, suit or
proceeding may be commenced with any reasonable likelihood of success.

this Agreement and all other documents contemplated hereunder to which the
Purchaser is or will be a party have been or will be, as at the Time of Closing,
duly and validly executed and delivered by the Purchaser and constitutes or will,
as at the Time of Closing, constitute legal, valid and binding obligations of the
Purchaser, as the case may be, enforceable in accordance with the terms hereof or
thereof; and

the Purchaser is not a non-Canadian person as defined in the Investment Canada
Act;

3.2  Receiver’s Representations

The Receiver represents and warrants to the Purchaser as follows:

(@)

(b)

the Receiver has been duly appointed as the Receiver of the Debtors pursuant to
the Appaintment Order with authority to exercise the powers of sale contained
therein; and

the Receiver has the right to enter into this Agreement and to complete the
Transaction, subject to the granting of the Approval and Vesting Order.

SECTION 4- CONDITIONS

4.1 Conditions - Purchaser

The obligation of the Purchaser to complete the Transaction is subject to the following
conditions being fulfilled or performed at or prior to the Time of Closing:

@

®)
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shall be true as of the Closing Date with the same effect as though made on and
on as of that date;
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the Assets are purchascd as an indivisible whole and form the entirety of the
Business;

Between the date of cxccution of this agreement and the Closing Date, there will
be no substantial detrimental change afTecting or that may affect the Assets or the
Business;

All documents and copies of documents in the possession of the Receiver relating
to the transfer of the Assets offered herein will have been provided to the
Purchaser and the execution and completion of the deliveries, including the
documentation required to effect the transfer of the Assets, to be made to the
Purchaser by the Receiver on or before clasing set forth herein will have been
made to the entire satisfaction of the Purchaser’s advisors;

the Purchaser and the Purchaser’s representatives and advisors shall have had
access to all of the information relevant to the Assets so as to allow the Purchaser
to verify the titles, value and quality of the Assets, and the Purchaser shall be fully
satisfied of such at its entire discretion. Without limiting the generality of the

* preceding, access to the Contracts and an up to date list of accounts receivable

(8)

(h)

shall be provided by the Receiver to the Purchaser. This condition shall have
been satisfied or waived on or before June [20], 2014;

An act of God does not make the execution of the transaction contemplated herein
impossible; and

no action or proceedings shall be pending or threatened to restrain or prohibit the
completion of the Transaction contemplated by this Agreement.

The foregoing conditions are for the exclusive benefit of the Purchaser. Any condition
may be waived by the Purchaser in whole or in part. Any such waiver shall be binding on the
Purchaser only if made in writing.

4.2 Conditions — Receiver

The obligation of the Receiver to complete the Transaction is subject to the following
conditions being fulfilled or performed at or prior to the Time of Closing:

()

(b)

(c)
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The foregoing conditions are for the exclusive bencfit of the Receiver. Any condition
may be waived by the Receiver in whole or in part. Any such waiver shall be binding on the
Receiver only if made in writing.

4.3  Approval and Vesting Order
The obligations of the Receiver and the Purchaser are subject to the conditions that:

(a) an Order shall have been made by the Court approving this Agreement and the
Transaction and vesting all the right, title and interest of SHS in the Asscts frce
and clear of all liens, security interests and other encumbrances, and, to the extent
necessary, authorizing the assignment of the Contracts and assumption of the
Assumed Obligations as contemplated under this Agreement, such Order to be
substaatially in the form of the Order attached hereto as Schedule 4.3(a) (the
“Approval and Vesting Order”); and

(b)  the Approval and Vesting Order shall not have been stayed, varied or vacated, and
no order shall have issued and no action or proceeding shall be pending to restrain
or prohibit the completion of the Transaction.

The parties hereto acknowledge that the foregoing conditions are for the mutual benefit
of the Receiver and the Purchaser,

4.4  Non-Satisfaction of Conditions

If any condition set out in this Section 4 is not satisfied or performed prior to the time
specified therefor, the party for whose benefit the condition is inserted may in writing:

(@)  waive compliance with the condition in whole or in part in its sole discretion by
written notice to the other party and without prejudice to any of its rights of
termination in the event of non-fulfilment of any other condition in whole or in
part; or ,

(b)  elect on written notice to the other party to terminate this Agreement before
Closing.

SECTION § - CLOSING
5.1  Closing

The completion of the Transaction shall take place at the offices of McMillan LLP, 44th
floor, Brookfield Place, 181 Bay Street, Toronto, Ontario, on the Closing Date at the Time of
Closing or as otherwise determined by mutual agreement of the parties in writing.

5.2 Purchaser’s Deliveries on Closing

At or before the Time of Closing, the Purchaser shall execute and deliver to the Receiver
the following, each of which shall be in form and substance satisfactory to the Receiver, acting
reasonably:
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(a) payment of the Purchase Price;

(b)  payment or evidence of payment of applicable federal and provincial taxes or
alternatively, appropriate exemption certificates, as required by Section 2.9;

(c)  abill of sale and assignment substantially in the form of Schedule 5.2(c);

(d) a certificate, dated the Closing Date, confirming that all of the representations and
warranties of the Purchaser contained in this Agreement are true as of the Closing
Date, with the same effect as though made on and as of the Closing Date;

(e) an acknowledgement dated the Closing Date, that each of the conditions
precedent in Section 4.1 of this Agreement have been fulfilled, performed or
waived as of the Closing Date; and

® such further and other documentation as is referred in this Agreement or as the
Receiver may reasonably require to give effect to this Agreement.

5.3  Receiver's Deliveries on Closing

At or before the Time of Closing, the Receiver shall execute and deliver to the Purchaser
the following, each of which shall be in form and substance satisfactory to the Purchascr, acting
reasonably:

(a) a bill of sale and assignment substantially in the form of Schedule 5.2(c);

(b) a certificate, dated the Closing Date, confirming that all of the representations and
warranties of the Receiver contained in this agreement are true as of the Closing
Date, with the same effect as though made on and as of the Closing Date;

(c) copies of the Contracts in the Recelver’s possession or control; and

(d)  anacknowledgement dated the Closing Date, that each of the conditions
precedent in Section 4.2 of this Agrcement have been fulfilled, performed or
waived as of the Closing Date.

54  Purchaser’s Acknowledgement

The Purchaser acknowledges that the Receiver is selling the rights, benefits and interests
of the Debtor in and to the Assets pursuant to the Receiver’s powers and as authorized by the
Approval and Vesting Order. The Purchaser agrees to purchase and accept the rights, benefits
and interests of the Debtor in and to the Assets pursuant to and in accordance with the terms of
the bill of sale and assignment and the Approval and Vesting Order.

5.5 Possession of Assets

SHS shall remain in possession or control of the Assets until the Time of Closing. On
Closing, the Purchaser shall take possession or control of the Assets where situate at the Time of
Closing. The Purchaser acknowledges that the Receiver has no obligation to deliver physical
possession of the Assets to the Purchaser. In no event shall the Assets be sold, assigned,

LEGAL_22600763.1



11

transferred or set over to the Purchaser until the conditions set out in the Approval and Vesting

Order have been satisfied and the Purchaser has satisfied all delivery requirements outlined in
Section 5.2.

5.6 Access to Assets, No Customer Contact

The Purchaser may have reasonable access to the Assets prior to the Time of Closing
solely for the purpose of completing necessary preparations for Closing and its due diligence and
not for any other purpose. The Purchaser acknowledges and agrees that it shall not contact any
SHS customer or communicate in any manner with any SHS customer prior to the Time of
Closing. The Purchaser agrees to indemnify and save SHS and the Receiver harmless from and
against all claims, demands, losses, damages, actions and costs incurred or arising from or in any
way directly related to its access to the Assets or as a result of any breach of its covenants
hereunder prior to the Time of Closing.

5.7 Risk

The Assets shall be and remain at the risk of SHS and/or Receiver until Closing and at
the risk of the Purchaser from and after Closing.

5.8 Termination

[f either the Receiver ot the Purchaser validly terminates this Agreement pursuant to the
provisions of Section 4.4,

(a) all the obligations of both the Receiver and Purchaser pursuant to this Agreement
shall be at an end; and

(b)  the Purchascr shall be entitled to have the Deposit and all the monies paid
hereunder to the Receiver returned with any interest earned thereon but without
deduction,

3.9  Breach by Purchaser

If the Purchaser fails to comply with the terms of this Agreement, the Receiver may by
notice to the Purchaser elect to treat this Agreement as having been repudiated by the Purchaser.
In that event, the Deposit and any other payments made by the Purchaser shall be forfeited to the
Receiver on account of its liquidated damages, and the Assets may be resold by the Receiver. [n
addition, the Purchaser shall pay to the Receiver on demand the deficiency, if any, arising upon
such resale (after deducting the expenses of resale) together with interest and all other damages
or charges occasioned by or resulting from the default by the Purchaser.

SECTION 6 - GENERAL
6.1 Further Assurances

Each of the parties shall, from time to time after the Closing Date, at the request and
expense of the other, take or cause to be taken such action and execute and deliver or cause to be

LEGAL_225007€3.1
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exccuted and delivered to the other such documents and further assurances as may be reasonably

necessary to give effect to this Agreement.

6.2 Notice

Any notice or other communication under this Agreement shall be in writing and may be
delivered personally or transmitted by fax, addressed in the case of the Purchaser, as follows:

Hydrosolution, L.P.
12020 boul. Albert-Hudon
Montréal (Québec) H1G 3K7

Attention: Nicolas Ayotte
Telephone No.: (514) 326-0606
Fax No.: (514) 322-7290

with a copy to:
Prévost Fortin D’ Aoust, lawyers
3080, boul. Le Carrefour

Bureau 530

Laval (Québec) H7T 2R5

Attention: Me Martin Laurendeau
Telephone No.: (450) 681-2511

Fax No.: (450) 681-3342

and in the case of the Receiver, as follows:

PricewaterhouseCoopers Inc.
PwC Tower

18 York Street, Suite 2600
Toronto, Ontario

M5) 0B2

Attention: Mica Arlette
Senior Vice-President

Telephone No.: (416) 814-5834
Fax No.: (416) 814-3210

with a copy to:

McMillan LLP

Barristers & Solicitors

181 Bay Street, Suite 4400
Brookfield Place

LEGAL_22500763.1
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Toronto, Ontario
M5J) 2T3
Attention: Wael Rostom
Telephone No.: (416) 865-7790
Fax No.: (416) 865-7048

Any such notice or other communication, if given by personal delivery, will be deemed to have
been given on the day of actual delivery thereof and, if transmitted by fax before 5:00 p.m.
(Toronto time) on a Business Day, will be deemed to have been given on the Business Day, and
if transmitted by fax after 5:00 p.m. (Toronto time) on a Business Day, will be deemed to have
been given on the Business Day after the date of the transmission.

6.3 Time

Time shall, in all respects, be of the essence hereof, provided that the time for doing or
completing any matter provided for herein may be extended or abridged by an agreement in
writing signed by the Receiver and the Purchaser or by their respective solicitors.

6.4  Currency

Except where otherwise indicated, all references herein to money amounts are in
Canadian currency.

6.5 Survival

The representations and warranties of the parties hereto contained in this Agreement shall
survive Closing,

6.6  Benefit of Agreement

This Agreement shall enure to the benefit of and be binding upon the parties hereto and
their respective successors and permitted assigns, provided that the Purchaser shall not assign the
benefit of this Agreement without the prior written consent of the Receiver.

6.7  Entire Agreement

This Agreement and the attached Schedules constitute the entire agreement between the
parties with respect to the subject matter and supersede all prior negotiations and understandings.
This Agreement may not be amended or modified in any respect except by written instrument
executed by the parties,

6.8 Paramountcy

In the event of any conflict or inconsistency between the provisions of this Agreement,
and any other agreement, document or instrument executed or delivered by the Receiver in
connection with this Transaction or this Agreement the provisions of this Agreement shall
prevail to the extent of such conflict or inconsistency.

LEGAL_22500763.1
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6.9  Severability

If any provision of this Agreement or any document delivered in connection with this
Agreement is partially or completely invalid or unenforceable, the invalidity or unenforceability
of that provision shall not affect the validity or enforceability of any other provision of this
Agreement, all of which shall be construed and enforced as if that invalid or unenforceable
provision were omitted. The invalidity or unenforceability of any provision in one jurisdiction
shall not affect such provision’s validity or enforceability in any other jurisdiction.

6.10 Receiver’s Capacity

The Receiver acts in its capacity as Receiver of the Debtors and shall have no personal or
corporate liability under this Agreement.

6.11 Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario and the laws of Canada applicable therein and each of the parties irrevocably
attorns to the non-exclusive jurisdiction of the courts of the Province of Ontario.

6.12 Commission

The Purchaser acknowledges that there are no agent or broker fees or other commissions
payable by the Receiver on the Purchase Price or otherwise in connection with the Transaction,
and the Purchaser agrees to indemnify the Receiver against any claim for compensation or
commission by any third party or agent retained by the Purchaser in connection with, or in
contemplation of, the Transaction.

6.13 Confidentiality

All information exchanged between the Receiver and the Purchaser in connection with
the Transaction shall be considered Confidential Information. For greater certainty, the
Confidentiality Agreement shall continue to be in effect until Closing. Any publicity relating to
the Transaction and the manner of releasing any information regarding the Transaction shall be
mutually agreed upon by the Receiver and the Purchaser, both parties acting rcasonably.

6.14 Counterparts

This Agreement may be executed in any number of counterparts, each of which shall be deemed
to be an original and all of which shall constitute one and the same agreement. Transmission by
facsimile or electronic mail of an executed counterpart of this Agreement shall be deemed to
constitutc duc and sufficient delivery of such counterpart.

LEGAL_22500763.1
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The parties have executed this Agreement.

PRICEWATERHOUSECOOPERS INC,, in
its capacity as Receiver of ‘

SHS Scrvices Management Inc. / Gestion Des
Services SHS Inc. and SHS Services Limited
Partnership and not in its personal or corporate
capacity

o T A

Name: Mica Arlette
Title: Senior Vice-President

HYDROSOLUTION, L.P.

By:

Name: Nicolas Ayotte
Title: President



The parties have executed this Agreement.

LEGAL_22500763.1
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PRICEWATERHOUSECOOPERS INC,, in
its capacity as Receiver of

SHS Services Management Inc. / Gestion Des
Services SHS Inc. and SHS Services Limited
Partnership and not in its personal or corporate
capacity

By:

Name: Mica Arlette
Title: Senior Vice-President

"~ HYDROSOLUTION, L P~~.

Name: Nicola§ Ayotte
Title: President
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INTRODUCTION

By order (the “Appointment Order”) of Mr. Justice Morawetz of the Ontario Superior Court
of Justice (Commercial List) (the “Court”) dated December 13, 2013 (the “Date of
Appointment”), pursuant to section 47 of the Bankruptcy and Insolvency Act, R.S.C. 1985
c.B-3, as amended (the “BIA”) and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C-
43, as amended (the “CJA”"), PricewaterhouseCoopers Inc. (“PwC") was appointed as interim
receiver and receiver (in both capacities referred to as the “Interim Receiver”) of all of the
assets, undertakings and properties of SHS Services Management Inc. / Gestion des Services
SHS Inc. (“SHS”) and SHS Services Limited Partnership (“SHS LP,” and collectively with
SHS, the “Company”) acquired for, or used in relation to a business carried on by the
Company, including all proceeds thereof (the “Property”). These proceedings up to the
Interim Receiver’s discharge on January 9, 2014 (as noted below) are referred to herein as the
“Interim Receivership Proceedings”.

The application for the Appointment Order was brought by the Company. The Company’s
principal secured creditors are Sears Canada Inc. (“Sears”) and Alaris Income Growth Fund
Partnership (“Alaris”), and collectively with Sears the “Secured Lenders”), pursuant to

the terms of loan agreements with SHS.

