
  

  

 
 
 
 
 
Court File No. CV-17-11846-00CL 
 
SEARS CANADA INC.,  
AND RELATED APPLICANTS 
 
 
TWENTY-FOURTH REPORT OF FTI CONSULTING CANADA INC., AS MONITOR 
 

SEPTEMBER 13, 2018 



 

 

Contents 

Section  Page 

A. INTRODUCTION ....................................................................................................................2 

B. PURPOSE ................................................................................................................................5 

C. TERMS OF REFERENCE .......................................................................................................6 

D. UPDATE ON THE CCAA PROCEEDINGS AND THE ACTIVITIES OF THE SEARS 

CANADA ENTITIES AND THE MONITOR ........................................................................7 

E. RECEIPTS AND DISBURSEMENTS FOR THE SEVEN-WEEK PERIOD ENDING 

SEPTEMBER 1, 2018 ............................................................................................................15 

F. NORD EXTENSION ORDER ...............................................................................................18 

G. FEE APPROVAL MOTION ..................................................................................................19 

 

  



  

2 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

 

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

 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF  
SEARS CANADA INC., 9370-2751 QUÉBEC INC., 191020 CANADA INC., THE CUT INC., 

SEARS CONTACT SERVICES INC., INITIUM LOGISTICS SERVICES INC., INITIUM 
COMMERCE LABS INC., INITIUM TRADING AND SOURCING CORP., SEARS FLOOR 
COVERING CENTRES INC., 173470 CANADA INC., 2497089 ONTARIO INC., 6988741 

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

3339611 CANADA INC. 

APPLICANTS 

TWENTY-FOURTH REPORT TO THE COURT 
SUBMITTED BY FTI CONSULTING CANADA INC., 

IN ITS CAPACITY AS MONITOR 

 

A. INTRODUCTION 

1. On June 22, 2017, Sears Canada Inc. (“Sears Canada”) and a number of its operating 

subsidiaries (collectively, with Sears Canada, the “Applicants”) sought and obtained 

an initial order (as amended and restated on July 13, 2017, the “Initial Order”), under 

the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

“CCAA”). The relief granted pursuant to the Initial Order was also extended to Sears 

Connect, a partnership forming part of the operations of the Applicants (and together 

with the Applicants, the “Sears Canada Entities”).  The proceedings commenced 

under the CCAA by the Applicants are referred to herein as the “CCAA 

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

(a) appointed FTI Consulting Canada Inc. as monitor of the Sears Canada Entities 

(the “Monitor”) in the CCAA Proceedings;  

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

22, 2017; and 

(c) scheduled a comeback motion for July 13, 2017 (the “Comeback Motion”). 

3. Following the Comeback Motion, the Court extended the Stay Period.  In addition, the 

following orders were issued: 

(a) an order setting out the terms of the appointment of Ursel Phillips Fellows 

Hopkinson LLP as representative counsel for the non-unionized active and former 

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

(b) an order setting out the terms of the appointment of Koskie Minsky LLP as 

representative counsel to the non-unionized retirees and non-unionized active and 

former employees of the Sears Canada Entities with respect to pension and post-

employment benefit matters (“Pension Representative Counsel”);  

(c) an order authorizing the eventual suspension of special payments under the Sears 

Canada Pension Plan, certain payments in connection with supplemental pension 

plans and certain payments under post-retirement benefit plans pursuant to a term 

sheet agreed to by the Ontario Superintendent of Financial Services, as 

Administrator of the Pension Benefits Guarantee Fund (the “Superintendent”), 

Employee Representative Counsel, Pension Representative Counsel, each of their 

respective representatives, and the Sears Canada Entities; and 

(d) an order approving a sale and investor solicitation process (the “SISP”) to solicit 

interest in potential transactions, including investment and liquidation proposals, 

involving the business, property, assets and/or leases of the Applicants. 
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4. On July 18, 2017, the Court issued an order approving an agreement and a process for 

the liquidation of inventory and FF&E at certain initial closing Sears Canada locations, 

which liquidation process is now completed. 

5. On October 13, 2017, the Court issued, among other orders, an order (a) approving an 

agreement and a process (the “Second Liquidation Process”) for the liquidation of 

the inventory and FF&E at all remaining Sears Canada retail locations, which 

liquidation commenced shortly thereafter and is now completed. 

6. On November 10, 2017, the Superintendent issued a Notice of Intended Decision 

advising that it intended to make an order for the wind up of the Sears Canada Pension 

Plan (the “Pension Plan”), effective October 1, 2017 unless a request for hearing with 

the Financial Services Tribunal was submitted within 30 days of the Notice of 

Intended Decision.  A hearing to challenge the intended decision was initially 

requested but subsequently withdrawn.  On March 29, 2018, the Superintendent issued 

an order winding-up the Pension Plan, effective October 1, 2017.   

7. On December 8, 2017, the Court issued an Order (the “Claims Procedure Order”) 

approving a claims process for the identification, determination and adjudication of 

claims of creditors against the Sears Canada Entities and their Officers and Directors. 

8. On February 22, 2018, the Court issued an Employee and Retiree Claims Procedure 

Order (the “E&R Claims Procedure Order” and, together with the Claims Procedure 

Order, the “Claims Procedure Orders”) approving a process for the identification, 

determination and adjudication of claims of employees and retirees of the Sears 

Canada Entities. 

9. On March 2, 2018, the Court issued and Order appointing Lax O’Sullivan Lisus 

Gottlieb LLP as Litigation Investigator (as amended on April 26, 2018, the 

“Litigation Investigator Order”), with a mandate to identify and report on certain 

rights and claims that the Sears Canada Entities and/or any creditors of the Sears 

Canada Entities may have against any parties. 
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10. On May 9, 2018, the Court issued an Order approving a process for a mediation 

among stakeholders with the goal of achieving a potential resolution of significant 

claim and distribution matters (the “Mediation”) as a preliminary step toward a global 

resolution of material estate matters, potentially through a plan of compromise or 

arrangement.  The Mediation commenced on June 13-14, 2018 with Regional Senior 

Justice Morawetz as mediator.   

