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ENDORSEMENT
Background

[1] Sears Canada has been a significant Canadian retailer and an important part of the lives of
Canadians for over 65 years. At the commencement of these proceedings, Sears Canada and its
affiliates employed approximately 17,000 people at 225 stores across Canada and at its head office.
The evidence has clearly established the serious financial difficulties the company has faced in
recent times. The consequences of these financial difficulties have affected countless employees
who have invested years of their lives as part of Sears Canada as well as suppliers, landlords and
others who have dealt with the company over many years.

[2] The applicants commenced these proceedings with the stated goal of emerging as a
stronger, more focused, competitor in the Canadian retail industry. According to the evidence,
Sears Canada’s goal was to continue to operate a large number of stores, maintain a significant
number of employees, and service Sears Canada’s customers across Canada, either through a
restructuring or a going-concern sale.

3] Although I am satisfied that the applicants diligently pursued a going-concern solution for
several months, Sears Canada’s operating losses continued to significantly mount during this time.
As each day passed, the value recoverable by the applicants’ creditors from Sears Canada’s assets
continued to erode. Despite the applicants’ efforts, a viable going-concemn solution did not
materialize.

[4] For the reasons outlined in the motion materials and the Third and Fourth Reports of the
Monitor, it has become apparent to me that steps have to be taken immediately to realize upon the
remaining value in Sears Canada’s business for the benefit of all creditors through an orderly
liquidation process during the holiday retail season. Unfortunately, there is no other viable
alternative.

The Motions
[5] On October 13, 2017, the applicants sought the following orders:
a) Approval of an Agency Agreement (the “Liquidation Agreement”) pursuant to which

the inventory, furniture, fixtures and equipment at all remaining Sears Canada locations
would be liquidated commencing on October 19, 2017 (the “Liquidation™);
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b) An extension of the stay of proceedings granted in the Initial Order to January 22, 2018
to permit the Liquidation to be completed; and

¢) An amendment to the DIP Term Credit Agreement to allow the Sears Canada Group to
retain sufficient liquidity to proceed with the Liquidation (the “Ninth Amendment™).

I have granted the orders for the following reasons.
The Liquidation

[6] 1 am satisfied that the Liquidation should be approved. The process to solicit bids from
potential liquidators, as described in the applicants’ motion materials and the Monitor’s Fourth
Report, was a reasonable process. Based upon the summary of bids provided in the Confidential
Appendix to the Monitor’s Fourth Report, I am satisfied that the terms of the Liquidation
Agreement resulted from the best bid received for the Liquidation.

[7] I am also satisfied that the proposed approval order and accompanying sale guidelines are
reasonable in the circumstances and are consistent with other liquidation arrangements for other
large retail iquidations.

[8] For the foregoing reasons, and after consideration of the criteria set out in s. 36 of the
Companies’ Creditors Arrangement Act, the order approving the Liquidation is granted.

[9] The Confidential Appendix to the Monitor’s Fourth Report contains commercially
sensitive information regarding the bids submitted by various potential liquidators. The public
disclosure of this information could be prejudicial to the sale process and to the interests of those
liquidators who have submitted bids. I am satisfied that in the circumstances the Confidential
Appendix should be sealed and kept confidential pending further order of the court.

DIP Credit Agreements

[10] The DIP credit agreements have been amended a number of times during these
proceedings.

[11] According to the Monitor, the Ninth Amendment to the DIP Term Credit Agreement will
allow the applicants to retain $67,700,000 from the initial proceeds of the Liquidation that would
otherwise have been paid to the DIP term lenders. These retained proceeds may be used by the
applicants in accordance with an approved budget. According to the applicants’ forecasts, this will
provide sufficient cash to continue operations and, subject to the receipt of additional asset sale
proceeds, repay all outstanding obligations under the DIP Term Credit Agreement upon its
maturity.

[12] Although an amendment fee of US $587,500 is payable in connection with the Ninth
Amendment to the DIP Term Credit Agreement, the funding provided by the amendment is
essential to the continued progress of these proceedings and the continued steps to maximize
recoveries for creditors. As noted by the Monitor in its Supplement to the Fourth Report, any
alternative to the funding provided under the Ninth Amendment would likely also result in
significant additional fees and professional costs to the applicants.



- Page 4 -

[13] I am therefore satisfied that the approval of the Ninth Amendment to the DIP Term Credit
Agreement, including the amendment fee, is appropriate in the circumstances.

[14] The applicants have also proposed minor amendments to paragraph 54 of the Initial Order
which I'have approved. Paragraph 54 of the Initial Order provided certain protections in connection
with cash collateral provided to the DIP ABL lenders to secure obligations under outstanding pre-
filing letters of credit. I am satisfied that the amendments to paragraph 54 are necessary to ensure
that cash collateral provided to the DIP ABL lenders to secure obligations under outstanding letters
of credit issued in the post-filing period has the benefit of similar protections.

Stay Extension

[15] T find that the applicants have been acting and continue to act in good faith and with due
diligence in this proceeding. It is clear that additional time is needed to complete the Liquidation
and finalize additional transactions for remaining assets. The Liquidation is to be completed on
or about January 21, 2018.

[16] As a result of the Ninth Amendment, the applicants will have sufficient liquidity to
continue operations through the requested stay period.

[17] The requested extension of the stay of proceedings to January 22, 2018 is therefore granted.
Promenade Transaction

[18] The applicants also requested an order approving a transaction pursuant to which Sears
Canada’s lease at Promenade Mall in Thornhill, Ontario, would be surrendered to the landlord in
return for cash consideration (the “Promenade Transaction™).

[19] The Promenade Transaction is similar to the lease surrender transactions that I previously
approved on October 4, 2017. It was negotiated and finalized through the same process as those
earlier transactions. For the reasons set out in my endorsement in connection with the October 4,
2017 orders, I am satisfied, after considering the factors set out in s. 36 of the Companies’
Creditors Arrangement Act, that the Promenade Transaction should be approved.

[20] The unredacted version of the agreement governing the Promenade Transaction contains
confidential purchase price information. Public disclosure of this information would be hammuful to
the integrity of the sale process, including any further marketing of the Promenade lease that may
be required if the Promenade Transaction does not close. Accordingly, the unredacted version of
the agreement shall be sealed pending further order of the court.

Conclusion

[21]  The Liquidation and the closure of Sears Canada’s business marks the end of an important
era in Canadian retail history. This event affects a broad range of stakeholders. A number of
counsel made submissions regarding the valuable contributions made by various groups to the
restructuring process. I want to recognize, in particular, the contributions of Sears Canada’s
employees and pensioners both prior to and during this difficult process. I am mindful of the
challenges that many of these individuals and their families now face. For many years Sears
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Canada was a source not only of employment and income, but also a community to these
employees and pensioners. 1 recognize and commend their continued commitment and

professionalism at this difficult time.
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