On January 9, 2014, by order (the “Receivership Order”) of Mr. Justice Brown of the
Court, PwC was appointed as receiver (in such capacity, the “Receiver”), without
security, of the Property pursuant to section 243 of the BIA. The Receivership Order also
approved the activities of the Interim Receiver, and discharged PwC as Interim Receiver.
The proceedings subsequent to January 9, 2014, are referred to as the “Receivership

Proceedings”.
The orders made to date in these Receivership Proceedings are summarized in Appendix “A”.

The prior reports of the Receiver, and related materials in the Interim Receivership

Proceedings and the Receivership Proceedings, are available on the Receiver’s website at

www.pwe.com/car-shs.

The purpose of this report (the “Sixth Report”) is to inform to the Court of:

a) The review performed by the Receiver’s legal counsel, McMillan LLP (“McMillan”)



of certain obligations of SHS owed to Sears and subject to the security held by Sears;

b) The application for a bankruptcy order expected to be made imminently by Alaris,
and the implications of same in these Receivership Proceedings; and

¢) The potential settlement with Sears in regards to the Pre-Filing Customer Payments
(as defined below).

7. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian
Dollars and exclude harmonized sales tax (“HST”). Capitalized terms not otherwise defined
are as defined in the Receivership Order.

REVIEW OF SECURITY

8. In the Receiver’s Fifth Report to the Court dated June 19, 2014 (the “Fifth Report™), the
Receiver indicated that it has been provided with the independent legal opinion (the
"Security Opinion") from McMillan with respect to the validity and enforceability of the
Sears Security and the Alaris Security (both as defined in the Fifth Report). Subject to the
standard assumptions, qualifications and limitations contained therein, McMillan has

provided its opinion to the Receiver that:

a) The Sears Security is effective, valid and enforceable against the Receiver and a
trustee in bankruptcy of SHS in accordance with its terms; and

b) In light of the decided cases on point, the Alaris Security is either void or
voidable because it was received and is held by Alaris in violation of section
60(a) of the Partnership Act, Alberta.

9. The effectiveness of the Sears Security was reviewed in the context of the $2.0 million
loan advanced to SHS by Sears pursuant to a loan agreement concluded on September 30,
2013 (the “Sears Loan”).

! See hitp://www.pwe.com/en_CA/CAlcar/shs/assets/shs-121_062014 pdf




10. Sears has also asserted that the obligations under section 13.2 of the Branded Concession
Agreement between Sears and SHS dated December 20, 2012 (the “BCA”) are secured
(the “BCA Secured Obligations”). As at the time of filing the Fifth Report, McMillan
was awaiting receipt of certain documentation to confirm Sears’ position. McMillan has
now confirmed to the Receiver that the obligations owed by SHS LP to Sears under the
BCA are secured obligations under the Sears Security.

BANKRUPTCY APPLICATION

11. In the Fifth Report, the Receiver indicated? that it was recently advised by counsel to
Alaris on June 18, 2014 that it is considering seeking leave of the Court to bring an
application (the “Bankruptcy Application”) for a receiving order (the “Receiving
Order”) for SHS. To date Alaris has not yet filed the the Bankruptcy Application but has

reiterated to the Receiver that it intends to do so imminently.

12. If granted, the Receiving Order would result in the Company becoming bankrupt, and
would reverse certain statutory priority claims (principally the deemed trust claims for
HST and provincial retail sales taxes).

13. Based on recent case laws (the “Trust Claim Decisions”), a bankruptcy of SHS may also
have the effect of rendering ineffective the claims of parties that have asserted potential
deemed trust claims (the “Lien and Trust Claims”) pursuant to applicable provincial
construction lien legislation (the “Lien Legislation™), to the Pre-Filing Customer
Payments of $1.4 million (as defined below) and the Contingency Reserve of $706,000 (as
defined in the Fifth Report); being the only funds which may be subject to Lien and Trust
Claims. The Receiver understands that Sears and Alaris have taken this position.

14. In light of the state of the case law on this issue, the Receiver will not take a position
opposite to the Bankruptcy Application. However, if the Receiving Order is granted, the
Receiver expects that it will be able to reach a settlement of the Pre-Filing Customer

Payments issue as discussed below.

% See paragraphs 64 and 65 therein
3 See Royal Bank of Canada v. Atlas Block Co. Limited, 2014 ONSC 2062 and Iona Contractors Ltd. (Re), 2014
ABQB 347.



POTENTIAL SETTLEMENT REGARDING FUNDS HELD BY SEARS

15.

16.

17.

18.

19.

As indicated in the Fifth Report, the Receiver understands from the Company’s books and
records that Sears received approximately $1.4 million of payments from SHS’s customers
for work performed by SHS prior to the Date of Appointment (the “Pre-Filing
Customer Payments”). The Pre-Filing Customer Payments are being withheld from
SHS by Sears on account of certain setoff claims and other claims being asserted by Sears.

The Receiver has been seeking to negotiate a resolution of this issue with Sears for several
months. In addition, the Receiver was preparing to bring a motion to compel Sears to pay
over the Pre-Filing Customer Payments to fund a Lien and Trust Claim resolution order
which the Receiver had designed based on its analysis of the entitlements of Lien and
Trust claims outside of a bankruptcy. The actions taken to date in this regard were set out
in the Fifth Report.

The Receiver and Sears have recently held more potentially fruitful discussions on the
terms of a proposed settlement of this issue. These negotiations were affected by the
Trust Claim Decisions, which have held that construction lien deemed trusts do not
survive bankruptcy.

In the event that the Receiving Order referred to above is granted, Sears and Alaris have
discussed the terms of a settlement between Sears and the Receiver that, once finalized,
will be brought to the Court for approval. The terms of the settlement are anticipated to
include the implementation of a claims resolution process to primarily, but not
exclusively, make a distribution of certain settlement proceeds to holders of valid lien
claims. The settlement is not expected to result in a distribution to holders of deemed
trust claims under Lien Legislation.. We understand that Sears and Alaris have come to a
related settlement of their own in respect of the terms of the intercreditor agreement to
which Sears and Alaris are party of in the context of the security of Alaris being found to
be ineffective. The Receiver understands that the settlement deals with the sharing of
distributions that are expected to be made to Sears under the Sears Security as between

Sears and Alaris.

In light of the impact of a potential Receiver Order would have on the priority of various

claims, including Lien and Trust Claims, and the progress made in the settlement



discussions with Sears and Alaris, the Receiver considers that it would be prudent and
appropriate to defer the dates in the timetable approved on June 26, 2014 (the
“Timetable”) for the filing of materials and hearing of a motion to resolve the issue of
entitlement to the Pre-Filing Customer Payments. A proposed amended Timetable is
included at Appendix “B”. Sears and Alaris have agreed to the amended Timetable.

20. In the event that the Bankruptcy Order is not granted, the settlements discussed above
would not be implemented and the proceedings would be continued following the
amended Timetable to seek recovery of the Pre-Filing Customer Payments from Sears and

the approval of a process to resolve Lien and Trust Claims.

RELIEF SOUGHT

21. The Receiver respectfully requests this Court approve the amended Timetable set out in
Appendix “B".

All of which is respectfully submitted on this 14% day of July, 2014.

PricewaterhouseCoopers Inc.

In its capacity as Receiver of SHS Services Management Inc. / Gestion des Services SHS Inc. and
SHS Services Limited Partnership

Tl AANME

Mica Arlette
Senior Vice President



Appendix A
Summary of prior orders of the Court

1.  OnFebruary 4, 2014, the Court made an order (the “February 4 Order”):

a) Authorizing the Receiver to enter into an auction services agreement (the “Auction
Agreement”) and a transaction to sell the Auction Assets (as defined therein}, and
vesting in the purchaser the Auction Assets free and clear of all encumbrances;

b) Approving the release of Prepaid Custom Inventory to customers; and

¢) Approving the activities of the Receiver as set out in the Receiver’s Third Report to
the Court dated January 28, 2014, the Supplementary Third Report to the Court
dated January 31, 2014, and the Second Supplementary Third Report to the Court
dated February 3, 2014 (collectively the “Third Report™).

2. On February 4, 2014, the Court also made an order (the “Licensee Order”) on the

application of a group of the Company’s licensees (the “Licensee Respondents”) for an
order lifting the stay provisions in paragraphs 14 and 15 of the Receivership Order (the “Stay
Provisions”) as against the Licensee Respondents, for the limited purpose of permitting the
Licensee Respondents to terminate any of their respective license agreements with SHS.

3.  OnMarch 11, 2014, the Court made the following orders:

a) Anorder (the “Reliance Sale Approval Order”) authorizing the Receiver to enter
into a purchase and sale agreement with Reliance Comfort Limited Partnership
(“Reliance”) and a transaction to sell the Rental Portfolio excluding the Quebec
Rental Portfolio (both as defined below), and vesting in Reliance the Rental Portfolio
free and clear of all encumbrances; and

b) An order (the “Lien and Trust Claims Procedure Order”) approving the Lien
and Trust Claims Identification Process (as defined therein).

4 Third Report: hitp:/www.pwe.com/en CA/CA/car/shs/assets/shs-058 012914 .pdf (Report),

Supplementary Report: hitp:/www.pwe.com/en_CA/CA/car/shs/assets/shs-004_020314.pd{

Second Supplementary Report: http:/www.pwe.com/en CA/CA/car/shs/assets/shs-067 020414 pdf



4. Thetransaction with Reliance successfully closed on March 20, 2014.

5.  On March 24, 2014, the Court made an order approving the activities of the Receiver as set out
in the Receiver’s Fourth Report to the Court dated March 4, 2014 (the “Fourth Report™),
and approving the fees and disbursements of the Interim Receiver and its counsel arising from
the performance of their duties in the Interim Receivership Proceedings, and approving the
fees and disbursements of the Receiver and its counsel for the period from January 9 to
February 21, 2014.

6.  On June 26, 2014, the Court made an order approving the activities of the Receiver as set out
in the Receiver’s Fifth Report to the Court dated June 19, 2014 (the “Fifth Report™),
approving the sale of the Quebec Rental Portfolio (as defined in the Fifth Report) to
Hydrosolution LP, and setting a timetable for a motion to resolve the issue of entitlement to
the Pre-Filing Customer Payments.

7. Thetransaction with Hydrosolution LP successfully closed on July 7, 2014.

3 Fourth Report: http://www.pwe.com/en_CA/CA/car/shs/assets/shs-078 030514.pdf
§ Fifth Report: http://www.pwe.com/en CA/CA/car/shs/assets/shs-121 062014 pdf




Appendix “B”

Proposed Amended Timetable

Action

Original date

Revised date

Motion materials to be
delivered by the Receiver

July 15, 2014

August 12, 2014

All responding materials to be
delivered

July 25, 2014

August 22, 2014

Any reply materials to be Aungust 1, 2014 August 29, 2014
delivered

All cross-examinations to be August 8, 2014 September 5, 2014
completed

Receiver’s factum to be filed

August 15, 2014

September 12, 2014

All responding factums to be
filed

August 25, 2014

September 22, 2014

Any reply factum to be filed

August 29, 2014

September 26, 2014

Matter to be heard

September 8, 2014

Date to be determined
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INTRODUCTION

By order (the “Appointment Order”) of Mr. Justice Morawetz of the Ontario Superior Court
of Justice (Commercial List) (the “Court”) dated December 13, 2013 (the “Date of
Appointment”), pursuant to section 47 of the Bankruptcy and Insolvency Act, R.S.C. 1985
¢.B-3, as amended (the “BIA”) and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C-
43, as amended, PricewaterhouseCoopers Inc. (“PwC”) was appointed as interim receiver and
receiver (in both capacities referred to as the “Interim Receiver”) of all of the assets,
undertakings and properties of SHS Services Management Inc. / Gestion des Services SHS Inc.
(“SHS") and SHS Services Limited Partnership (“SHS LP,” and collectively with SHS, the
“Company”) acquired for, or used in relation to a business carried on by the Company,
including all proceeds thereof (the “Property”). These proceedings up to the Interim
Receiver’s discharge on January 9, 2014 (as noted below) are referred to herein as the
“Interim Receivership Proceedings”.

The application for the Appointment Order was brought by the Company. The Company’s
principal secured creditors are Sears Canada Inc. (“Sears”) and Alaris Income Growth Fund

Partnership (“Alaris”)!, pursuant to the terms of loan agreements with SHS.

On January 9, 2014, by order (the “Receivership Order”) of Mr. Justice Brown of the
Court, PwC was appointed as receiver (in such capacity, the “Receiver”), without
security, of the Property pursuant to section 243 of the BIA. The Receivership Order also
approved the activities of the Interim Receiver, and discharged PwC as Interim Receiver.
The proceedings subsequent to January 9, 2014, are referred to as the “Receivership

Proceedings”.
The orders made to date in these Receivership Proceedings are summarized in Appendix “A”.

The prior reports of the Receiver, and related materials in the Interim Receivership
Proceedings and the Receivership Proceedings, are available on the Receiver’s website at

www.pwc.com/car-shs.

! The Receiver has been advised by its counsel, McMillan LLP, that Alaris’ security is either void or voidable
because it was received and is held by Alaris in violation of section 60(a) of the Parmership Act (Alberta), see
paragraph 8 of the Recciver’s Sixth Report to the Court dated July 14, 2014 (the “Sisth Report™),
http://www.pwe.com/en_CA/CAlcar/shs/assets/shs-130_071414 pdf.



7.

The purpose of this report (the “Seventh Report”) is to inform to the Court of:

a) The Settlement Agreement (as defined below) with Sears in regards to the Pre-Filing
Customer Payments; and

b) The application for bankruptcy orders in respect of each of SHS and SHS LP
(together, the “Receiving Order”) made by Alaris, and the implications of same in
these Receivership Proceedings.

Capitalized terms not otherwise defined are as defined in the Receivership Order.

SETTLEMENT REGARDING FUNDS HELD BY SEARS AND PROPOSED
CLAIMS RESOLUTION PROCESS

10.

As indicated in the Receiver’s Sixth Report to the Court dated July 14, 2014 (the “Sixth
Report™) and previous reports of the Receiver, the Receiver understands from the
Company’s books and records that Sears received approximately $1.4 million of payments
from SHS’s customers for work performed by SHS prior to the Date of Appointment (the
“Pre-Filing Customer Payments”). The Pre-Filing Customer Payments are being
withheld from SHS by Sears on account of certain setoff claims and other claims being
asserted by Sears.

After several months of negotiation, the Receiver and Sears recently entered into a
settlement agreement (the “Settlement Agreement”) to settle all amounts owing and
alleged to be owing between the parties, including entitlement to the Pre-Filing Customer
Payments, and to agree on a framework for resolution of the construction lien and trust
claims filed pursuant to the Lien and Trust Claims Procedure Order.

The Court previously approved a timetable for the hearing of the matters related to the
Pre-Filing Customer Payments. The motion record to seek the approval the Settlement
Agreement, together with related materials, will be filed with the Court on or before
August 12, 2014 as provided by that timetable. A hearing to consider same has been
scheduled for October 3, 2014.
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11.

12,

13.

14.

15.

16.

17.

Pursuant to the Settlement Agreement, Sears agrees that following the determination by
the Receiver of substantially all Proofs of Claim in accordance with a proposed Lien
Claims Resolution Order (the “Proposed Claims Resolution Order”), Sears will pay
to the Receiver an amount up to $1,000,000 (the “Sears Primary Settlement
Payment”) to satisfy proven Lien Claims.

In addition, concurrent with the payment of the Sears Primary Settlement Payment, Sears
has agreed to pay to the Receiver the amount of $100,000 (the “Sears Secondary
Settlement Payment”) to be applied to proven claims of creditors of SHS in accordance
with applicable priorities, which may include Sears if it is determined to have priority to
such funds over other creditors of SHS.