11. The liquidation of assets at Sears Canada’s retail locations is now completed, all retail 

locations are closed, and leases in respect of such locations have been disclaimed or 

surrendered back to the landlord.  The Sears Canada Entities continue their efforts to 

sell their remaining real estate assets. 

12. In connection with the CCAA Proceedings, the Monitor has provided twenty-three 

reports and fifteen supplemental reports (collectively, the “Prior Reports”), and prior 

to its appointment as Monitor, FTI also provided to this Court a pre-filing report of the 

proposed Monitor dated June 22, 2017 (the “Pre-Filing Report”). The Pre-Filing 

Report, the Prior Reports and other Court-filed documents and notices in these CCAA 

Proceedings are available on the Monitor’s website at 

cfcanada.fticonsulting.com/searscanada/.  

B. PURPOSE 

13. The purpose of this twenty-fourth report of the Monitor (the “Twenty-Fourth 

Report”) is to provide the Court with information regarding: 

(a) the current status of various matters in the CCAA Proceedings, including the 

activities of the Monitor and the Sears Canada Entities since the status and 

activities updates outlined in the Monitor’s Twenty-First Report to the Court 

dated July 20, 2018 (the “Twenty-First Report”); 

(b) the Monitor’s request for an order (the “Further NORD Extension Order”) 

further extending the deadline for the Monitor to issue Notices of Revision or 

Disallowance in respect of (i) D&O Claims; and (ii) indemnity claims filed by the 
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Directors and Officers, pursuant to the Claims Procedure Order and the E&R 

Claims Procedure Order; 

(c) the Monitor’s request for an order (the “Third Fee Approval Order”) approving 

the fees and disbursements of the Monitor and its counsel, Norton Rose Fulbright 

Canada LLP (“NRFC”), for the periods set out in the Fee Affidavits (as defined 

below); and 

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

C. TERMS OF REFERENCE 

14. In preparing this Twenty-Fourth Report, the Monitor has relied upon audited and 

unaudited financial information of the Sears Canada Entities, the Sears Canada 

Entities’ books and records, certain financial information and forecasts prepared by the 

Sears Canada Entities and discussions and correspondence with, among others, the 

senior management (“Management”) of, and advisors to, the Sears Canada Entities 

(collectively, the “Information”). 

15. Except as otherwise described in this Twenty-Fourth Report: 

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

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

Generally Accepted Assurance Standards pursuant to the Chartered Professional 

Accountants of Canada Handbook; and 

(b) the Monitor has not examined or reviewed the financial forecasts or projections 

referred to in this Twenty-Fourth Report in a manner that would comply with the 

procedures described in the Chartered Professional Accountants of Canada 

Handbook. 

16. Future-oriented financial information reported in or relied on in preparing this Twenty-

Fourth Report is based on Management’s assumptions regarding future events.  Actual 

results will vary from these forecasts and such variations may be material. 
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17. The Monitor has prepared this Twenty-Fourth Report in connection with its request for 

the Further NORD Extension Order and Third Fee Approval Order.  The Twenty-

Fourth Report should not be relied on for any other purpose. 

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

Canadian Dollars. 

19. Capitalized terms not otherwise defined herein have the meanings ascribed to them in 

the following documents filed as part of the CCAA Proceedings: (i) the affidavits of 

Mr. Billy Wong, the former Chief Financial Officer of Sears Canada; (ii) the affidavit 

of Ms. Becky Penrice, the former Executive Vice-President and Chief Operating 

Officer of Sears Canada; (iii) the affidavits of Mr. Philip Mohtadi, General Counsel 

and Corporate Secretary of Sears Canada; and (iv) the Prior Reports. 

D. UPDATE ON THE CCAA PROCEEDINGS AND THE ACTIVITIES OF THE 
SEARS CANADA ENTITIES AND THE MONITOR 

20. Set out below is a summary of material developments since the date of the Twenty-

First Report. 

Claims Process 

21. In connection with the Claims Procedure Orders, the Monitor has received nearly three 

thousand Proofs of Claim and D&O Proofs of Claim.  The claims represent tens of 

thousands of pages of materials. 

22. The Monitor, in consultation with the Sears Canada Entities and counsel when 

appropriate, has conducted a review of all Proofs of Claim and D&O Proofs of Claim 

filed. 

23. In reviewing the claims, the Monitor ensured that the level of review was proportionate 

to the quantum of the claim asserted and the expected recoveries on such claims. 

24. Pursuant to the Claims Procedure Orders, a claim against the Applicants or the 

Directors and Officers is deemed to be accepted unless the Monitor issues Notices of 

Revision or Disallowance in respect of such claim prior to July 31, 2018.  The only two 
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exceptions to this deadline are in respect of Proofs of Claims and D&O Proofs of 

Claims filed in respect of the Sears Pension Claim, and as provided in the NORD 

Extension Order (as defined below).  

25. As such, and where appropriate, the Monitor issued over 700 Notices of Revision or 

Disallowance covering over 1,600 claims prior to the July 31 deadline under the Claims 

Procedure Order.  In addition, the Monitor has issued approximately 200 Notices of 

Revision or Disallowance to employees and retirees under the E&R Claims Procedure 

Order. 

26. The deadlines for claimants to file Notices of Dispute have now passed; the Monitor 

has received approximately 200 Notices of Dispute in respect of the NORDs that it has 

issued under the Claims Procedure Order and approximately 40 Notices of Dispute in 

respect of the NORDs issued under E&R Claims Procedure Order. 

