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® Brand Check-up

Sears Canada

As of June 4, 2024

Status: Flatlined

Sears Canadasoldits best stores and paid out cash while sales fell,

leaving shoppers no clear reason to visit and the brand less money to
give themone.

About this check-up

Brand Doctor reviews well-known brands the way we review a client’'s marketing: symptoms,
diagnosis, treatment. This check-up uses public information available on June 4, 2024. It is
brand and marketing analysis, not investment advice. Sources are listed at the end.
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Vital signs

Share price
o C$14.35
CcM [
C$5
Cc$0
Historical: lease sale Historical: rights offer
(reported) close
2013-10-29 2014-09-26
Last share price (2017)

About $0.62

Approximate last TSX trade, June 21, 2017,
before the June 22 halt. Delisted July 28, 2017;
no listed shares on June 4, 2024 [3, 2]

Latest annual revenue

$2.61Dbillion

Fiscal 2016 (year to Jan. 28, 2017), down from
$3.15 billion; net loss $321.0 million [11]

Pension shortfall

Over $260 million

Reported Jan. 14, 2018, the day the final stores
closed [13]

Public information as of June 4, 2024. Not investment advice.
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CAD, at the dates shown [9, 6, 4, 3]

C$0.80 C$0.62
o [
Historical: before CCAA Historical: last trade
report (approx.)
2017-06-20 2017-06-21

Change

Down about 94%

From the C$10.60 close of Sept. 26, 2014 (rights
offering price) to about $0.62 on June 21, 2017
[6, 3]

2013 special dividend

$509 million

$5.00 a share, paid Dec. 6, 2013 [10]

Stores operating

0]

Final stores closed Jan. 14, 2018; nearly 12,000
jobs lost [13, 15]
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Timeline

1953-09 o Simpsons-Sears, formed in 1952 as a national mail-order business, opens its
first store, in Stratford, Ontario. [7]

2012-1 @ Sears Holdings distributes about 44.5% of Sears Canada shares to its
stockholders and keeps about 51%. [5]

2013-06 o Leases at Yorkdale and Square One sold to Oxford Properties for $191 million.
[8]
2013-10 @ Sears Canada agrees to sell five more leases, including the Toronto Eaton

Centre flagship, to Cadillac Fairview and partners for $400 million. [9, 16]

2013-12 e Extraordinary dividend of $5.00 a share, about $509 million, paid on December
6. [10]
2014-10 ® Sears Holdings announces a rights offering of up to 40 million Sears Canada

shares at C$10.60. [6]

2016-08 @ Sears Canada changes its logo for the first time in 32 years, adding a maple
leaf. [7]
2017-06 ® Going-concern warning on June 13, then CCAA protection on June 22 with 59

store closures and about 2,900 job cuts. [12, 1]

2017-07 @ TSX delists Sears Canada common shares at the close on July 28. [2]

2018-01 e Final stores close on January 14 after liquidation sales that began in October
2017. [13,15]

Symptoms

Revenue down about 17 per cent in fiscal 2016, to $2.61 billion
Net loss of $321.0 million in fiscal 2016

Going-concern warning in June 2017

Shares down about 94 per cent from the 2014 rights offering price before trading halted
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e Fourleaders in four years, then a new logo in 2016
Diagnosis

° Prime stores sold for cash

In 2013 the company sold its Yorkdale and Square One leases for $191 million and agreed
to sell five more, including the Toronto Eaton Centre flagship, for $400 million. Its most
visible stores left the network, and one credit analyst described the deal as a continuation
of an orderly liquidation. [8, 9, 16]

a Cash paid out during a decline

In November 2013 the board declared a $5.00 a share extraordinary dividend, about $509
million. By the time the last stores closed, the pension plan was more than $260 million
short. [10, 13]

e An ownerreducing its stake

Sears Holdings owned about 95 per cent of Sears Canada in 2012, distributed about 44.5
per cent of the shares that November and offered up to 40 million more in 2014. By 2017 it
held 12 per cent. [4, 5, 6]

° No stable leadership or clear position

Leadership changed hands several times between June 2011 and July 2015. A new logo
arrived in August 2016, the print catalogue ended in late 2016, and a retail consultant told
CBC that shoppers seeking upscale went to The Bay. [7, 15, 3]
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Prognosis

As of June 2024 Sears Canada is flatlined: no stores, no listed shares and no retail business. After
the closures, what remained was the insolvency process. In 2018 pensioners agreed to an
estimated $48 million against a shortfall of more than $260 million, and the monitor sought to sue
Edward Lampert and ESL Investments over the 2013 dividend. Former Sears stores how house
other tenants, including Simons at Square One and Saks Fifth Avenue at Sherway Gardens, and
some Canadian malls are adding housing. For marketers, the thing to watch is how long the Sears
name keeps any meaning for Canadian shoppers with no stores to support it.

Treatment

e Reinvest the proceeds of lease sales in the remaining stores and the direct channel instead of
paying them out as dividends.

e Choose one clear position between discount chains and Hudson's Bay, and build stores,
product and the catalogue around it.

e Keep one leadership team in place long enough for a single plan to show results.

e Fund pension obligations before any discretionary payout, to protect trust with staff, retirees
and customers.

Lessons for growing companies

Payouts are brand decisions

Every dollar paid out during a decline is a dollar the brand cannot spend on stores, product
or service. Decide what you reinvest before you decide what you distribute.