The Settlement Agreement resolves certain setoff claims and other claims asserted by
Sears, some of which were disputed by the Receiver, for payment of various amounts
Sears alleged were owed to it as post-filing administrative priority claims. Pursuant to the
Settlement Agreement, the Receiver and Sears have agreed that other than specified
amounts payable under the Settlement Agreement, neither party has a claim against the
other for any other amounts in respect of the Interim Receivership Proceedings or
Receivership Proceedings.

As discussed above, the terms of the Settlement Agreement include approval of the
Proposed Claims Resolution Order which outlines a process to resolve lien and trust
claims filed against SHS (the “Claims Resolution Process”).

Pursuant to the Claims Resolution Process, distributions will only be made on account of
proven lien claims. No distribution will be made on account of trust claims. On approval
of the Proposed Claims Resolution Order, all trust claims will be deemed to have been
finally determined.

The Receiver shall review each proof of claim filed by a claimant to determine the amount,
if any, that is considered to be a proven lien claim. In making this determination, the
Receiver is permitted to request additional information from claimants, as it deems
necessary.

Upon completion of the Claims Resolution Process, distributions will be made to holders
of proven lien claims from the Sears Primary Settlement Payment. In the event that the
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Sears Primary Settlement Payment does not contain sufficient funds to satisfy all proven
lien claims in full, claims will be paid on a pro rata basis from the Sears Primary

Settlement Payment.

BANKRUPTCY APPLICATION

18.

19.

20.

21.

22,

23.

In the Fifth Report, the Receiver indicateds that it had been advised by counsel to Alaris
on June 18, 2014 that Alaris was preparing to seek leave of the Court to bring an
application for a bankruptcy order against SHS and SHS LP (the “Bankruptcy
Application”).

Effectiveness of the Settlement Agreement is conditional on, among other things, a
Receiving Order being granted, and Court approval of the Settlement Agreement and the
Proposed Claims Resolution Order. The Receiver will seek such approval at a later date.

In the event these conditions are not satisfied by August 7, 2014 (or such other date as
agreed upon by the Sears and the Receiver), the Settlement Agreement will become null
and void.

On July 17, 2014, Alaris filed the Bankruptcy Application with a returnable date of July
30, 2014.

As indicated in the Sixth Report, if granted, the Receiving Order would result in the
Company becoming bankrupt, and would reverse certain statutory priority claims
(principally the deemed trust claims for HST and provincial retail sales taxes).

The Receiver notes that the granting of the Receiving Order is a condition precedent to
the Settlement Agreement. However, in light of the state of the recent case law
concerning the ineffectiveness in bankruptcy of trusts asserted pursuant to construction
lien legislation, the Receiver takes no position on the Bankruptcy Application.

3 See paragraphs 64 and 65 of the Fifth Report: http://www.pwe.com/en CA/CA/car/shs/assets/shs-121 062014.pdf




All of which is respectfully submitted on this 28t day of July, 2014.

PricewaterhouseCoopers Inc.
In its capacity as Receiver of SHS Services Management Inc. / Gestion des Services SHS Inc. and
SHS Services Limited Partnership

Tl LN

Mica Arlette
Senior Vice President



Appendix A
Summary of prior orders of the Court

1. OnFebruary 4, 2014, the Court made an order (the “February 4 Order”):

a) Authorizing the Receiver to enter into an auction services agreement (the “Auction
Agreement”) and a transaction to sell the Auction Assets (as defined therein), and
vesting in the purchaser the Auction Assets free and clear of all encumbrances;

b) Approving the release of Prepaid Custom Inventory to customers; and

¢) Approving the activities of the Receiver as set out in the Receiver’s Third Report to
the Court dated January 28, 2014, the Supplementary Third Report to the Court
dated January 31, 2014, and the Second Supplementary Third Report to the Court
dated February 3, 2014 (collectively the “Third Report™).

2. On February 4, 2014, the Court also made an order (the “Licensee Order”) on the
application of a group of the Company’s licensees (the “Licensee Respondents”) for an
order lifting the stay provisions in paragraphs 14 and 15 of the Receivership Order (the “Stay
Provisions”) as against the Licensee Respondents, for the limited purpose of permitting the
Licensee Respondents to terminate any of their respective license agreements with SHS.

3.  OnMarch 11, 2014, the Court made the following orders:

a) An order (the “Reliance Sale Approval Order”) authorizing the Receiver to enter
into a purchase and sale agreement with Reliance Comfort Limited Partnership
(“Reliance”) and a transaction to sell the Rental Portfolio excluding the Quebec
Rental Portfolio (hoth as defined below), and vesting in Reliance the Rental Portfolio
free and clear of all encumbrances; and

b) An order (the “Lien and Trust Claims Procedure Order”) approving the Lien
and Trust Claims Identification Process (as defined therein).

4. Thetransaction with Reliance successfully closed on March 20, 2014.

4 Third Report: http://www.pwe.com/en CA/CA/car/shs/assets/shs-058 012914 .pdf (Report),
Supplementary Report: http://www.pwe.conven_CA/CA/car/shs/assets/shs-064_020314.pdt
Second Supplementary Report: http:/www.pwe.com/en CA/CA/car/shs/assets/shs-067_020414.pdf




5. OnMarch 24, 2014, the Court made an order approving the activities of the Receiver as set out
in the Receiver’s Fourth Report to the Court dated March 4, 2014 (the “Fourth Report™),
and approving the fees and disbursements of the Interim Receiver and its counsel arising from
the performance of their duties in the Interim Receivership Proceedings, and approving the
fees and disbursements of the Receiver and its counsel for the period from January 9 to
February 21, 2014.

6. On June 26, 2014, the Court made an order approving the activities of the Receiver as set out
in the Receiver’s Fifth Report to the Court dated June 19, 2014 (the “Fifth Report™),
approving the sale of the Quebec Rental Portfolio (as defined in the Fifth Report) to
Hydrosolution LP, and setting a timetable for a motion to resolve the issue of entitlement to
the Pre-Filing Customer Payments. The transaction with Hydrosolution LP successfully
closed on July 7, 2014.

7. On July 15, 2014, the Court made an endorsement approving the revised timetable for a
motion to resolve the issue of entitlement to the Pre-Filing Customer Payments for the
reasons set out in the Receiver’s Sixth Report to the Court dated July 14, 2014 (the “Sixth
Report™)”.

3 Fourth Report: http://www.pwe.com/en CA/CA/car/shs/assety/shs-078 030514.pdf

S Fifth Report: http://www.pwe.com/en CA/CA/car/shs/assets/shs=121_062014.pdf
7 Sixth Report: http;//www.pwe.com/en CA/CA/car/shs/assets/shs-130 071414.pdf







This is Exhibit “Q” referred to in the Affidavit of John McNair

sworn before me, on this 24™ day of March, 2016

Sk (A

A Commissioner for Taking Affidavits




Court File No. CV-13-10370-00CL

SHS Services Management Inc. /
Gestion des Services SHS Inc.
SHS Services Limited Partnership

RECEIVER’S EIGHTH REPORT TO THE COURT

August 12, 2014



Court File No. CV-13-10370-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SHS SERVICES MANAGEMENT
INC. / GESTION DES SERVICES SHS INC. AND SHS SERVICES LIMITED

PARTNERSHIP

EIGHTH REPORT TO THE COURT
SUBMITTED BY PRICEWATERHOUSECOOPERS INC.
INITS CAPACITY AS RECEIVER

TABLE OF CONTENTS
INTRODUCTION ceccttiessnsnrecnssssosssesssrsssssessssssssssosserossssasssssessssossssssssasssssassenssssssns “2
DISCLAIMER AND TERMS OF REFERENCE sesicecsccecsresasssasscccssssasorsanns runetesestnsasesttsesesenas 3
ACTIVITIES OF THE RECEIVER .. .cccisuttratantcccssineesasasarensasesssssassassncrssssesssasasnsesssssssarssaseasse 4

RECEIVER’S STATEMENT OF RECEIPTS AND DISBURSEMENTS ...cccocesssenrascsecssasscenssces

SETTLEMENT REGARDING FUNDS HELD BY SEARS AND PROPOSED CLAIMS

RESOLUTION PROCESS..... o cotsesstesatsesssrnnense “ons e 7
RELIEF SOUGHT cosottsassonsassoosssssassaannassens aver . censannres ctestesisesstttscssantacssantsescane 1
APPENDICES

A. Summary of prior orders of the Court
B. Receiver’s Statement of Cash Receipts and Disbursements to July 31, 2014
C. Settlement Agreement

NOTICE TO READER: The prior reports of the Receiver and related materials filed with the
Court are available on the Receiver’s website at www.pwe.com/car-shs. Links to key documents

are contained in the footnotes of this report.



INTRODUCTION

1. Byorder (the “Appointment Order”) of Mr. Justice Morawetz of the Ontario Superior Court
of Justice (Commercial List) (the “Court”) dated December 13, 2013 (the “Date of
Appointment”), pursuant to section 47 of the Bankiuptcy and Insolvency Act, R.S.C. 1985
c.B-3, as amended (the “BIA”) and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C-
43, as amended, PricewaterhouseCoopers Inc. (“PwC”) was appointed as interim receiver and
receiver (in both capacities referred to as the “Interim Receiver”) of all of the assets,
undertakings and properties of SHS Services Management Inc. / Gestion des Services SHS Inc.
(“SHS”) and SHS Services Limited Partnership (“SHS LP,” and collectively with SHS, the
“Company”) acquired for, or used in relation to a business carried on by the Company,
including all proceeds thereof (the “Property”). These proceedings up to the Interim
Receiver’s discharge on January 9, 2014 (as noted below) are referred to herein as the
“Interim Receivership Proceedings”.

2.  The application for the Appointment Order was brought by the Company. The Company’s
principal secured creditors are Sears Canada Inc. (“Sears”) and Alaris Income Growth Fund

Partnership (“Alaris”) 1, pursuant to the terms of loan agreements with SHS.

3. On January 9, 2014, by order (the “Receivership Order”) of Mr. Justice Brown of the
Court, PwC was appointed as receiver (in such capacity, the “Receiver”), without
security, of the Property pursuant to section 243 of the BIA. The Receivership Order also
approved the activities of the Interim Receiver, and discharged PwC as Interim Receiver.
The proceedings subsequent to January 9, 2014, are referred to as the “Receivership

Proceedings”.

4. On July 30, 2014, an order (the “Lift Stay Order”) of Mr. Justice Wilton-Siegel of the
Court was made to, inter alia, lift the stay of proceedings in the Receivership Proceedings
against each of SHS and SHS LP for the sole purpose of filing, serving and proceeding
with an application for orders (the “Bankruptcy Orders”) adjudging each of the
Companies bankrupt and appointing PwC as trustee in bankruptey (in such capacity, the

! The Receiver has been advised by its counsel, McMillan LLP, that Alaris” security is either void or voidable
because it was received and is held by Alaris in violation of section 60(a) of the Partnership Act (Alberta), as noted
in paragraph 8 of the Receiver’s Sixth Report to the Court dated July 14, 2014 (the “Sixth Report™),
http:/www.pwe.com/en CA/CA/car/shs/assets/shs-130 071414.pdf.




“Trustee”) of each of SHS and SHS LP. The Bankruptcy Orders were made on July 31,
2014. The Lift Stay Order provided that the Bankruptcy Orders would be suspended for
10 days for purposes of serving same on the Office of the Superintendent of Bankruptcy;
this period expired on August 10, 2014.

5. The orders made to date in the Receivership Proceedings and the prior reports of the Receiver
are summarized in Appendix “A”. These documents are available on the Receiver’s website at
www.pwe.com/car-shs, together with the motion materials and other related materials from
the Interim Receivership Proceedings and the Receivership Proceedings.

6.  The purpose of this report (the “Eighth Report”) is to inform to the Court of:

a) The Receiver’s activities since the Receiver’s Fifth Report to the Court dated June 19,
2014 (the “Fifth Report”) 2, inclusive of the activities set out in the Receiver’s
Sixth Report to the Court dated July 14, 2014 (the “Sixth Report”) 3 and the
Receiver’s Seventh Report to the Court dated July 28, 2014 (the “Seventh
Report”) ;

b) The Receiver’s statement of cash receipts and disbursements for the period of the
Interim Receivership Proceedings and the Receivership Proceedings to July 31, 2014;

and to seek an order of the Court (the “Lien Claims Resolution Order”):

c) Approving the Settlement Agreement and the Proposed Claims Resolution Process,
both as defined below; and

d) Approving the activities of the Receiver as set out in the Sixth, Seventh and Eighth
Reports.

DISCLAIMER AND TERMS OF REFERENCE

7. Inpreparing this report and conducting its analysis, the Receiver has obtained and relied upon
certain unaudited, draft and/or internal financial information of the Company, the Company’s
books and records, and discussions with various parties including former SHS employees

2 Fifth Report: http://www.pwe.com/en_CA/CAlcar/shs/assets/shs-121_062014.pdf

4 Seventh Report: http://www.pwe.com/en_CA/CA/car/shs/assets/shs-133_072814 pdf




retained on an interim basis by the Receiver (collectively, the “Information”).
8.  Except as otherwise described in this report:

a) The Receiver has not audited, reviewed or otherwise attempted to verify the accuracy
or completeness of the Information in a manner that would wholly or partially
comply with Generally Accepted Assurance Standards pursuant to the Canadian
Institute of Chartered Accountants Handbook;

b) The Receiver has not conducted an examination or review of any financial forecast
and projections in a manner that would comply with the procedures described in the
Canadian Institute of Chartered Accountants Handbook.

9. Future oriented financial information referred to in this report is based on estimates and
assumptions. Actual results may vary from forecast, even if the assumptions materialize,
and such variations may be significant.

10. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian
Dollars and exclude harmonized sales tax (“HST”). Capitalized terms not otherwise defined
are as defined in the Receivership Order.

ACTIVITIES OF THE RECEIVER

11. Since the Fifth Report was issued on June 19, 2014, the Receiver has completed several
activities pursuant to its duties and powers as set out in the Receivership Order. The

activities have been primarily focused on the following:

a) Closing the sale of the Quebec Rental Portfolio to Hydrosolution LP, both as
defined and discussed in the Fifth Report;

b) Seeking the recovery of certain pre-filing receipts currently being withheld by
Sears, and ultimately reaching the Settlement Agreement with Sears as
described below; and

¢) Designing the Proposed Claims Resolution Process as described below.

12. The Receiver has also performed other activities incidental to its duties and powers under



the Receivership Order and the BIA, together with other operational and statutory

requirements, including the following:

a)

b)

c)

d)

e)

)

h)

)

i)

Reviewing and reconciling accounting information provided by the Company;

Reviewing the status of the Company’s orders that were purchased by third

parties to be completed, and receiving payment for such completed orders;

Communicating with Canada Revenue Agency (“CRA”) and the various
provincial tax offices regarding completion of SHS's harmonized sales tax for the
period of the Receivership Proceedings to date;

Communications with CRA regarding completion of a payroll audit;

Terminating contracts for certain leases and services that are no longer required
by SHS or the Receiver, including utilities for the premises which have now been

vacated, and correspondence with the various utility companies regarding same;

Communicating with Sears and Alaris and their counsel regarding the status of

the Receivership Proceedings and providing requested analyses;

Communicating with the Commission des normes du travail du Québec (the
“CNTQ") with respect to amounts owed to SHS’s former employees resident in
Quebec and the claim asserted by CNTQ against SIIS’s estate;

Reviewing and assessing multiple proofs of claim filed by SHS’s former
employees with respect to their entitlements pursuant to section 81.4 of the BIA
and, where appropriate, issuing notices of disallowance of claim to those
employees who claimed in excess of the amounts owed to them pursuant to

SHS’s payroll records;

Communications with Service Canada regarding proof of claims filed by SHS’s
former employees in connection with the Wuge Earner Protection Program Act
(“WEPPA") and recording subrogation letters received from Service Canada
with respect to payments made to employees under the WEPPA program;

Responding to phone and e-mail inquiries from customers, former employees,



installers, contractors, third party licensees and various other interested parties;
and

k) Other administrative matters incidental to the administration of the estate,
managing the preservation of the Company’s books and records, ongoing
banking and cash management.