27. The Monitor, in consultation with the Sears Canada Entities, and counsel when 

appropriate, is reviewing the Notices of Dispute received with a view to reaching a 

consensual resolution of disputed claims. 

28. To date, the Monitor has been able to resolve consensually claims totalling over $1.2 

billion (as filed), including 77%1 of claims filed by former landlords of the Applicants.  

Of the remaining 23% of unresolved landlord claims, 17% are represented by the 

Objecting Landlords (as defined in the Fifth Supplement to the Nineteenth Report dated 

August 31, 2018). 

29. To the extent that disputes cannot be resolved consensually and expeditiously, the 

Monitor is making arrangements to refer such claims to The Honourable James Farley, 

one of the two claims officers appointed pursuant to the Claims Procedure Order, for 

adjudication. 

30. At the date of this Twenty-Fourth Report, and assuming all Claims against the 

Applicants are valued as per the NORDs or, where applicable, in accordance with the 
                                                      

1 Applying the agreed upon valuation formula to all landlord claims. 
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settlement with landlords discussed above, the initial amount of Claims against the 

Applicants, has been reduced from approximately $11 billion to approximately $1.7 

billion. 

Construction Lien Matters 

31. As described in previous reports of the Monitor, the Claims Procedure Order 

established a specific procedure for the filing of claims of Construction Contractors and 

Construction Sub-Contractors. 

32. To the extent a dispute has arisen in connection with claims of Construction 

Contractors and Construction Sub-Contractors who asserted liens against owned or 

leased properties that were either sold, surrendered or assigned for cash proceeds to 

which such liens attached or for which reserves were established, the Monitor, in 

consultation with Sears Canada, prepared a reconciliation of such claims, and has 

worked with counsel to the Construction Contractors (on their own behalf and on behalf 

of their Construction Sub-Contractors) to resolve any disputes regarding that 

reconciliation.  

33. As of the date of this Twenty-Fourth Report, the Monitor has obtained three orders 

approving the payment of approximately $6 million to Construction Contractors (on 

their own behalf on behalf of their Construction Sub-Contractors) in full and final 

settlement of 24 secured claims of Construction Contractors (in addition to the claims 

of their Construction Sub-Contractors).  The process of reconciling and resolving 

further secured claims is ongoing. 

Real Estate Sale Process 

34. At the time of the Monitor’s Twenty First Report, Sears Canada continued to own the 

following real estate assets: 

(a) Upper Canada Mall full-line store (Newmarket, ON);  

(b) Distribution center (Belleville, ON); 

(c) Windsor full-line store (Windsor, ON); 
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(d) Peterborough full-line store (Peterborough, ON);  

(e) Barrie full-line store (Barrie, ON);  

(f) Charlottetown store (Charlottetown, PEI); 

(g) Chicoutimi residual land (Chicoutimi, QC); 

(h) Edmonton residual land (Edmonton, AB); and 

(i) Sainte-Agathe-des-Monts residual land (Sainte-Agathe-des-Monts, QC). 

35. Since the date of the Twenty-First Report, and following consultation with the Monitor 

and the Owned Real Estate Consultation Parties, Sears Canada entered into and 

completed sale transactions, with Court approval where required, for the following 

properties: 

(a) Distribution center (Belleville, ON); 

(b) Windsor full-line store (Windsor, ON); 

(c) Peterborough full-line store (Peterborough, ON); and 

(d) Chicoutimi residual land (Chicoutimi, QC). 

36. In addition, a transaction for the sale of the Charlottetown store (Charlottetown, PEI) has 

been entered into by Sears Canada and was approved by this Court on August 20, 2018.  

This transaction is expected to be completed in the near future. 

37. The current status of the sale of the Newmarket full-line store is set out in detail in the 

Monitor’s Twenty-Third Report dated September 10, 2018. 

38. The Sears Canada Entities, in consultation with the Monitor and the Owned Real Estate 

Consultation Parties, continue to advance the sale of the remaining properties.   

39. Given the nature of the remaining assets and the timeline for completion of their sale, the 

Sears Canada Entities, in consultation with the Monitor, and their financial advisors, 
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BMO Nesbitt Burns Inc. (“BMO”), have agreed to end BMO’s engagement effective 

August 31, 2018.  Sears Canada, in consultation with the Monitor, are in the process of 

considering their options for the Barrie property, including potentially retaining a real 

estate brokerage firm in connection with that property.  CBRE continues its engagement 

on the other remaining owned real estate assets. 

Employee Matters 

40. As of the date of this Twenty-Fourth Report, the Applicants have 10 remaining 

employees including 9 employees at Sears Canada’s offices in Toronto, and 1 employee 

overseeing the real estate assets that have not yet been sold.  The Monitor expects that the 

number of employees will continue to decrease. 

41. To date, the Monitor has received 84 applications for assistance from the Employee 

Hardship Fund, of which 61 have been approved.  So far, approximately $140,875 has 

been paid out of the Employee Hardship Fund.  The time period for applications to the 

Employee Hardship Fund currently expires on December 18, 2018. 

42. The Monitor, the Sears Canada Entities and Employee Representative Counsel have 

continued their discussions with representatives of the Federal Government in connection 

with the timing and availability of the Wage Earner Protection Program (“WEPP”) to 

the former employees of the Sears Canada Entities who qualify for the assistance 

provided under that program. The Monitor, the Sears Canada Entities and Employee 

Representative Counsel are working together to ensure that qualifying employees receive 

the most favourable treatment available to them under the WEPP in the circumstances as 

a result of potential increases in the maximum amount available to qualifying employees 

under the WEPP that may be implemented in the near future. 