Your best locations carry the brand

Flagships, top accounts and best channels carry the brand for everything else. Selling them
to close a short-term cash gap weakens the whole network.
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Fame is not areason to buy

A name people know can hide the loss of a reason to choose it. Check what customers
come to you for, and whether a rival now does it better.
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Canada Inc., 2017-06-22.
https://capedge.com/filing/1550910/0001550910-17-000020/SRSCQ-6K/file/2

Sears Canada Common Shares to be Delisted from TSX. Sears Canada Inc. via Canada NewsWire, 2017-06-30.
https://www.newswire.ca/news-releases/sears-canada-common-shares-to-be-delisted-from-tsx-631829673.html

Sears Canada to close 59 stores, lay off 2,900 in restructuring. CBC News, 2017-06-22.
https://www.cbc.ca/1.4172736

Sears Canada shares plummet on reports it's seeking creditor protection. Bloomberg News via BNN Bloomberg,

2017-06-21.
https://www.bnnbloomberg.ca/sears-canada-preparing-to-seek-creditor-protection-source-1.784647

Sears Holdings Corporation Completes Partial Spin-Off Of Its Interest In Sears Canada Inc.. Sears Holdings

Corporation, 2012-11-14.
https://transformco.com/press-releases/pr/298

Sears Holdings Corporation Announces Intent to Conduct Rights Offering of Sears Canada Shares. Sears

Holdings Corporation, 2014-10-02.
https://transformco.com/press-releases/pr/146

The rise and decline of retailer Sears Canada. InfoNews, 2017-06-13.
https://infonews.ca/news/116282/the-rise-and-decline-of-retailer-sears-canada/

Sears Canada Sells Its Yorkdale and Square One Store Leases. Retail Insider, 2013-06-14.
https://retail-insider.com/retail-insider/2013/06/sears-canada-sells-its-yorkdale-and/

Sears Canada to close 5 stores including Eaton Centre flagship location. Global News, 2013-10-29.
https://globalnews.ca/news/931553/sears-canada-to-close-5-stores-including-eaton-centre-flagship-location/

Sears Canada Announces Extraordinary Dividend. Sears Canada Inc. via Canada NewsWire, 2013-11-19.
https://newswire.ca/news-releases/sears-canada-announces-extraordinary-dividend-513262281.html

Consolidated financial statements, Fiscal 2016 (Form 40-F, Exhibit 99.3). Sears Canada Inc. / SEC EDGAR,

2017-04-26.
https://www.sec.gov/Archives/edgar/data/0001550910/000104746917002934/a2231959zex-99_3.htm

First quarter 2017 earnings release (Form 6-K, Exhibit 99.1). Sears Canada Inc. / SEC EDGAR, 2017-06-13.
https://sec.gov/Archives/edgar/data/1550910/000155091017000012/a991q12017earningsrelease.htm

Sears Canada shutters its final stores after months-long liquidation. Global News (The Canadian Press),
2018-01-14.

https://globalnews.ca/news/3964242/sears-canada-shutters-final-stores

Sears Canada, pensioners agree to settle. Hardlines, 2018-12-03.
https://hardlines.ca/gp_dailynews/sears-canada-pensioners-agree-to-settle/

5 Years Since Sears Canada Shut All Stores [Retrospective]. Retail Insider, 2023-01-17.
https://retail-insider.com/retail-insider/2023/01/5-years-since-sears-canada-shut-all-stores-retrospective/

Sears Canada Announces Transactions on Five Stores for $400 Million. Sears Canada Inc. via Canada NewsWire,

2013-10-29.
https://newswire.ca/news-releases/sears-canada-announces-transactions-on-five-stores-for-400-million-513157101.html

Public information as of June 4, 2024. Not investment advice. brandmd.ca - 7/8


https://capedge.com/filing/1550910/0001550910-17-000020/SRSCQ-6K/file/2
https://www.newswire.ca/news-releases/sears-canada-common-shares-to-be-delisted-from-tsx-631829673.html
https://www.cbc.ca/1.4172736
https://www.bnnbloomberg.ca/sears-canada-preparing-to-seek-creditor-protection-source-1.784647
https://transformco.com/press-releases/pr/298
https://transformco.com/press-releases/pr/146
https://infonews.ca/news/116282/the-rise-and-decline-of-retailer-sears-canada/
https://retail-insider.com/retail-insider/2013/06/sears-canada-sells-its-yorkdale-and/
https://globalnews.ca/news/931553/sears-canada-to-close-5-stores-including-eaton-centre-flagship-location/
https://newswire.ca/news-releases/sears-canada-announces-extraordinary-dividend-513262281.html
https://www.sec.gov/Archives/edgar/data/0001550910/000104746917002934/a2231959zex-99_3.htm
https://sec.gov/Archives/edgar/data/1550910/000155091017000012/a991q12017earningsrelease.htm
https://globalnews.ca/news/3964242/sears-canada-shutters-final-stores
https://hardlines.ca/gp_dailynews/sears-canada-pensioners-agree-to-settle/
https://retail-insider.com/retail-insider/2023/01/5-years-since-sears-canada-shut-all-stores-retrospective/
https://newswire.ca/news-releases/sears-canada-announces-transactions-on-five-stores-for-400-million-513157101.html

.5\1-/, Sears Canada Brand Check-up - June 4, 2024

About Brand Doctor

Brand Doctor is a marketing strategy consultancy founded by CIiff K. F. Lin. He has spent 17
years in marketing and managed more than $30 million in spend for SaaS, tech and
lead-generation companies.

A Brand Check-up applies the method we use with clients to a well-known brand: the symptoms
you can see from outside, the root causes behind them, and the treatment we would prescribe.
For your own company, we look at six areas (positioning, messaging, customer journey, channel
mix, budget and spend, and measurement) and rank what to fix first.

$30M+ 135+ 8 x 17

In marketing spend Campaigns treated Growth achieved Years in marketing
managed

Find out where your marketing is
bleeding.

Brand Doctor runs the same check-up on your marketing. Book a free
diagnosis at brandmd.ca/contact.

Book your free diagnosis
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