13. The Receiver has established a website (www.pwe.com/car-shs) for creditors, customers

and other stakeholders to obtain further information on the Receivership Proceedings.
The Receiver also has a phone hotline (1-855-376-8474) and email address
(shs.questions@ca.pwe.com) through which the Receiver is responding to further
inquiries.

RECEIVER’S STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

14. The Receiver’s statement of cash receipts and disbursements for the period from the Date
of Appointment to July 31, 2014 is detailed in Appendix “B” and is summarized as
follows:



Total receipts

Disbursements;

Receiver's fees and disbursements (includes legal counsel) 1,601
Sales tax paid on disbursements and remittances 617
Employee costs 516
Sears BCA and Transition Service Agreement payments 470
Installer payments 347
Other operating costs 380
Rent / lease payments 306
Total disbursements 4,237
Net cash flow 2,169
Opening cash swept by Receiver 1,205
Net cash flow 2,169
Funds received under Receiver's Borrowings 688
Funds held in reserve (706)
Cash held in trust - July 31,2014 3,356

SETTLEMENT REGARDING FUNDS HELD BY SEARS AND PROPOSED
CLAIMS RESOLUTION PROCESS

15.

16.

As indicated in the Seventh Report, the Receiver and Sears have entered into a settlement
agreement (the “Settlement Agreement”) to settle all amounts owing and alleged to be
owing between the parties, including entitlement to payments totaling approximately $1.4
million received by Sears for work performed by SHS prior to the Date of Appointment
(the “Pre-Filing Customer Payments”), and to agree on a framework for resolution of
the construction lien and trust claims (the “Lien and Trust Claims”) filed pursuant to
the Lien and Trust Claims Procedure Order of the Court dated March 11, 2014 (the
“Proposed Claims Resolution Process™).

The Settlement Agreement is conditional upon, inter alia, approval of the Court and the
granting of the Bankruptcy Orders. The Receiver now seeks the Court’s approval of the



Settlement Agreement and the Proposed Claims Resolution Process.

BACKGROUND

17.

18.

19.

20.

In the ordinary course of SHS’ business, payments for work performed by SHS for
customers were processed by Sears and were then remitted to SHS, net of merchant fees
and Sears’s commission. These payments were processed pursuant to certain merchant

card service agreements between Sears and SHS.

The Company’s books and records indicated that the Pre-Filing Customer Payments were
processed and received by Sears. In the Second Report, the Interim Receiver noted that
Sears has informed the Interim Receiver that it was withholding the Pre-Filing Customer
Payments, and that the Interim Receiver had requested from Sears a reconciliation of the
funds it was holding.

In the Third Report (as defined in Appendix “A”), the Receiver noted that Sears provided
a preliminary reconciliation, on a without-prejudice basis, of amounts that Sears alleged
were owed by SHS to it, as at December 13, 2013 (the “Preliminary Reconciliation”).
Sears undertook to provide a final version of the Preliminary Reconciliation on a with-
prejudice basis and without any material reservations or qualifications (the “Updated
Reconciliation”), together with a memorandum explaining the Updated Reconciliation
in detail, including the legal authority and basis for the charges or amounts that Sears
asserts are owed by SHS to Sears, the legal authority and basis for Sears to claim any
setoff, deduction or recoupment, and the relevant supporting documentation referenced

in the memorandum.

In the Fourth Report, the Receiver noted that an Updated Reconciliation was provided on
February 7, 2014. The Updated Reconciliation suggested that the obligations owing to
Sears by SHS pursuant to the Branded Concession Agreement between SHS and Sears
dated December 20, 2012 (the “BCA”) were in excess of the amount of the Pre-Filing
Customer Payments, and that it was permitted to set-off the Pre-Filing Customer
Payments against those obligations pursuant to the terms of the BCA. However, the
Updated Reconciliation was initially provided on a without-prejudice basis and with
limited detail in support of the amounts claimed beyond various references to the BCA.

Additionally, Sears gave no details confirming the Pre-Filing Customer Payments it is



holding.

21. The Receiver informed Sears that the Updated Reconciliation was not sufficient to
confirm either the amount of the funds held by Sears, or the validity of the setoff claims
being asserted, and requested additional information in this regard on several occasions.
Other than providing summary information regarding certain credit card chargebacks
processed by Sears which were not included in the Updated Reconciliation, and informing
the Receiver that the Updated Reconciliation was being asserted on a with-prejudice

basis, no additional information has been provided by Sears.

22, The Receiver was of the view that Sears had not demonstrated that it had a valid basis to
withhold the Pre-Filing Customer Payments from SHS, nor had it adequately supported
any set-off rights that it claimed against the Pre-Filing Customer Payments, either
pursuant to the BCA or otherwise. Further, the Receiver was of the view that the Pre-
Filing Customer Payments held by Sears and payable to SHS may be impressed with a
trust pursuant to section 8 of the Ontario Construction Lien Act ("CLA") and analogous
construction lien legislation in many of the other relevant provinces (the “Lien
Legislation”) or otherwise under applicable law. Sears advised the Receiver that it
disagreed that any of the Pre-Filing Customer Payments were impressed with a trust, that
it considered that its position on its set-off rights was properly supported, and was
opposed to any funds being distributed to holders of Lien and Trust Claims on account of
any trust claims.

23. The Receiver sought to negotiate a resolution of this issue with Sears over several months.
These negotiations were further complicated by two very recent court decisions (the
“Trust Claim Decisions”) ® released in May and June of 2014, which have held that
deemed trusts under Lien Legislation do not survive bankruptcy. In light of the Trust
Claim Decisions, Sears and Alaris both took the position that a bankruptcy of SHS would
render ineffective the Lien and Trust Claims filed pursuant to the Lien Legislation as
against the Pre-Filing Customer Payments and the Contingency Reserve of $706,000 (as
defined in the Fifth Report); these being the only funds which may be subject to Lien and
Trust Claims. The issuance of the Trust Claim Decisions had a significant effect on the
positions taken by Sears and Alaris in the negotiations generally and in respect of any

3 See Rayal Bank of Canada v. Atlas Block Co. Limited, 2014 ONSC 2062 and Jona Contractors Ltd. (Re), 2014
ABQB 347.



24.

25.

26.

27.

28.

20,

alleged trust claims in particular.

The Receiver was advised on June 18, 2014 that Alaris intended to seek leave to bring an
application for the Bankruptcy Orders, which orders have now been granted.

The Receiver and Sears continued to pursue a resolution of the Pre-Filing Customer
Payments, having regard to the impact of the Trust Claim Decisions in the event of a
bankruptcy of SHS, the expectations on the outcome of a litigation of the setoff arguments
made by Sears, and the anticipated costs of litigating the matter.

It is important to note that based on the security opinion of the Receiver’s counsel, the
security interest asserted by Alaris is unenforceable. As such, Sears is the sole holder of a
general security agreement with the Company. In addition, the claims asserted by Sears
greatly exceed the anticipated net recoveries in the Receivership Proceedings.
Accordingly, as a result of the combination of the Trust Claims Decisions, the security
opinion of the Receiver’s counsel and the amount of Sears’ secured claims, it became
evident that Sears would receive any recoveries from the Pre-Filing Customer Payments in
any event (subject to prior ranking claims in the Receivership Proceedings).

In this context, the Receiver and Sears reached the Settlement Agreement that is
described in more detail below.

The Receiver also understands that the foregoing facts have also contributed to a
settlement between Sears and Alaris concerning the proceeds sharing and proceeds
turnover arrangements contained in the intercreditor agreement executed by them. This
was pursued by Sears and Alaris concurrently with the Receiver’s negotiations with Sears

on the Settlement Agreement.

Alaris does not oppose the Settlement Agreement reached between the Receiver and
Sears.

KEY TERMS OF SETTLEMENT AGREEMENT AND PROPOSED CLAIMS RESOLUTION PROCESS

30.

The Settlement Agreement between Receiver and Sears is attached as Appendix “C” of
this Report. The form of the proposed Lien Claims Resolution Order is included in
Schedule “A” of the Settlement Agreement.

10



31. The key terms of the Settlement Agreement are summarized as follows (capitalized terms

not otherwise defined are as defined in the Settlement Agreement):

a)

b)

c)

d)

e)

Sears agrees that following the determination by the Receiver of substantially all
Proofs of Claim in accordance with the Proposed Lien Claims Process, Sears will
pay to the Receiver an amount up to $1,000,000 (the “Sears Primary
Settlement Payment”) to satisfy proven Lien Claims;

Concurrent with the payment of the Sears Primary Settlement Payment, Sears
has agreed to pay to the Receiver the amount of $100,000 (the “Sears
Secondary Settlement Payment”) to be applied to proven claims of creditors
of SHS in accordance with applicable priorities, which may include the secured

claims of Sears;

The Settlement Agreement resolves certain setoff claims and other claims
asserted by Sears, some of which were disputed by the Receiver, for payment of
various amounts Sears alleged were owed to it as post-filing administrative
priority claims. Pursuant to the Settlement Agreement, the Receiver and Sears
have agreed that other than specified amounts payable under the Settlement
Agreement, neither party has a claim against the other for any other amounts in
respect of the Interim Receivership Proceedings or Receivership Proceedings;

Sears agrees to support the approval of the proposed Lien Claims Resolution
Order, and any motion for the approval of the fees of the Receiver and its
counsel incurred during the period up to June 30, 2014; and

The Receiver agrees to repay the borrowings received from Sears in the Interim
Receivership Proceedings and the Receivership Proceedings following the
Effective Date of the Settlement Agreement.

32, The terms of the Settlement Agreement include approval of the Proposed Claims

Resolution Process, the key terms of which are the following (capitalized terms are as

defined in the proposed Lien Claims Resolution Order):

a)

All Trust Claims will be deemed to have been disallowed and finally adjudicated.

Distributions will only be made on account of Proven Lien Claims. No

11



b)

c)

d)

e)

distribution will be made on account of Trust Claims;

The Receiver shall review each proof of claim filed by a Claimant (including the
Late Claims, as defined below) to determine the amount, if any, that is
considered to be a Proven Lien Claim. In making this determination, the
Receiver is permitted to issue a Request for Supporting Information to a
Claimant identifying supporting documentation that was previously requested
but not included in the Proof of Claim as filed. A Claimant may provide the
requested information by no later than 15 days from the date it was requested,
after which the Receiver is not obligated to accept such or any additional
information from the Claimant. The Receiver notes that a significant proportion
of the Proofs of Claim filed that asserted a Lien Claim did not include all of the
basic documentation requested to substantiate the claim. The Receiver is of the
view that it would be prudent to allow a process for further information to be
solicited where required, rather than simply disallowing the claims as they stand
and resolving the validity of the claim through a dispute process;

The Receiver shall provide Sears with copies of all supporting documentation
relevant to any Lien Claim in an amount greater than $50,000 for the sole
purpose of allowing Sears to assess the validity of the Receiver’s determination
of such Lien Claim;

The Receiver shall send a Notice of Revision or Disallowance to those Claimants
whose Proof of Claim is partially disallowed or disallowed in its entirety by the
Receiver. A Claimant may appeal such notice by serving a Dispute Notice on the
Receiver within 15 days of the Receiver issuing a Notice of Revision or
Disallowance to the Claimant;

Following final determination of substantially all Proofs of Claim, the Receiver
will notify Sears of the quantum of the Proven Lien Claims and the aggregate
amount of Disputed Lien Claims. Within 5 Business Days of receipt of such
notice, Sears will transfer the Sears Primary Settlement Payment to the Receiver,
in an amount equal to the lesser of (A) $1,000,000 or (B) the Proven Lien
Claims Amount plus the aggregate amount of Disputed Lien Claims (the “Lien
Claim Cash Pool”); and

12
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Distributions will be made to holders of Proven Lien Claims from the Lien Claim
Cash Pool. In the event that the Lien Claim Cash Pool does not contain sufficient
funds to satisfy all Proven Lien Claims in full, claims will be paid on a pro rata
basis from the Sears Primary Settlement Payment. In all cases, the distribution
to a Claimant on account of such Claimant’s Proven Lien Claim is conditional
upon the Claimant first effecting the discharge of its lien, at its own expense, that
is the subject of such Proven Lien Claim, and effecting the dismissal of any Lien
Claim as against any Customer, SHS, the Receiver, and Sears, asserted by way of
court action that is the subject of such Proven Lien Claim, and providing

satisfactory proof of discharge and any such dismissal to the Receiver.

33. The Settlement Agreement provided for an Effective Date, by which date the Bankruptcy

Orders were to be granted and the Court was to have approved the Settlement Agreement

and the proposed Lien Claims Resolution Order. This Effective Date was to have occurred
prior to August 7, 2014 (the “Outside Date”). As a result of the scheduling of the
hearings in the Receivership Proceedings, the Receiver and Sears mutually agreed to
extend the Outside Date to October 8, 2014.

RECEIVER’S VIEWS

34. The Receiver is of the view that the Settlement Agreement and the Proposed Claims

Resolution Process are reasonable and appropriate in the circumstances, for the following

reasons:

a)

b)

The Settlement Agreement provides for a recovery to those Claimants in the Lien
and Trust Claims Procedure who are found to hold valid Lien Claims, who may
not otherwise be entitled to recover any funds in the Receivership Proceedings
by virtue of the Trust Claims Decisions. As indicated in the Fifth Report, the
value of Lien Claims filed in the Lien and Trust Claims Identification Process
was approximately $934,000, which is less than the maximum amount of the
Sears Primary Settlement Payment to be distributed to holders of Proven Lien
Claims;

The Settlement Agreement should provide significant assistance to customers of
SHS who were materially negatively affected by the insolvency of SHS and had

13



construction liens filed against their properties. Claimants with Proven Lien
Claims must discharge their liens to receive a distribution. Those Claimants who
do not have Proven Lien Claims will have their claims discharged and released
for all purposes by the Order;

¢) The Sears Secondary Settlement Payment may provide additional recoveries for
any creditors that have claims ranking in priority to the secured claims held by

Sears; and

d) In the absence of a settlement, the litigation of the Pre-Filing Customer
Payments would result in significant costs being incurred by the Receiver, which
would principally affect the net recovery to Sears on account of its secured
claims. Further, any recovery of the Pre-Filing Customer Payments would likely
be returned to Sears in repayment of its secured claims, which claims exceed the

total amount of the net recoveries anticipated in the Receivership Proceedings.

35. As noted in the Fifth Report, Lien and Trust Claims filed by 14 claimants totaling
$33,620.49 (the “Late Claims”) were received after the Claims Bar Date of 5:00pm of
April 11, 2014, but all of which were received on or before May 16, 2014. No other Proofs
of Claim related to the Lien Claims Identification Process have been received by the
Receiver since that date. The Proposed Claim Resolution Process contemplates that the
Late Claims would be included as part of the Proposed Claim Resolution Process. While
the Late Claims were not filed by the Claims Bar Date, the amount of the claims is
relatively small (comprising about 1% of all Lien and Trust Claims filed) and the Receiver
does not think that other Claimants would be materially prejudiced by the inclusion of
these claims. Further, as these claims include Lien Claims, the Receiver thinks it would
be prudent to resolve the Late Claims in the Proposed Claims Resolution Process in

keeping with the reasons described in the previous paragraph.