Directors and Governance 

43. On July 13, 2018, Employee Representative Counsel served a motion seeking an order 

removing the directors of Sears Canada and expanding the powers of the Monitor to 

oversee the remaining operations, management and wind-down of the Sears Canada 

Entities. 
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44. This Motion was scheduled to be heard on August 27, 2018. 

45. During the month of August, the Monitor engaged in numerous discussions with 

Employee Representative Counsel and counsel to the directors with a view to seeking a 

consensual resolution of the issues that gave rise to the above noted motion. 

46. As previously reported to the Court, a consensual resolution of the issues raised by the 

motion was achieved such that Employee Representative Counsel has withdrawn its 

motion. 

Litigation Matters 

47. In the Eleventh Report of the Monitor dated January 15, 2018, the Monitor identified 

certain Transactions of Interest to be further investigated to determine if remedies should 

be pursued by the Monitor in connection with such transactions pursuant to Section 36.1 

of the CCAA.   

48. The Monitor understands meetings of the Creditors’ Committee (as defined in the 

Litigation Investigator Order) and the Litigation Investigator have occurred and are 

ongoing.  Discussions at those meetings are the subject of confidentiality obligations of 

all parties in attendance. 

49. The Monitor continues to consider appropriate next steps in connection with litigation 

matters.  The Monitor believes any such next steps should be coordinated with the 

Litigation Investigator and pursued only following Court approval on notice to the 

Service List. 

Mediation Process and Progress Towards Global Resolution 

50. As described in the Eighteenth Report of the Monitor dated May 7, 2018, during the 

week of March 26, 2018, the Monitor and the Sears Canada Entities met with counsel 

representing clients with significant claims against the Sears Canada Entities including 

landlords, Employee Representative Counsel, Pension Representative Counsel, the 

Superintendent, the Plan Administrator, the Hometown Dealers, and their respective 

advisors to discuss ways to bring about a timely and efficient conclusion to these CCAA 
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Proceedings. During the course of these discussions, it became clear that there was 

support for considering the potential resolution of significant estate matters in the context 

of the Mediation, and completion of the distributions to the creditors of the Sears Canada 

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

51. The goal of the Mediation is to achieve consensus on preliminary proceeds allocation 

issues necessary to allow the Sears Canada Entities, in consultation with the Monitor, to 

pursue a proposed CCAA plan for the purpose of dividing and distributing estate 

proceeds as efficiently and quickly as possible.   

52. An efficient and expedited distribution process is essential in the current proceedings 

where the Monitor expects recoveries from the sales of the Sears Canada assets will be 

very low relative to the claims filed against Sears Canada.   

53. The Mediation process was approved by the Court on May 9, 2018. 

54. The Mediation commenced on June 13, 2018 and continued on June 14, 2018.  The 

Mediation process has not been terminated at this time and discussions among 

stakeholders regarding the subject matter of the Mediation are ongoing. 

55. Throughout the months of June, July and August, the Monitor and its counsel have 

engaged with counsel to the Applicants’ landlords, the three counsel representing pension 

parties, Employee Representative Counsel, counsel to class action plaintiffs having filed 

large claims against the Applicants, and counsel to many stakeholders with multi-million 

dollar claims, with a view to resolve or advance the adjudication of these claims. 

56. The Monitor has reached an agreement with landlords representing 77% of all claims 

filed by landlords on a formula for the valuation of claims filed by landlords, excluding 

specific environmental claims and D&O Claims. 

57. The Monitor is also continuing discussions with counsel to certain pension parties on a 

settlement of the claims in respect of the Sears Canada Pension Plan, excluding D&O 

Claims.  To the extent that these discussions result in an agreement, the pension motions 

discussed at length in the Twenty-Second Report of the Monitor dated September 7, 2018 
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and currently scheduled to be heard by the Court on November 1-2, 2018 will no longer 

be required to be heard. 

58. The Monitor continues to believe that a consensual resolution of material outstanding 

issues in the near term will provide a better outcome for the Applicants’ stakeholders as a 

whole rather than engaging in costly protracted litigation. 

59. The Monitor notes that the communications at the Mediation remain confidential. 

Other Activities of the Monitor 

60. The Monitor has also undertaken the following activities: 

(a) monitored the Sears Canada Entities’ receipts and disbursements; 

(b) maintained the current Service List for the CCAA Proceedings and posted regular 

updates of the Service List to the Monitor’s Website; 

(c) supervised and assisted in activities related to the sale of the Remaining Real 

Estate Assets; 

(d) worked with Employee Representative Counsel, Pension Representative Counsel 

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

respective constituents; 

(e) worked with the Sears Canada Entities to assist in appropriately accounting for 

pre-filing and post-filing obligations;  

(f) attended numerous meetings and teleconferences with stakeholders, their counsel 

and advisors; 

(g) engaged with all landlords and established a formula that is acceptable to the 

majority of the landlords to value their claims and resolve them consensually; 

(h) engaged with the Pension Representative Counsel and their advisors in an on-

going effort to resolve their claims consensually; 
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(i) planned and worked with the Sears Canada Entities to facilitate an orderly wind-

down of their operations; 

(j) worked with Sears Canada Entities to assist in certain refunds and the return of 

deposits held by vendors; 

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

Employee Hardship Fund; 

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

stakeholder inquiries and to respond to such inquiries; and 

(m) continued its work in connection with the claims processes contemplated pursuant 

to the Claims Procedure Orders. 