36. The Receiver understands that the Settlement Agreement is not opposed by Alaris.
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RELIEF SOUGHT

37. The Receiver respectfully requests that this Court grant an order:

a) Approving the Settlement Agreement and the Lien Claims Resolution Procedure;
and

b) Approving the activities of the Receiver as set out in the Sixth, Seventh and Eighth
Reports.

All of which is respectfully submitted on this 12t day of August, 2014.

PricewaterhouseCoopers Inc.

In its capacity as Receiver of SHS Services Management Inc. / Gestion des Services SHS Inc. and
SHS Services Limited Partnership

Mica Arlette
Senior Vice President
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Appendix A
Summary of prior orders of the Court and reports of the Receiver

1.  OnFebruary 4, 2014, the Court made an order (the “February 4 Order”):

a) Authorizing the Receiver to enter into an auction services agreement (the “Auction
Agreement”) and a transaction to sell the Auction Assets (as defined therein), and
vesting in the purchaser the Auction Assets free and clear of all encumbrances;

b) Approving the release of Prepaid Custom Inventory to customers; and

¢) Approving the activities of the Receiver as set out in the Receiver’s Third Report to
the Court dated January 28, 2014, the Supplementary Third Report to the Court
dated January 31, 2014, and the Second Supplementary Third Report to the Court
dated February 3, 2014 (collectively the “Third Report”)¢.

2. On February 4, 2014, the Court also made an order (the “Licensee Order”) on the
application of a group of the Company’s licensees (the “Licensee Respondents”) for an
order lifting the stay provisions in paragraphs 14 and 15 of the Receivership Order (the “Stay
Provisions”) as against the Licensee Respondents, for the limited purpose of permitting the
Licensee Respondents to terminate any of their respective license agreements with SHS.

3.  OnMarch 11, 2014, the Court made the following orders:

a) Anorder (the “Reliance Sale Approval Order”) authorizing the Receiver to enter
into a purchase and sale agreement with Reliance Comfort Limited Partnership
(“Reliance”) and a transaction to sell the Rental Portfolio excluding the Quebec
Rental Portfolio (both as defined below), and vesting in Reliance the Rental Portfolio
free and clear of all encumbrances; and

b) An order (the “Lien and Trust Claims Procedure Order”) approving the Lien
and Trust Claims Identification Process (as defined therein).

4. Thetransaction with Reliance successfully closed on March 20, 2014.

® Third Report: http://www.pwe.com/en CA/CA/car/shs/assets/shs-058 0129]14.pdf (Report),
Supplementary Report: hitp://www.pwe.com/en CA/CA/car/shs/assets/shs-064_020314.pdf
Second Supplementary Report: http:/www.pwe.com/en CA/CA/car/shs/assets/shs-067 020414 .pdf




On March 24, 2014, the Court made an order approving the activities of the Receiver as set out
in the Receiver’s Fourth Report to the Court dated March 4, 2014 (the “Fourth Report”)7,
and approving the fees and disbursements of the Interim Receiver and its counsel arising from
the performance of their duties in the Interim Receivership Proceedings, and approving the
fees and disbursements of the Receiver and its counsel for the period from January 9 to

February 21, 2014.

On June 26, 2014, the Court made an order approving the activities of the Receiver as set out
in the Receiver’s Fifth Report to the Court dated June 19, 2014 (the “Fifth Report”) 8,
approving the sale of the Quebec Rental Portfolio (as defined in the Fifth Report) to
Hydrosolution LP, and setting a timetable for a motion to resolve the issue of entitlement to
the Pre-Filing Customer Payments. The transaction with Hydrosolution LP successfully
closed on July 7, 2014.

On July 15, 2014, the Court made an endorsement approving the revised timetable for a
motion to resolve the issue of entitlement to the Pre-Filing Customer Payments for the
reasons set out in the Receiver’s Sixth Report to the Court dated July 14, 2014 (the “Sixth
Report”) 9.

The Receiver filed its Seventh Report to the Court dated July 28, 2014 (the “Seventh
Report”) ° summarizing the terms of a settlement agreement between the Receiver and
Sears (the “Settlement Agreement”) resolving all amounts owing and alleged to be
owing between the parties (including certain Pre-Filing Customer Payments as defined
therein) and agreeing a framework for resolution of the construction lien and trust claims

filed pursuant to the Lien and Trust Claims Procedure Order.

On July 30, 2014, an order (the “Lift Stay Order”) of Mr. Justice Wilton-Siegel of the
Court was made to, inter alia, lift the stay of proceedings in the Receivership Proceedings
against each of SHS and SHS LP for the sole purpose of filing, serving and proceeding
with an application for orders (the “Bankruptcy Orders”) adjudged each of the
Companies bankrupt and appointing PwC as trustee in bankruptcy (in such capacity, the
“Trustee”) of each of SHS and SHS LP. The Bankruptcy Orders were made on July 31,
2014. The Lift Stay Order provided that the Bankruptcy Orders would be suspended for

7 Fourth Report: http://www.pwe.com/en_CA/CA/car/shs/assets/shs-078_030514.pdf

® Fifth Report: http://Avww.pwe.com/en CAICA/car/shs/assets/shs-121 062014.pdf

? Sixth Report: http://www.pwe.conven CA/CA/car/shs/assets/shs-130 071414 pdf

19 Seventh Report: http://www.pwe.com/en CA/CA/car/shs/assets/shs-133 072814.pdf



10 days for purposes of serving same on the Office of the Superintendent of Bankruptcy;
this period expired on August 10, 2014.



Appendix B
Receiver’s Statement of Cash Receipts and Disbursements

in 8 000's

Receipts:

Sales proceeds 4,693
Customer receipts 1,030
Sales tax collected on receipts 620
Miscellaneous receipts 63
Total receipts 6,406
Disbursements:

Receiver's fees and disbursements (includes legal counsel) 1,601
Payroll and source deductions 516
Sears BCA and Transition Service Agreement payments 470
Installer payments 347
Sales tax remittances (refunds) 289
Sales tax paid on disbursements 328
Monthly rent / lease payments 306
Centah 188
Telecommunications 49
Insurance 48
Utilities 53
Other expenses 1
Total disbursements 4,236
Excess of receipts over disbursements 2,170
Opening cash swept by Receiver 1,205
Funds received under Receiver's Borrowings 688
Funds held in reserve (706)

Cash held in trust - July 31, 2014

3,356




Appendix C
Settlement Agreement



Date July 22,2014
Sears Canada Inc.
290 Yonge Street, Suite 700
Toronto, ON
M3B 2C3

Attention: Daniel Westreich,
Divisional Vice-President, Central Operations & Senior Corporate Counsel

Dear Sirs:

Re:  Receivership of SHS Services Management Inc. /
Gestion des Services SHS Inc. (“SHS GP”) and SHS
Services Limited Partnership (“SHS LP” together,
“SHS”)

We are writing to you in our capacity as court-appointed receiver (the
“Receiver”) of the property of SHS (the “Receivership”) pursuant to the Order of the Ontario
Superior Court of Justice (Commercial List) (the “Court™) made on December 13, 2013 (the
“Appointment Order”) and the Order of the Court made on January 9, 2014 (the “Receivership
Order™).

: Sears Canada Inc. (“Sears™) and the Receiver have discussed several material
issues related to the Receivership. These issues include: (8) the Receiver’s position that Sears
holds SHS customer payments of approximately $1,400,000 or more that should be remitted to
SHS (the “Disputed Funds”) and the grounds upon which Sears disputes the quantum of the
Disputed Funds and the Receiver’s position concerning the Disputed Funds; (b) resolution of the
construction lien and trust claims filed pursuant to the Lien and Trust Claims Procedure Order
(Identification of Claims) dated March 11, 2014 (the “Claims Identification Process Order™)
and use of the Disputed Funds and certain other funds held by the Receiver to settle valid claims
thereunder; and (c) certain claims asserted by Sears, some of which are disputed by the Receiver,
for payment of various amounts Sears alleges are owed 10 it pursuant to or in connection with: (i)

" the Branded Concession Agreement dated December 20, 2012, between Sears and SHS GP, SHS

GP’s rights and obligations thereunder subsequently assigned to and assumed by SHS LP (the
“BCA™); (ii) the Transition Services Agreement dated as of February 28, 2013, between SHS GP
and Sears, as amended and extended (the “Transition Agreement”); (iii) the Asset Transfer
Agreement dated December 20, 2012, between SHS GP and Sears (the “Transfer Agreement”);
(iv) the Sears Card Merchant Agreement made effective as of January 29, 2013, between SHS
GP and Scars (the “Merchant Agreement”); and (v) the Sublease made as of September 1,
2013, between SHS GP and Sears (the “Sublease’) or otherwise, that are rcferable to and
calculated by reference to the period from and after the date of the Appointment Order.

Sears and the Receiver have agreed to settle the abave issues and any other open
issues between Sears, SHS and the Receiver subject to the terms and conditions of this settlement
agreement (the “Agreement’).



FOR YALUE RECEIVED the parties agree as follows:

The Receiver on its own behalf and on behalf of SHS and Sears hereby agree to
settle all matters between them in relation to SHS or its business and in any way connected to the
Receivership as follows:

1. This Agreement shall only become effective upon the date that all of the following
conditions precedent have been satisfied: (a) the court has granted a bankruptcy order in
respect of both SHS GP and SHS LP on the application of Alaris Income Growth Fund or
Sears (a “Bankruptcy Order™), (b) the Agreement has been duly executed and delivered
by the parties, and (c) the Agreement and the claims resolution and distribution order
substantially in the form attached hereto as Schedule “A” (the “Proposed Claims
Resolution Order”) has been approved by the court substantially in the form submitted
to the court for approval by the Receiver and Sears (the “Effective Date™). Scars
acknowledges and agrees that the Receiver will only seek the approval of this Agreement
by the court if the Bankruptcy Order is granted. The parties acknowledge and agree that
this Agreement will have no force and effect and shall become null and void if the
Effective Date does not occur prior to August 7, 2014, unless the parties otherwise agree
in writing. .

2. Sears agrees to support the approval of the Proposed Claims Resolution Order and any
motion for the approval of the Receiver’s and the Receiver’s counsel’s fees incurred
during the period up to and including June 30, 2014. Capitalized terms used but not
otherwise defined herein have the meanings ascribed to them in the Proposed Claims
Resolution Order; i

3. Upon court approval of the Proposed Claims Resolution Order, the Receiver undertakes
1o provide at least two (2) business days’ written notice to Sears prior to accepting any
Lien Claim (as such term is defined in the Claims Identification Process Order and
adopted by reference in the Proposed Claims Resolution Order) which is in excess of
$50,000 and to provide counsel for Sears all documentation filed by the Claimant in
support of such claim or other ducumentation in the possession of the Receiver and
relevant to the determination of the Lien Claim by the Receiver; in the event that Sears,
acting reasonably, objects to the approval of such claim, the Receiver sball not accept
such claim unless authorized by the Court;

4, Sears agrees that following determination by the Receiver of substantially all Proofs of
Claim in accordance with the Proposed Claims Resolution Order, the Receiver will notify
Sears in writing of the quantum of the Proven Lien Claims Amount and the aggregate
amount of Disputed Lien Claims. Within five (5) business days of receipt of such written
notice from the Receiver, Sears will transfer immediately available funds to the Receiver
(without any setoff or deduction of any kind) in an amount equal to the lesser of: (A)
$1,000,000.00 or (B) the Proven Lien Claims Amount plus the aggregate amount of
Disputed Lien Claims (the “Sears Primary Settlement Payment”™);

5. Sears agrees that concutrent with the payment of the Sears Primary Settlement Payment,
Sears will transfer immediately available funds to the Receiver (without any setoff or
deduction of any kind) in an amount of $100,000.00 (the “Sears Secondary Settlement



Payment”; together with the Sears Primary Settlement Payment, collectively the “Sears
Settlement Payment”), which amount shall be available to satisfy the claims of creditors
of SHS in accordance with their legal priority thereto; for greater certainty, nothing
herein prohibits the Receiver from distributing the Sears Secondary Payment to Sears if it
is determined that Sears has priority to such funds over other creditors of SHS;

The Receiver agrees that, other than the Sears Amounts (as defined below), it is not
aware of any other amounts or payments that are outstanding, owing or due from Sears or
any of its affiliates to SHS or to the Receiver and that the Receiver agrees to accept the
payment of the Sears Settlement Payment in full and final satisfaction of all amounts that
are, or may be, owed by Sears to SHS or to the Receiver, except for any obligations or
liabilities of Sears that arise from facts, omissions or circumstances that occur from and
after the Effective Date. For the purpose of this Agreement, the term “Sears Amounts™
means all of the following: (a) the Disputed Funds, (b) amounts payable by Sears to the
Receiver pursuant to the Backstop Agreement between Sears and the Receiver dated
December 27, 2013, (c¢) amounts payable by Sears to the Receiver pursuant to the
Transitional Services Agreement among Sears, the Receiver and Reliance Comfort
Limited Partnership dated March 13, 2014, (d) rental payments relating to SHS® rental
water heater and HVAC business collected by Sears on behalf of SHS (net of
commissions and merchant fees), and () amounts payable by Sears to the Receiver or to
SHS pursuant to the BCA, the Transition Agreement, the Transfer Agreement, the
Merchant Agreement and the Sublease.

The Receiver agrees that forthwith following the Effective Date, the Receiver will repay
the borrowings it received from Sears pursuant to the Appointment Order and
Receivership Order (the “Borrowings™) in the aggregate principal amount of $638,000
(plus accrued and unpaid interest), all such amounts being secured by the Receiver’s
Charge, as such term is defined in the Receivership Order;

The Receiver requested that its counsel, McMillan LLP, conduct an independent review

of the security documentation granted by SHS to Sears and provided to McMillan LLP by - -

the Receiver (the “Security”). McMillan LLP has advised the Receiver that the Security
is valid and enforceable as against the Receiver and it secures obligations owed by SHS
to Sears under: (i) the BCA,; and (ii) the Loan Agreement dated October 31, 2013
between SHS Services Limited Partnership and Sears (the “Loan”). Sears will submita
proof of claim to the Receiver in respect of the BCA, the Transition Agreement, the
Transfer Agreement, the Merchant Agreement, the Sublease, the Loan and Security and
any other amounts owed to Sears, whether the same are secured or unsecured or pre-
filing or post-filing, for distribution purposes. Except as indicated above, McMillan LLP
has not reviewed the validity or enforceability of any other secured claim of Sears as of
the date hereof;

Other than the administrative priority claims for payment set out on the attached
Schedule “B” (the “Administrative Priority Claims”) and the Receiver’s Borrowings
from Sears that are secured by the Interim Receiver’s Borrowings Charge referred to
abave, Sears agrees to assert no other administrative priority claims against SHS or the
Receiver in the Receivership, provided that Sears may assert all other claims it may have



either as against the collateral (or proceeds thereof) that is secured by the Security (the
“Sears Collateral”) or as general unsecured claims against SHS. For greater certainty,
nothing in this Agreement is to be construed as prejudicing: (a) Sears’ right to file claims
in respect of the BCA, the Transition Agreement, the Transfer Agreement, the Merchant
Agreement, the Sublease, the Loan and Security or any other amounts owed to Sears,
whether the same are secured or unsecured or pre-filing or post-filing, as against the
Sears Collateral, as secured claims against SHS or as general unsecured claims against
SHS; and (b) the Receiver's obligations to review and validate such claims; and

10.  The Administrative Priority Claims shall be paid by the Receiver to Sears upon payment
of the Sears Settlement Payment by Sears to the Receiver.

RELEASES

Except for the Receiver’s obligations to Sears under this Agreement (which are
only owed to Sears in its capacity as Receiver and not in its personal or corporate capacity),
Sears hereby agrees to release PricewaterhouseCoopers Inc., in its capacity as Receiver and in its
corporate and personal capacity, from any and all claims, obligations, rights, causes of aclion,
and liabilities, of whatever kind or nature, whether based on contract, negligence or other tort,
fiduciary duty, common law, equity, statute or otherwise, whether known or unknown, whether
foreseen or unforeseen in any way related to SHS or the Receivership which Sears may have for,
upon or by reason of any matter, cause or thing whatsoever, as of the date hereof.

The Receiver on its own behalf and on behalf of SHS agrees not to pursue Sears
in respect of any amounts other than Sears Amounts. Except for Sears’ obligations to the
Receiver under this Agreement and its obligation to pay the Receiver the Sears Amounts, the
Receiver agrees to release Sears from any and all claims, obligations, rights, causes of action,
and liabilities, of whatever kind or nature, whether based on contract, negligence or other tort,
fiduciary duty, common law, equity, statute or otherwise, whether known or unknown, whether
foreseen or unforeseen in any way related to SHS or the Receivership which the Receiver may
have for, upon or by reason of any matter, cause or thing whatsoever, as of the date hereof.

GENERAL

Entire Agreement: This Agreement, including the Schedule hereto, contains the entire
agreement between the parties with respect to the subject matter of this Agreement, and
supersedes all prior representations and negotiations.

Counterparts: This Agreement may be executed by either party hereto by signing a counterpart
hereof (whether in original, facsimile or electronic form), each of which counterpart so executed
shall be deemed to be an original and such counterparts together shall constitute a single
instrument bearing the date first written above.

Assignment: Neither party may assign any of its rights under this Agreement except with the
prior written consent of the other party.

Governing Law: This Agreement shall be interpreted in accordance with and govemed by the
laws of the Province of Ontario and the federal laws of Canada applicable therein.



Third Party Beneficiaries: This Agreement does not and is not intended to confer any rights or
remedies upon any person other than the parties, provided that PricewaterhouseCoopers Inc. in
its corporate and personal capacity may rely on and take the benefit of the releases herein granted
by Sears.

The parties hereto have executed this Agreement the day and year first above written.

SHS SERVICES MANAGEMENT INC.

by its receiver PricewaterhouseCoopers Inc.,
solely in its capacity as receiver of SHS Services
Management Inc./Gestion des Services SHS Inc.
and SHS Services Limited Partnership and not in
its personal or corporate capacity

By: 7 »ZZ W
Name: Mica Arlette
Title: Senior Vice President

SEARS CANADA INC.

P
Title: Vic Ecialty Services,
Travel and Home Services

SEARS CANADA INC.

e: Daniel Westreich
Title: Divisional Vice-President, Central
Operations and Senior Corporate Counsel



SCHEDULE “A”
See attached



Court File No. CV-13-10370-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) ®
)
® ) DAY OF @, 2014

IN THE MATTER OF THE RECEIVERSHIP OF SHS SERVICES MANAGEMENT
INC./GESTION DES SERVICES SHS INC. AND SHS SERVICES LIMITED
PARTNERSHIP

LIEN CLAIMS RESOLUTION ORDER

THIS MOTION made by PricewaterhouseCoopers Inc. (“PwC” or the “Receiver”) in
its capacity as Receiver of SHS Services Management Inc./Gestion des Services SHS Inc. and
SHS Services Limited Partnership (together, “SHS”) appointed pursuant to an order of the
Honourable Mr. Justice Brown of the Ontario Superior Court (Commercial List) dated January 9,
2014 (the “Receivership Order™) and made pursuant to scction 243(1) of the Bankruptcy and
Insolvency Act, RSC 1985, ¢ B-3 (Canada) (“BIA”) for, inter alia, approval of a construction

lien claims resolution process, was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the Sixth Report to the Court of the Receiver dated
July 14th, 2014 (the “Sixth Report™), the Seventh Report to the Court ol the Receiver dated July
28th, 2014 (the “Seventh Report”) and the Eighth Report to the Court of the Receiver dated
August 12th, 2014 (the “Eighth Report”) and the actions and activities of the Receiver
described therein and on hearing the submissions of counsel for the Receiver and such other
counsel as may be in attendance, it is herecby ORDERED AND DECLARED THAT:

I. The time for service of the Notice of Motion and the Motion Record is hercby abridged
and validated so that this Motion is properly returnable today and hereby dispenses with further

service thereof,

LEGAL_22573262.6
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2. The Sixth Report, the Seventh Report, the Eighth Report, and the activitics of the

Receiver as described therein, are hereby approved.

3. The Settlement Agreement dated July 22, 2014 between Sears Canada Inc. (“Sears”) and
the Receiver, and the payments, releases and other transactions contcmplated therein, are hereby

approved.

A. RECEIVER

4. The Receiver is hereby authorized and empowered to take such other actions and fulfill

such other roles as are contemplated by this Order.

B. DEFINITIONS AND INTERPRETATION

5. For purposes of this Order, capitalized terms not herein defined shall have meaning given
to them in the Lien and Trust Claims Procedure Order (Identification of Claims) dated March 11,
2014 (the “Claims Identification Order™), a copy of which is attached as Schedulc “A™ hereto

and the following terms shall have the following meanings:

(a) “Bankruptcy Orders” means, together, the bankruptcy orders made in respect of
SHS LP and SHS GP on July 31st, 2014;

{b)  “Claimant” means, subject to paragraph 16 hereof, any Person who filed a Proof
of Claim with the Receiver on or prior to the Claims Bar Date in accordance with

the Claims ldentification Order;

(c) “Dispute Notice™ means the dispute notice in substantially the form attached as
Schedule “C” hereto;

(d) “Disputed Lien Claim” means a Lien Claim for which a Claimant has delivered

a Dispute Notice to the Receiver;

(e) “Lien and Trust Claim™ means a Claim that asserts both a Lien Claim and a

Trust Claim;

H “Lien Claims Resolution Process™ means the procedures outlined in the Claims

Identification Order and this Order;

LCGAL_22573262.6
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M

(m)

LEGAL_225732626

-3-

“Lien Claim Cash Pool” means the cash available for distribution to Claimants
in respect of Proven Lien Claims, funded by Sears in accordance with paragraph
18 of this Order less an allocation o be determined by the Receiver on account of
professional fees and expenses incurred by the Receiver and its counsel in relation

to adiministering the Lien Claims Resolution Process;

“Notice of Revision or Disallowance” means a notice, substantially in the form
allached as Schedule “B” herelo, advising a Claimant that the Receiver has
revised or rejected all or part of such Claimant’s Claim set out in its Proof of

Claim and providing the reasons for the revision or rejection;

“Proven Lien Claim” means the amount of any Claimant’s Lien Claim f{inally
determined in accordance with the provisions of this Order which, for greater

certainty, shall not include any Trust Claims;

“Proven Lien Claims Amount” means the aggregatc amount of Proven Lien

Claims;

“Request for Supporting Information” means the request letter to certain
Claimants from the Receiver that identifies supporting documentation requested
pursuant to the Claims I[dentification Order that was not included in the
Claimant’s filed Proof of Claim, and contains instructions for the Claimant to file
such documentation with the Receiver in accordance with the terms of this Order,

such letter in substantially the form attached as Schedule “D" hereto;

“Supporting Information Deadline” means, the date that is fifteen (15) Business
Days following mailing to applicable Claimants by the Receiver of a Request for

Supporting Information; and

“Trust Claim” means a Claim to trust funds pursuant to applicable Lien

Legislation that is not a Lien Claim;



-4-
C. CLAIMS RESOLUTION PROCESS

6. THIS COURT ORDERS that the effect of the Bankruptcy Orders is to terminate all
Trust Claims asserted against the property and estate of SHS. Accordingly, all Trust Claims
filed with the Receiver pursuant to the Claims Identification Order are hereby deemed to be
disallowed and finally adjudicated. The Receiver shall issue a notice of this Order to each
Claimant who asserted a Lien and Trust Claimn confirming the disallowance pursuant to this
paragraph 6 of the portion of such Lien and Trust Claim, if any, determined by the Receiver to
constitute a Trust Claim. For greater certainty, nothing in this paragraph 6 shall affect the
portion of any Licn and Trust Claim determined by the Receiver to constitute a Proven Lien

Claim.

7. THIS COURT ORDERS that at any time the Receiver may request additional
information and documentation from the applicable Claimant with respect to any Claim properly

filed in accordance with the terms of the Claims Identification Order.

8. THIS COURT ORDERS that the Receiver may, in its discretion, issue a Request for
Supporting Information to a Claimant who did not supply sufficient supporting documentation in
the Claimant’s filed Proof of Claim. A Claimant who receives a Request for Supporting
Information may provide the requested information and documentation to the Receiver by no
later than the Supporting Information Deadline, afler which date the Receiver is not obligated to
accept such or any additional information and documentation from such Claimant and the
applicable Claiim will be determined by the Receiver on the basis of the information and
documentation provided by the Claimant to the Receiver on or prior to the Supporting

Information Deadline.

9. ‘THIS COURT ORDERS that the Receiver shall review each Proof of Claim filed by a
Claimant and may accept, revisc or disallow the Claim and may attempt to consensually resolve
or settle any Claim with the applicable Claimant at any time prior to any resolution of the Claim

being finally determined by the Court,

10.  THIS COURT ORDERS that the Receiver shall provide Sears with copies of all
supporting documentation in its possession relevant to any Lien Claim in an amount greater than

or equal to $50,000 for the sole purpose of allowing Sears to assess the Receiver's determination

LEGAL_22573252.6



-5-
of such Lien Claim. In the event that the Recciver detcrmines any such Lien Claim to be a
Proven Lien Claim and Scars objects to such determination, acting reasonably, the Receiver shall

not accept such Lien Claim unless authorized by the Court.

11.  THIS COURT ORDERS that where a Claim is determined by the Receiver to be a Lien
Claim and is proved in full and allowed by the Receiver in its entirety, no further notice will be
sent by the Receiver to the Claimant and the Claim amount as sct out in the allowed Proof of

Claim is deemed to be admitted in full as a Proven Lien Claim.

12, THIS COURT ORDERS that where a Claimant's Proof of Claim is partially disallowed
or disallowed in its cntirety by the Recciver, the Receiver shall send a Notice of Revision or

Disallowance to the Claimant (or its counsel, if applicable).

13. THIS COURT ORDERS that a Claimant may appeal a Notice of Revision or
Disallowance to the Court by serving a Dispute Notice on the Receiver within fifteen (15) days

of the Receiver issuing a Notice of Revision or Disallowance to the Claimant.

14. THIS COURT ORDERS that the Receiver will schedule a motion for a date to be
determined by the Receiver to resolve any Claims that are the subject of a Notice of Revision or
Disallowance that has been appealed by the applicable Claimant in accordance with paragraph
13 above and at such motion each such Claimant shall be deemed to be an applicant and the

Receiver shall be deemed to be the respondent.

1S. THIS COURT ORDERS that if a Claimant having rcceived the Receiver’s Notice of
Revision or Disallowance does not appeal same in accordance with paragraph 13 above, the
Receiver’s Notice of Revision or Disallowance shall be final and binding and such Claimant will
be forever barred from disputing or appealing the Notice of Revision or Disallowance and shall
be deemed to have accepted the Receiver’s determination of the Claim as set out in the Notice of

Revision or Disallowance for all purposes.

16. THIS COURT ORDERS that the Receiver is authorized to use reasonable discretion as
to adequacy of compliance with respect to the manner in which Proofs of Claim, Notices of
Dispute and other notices are completed and executed, and may, where they are satisfied that a

Claim has been adequately filed, waive strict compliance with the requircments of the Claims
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Identification Order and this Order, as applicable, as to completion and execution of Proofs of
Claim and Notices of Dispute and other notices to be provided herein. For greater certainty, the
Receiver may disregard any error, omission or oversight in the completion of a Proof of Claim
by a Claimant specifying a Claim as a Lien Claim, Trust Claim or Lien and Trust Claim and may
treat each such Claim as a Lien Claim, Trust Claim or Lien and Trust Claim, as applicable, in
accordance with the substance and documentation provided by the Claimant in support of the
Claim. Notwithstanding paragraph 12 of the Claims Identification Order, the Receiver is
authorized to accept the Proofs of Claim received by the Receiver after the Claims Bar Date
(being 5 p.m. Toronto time on April 11, 2014) as described in the Eighth Report, provided that
such Proofs of Claim were received on or before May 16, 2014 and persons having filed such

Proofs of Claim shall be considered to be Claimants as defined in this Order.

17. THIS COURT ORDERS that all Claims determined and administered pursuant to this
Lien Claims Resolution Order by the Receiver shall have the same force and effect as if made by
a court of competent jurisdiction pursuant to the applicable Lien Legislation. The Receiver may

retain any consultant or assistant as it may require in the review and determination of any Claim.

D. CREATION AND DISTRIBUTION OF CASH POOLS

18. THIS COURT ORDERS that following {inal determination of substantially all Proofs
of Claim by the Receiver in accordance with this Order, the Receiver will notify Sears of the
quantumn of the Proven Lien Claims Amount and the aggregatc amount of Disputed Lien Claims.
Within five (5) Business Days of receipt of such notice Sears will transfer immediately available
funds to the Receiver in an amount equal to thc lesser of: (A) $1,000,000.00 or (B) the Proven

Lien Claims Amount plus the aggregate amount of Disputed Lien Claims.

9. THIS COURT ORDERS that following final determination of substantially all Proofs
of Claim in accordance with this Order the Receiver will distributc the Lien Claim Cash Pool
among the Claimants holding Proven Lien Claims in accordance with the amount of cach such
holder’s Proven Lien Claim, provided that in the event the Lien Claim Cash Pool does not
contain sufficient funds to satisfy all Proven Lien Claims in full, the Lien Claim Cash Pool shall
be distributed among the Claimants holding Proven Lien Claims on a pro rata basis. In all cases,
the distribution to a Claimant on account of such Claimant’s Proven Lien Claim pursuant to this

Order is conditional upon the Claimant first effecting the discharge of its lien, at its own expense,
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that is the subject of such Proven Lien Claim, and effecting the dismissal of any Lien Claim as
against any Customer, SHS, the Receiver, and Sears, or any one or more of them, asserted by
way of court action that is the subject of such Proven Lien Claim, and providing salisfactory

proof of discharge and any such dismissal to the Receiver.

20. THIS COURT ORDERS that the Receiver will determine the appropriate date and
manner to effect all distributions pursuant to this Order. In the event that therc are funds
remaining in the Lien Claim Cash Pool following final determination and satisfaction of all

Proven Lien Claims, the Receiver will return such remaining funds to Sears.

21.  THIS COURT ORDERS that following final determination (including disallowance) of
all Proofs of Claim in accordance with this Order, all Claims are hereby extinguished and
deemed 1o have been fully and finally released as against any Customer, SI1S, the Receiver and
Sears, but no other Person. Subject to and in furtherance of the foregoing, any Claimant who has
filed one or more liens against the property of a Customer shall effect the discharge of all such
liens at its own expense and provide satisfactory proof of such discharge to the Receiver. Lach
of the Receiver, any Customer whose property is subject to a lien that has been extinguished by
this Order or Sears may enforce the terms of this paragraph 21 as against a Claimant who has

failed to comply with the terms hereof,

E. SERVICE AND NOTICE

22.  THIS COURT ORDERS that the Receiver shall be at liberty to deliver this Order, any
Request for Further Information, any Notice of Revision or Disallowance and any other letters,
notices or other documents to Claimants by forwarding true copies thereof by prepaid ordinary
mail, courier, pcrsonal delivery, facsimile transmission or electronic transmission to such
Claimants at the address set out in the applicable Proof of Claim and that any such service or
notice by courier, personal delivery or electronic transmission shall be deemed to be received on
the next Business Day following the date of forwarding thereof or, if sent by ordinary mail, on

the third Business Day after mailing.