E. RECEIPTS AND DISBURSEMENTS FOR THE SEVEN-WEEK PERIOD 
ENDING SEPTEMBER 1, 2018 

61. The Sears Canada Entities’ actual net cash inflow on a consolidated basis for the seven-

week period ended September 1, 2018 was approximately $23.6 million, compared to a 

forecast net cash outflow of $1.6 million presented in the Monitor’s Twenty-First Report 

dated July 20, 2018, resulting in a positive variance of approximately $25.2 million as 

indicated in the table below: 
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VARIANCE REPORT Actual Forecast Variance

(CAD in Millions) For the 7 Week Period Ending
September 1, 2018

Receipts 29.6               9.2                 20.4               

Operating Disbursements
Payroll and Employee Related Costs (1.3)                (1.3)                -                 
Merchandise Vendors 1.1                 -                 1.1                 
Non-Merchandise Vendors 0.6                 (1.6)                2.2                 
Rent and Property Taxes (0.6)                (0.4)                (0.2)                
Sales Taxes -                 -                 -                 
IT Costs -                 (0.4)                0.4                 

Total Operating Disbursements (0.2)                (3.7)                3.5                 

Net Operating Cash Inflows / (Outflows) 29.4               5.5                 23.9               
Professional Fees (5.8)                (7.1)                1.3                 

Net Cash Inflows / (Outflows) 23.6               (1.6)                25.2               

Cash
Beginning Balance 134.7             134.7             -                 
Net Cash Inflows / (Outflows) 23.6               (1.6)                25.2               

Ending Balance 158.3             133.1             25.2               

 

62. Explanations for the key variances are as follows: 

(a) the positive variance in Receipts of $20.4 million consists of a positive permanent 

difference of $20.4 million primarily related to proceeds from the sale of owned 

real property and the receipt of tax refunds which were not included in the 

forecast due to uncertainty around the timing and amount of these proceeds; 

(b) the positive variance in Merchandise Vendor disbursements of $1.1 million is a 

permanent difference due to refunds and collections received from vendors which 

were not included in the forecast due to uncertainty of the amounts and timing of 

these refunds; 

(c) the positive variance in Non-Merchandise Vendor disbursements of $2.2 million 

consists of a permanent difference of $1.5 million due to refunds received from 



  

17 

vendors and a timing difference of $0.7 million that is expected to reverse in 

future forecast periods; 

(d) the negative variance in Rent and Property Taxes of $0.2 million consists of a 

negative timing difference between actual and forecast property tax payment 

schedules which is expected to reverse in future forecast periods; 

(e) the positive variance in IT Costs of $0.4 million is a timing difference of $0.4 

million that is expected to reverse in future forecast periods; and 

(f) the positive variance in Professional Fees of $1.3 million is primarily a timing 

difference that is expected to reverse in future forecast periods as outstanding 

invoices are paid. The Monitor has and will continue to request that all 

professional firms submit invoices on a regular and frequent basis. 

63. The Sears Canada Entities’ cumulative receipts and disbursements since the 

commencement of the CCAA Proceedings through the week ended September 1, 2018 

are reflected in the table below: 
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(CAD in Millions)
For the 63 Week Period Ending

September 1, 2018

Receipts 1,296.6         

Operating Disbursements
Payroll and Employee Related Costs (264.2)           
Merchandise Vendors (292.3)           
Non-Merchandise Vendors (175.8)           
Rent and Property Taxes (90.6)             
Sales Taxes (67.9)             
Pension (14.7)             
IT Costs (27.2)             
Recovery of Expenses from Agent 83.6               
Capital Expenditures (0.8)                

Total Operating Disbursements (849.9)           

Net Operating Cash Inflows / (Outflows) 446.7             
Professional Fees (77.0)             
Repayments of Existing Credit Facilities (283.3)           
DIP Fees and Interest Paid (19.7)             

Net Cash Inflows / (Outflows) 66.7               

Cash
Beginning Balance 126.5             
Net Cash Inflows / (Outflows) 66.7               
DIP Draws / (Repayments) (32.0)             
Others incl. FX Valuation (2.9)                

Ending Balance 158.3             

CUMULATIVE RECEIPTS AND DISBURSEMENTS

 

F. NORD EXTENSION ORDER 

64. Pursuant to the Claims Procedure Orders, the Monitor was required to notify claimants 

(other than a holder of a Sears Pension Claim (as defined in the E&R Claims Procedure 

Order)) whose claims have been revised or rejected of such revision or rejection and the 

reasons therefore by sending a Notice of Revision or Disallowance by no later than July 

31, 2018 or such later date as ordered by the Court. 

65. The Monitor notes that a large proportion of the D&O Claims (as defined in the Claims 

Procedure Orders) filed relate to contingent litigation matters and that corresponding 

indemnity claims filed by Directors and Officers (as defined in the Claims Procedure 
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Orders) against the Sears Canada Entities similarly relate to contingent litigation 

outcomes.   

66. The determination of these contingent claims is closely tied to the determination of 

significant litigation, the approach to which will likely be informed by the Litigation 

Investigator’s recommendations.  Accordingly, the Monitor wishes to defer responding to 

these contingent claims until those recommendations and their effect are fully 

understood. 

67. On July 24, 2018, this Court issued an Order extending until October 1, 2018 the period 

to deliver Notices of Revision or Disallowance in connection with D&O Claims and 

indemnity claims filed by Directors or Officers (the “NORD Extension Order”).  

68. The Monitor is asking the Court for an additional extension of the period to deliver 

Notices of Revision or Disallowance in connection with any D&O Claims or indemnity 

claims filed by Directors or Officers until December 18, 2018.  By this date, which 

coincides with the expiry of the current Stay period, the Monitor believes that it will have 

more information about the contingent matters that are the subject of many of the D&O 

Claims and Director or Officer indemnity claims. 

69. No stakeholder is prejudiced by the proposed extension as (i) additional time will allow 

the Monitor to receive information necessary to the Monitor’s consideration of those 

claims and deliver Notice of Revision or Disallowance, as required; and (ii) to the extent 

distributions are available to the relevant claimants, no distributions are expected to be 

made to creditors in connection with any claims during the period of the proposed 

extension. 

G. FEE APPROVAL MOTION 

70. The Monitor and NRFC have each maintained detailed records of their time and 

disbursements with respect to these CCAA Proceedings. 

71. Pursuant to an order made on January 22, 2018 (the “First Fee Approval Order”), this 

Court approved the fees and disbursements of the Monitor and NRFC for the periods 
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described in the First Fee Approval Order being June 20, 2017 to December 31, 2017 in 

the case of FTI and June 19, 2017 to December 17, 2017 for NRFC. 

72. Pursuant to an order made on April 18, 2018 (the “Second Fee Approval Order”), this 

Court approved the fees and disbursements of the Monitor and NRFC for the periods 

described in the Second Fee Approval Order being January 1, 2018 to March 31, 2018 for 

FTI and December 18, 2017 to March 18, 2018 for NRFC. 

73. The Monitor and NRFC are now seeking the approval of their fees and disbursements 

since the Second Fee Approval Order. 

74. Attached as Exhibit “A” to the Affidavit of Paul Bishop sworn September 13, 2018 that 

is attached as Appendix “A” to this Twenty-Fourth Report (the “Bishop Affidavit”) are 

copies of the invoices rendered by the Monitor in respect of these CCAA Proceedings for 

the period from April 1, 2018 to August 31, 2018.  For this period, the Monitor’s 

accounts total $3,804,608.50 in fees, $23,037.22 in disbursements and $497,593.94 in 

HST for a total amount of $4,325,239.66. Exhibit “C” to the Bishop Affidavit contains a 

summary of the personnel, hours and hourly rates charged by the Monitor in respect of 

these proceedings during the applicable period.  

75. Attached as Appendix “B” to this Twenty-Fourth Report is the Affidavit of Orestes 

Pasparakis, sworn September 13, 2018 (the “Pasparakis Affidavit” and, together with 

the Bishop Affidavit, the “Fee Affidavits”).  For the period from March 19, 2018 to 

August 12, 2018, NRFC’s accounts total $3,159,657.00 in fees, $28,350.08 in 

disbursements and $414,308.88 in HST for a total amount of $3,602,315.96. At Exhibit 

“C” to the Pasparakis Affidavit are copies of invoices rendered by NRFC as counsel to 

the Monitor for such amounts, while Exhibits “A” and “B” to the Pasparakis Affidavit 

contain a summary of the personnel, hours and hourly rates charged by NRFC in respect 

of these CCAA Proceedings during the applicable period.  

76. As indicated in the invoices included in the Fee Affidavits and the descriptions of 

activities contained in this Twenty-Fourth Report and the Prior Reports, the Monitor has 

played a central role in these proceedings over the past 15 months, including in 
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connection with the Mediation and the discussions that have followed, and in leading the 

claims processes contemplated pursuant to the Claims Procedure Orders. 

77. In addition to the activities noted in Section D of this Twenty-Fourth Report, the Monitor 

and its counsel have: 

(a) reviewed nearly 3000 of Proofs of Claim and issued over 900 NORDs in advance 

of the deadline imposed by the Claims Procedure Orders.  In connection with such 

review, the Monitor reviewed the supporting documentation submitted with the 

Proofs of Claims, and when no supporting documents were submitted (for 

example, in the case of most claims of the Objecting Landlords), the Monitor had 

to conduct its own analysis of the potential claims of claimants;  

(b) performed a comprehensive oversight role in respect of management and wind-up 

of the business and remaining assets; 

(c) advised on and implemented the terms of the E&R Claims Procedure Order, 

including preparing claim statements for all employees; 

(d) dealing with matters relating to numerous environmental claims made against the 

Applicants; 

(e) conducted all activities that were required or appropriate to undertake in 

connection with the Claims Procedure Order and the E&R Claims Procedure 

Order, including the settlement of several hundred claims filed by stakeholders, 

including employees; 

(f) resolved stakeholder issues and concerns constructively on a daily basis to ensure 

that Court appearances are limited;  

(g) advanced their work in connection with the Transactions of Interests that could 

provide additional recoveries to the Sears Canada Entities’ estates; 

(h) assisted with the negotiation of various purchase agreements for the sale of most 

of Sears Canada’s owned properties; 
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(i) liaised with the various advisors to the Directors and Officers in respect of D&O 

Claims and litigation matters; 

(j) assisted, advised and dealt with matters in connection with the appointment of the 

Litigation Investigator, and provided support to the Litigation Investigator; 

(k) reviewing, and reporting to the Court, on intercompany transactions involving the 

Applicants; 

(l) prepared and filed 7 reports and 9 supplemental reports to this Court; 

(m) attended numerous hearings, case conferences and Chamber appointments; 

(n) prepared materials in connection with, and attended, mediation; and 

(o) worked with the Applicants to develop a proposed path forward to efficiently 

resolve the remaining issues in these proceedings. 

78. The Monitor respectfully submits that the Monitor’s and its counsel’s fees and 

disbursements are reasonable in the circumstances and have been validly incurred in 

accordance with the provisions of the orders issued in these CCAA Proceedings.  

Accordingly, the Monitor respectfully seeks the approval of its fees and disbursements 

and the fees and disbursements of its counsel. 
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The Monitor respectfully submits to the Court this, its Twenty-Fourth Report.  

Dated this 13th day of September, 2018. 