23.  THIS COURT ORDERS any notice or other communication to be given under this
Order by a Claimant to the Receiver (including, without limitation, information and/or

documentation submitted to the Receiver in response to a Request for Supporting Information)
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shall be in writing in substantially the form, if any, provided for in this Order and will be
sufficiently given only if given by courier, registered mail, personal delivery, facsimile

transmission or eleclronic transmission addressed to:

PricewaterhouseCoopers Inc.

Court-appointed Receiver of

SHS Services Management Inc./Gestion Des Services SHS Inc. and
SIS Services Limited Partnership

18 York Street, Suite 2600 PwC Tower
Toronto, Ontario, M5J 0B2

Attention:  Sara de Verneuil
Telephone:  (855) 376-8474

Fax: (416) 814-3219

Email: shs.questions@ca.pwc.com

Any such notice or other communication by a Claimant shall be deemed received only upon

actual receipt thereof during normal business hours on a Business Day.

24.  THIS COURT ORDERS that in the cvent that the day on which any notice or
communication required to be delivered pursuant to this Order is not a Business Day then such

notice or communication shall be required to be delivered on the next Business Day.

25. THIS COURT ORDERS that in the event of any strike, lock-out or othcr event which
interrupts postal service in any part of Canada, all notices and communications during such
interruption may only be delivered by cmail, facsimile transmission, personal delivery or courier
and any notice or other communication given or made by prepaid mail within the seven (7) day
period immediately preceding the commencement of such interruption, unless actually received,
shall be deemed not to have been delivered. All such notices and communications shall be
deemed to have been received, in the case of notice by email, facsimile transmission, personal
delivery or courier prior to 5:00 p.m. (local time) on a Business Day, when received, if received
after 5:00 p.m. (local time) on a Business Day or at any time on a non-Business Day, on the next
following Business Day, and in the case of a notice mailed as aforesaid, on the fourth business

day following the date on which such notice or other communication is mailed.

F. EFFECT, RECOGNITION AND ASSISTANCE

26. THIS COURT ORDERS that, notwithstanding:
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(@) the pendency of these proceedings; and
(b) the Bankruptcy Orders,

the creation and distribution of the Lien Claim Cash Pool by the Receiver pursuant to and in
accordance with this Order shall be binding on the trustee in bankruptcy appointed in respect of
SHS and shall not be void or voidable by creditors of SHS, nor shall it constitute oppressive or

unfairly prejudicial conduct pursuant to any applicable federal or provincial legislation.

27. THIS COURT ORDERS the Receiver may from time to time apply to this Court for

advice and directions in the discharge of its powers and duties under this Order.

28.  THIS COURT ORDERS that this Order shall have full force and effect in all provinces
and territories in Canada, outside Canada and against all Persons against whom it may be

enforceable,

29.  THIS COURT REQUESTS the aid and recognition of any court or any judicial,
regulatory or administrative body in any province or territory of Canada and the Federal Court of
Canada and any judicial, regulatory or administrative tribunal or other court constituted pursuant
to the Parliament of Canada or the legislature of any province and any court or any judicial
regulatory body of the United States and the slates or other subdivisions of the United Statcs and
of any other nation or state, to act in aid of and to be complementary to this Court in carrying out

the terms of this Order.
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SCHEDULE “A”

|Insert copy of Claims Procedure Order (Identification of Claims)|
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SCHEDULE “B”

NOTICE OF REVISION OR DISALLOWANCE REGARDING LIEN CLAIMS
AGAINST:

SHS SERVICES MANAGEMENT INC./ GESTION DES SERVICES SHS INC. AND
SHS SERVICES LIMITED PARTNERSHIP

(each a “Debtor” and collectively, the “Debtors”™)

TO: linsert name and address of Claimant]

FROM: PricewaterhouseCoopers Inc. in its capacity as Court-appointed monitor of
the Applicants (the “Receiver”).

Terms not otherwise defined in this Notice have the meaning ascribed to them in the Order of the
Ontario Superior Court of Justice made October 3, 2014 (“Lien Claims Resolution Order™). You
can obtain a copy of the Lien Claims Resolution Order on the Receiver’s website at
www.pwe.com/car-shs or by contacting the Receiver as set out below,

This Notice of Revision or Disallowance is issued pursuant to the Lien Claims Resolution Order.

The Receiver has disallowed in full or in part your Claim(s), as set out in your Proof of Claim,
for distribution purposes as set out below:

Particulars of Amount Per Disallowed Allowed Allowed as Lien
Customer Proof of Claim Amount Amount Claim
s $ $ a
s $ $ o
b S S O
S S $ m}
$ 3 3 a

REASONS FOR DISALLOWANCE:
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If you dispute this Notice of Revision or Disallowance, you may appeal such decision by
delivering a Dispute Notice, in the manner described in the Lien Claims Resolution Order and in
the form attached as Schedule “C” to the Lien Claims Procedure Order, to the Receiver at the
address listed below. Any such Dispute Notice must be delivered to the Receiver within five (5)
Business Days of receiving this Notice of Revision or Disallowance, in which case such Claim
shall be treated as if the Claim had been entirely disallowed by the Receiver and will be
reassessed by the Ontario Superior Court of Justice. If you do not appeal this Notice of Revision
or Disallowance in the prescribed manner and within the aforesaid time period, your Claim shall
be deemed to be as set out in this Notice of Revision or Disallowance.

Dispute Notices should be addressed to:

PricewaterhouseCoopers Inc.

Court-appointcd Receiver of

SHS Services Management Inc./Gestion Des Services SHS Inc. and
SHS Services Limited Partnership

18 York Street, Suite 2600 PwC Tower
Toronto, Ontario, MS5J 0B2

Attention: Sara de Verncuil
Telephone:  (855) 376 8474

Fax: (416) 814-3219

Email: shs.questions@ca.pwe.com

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THIS
NOTICE OF REVISION OR DISALLOWANCE WILL BE BINDING UPON YOU.

If you agree with the Notice of Revision or Disallowance, there is no need to file anything
further with the Recciver.

DATED at this day of ,2014.
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SCHEDULE “C”
Court File No. CV-13-10370-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSIIIP OF S1IS SERVICES
MANAGEMENT INC./ GESTION DES SERVICES SHS INC. AND SHS
SERVICES LIMITED PARTNERSHIP

Applicants
Pursuant to the Bankruptcy and Insolvency Act, R.S.C. 1985, ¢.B-3, as amended (the “BIA™)
DISPUTE NOTICE REGARDING A CLAIM AGAINST:

SHS SERVICES MANAGEMENT INC./ GESTION DES SERVICES SHS INC. AND
SHS SERVICES LIMITED PARTNERSHIP
(collectively, the “Debtors”)

Pursuant to the Order of the Ontario Superior Court of Justice dated October 3, 2014 (the “Lien
Claims Resolution Order™) we hereby give you notice of our intention to dispute the Notice of

Revision or Disallowance issued by the Receiver in respect of our Claim, as detailed below.

Name of Claimant:

Particulars of Customer:

Complete Mailing Address of Claimant:

Telephone Number:

Facsimile Number:

Amount as per Notice of Revision or

Disallowance:

Amount claimed by Claimant:

Date of Notice of Revision or Disallowance:

Reasons for Dispute ((provide full particulars of the Dispute and the reasons for the dispute.
Please continue on additional pages if required - note also that you are required to attach to this
Dispute Notice ail relevant supporting documents on which you rely in support of your Claim(s))
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Date:

(Print name of Claimant or, if the Claimanl is a
corporation, the name of the Claimant and the name of
the authorized signing officer of the corporation that is
executing this Dispute Notice)

(Signature of Claimant or, if the Claimant is a
corporation, thc signaturc of the authorized signing
officer of the corporation that is excculing this Dispute
Notice)

THIS DISPUTE NOTICE MUST BE RETURNED BY COURIER, PERSONAL
DELIVERY, EMAIL OR FACSIMILE TO THE RECEIVER WITHIN THREE (3)
BUSINESS DAYS OF THE DATE OF THE NOTICE OF REVISION OR
DISALLOWANCE AT THE FOLLOWING ADDRESS:

PricewaterhouseCoopers Inc.

Court-appointed Receiver of

SHS Services Management Inc./Gestion Des Services SHS Inc. and
SHS Services Limited Partnership

18 York Street, Suite 2600 PwC Tower
Toronto, Ontario, M5J 0B2

Attention; Sara de Verneuil
Telephone:  (855) 376-8474

Fax: (416) 814-3219

Email: shs.questions@ca.pwe.com

IF YOU DO NOT DELIVER A DISPUTE NOTICE IN ACCORDANCE WITH THE
FOREGOING AND THE LIEN CLAIMS RESOLUTION ORDER, THE VALIDITY
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AND QUANTUM OF YOUR CLAIM FOR DISTRIBLTION PURPOSES SHALL BE
DEEMED TO BE AS SET OUT IN THE NOTICE OF REVISION OR

DISALLOWANCE, AND SUCH DETERMINATION SHALL BE FINAL AND BINDING
IN ALL RESPECTS.
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SCHEDULE “D”

e 2014

NOTICE TO THF. LIEN & TRUST CLAIMANTS OF
SHS Services Management Inc./Gestion Des Services SHS Ine.
and SHS Scrvices Limited Partnership (collectively “SHS™)

Decar Claimant :

Subject: Llen Claims Resolution Order
Request for Supporting Information

We refer to the package mailed to you on March 14, 2014 pursuant to an order of the Court dated March
11,2014 (the “Lien and Trust Claim Procedure Order™), and to the order of the Court dated October
3, 2014 (thc “Lien Claims Resolution Order”). Capitalized tcrms not otherwisc defined in this letter
shall be as defined in the Lien Claims Resolution Order.

Plcasc be advised that the Recciver is in receipt of your Proof of Claim Document Package with respect to
your lien claim asserted against SHS. Following an initial review of your Proof of Claim Document
Package, we have identified that certain information, as indicated on the enclosed checklist, is missing
from your supporting documents, which is required by the Receiver in order for your claim to be properly
evaluated and assesscd pursuant to the Lien Claims Resolution Order.

Please provide the Receiver with copies of the information requested within fifteen (15) days of the date of
this letter (the "Supporting Information Deadline™) in order that we may properly assess the validity
of your claim. The Recciver shall only consider the information provided by the Supporting Information
Deadline in assessing your claim. Any information or documentation provided by you after the
Supporting Information Deadline may not be included by the Receiver when assessing the validity and
quantum of your claim for distribution purposes.

Should you have any questions or concerns, please do not hesitatc to contact Ms. Sara de Verneuil at (416)
941-8383 ext. 14374.
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Yours very truly,

PricewaterhouseCoopers Inc.
in its capacily as Receiver of

SHS Scrvices Management Inc./Gestion Dcs Scrvices SHS Inc.

and SHS Scrvices Limited Partnership
and not in its personal capacity

Tracey Weaver
Vice President

Cuclosure
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SHS Services Management Inc./Gestion Des Services SHS Inc.
and SHS Services Limited Partnership (collectively “SHS”)

Lien Claims Resolution Order
Request for Supporting Information

CHECKLIST OF MISSING INFORMATION

Name of Claimant:
Claim Amount:
Particulars of Customer (if known):

Supporting Information requested:

O

Copy of the contract/subcontract including any change orders, amendments,
purchase orders ar other related documents;

Names of the parties to the contract/subcontract;

Contract price and/or agreed billing rates for personnel and machinery and a
statement of account, including thc dates and amounts of payments received;

Evidence of the last day services and/or materials were supplied by the Claimant
to the customer’s premises including, but not limited to time sheets, delivery slips
or similar evidence;

Copies of supporting invoices;

Copy of the applicable Certificate of Completion;

Copies of any documentation relating to registration and perfection of the
applicable lien(s);

0 000 0 00

Other documents or information

Notes:
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Please provide the above information by fax, email or mail to:

PricewaterhouseCoopers Inc.

Recciver of S1IS Services Management Inc./
Gestlon Des Services SHS Inc. and

SHS Services Limited Partnership

PwC Tower

18 York Street, Suite 2600

Taronto ON MS5J 0B2

Attention: Ms. Sara de Verneuil

Facsimile: (416) 814 3219
Email: shs.questions@ca.pwe.com
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SCHEDULE “B"
See attached.



Asserted Post-Filing Administrative Priority Claims
FEE
Sublease ($7,226.37 per calendar month)
December (13-31)
January
February
March (1-7)

" w»nn

Transition Services Agreement
InfoSys (5962 per week)

December (3 weeks)
January (4 weeks)
February {4 weeks)
March (5 weeks)
April (4 weeks)
May (4 weeks)
June (5 weeks)
July (2 weeks)

A R R R Y RV R VR T T

4,429,07
7,226.37
7.226.37
1,032.34

2,886.00
3,848.00
3,848.00
4,810.00
3,848.00
3,848.00
4,810.00
1,924.00

GST/HST

¥ n

trn - PN

Logistics & Handling {3.2% of HVAC Net Sales during fiscal month)

January $
February $

Branded Concesslon Agreement

Maintenance and Administration Fee {$68,333 per fiscal month)

December (Dec 13-Jan 4)
January (Jan 5-Feb 1)
February (Feb 2-Mar 1)
March {Mar 2-Mar 31)

vV W

Telephone Costs {63,280 per fiscal month)
December (Dec 13-Jan 4)
January (Jan 5-Feb 1)
February {Feb 2-Mar 1)
March (Mar 2-Mar 31)

w»nuvn

2,275.57
597.07

44,904.54
68,333.00
68,333.00
58,571.14

2,155.43
3,280.00
3,280.00
2,811.43

Property Tax Contributlon ($31,101 per flscal month)

December (Dec 13-Jan 4) $
January (Jan 5-Teb 1) S
February (Feb 2-Mar 1) $
March (Mar 2-Mar 31) S

CAM Contribution ($12,750 per fiscal month)
December (Dec 13-Jan 4)
January (Jan 5-Feb 1)
February {Feb 2-Mar 1)
March {Mar 2-Mar 31)

W W

Cash received
Receiver's certificates in lieu of payment

NET

20,437.80
31,101.00
31,101.00
26,658.00

8,385.14
12,760.00
12,760.00
10,937.14

]
S

W nn

NN n

v »in v

575.78
939.43
§39.43
134.20

375.18
500.24
500.24
625.30
500.24
500.24
625.30
250.12

295.82
77.62

5,837.59
8,883.29
8,883.29
7,614.25

280.21
426.40
426,40
365.49

2,655.91
4,043.13
4,043.13
3,465.54

1,090.07
1,658.80
1,658.80
1,421.83

TOTAL

w wr I NN W W n in N n W W NN wWnwnn

v i n

5,004.85
8,165.80
8,165.80
1,166.54

3,261.18
4,348.24
4,348.24
5,435.30
4,348.24
4,348.24
5,435.30
2,174.12

2,571.39
674.69

50,742.13
77,216.29
77,216.28
66,185.39

2,435.64
3,706.40
3,70G.40
3,176.52

23,094.71
35,144.13
35,144.13
30,123.54

9,475.21
14,418.80
14,418.80
12,358.97

518,011.67

30,648.73
387,971.24

S 99,391.70






This is Exhibit “R” referred to in the Affidavit of John McNair

sworn before me, on this 24" day of March, 2016

UGS

A Commissioner for Taking Affidavits




Court File No. CV-13-10370-00CL

SHS Services Management Inc. /
Gestion des Services SHS Inc.
SHS Services Limited Partnership

RECEIVER’S TENTH REPORT TO THE COURT

October 30, 2014



Court File No. CV-13-10370-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SHS SERVICES MANAGEMENT
INC. / GESTION DES SERVICES SHS INC. AND SHS SERVICES LIMITED
PARTNERSHIP

TENTH REPORT TO THE COURT
SUBMITTED BY PRICEWATERHOUSECOOPERS INC.