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

   
  
Paul Bishop     Greg Watson 
Senior Managing Director   Senior Managing Director 



 

 

APPENDIX “A” 
(see attached) 

  



    

 
    

  

       
        

            
            

         
          

          
          

           

    
    

            

 

               

                

   

                 

         

               

              

               

              

       

A-1











  
 

   
      
      

    

        

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

    

 

  

 

 

 

  

 

   

   

  

  

  

  

 

  

  

  

  

  

  

 

  

    

     

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  
    
    

    

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 

 

 

 

 

 

 

 

A-6









 
 

   
      
      

     

        

  

     

     

    

    

    

   

    

    

    

   

   

   

    

    

 

  

    

     

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  
    
    

    

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 

 

 

 

A-10







  
 

   
      
      

     

         

  

     

     

    

    

    

   

    

    

   

   

    

    

    

     

    

 

 

 

 

 

 

 

 

 

 

 

 

  

 
    
    

    

  

  

  

  

  

  

  

  

  

  

  

  

  

 

 

 

A-13



   
      

        
      

      

     

     

      

      

      

      

      
     
      
      
      
      

      

      

      

      

      

      

      

      

      

      

      

      

      
      
       
      
      
       
      
      
      
      
      
      
      

      

      

      

      

    

    
    
     

      

      

      

      

      

      

      

 
 
 

 

 

 

 

 

 

 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 

 

 

 
 
 

 

 

 

 

 

 

 

       
        

              
             

                 
      

   

  
   

         
               

           

         
                   

 
             
                
      
      
          

  
               

             
            

        
              

            
       

   
               

       
               

               
                   

           
           

          
                

              
 

              
               

   
     

                 
                

                  

  

  
     

  
      

             

     
          
        
            
   
  
           
                
      
  

          
      

  
               

          
 

                        
               

    

                  

                
           

                 
             

               
                

             
 

     
            
                

            
         

       
        

            
               

    
        

       
  

       

  
             

             

  

A-14









   
     

     
         

                         
      

           
                

                       
          

                

                          

              
               
             
                         

              
                    

               
               

                      
 

                      
                

          
                    

         

          
               

            
            
                     
                   
                     

          
                  

            
              
                         

                         
                

             
                       

              

          
             

                    
               

       
 

  
                

            
                 
           

         
              
               

          
                      

                

        
 

 
                 

                
  

               
                    
                   

       
 

  
                 

             
            

       
    

          
                     

                       
          

              
                

          
                

              
                          

                 
 

         
                         

                  
             

                  
                   
                      
                

                 

                 
 

                  
               
              
                       
              
                  
               

            
               

                   
               

       
           

                       
         

                 

A-18





   
      

     

                  
         

                         
                   

        

          
                

   
                  

          
                

         
              
               
                
           

              
                  

 
                           

        
                  

                 
            

    
                   

                  
            

      
                  

         
                

                   

          
                   

                 
      

        
          

                  
             

          
                  

         
             
                      
                  
                  

        
                 

        
 

        
                    

                     

               
                        

              
              

                      
                     

           
                    

                 

                    
         

        
                          

              
             

                    
                         

        

          
                 

         
                      
                     

        
                    

    
              

                    
             

            

         
               

                       

                          

                        
           

               

                         
                    

            
                  

          
                    

          
                   

         
              

                     
        

                  

       
 

 
                 

        
                    

                         

                

                  
 

       

A-20



   
     

     
                   

       

          
               

          
                  

                   
                

    
                   

                     

          
                     

                
           
                       
             

                                       
                 

        
                        

           
             

                    
             

            

       
 

  
                 

               

                  

             

          
                 

                   
 

       

          
         

                 
             

                
                 

             
                   

                 
        

                  
                    
                        

            
              

                    
               

            
                   

                          
              

       
                       

  
           

                      
                 

 
                   

                   
  

         
                

           
                

                 
                     

 

        
            

              
       

        
                

          
                

                    
   

                     
  

                  
                          

             
 

          
               

         

         
               

     
             

        
                  

         
        

  
            

           
                 

          

A-21







   
     

    

    

     

     

     

     

   
     

     

     

     

     

     

     

     
     

     

     

     

     

     

    

     

     

     

    

     

    
     

     

     

    

     

     

    
     

    

     

    
     

     

    

     

    

     

 
 

  

  

  

  

  
  

  

  

  

  

  

  

  
  

  

  

  

  

  

 

  

  

  

  

  

  
  

 

  

  

  

  

  
  

  

  

  
  

 

  

  

  

  

 

             
             

          
                  
                      

                   
         

          

  

                  
                    
                

        
              
     

                

  
  

  
            

         
                   

                
         

            

               
                 

                    
 

           
                 

            
                    

          
              

               
                 

          

               
 

                   
                   

               
          

             

              
               

                    

                   
                    

                
      

  
                 

   
                 

        
                    

   
               

                  
   

                   
                 

            
             

  
        

                       
              

              
                

                      
           

  

         

                  
                   

             
                
             
  

               
              

             
              

  
           

                 
           

                
              

    
                      

           
           

       

           

  
       

    

A-24



   
      

   
  

     
     

     

     
     

     

    

    

   

     

    

     

     
     
     

     

    

     

     

     

     

     

     

     
     
     

      

     

     

     

    

     

    

     

     

     
     
     

     

     

     

   

    

     

     

     

     

     
     

   
  

  

  
  

  

  

  
  

  

  
  

  
  
  

  

  

  

  

  

    

  

  
  
  

  

  

  

  

  

  

  

  

  

  
  
  

  

  

  
  

 

  

 

  

  

  
  

  

  
  

                 

  
 

            
     

              
           

                  
              

               
               

           
                  

           
        

                  
                   

                 
        

   
   

            

  
         

    
       
   

            

   
                     

                   
            

                   
                

   
  

                    
                 

      
                

      

             
                 

            
     

    
                  

                
                  

              
                 

        
  

            
             

   
                 

                 
   

                 

  
                 

  

   

      
 

  
          

   
                 

     

                  
      

  
             

             

  
        

           

           

               

            

               
           

          
    
            

A-25



   
      

     
      

      
      

      

      

      

     

      

    

      

      

      

      
      

      

      

     

      

      

      

      

      

      

      

    

      