IN ITS CAPACITY AS RECEIVER
TABLE OF CONTENTS
INTRODUCTION 2
BACKGROUND ON THE EMPLOYEE ACTION.... veseee 3
RECEIVER’S POSITION ON THE RELIEF SOUGHT IN THE EMPLOYEE ACTION essecserens G
CONCLUSION 6
APPENDICES
A. Receiver’s proposed form of Second Lift Stay Order (blackline to Former Employees
version)

NOTICE TO READER: The prior reports of the Receiver and related materials filed with the
Court are available on the Receiver’s website at www.pwe.com/ear-shs. Links to key documents
are contained in the footnotes of this report.



INTRODUCTION

1. Byorder (the “Appointment Order”) of Mr. Justice Morawetz of the Ontario Superior Court
of Justice (Commercial List) (the “Court”) dated December 13, 2013 (the “Date of
Appointment”), pursuant to section 47 of the Bankruptcy and Insolvency Act, R.S.C. 1085
¢.B-3, as amended (the "BIA") and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C-
43, as amended, PricewaterhouseCoopers Inc. (“PwC") was appointed as interim receiver and
receiver (in both capacities referred to as the “Interim Receiver”) of all of the assets,
undertakings and properties of SHS Services Management Inc. / Gestion des Services SHS Inc.
(“SHS") and SHS Services Limited Partnership (“SHS LP,” and collectively with SHS, the
“Company”) acquired for, or used in relation to a business carried on by the Company,
including all proceeds thereof (the “Property”). These proceedings up to the Interim
Receiver’s discharge on January 9, 2014 (as noted below) are referred to herein as the
“Interim Receivership Proccedings”.

2.  The application for the Appointment Order was brought by the Company. The Company’s
principal secured creditors are Sears Canada Inc. (“Sears”) and Alaris Income Growth Fund
Partnership (“Alaris”)!, pursuant to the terms of loan agreements with SHS.

3. OnJanuary 9, 2014, by order (the “Receivership Order”) of Mr. Justice Brown of the
Court, PwC was appointed as receiver (in such capacity, the “Receiver”), without
security, of the Property pursuant to section 243 of the BIA. The Receivership Order also
approved the activities of the Interim Receiver, and discharged PwC as Interim Receiver.
The proceedings subsequent to January 9, 2014, are referred to as the “Receivership
Proceedings”.

4.  On July 30, 2014, an order (the “Lift Stay Order™) of Mr. Justice Wilton-Siegel of the
Court was made to, inter alia, lift the stay of proceedings in the Receivership Proceedings
against each of SHS and SHS LP for the sole purpose of filing, serving and proceeding
with an application for orders (the “Bankruptcy Orders”) adjudging each of the
Companies bankrupt and appointing PwC as trustee in bankruptcy (in such capacity, the
“Trustee”) of each of SHS and SHS LP. The Bankruptcy Orders were made on July 31,

! The Receiver has been advised by its counsel, McMillan LLP, that Alaris® security is either void or voidable
because it was received and is held by Alaris in violation of section 60(a) of the Parinership Act (Alberta), as noted
in paragraph § of the Receiver’s Sixth Report to the Court dated July 14, 2014 (the “Sixth Report™),

http:/www.pwe,com/en_CA/CA/cat/shs/assets/she-130 071414.pdf.

A
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7.

2014. The Lift Stay Order provided that the Bankruptcy Orders would be suspended for
10 days for purposes of serving same on the Office of the Superintendent of Bankruptcy;
this period expired on August 10, 2014, and the bankruptcy orders were effective as of
August 11, 2014,

The orders made to date in the Receivership Proceedings and the prior reports of the Receiver
are available on the Receiver’s website at www.pwe,com/ear-shs, together with the motion
materials and other related materials from the Interim Receivership Proceedings and the
Receivership Proceedings.

The purpose of this report (the “Tenth Report”) is to provide information in connection with
the motion for leave to commence a class action proceeding by the moving party, Barry Patrick
Kenny, against SHS, Sears and certain directors or former directors of such entities (the
“Employee Action”) on behalf of former employees of SHS (the “Former Employees”),
and the Receiver’s position thereon.

Capitalized terms not otherwise defined are as defined in the Receivership Order.

BACKGROUND ON THE EMPLOYEE ACTION

The Former Employees claim that on the Date of Appointment they were all terminated
without cause and without notice, triggering a claim for alleged wrongful dismissal. The
Former Employees contend that they suffered a loss of salary, wages, bonuses, benefits
and any incremental increases in income and benefits to which they would have been
entitled during the period for reasonable notice. The amount of this alleged loss that is in
excess of the Former Employees’ entitlement under the Wage Earner Protection Program
Act ("WEPPA”) represents the amount being claimed by the Former Employees as part of
the Employee Action,

The Receiver has completed its administration of wage earner claims of SHS’ Former
Employees in accordance with the requirements of the WEPPA and has compiled employee
records during the course of fulfilling its WEPPA obligations (the “WEPPA. Records”).
Farmer Employees who proved claims for unpaid wages in the Receivership Proceedings have
received or will receive a distribution on account of their proven claims pursuant to WEPPA.
Amounts owed to Former Employees over and above their WEPPA entitlement become
unsecured claims of SHS.




10.

11.

12,

13.

14.

Alaris and Sears each hold lien registrations against SHS in Ontario and other provinces.
However, as a result of the issues with Alaris’ security raised in the Fifth Report to the Cowrt?,
Sears is the principal secured creditor of SHS.

Sears will realize a shortfall on its secured claim against the estate of SHS. Accordingly, there
will not be any funds available for distribution to the unsecured creditors of SHS, incduding the
Former Employees’ alleged claims pursuant to the Employee Action.

The position of the Yormer Employees participating in the Employee Action is that as
dismissed employees, they are entitled to commence action for wrongful dismissal and
that the stay provision under the Receivership Order prevents them from doing so.

It is alleged that due to circumstances around the formation of SHS pursuant to an Asset
Transfer Agreement (the “Agreement”) with Sears, all previous employees of Sears
continued their employment with SHS and as a result, the Former Employees have an
action against Sears under a common employer theory and against the directors of Sears
and SHS for unpaid wages.

Absent an order of the Court (the “Second Lift Stay Order”} lifting the stay of proceedings
against SHS in the Receivership Order, the Former Employees contend that they will not be
able to proceed with the Employee Action against SHS, Sears and their respective directors for
their alleged damages in connection with their claim of wrongful dismissal.

RECEIVER’S POSITION ON THE RELIEF SOUGHT IN THE EMPLOYEE
ACTION

15.

16.

The Receiver’s legal counsel has filed a factum (the “Factum”) in response to the legal
issues raised in the application for relief in the Employee Action. This report sets out
additional related considerations.

Counsel to the Former Employees contacted the Receiver concerning the Employee Action
and requested that the Receiver consent to, or not oppose, the Second Lift Stay Order to
permit the Former Employees to proceed with the Emplayee Action. The Receiver was
prepared to not oppose a motion by the Former Employees for the Second Lift Stay Order

28e

e discussion beginning at para. 26 of the Fifth Report of the Receiver dated June 19, 2014;

http:/Awvwyy pwe.com/en_CA/CA/car/shs/assets/shs-121_062014.pdf.



17.

18.

19,

provided that the order included the standard language that the Receiver would not be
subject to discovery or productions of documents, and that no costs would be awarded
against the Receiver unless it chose to appear in the Employee Action. A copy of the order
proposed by the Receiver is attached as Appendix “A”.

Further, the Receiver informed counsel to the Former Employees that if the Second Lift
Stay Order was granted on these terms, the Receiver was willing to share the WEPPA
Records with the Former Employees and to respond to reasonable requests for disclosure
of specified documents, subject to it not incurring undue costs. Counsel to the Former
Employees has not accepted the Receiver's proposed terms for granting the Second Lift
Stay Order and has not agreed to restrict the scope of its disclosure requests.

Only one former SHS employee remains engaged by the Receiver. This employee was SHS’
financial controller and has been retained to perform certain bookkeeping functions, which the
Receiver anticipates will be completed by the middle of November 2014. This employee was
not responsible for human resource functions, such as employee matters and payroll. This
employee does not have first-hand knowledge concerning the employment of the Former
Employees by SHS prior to the receivership. If the Second Lift Stay Order is made, the
Receiver would have to either engage other former SHS staff with first-hand knowledge (if
possible) to review the document requests or perform such work itself. This will force the
Receiver to incur significant additional costs satisfying these requests.

The Receiver is in the final stages of the Receivership Proccedings. The remaining
activities of the Receiver include but are not limited to:

a) completing the lien claims resolution process pursuant to the lien claims order
granted on October 3, 2014 (the “Lien Resolution Process”);

b) making final distributions from the funds available after the completion of the
Lien Resolution Process and after payment of certain priority charges; and

c) applying to be discharged as Receiver and Trustee.

20. In the event the Former Employees’ claims are proven against SHS through the Employee

Action, the claims would be unsecured claims. As noted above, under no scenario will
unsecured creditors receive a distribution from the estate of SHS.



21. The Receiver’s involvement over and above what it has already offered to do will force it to
incur undue costs that will diminish the value of SHS’ estate and will further delay the
Receiver’s ability to wind-up the Receivership Proceedings.

CONCLUSION

22. For the reasons set out herein and in the Factum, the Receiver requests that the Court
dismiss the Former Employees’ motion and grant the Receiver its costs in respect of this
motion.

All of which is respectfully submitted on this 30t day of October, 2014.

PricewaterhouseCoopers Inc.
In its capacity as Receiver of SHS Services Management Ine. / Gestion des Services SHS Inc. and
SHS Services Limited Partnership

Mica Arlette
Senior Vice President



Appendix A
Receiver’s proposed form of Second Lift Stay Order (blackline to Former
Employees version)



McMillan Comments— 2014

Court File No. CV-13-10370-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE Y Censeeens , THE.
)
JUSTICE ) DAY OF . crierennny 2014

[N THE MATTER OF THE RECEIVERSHIP OF SHS SERVICES
MANAGEMENT INC. / GESTION DES SERVICES SHS INC. AND SHS SERVICES
LIMITED PARTNERSHIP
IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION 47
OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS

AMENDED; AND SECTION [0} OF THE COURTS OF JUSTICE ACT,
R.S.0, c. C. 43, AS AMENDED

ORDER

THIS MOTION, made by the Plaintiff, Barry Patrick Kenny was heard this day at the court

house, 330 University Avenue, Toronto, Ontario, M5G IR7.

ON READING the Affidavit of Barry Patrick Kenny,-and-the-Consent-of the-parties:

13_of the Order of Justice D. Brown, dated_ January 9. 2014, appointing




Pricewaterhouse

Representative Plaintiff be granted leave to commence an action against SHS-Management

lne:, on behalf of all members of the class, for campensation for wrongfulvdismissal asa

result of the termination of his employment from SHS Management Inc. and Sears Canada

y 1 subi sceuritv inferests or o ise

(Signature of Judge)



1192

Luuay yorney Aueg
Hnureld sanmuasaiday s Joj s1dme

PLIT-TLI-61€ XBY
9995-2L9-61S 1oL
(A9LSES) prunagopy ) ung
(dLT1pE) ssapaaq joryary
(S89£€7) TeNOW *H uyjor

¢dS YIN NO ‘uopuog
0081 2:n§ 001§ uopreyny op |
ITT STIXM VT DIV AIZNTIDIN

IO

OLNOYOL LV GIONININOD ONIQI3D0Yd

(LSI'T TVIONmAIN D)D)
HOLLSIIC 40 LYNO0D YORIAINS
ORIVINO

QIANTNY SV ‘e °0 9°0'S'Y "LD¥F FILLSOr 40 SL¥N0D FHL 40 101 NOILOTS ANY ‘daaNany
SV ‘e-8 2 '5861 "0'SY Lo¥ AONZATOSNI ANV ADLJYYNVE AHL 40 Ly ZoFommO.N:_.Z<Dwx3m7.0;<03mm<z<&o mm.r_.<2m=._.2~

dIHSYAN.LYVd QELINIT
SHIIAYES SHS ANV "DNI SHS SIDIANTS SHQA NOLLSID / ONI LNFNTDVNYIA mmU;xMwm:m,._OmEmmmamomszmo zm.rr,«EmIPZ_

“1000-0L£01-E1-AD *ON 9]14 Uno)



Document comparison by Workshare Professional on Friday, September 05, 2014
2:05:31 PM
Input:

Dacument 11D |interwovenSite:/DMS/LEGAL/22783634/1

##22783634v1<LEGAL> - Lift Stay Order - employee action
(McM comments Sept. 5, 2014)

Document 2 ID  |interwovenSite://DMS/LEGAL/22783634/2

- #22783634v2<LEGAL> - Lift Stay Order - employee action
Description (McM comments Sept. 5, 2014)

Rendering set  |standard

Description

Legend:

Insertion
Deletion
Mevad-front
Moved to

Style change
Format change
Moved-deletion
Inserted cell
Deleted cell
Moved cell
SplitMerged cell
Padding cell R

Statistics:

Count

Insertions
Deletions
Moved from
Moved to

Style change
Format changed
Total changes 15

O|O]|=]|>{;h]|




1194

Auudy youjeq Aueg
JInuield sy} 10j SI9AMme]

vLITTLI61S ‘X
SH9T'L99°616 PL
(4911ZS #ONST) 1plequor] euliqes

YPoT L99°616S ‘IPL
(dLTTHE # ONST) SS3[133 [ [9BYIIN

7dS VON oueuQ ‘uopuog
0081 21ng 9213 uone[[n Ol
dTT1 STYAAMVT DIV AAZNTIPIN

HIVNOJ NHOI 40 LIAVAIAAV

NOANO1
LV AHONHNINOD ONIAITD0Ud

IOILSAC 40 LIN0D O~ AdNS
ONIVINO

$1/208 "ON 911 HnoH
SJUBpURJI( Jnure|
Te 39 "ONI LNFWHIDVNVIN SHIIAYGS SHS -pue- ANNTY ONNLVd AddV



Auuayy Jorned Areg
‘pgnure|d sy Joy s1ome]

PLITTLI 616 Xe
SY9CL99°616S “IPL
(49112 #ONST) IpIequoT euLIqeg

YP9TL99°616 “[PL
(dLTIYE # ONST) SSA193( *f [9LYIIN

¢dS V9N OHeuQ “uopuor]
0081 ng 221§ uoue[ng Op|
dTTSYIAMVT IVT HIZNIIPIN

£JO £ oWn[oA
NOILVOIILIAD
MAO0DHY NOILLOW

NOANO1
LV QHONIIWINOD DNIAFH00dd

JOLLSAC A0 LIN0D 401dadns
OIYVINO

$1/208 "ON 3J14 HNoH
sluepudjog
T8 19 "ONI LNIFIWIDVNVIA SHOIAYAS SHS

IHVAH“I

Junureld
ANNAH JONRILVd ANdvd




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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., CORBEIL ELECTRIQUE
INC., S.L.H. TRANSPORT INC., THE CUT INC., SEARS CONTACT
SERVICES INC., INITIUM LOGISTICS SERVICES INC., INITIUM
COMMERCE LABS INC., INITIUM TRADING AND SOURCING OCRP.,
SEARS FLOOR CLVERING 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

MOTION RECORD
VOL. 2

MCKENZIE LAKE LAWYERS LLP
1800-140 Fullarton Street
London ON NG6A 5P2

Michael J. Peerless (34127P)
Sabrina Lombardi (52116R)
Emily Assini (59137J)

Tel: 519-672-5666
Fax: 519-672-2674

Lawyers for the Moving Party/Creditor