      

      
      

      

      
      
      

      

      

      

      

      

      

      

      

      

      

     

      

      

     

      

   
 

 
 

 

 

 

 

 

 

 

 
 
 

 

 

  
 

 

 

 

 

 

 

 

 

 
 

 

 
 
 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

   

         
               

                 
                      

               
                  

                
       

                    
                  

                 

  

          

           

  

                

              
                   

     
            

      
             

  
                  

                  

   
    
                    

   

  
       

                  
    

             
            

          
  

              
                
               

               
                

                
              

   
                  

                  
     

                

                    
  

      

     
               

            
               

 
           
          
  

              

  
                  

                  
                 

  
      

            
                

  
        

    

  
     

                
                 

  

 
              
               

              
                 

               

   
          
                     

            

  
                

                 
        

A-26



   
     

     
    
     
     

     

    

     
     

     

       

     

     
     
     
     

     

    
     
     

    

    

    
     

     

     

     

     

     

     

    

     

     
     

     

     

     

     

     

     

     

     

     

     

    

     

     

     

     

   

   
  
  

  

  

   

  

  

  

  
  
  
  

  

  
    

  

  

  
  

  

  

  

  

  

  

  

  

  
  

  

  

  

  

  
  

  

  

  

  

  

  

  

  

  

  

    
  

  
              

                 

                       
                  

          
                 

     

  
       

       
            

           
         

          

  
     
    
             

  
             

              

   
             
                 

           
  
     
              
                   

               
                     
       

    

      

    
              

                 
           

                 
           

            
            

               
               

                    

                 
               

   
  
            
  

               
                 

                    
                

                

 

  
  

            

  
        

                   

          

  
                  

                  
          

  
              

                   
           

                 
               
   

                   
                   

         
                

                

  
               

      
                 

              

A-27











   
      

    

 
 

            
                 

                          
                  

   
                  

                  

                            
                  

               
             

                      
         

                        
                   

          
                  

               

          

                         
      

                  

           

             
                 

                  
          

                   
           

                        

                
          

                       

               
                    

         
             

                 
             

          
                 

          

         
               

                        
                  

             

             

                    
                

        
                 

                    
            
                

                           

              
                     

         
         

     

          
                       

          
                    

          
              
                         

                 

          
                

            
          

                        

                     
                  

               
                         

                    
     

                   
                     

                 

          

             

                       
                   
                

                   
              

  
                     

          
          

                  
         

       
  

 
                

              

       
          

               
    

           
          
                    
         

A-32



    
     

         
                   

                 
                         

       
                       
             
                          

                
                         

                  
              

                  
            

          
                

              

                         
                

            
                    
                   
           

                        
             

                        
               

                       
         

                      
               

         

          
                       

          

                  

             
           

          
                

                   

          
                  

          
                  

                        
            

                      

        
                    

                       
 

         
                

                 

                    
 

               

         

           
               

             
         
                   
                

          
                

            
                     

                  

                          
                 

                       
     

                

          
         

                   

         
           

                     
                      
                 

                   

                       

          
                  

                  

         
          

             

                    

         

          
                  

                    
             

                    

        
 

 
                 

               
                         

                        

                            

      

       
 

 
              

        

        
                

                     

          

          
            

         

A-33





   
     

   
 

 

               
                       

    
                  
                

                          
              

              

                       

                   

                 
                       

 
          
                 

                   
                    

    
              

                           
       

                  
     

                       
        

                       
 

               
                 

                 
                         

    
                 

                 
     

                    
              

                     
      

                  
                 

           
                       

             
                     

                          

       
                 

          
                  

            
                

                      
        

        
               

              
                    

              
              

                      
 

                    
                   
                   

          
               

          
                 

                       
   

               
                  

        

          
                 

             

                       

                         
                
                  
                    

         
            

          
               

         
      

                

                     
       

                         

                      

       
  

   
                    
               
                   
                   
          
          

               
   

                
                       

        

A-35







        

    

      

 

     

A-38



  
    
   
   
   
   
   
   
   
   
   
   

 

    
   
      

  
   

   
   
   
   
   
   
   
   
   
  
   

  
  
  
  
  
  
  
  
  
  
  
  

A-39





  
     

        
        

        
       

       
       
       

       
      

      
      

       
       

       
       

       
       
       
      

      
      

      
       

      

    

A-41



           
    

              
   

 

    

 
    

  

    

    
    

     
       

      
     

    
  

      
  
    

  
    

  
  

 
 

     
 

        
   

A-42



  

2 

 

APPENDIX “B” 
(see attached)

































































































































































































































































































  
 

 

 
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., et al. 

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

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

 
Proceeding commenced at TORONTO 

 

TWENTY-FOURTH REPORT TO THE COURT 
SUBMITTED BY FTI CONSULTING CANADA INC., 

IN ITS CAPACITY AS MONITOR 

  

NORTON ROSE FULBRIGHT CANADA LLP 
Royal Bank Plaza, South Tower, Suite 3800 
200 Bay Street, P.O. Box 84 
Toronto, Ontario  M5J 2Z4  CANADA 

Orestes Pasparakis, LSO#: 36851T 
Tel:  +1 416.216.4815 
Virginie Gauthier, LSO#: 41097D 
Tel:  +1 416.216.4853 
Alan Merskey, LSO#:  41377I 
Tel: +1 416.216.4805 
Evan Cobb, LSO#: 55787N 
Tel:  +1 416.216.1929 
Fax:  +1 416.216.3930 

orestes.pasparakis@nortonrosefulbright.com 
virginie.gauthier@nortonrosefulbright.com 
alan merskey@nortonrosefulbright.com 
evan.cobb@nortonrosefulbright.com 
 
Lawyers for FTI Consulting Canada Inc., in its capacity as 
Monitor 




