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File No. 99-CL-3514

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
R.S.0. 1990, c. B-16, s. 182 AS AMENDED

-and -

IN THE MATTER OF AN APPLICATION BY THE T. EATON COMPANY
LIMITED RELATING TO A PROPOSED ARRANGEMENT INVOLVING THE
T. EATON COMPANY LIMITED AND ITS SECURITYHOLDERS AND 1381052

ONTARIO INC.

Applicant

NOTICE OF MOTION

RSM RICHTER INC. (formerly Richter & Partners Inc.) (“Richter”), in
its capacity as liquidator (the “Liquidator”) of Distributionco Inc. (formerly 1381052
Ontario Inc.) (“Distributionco”), will make a motion to The Honourable Mr. Justice
Morawetz on Thursday, July 17, 2008 at 10:00 a.m. or as soon after that time as the

motion can be heard at the Courthouse, 330 University Avenue, Toronto, Ontario.

THE PROPOSED METHOD OF HEARING: The motion is to be

heard orally.

THE MOTION IS FOR:

1. An Order, if necessary, abridging the time for service and filing of the

Notice of Motion and the Motion Record herein, validating the service of such motion
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material and dispensing with service of such motion material on interested parties not

served;

2. An Order amending the Order of this Honourable Court dated May 15,

2002 to delete paragraphs 6 and 7 thereof;

3. A Declaration that the Class I Creditors whose first uncashed distribution
cheque was in respect of the Liquidator’s eighth interim distribution shall be deemed to
have forfeited their rights to the eighth interim distribution and the within final
distribution and the amounts which would have been payable to such missing Class I
Creditors in respect of the eighth interim distribution shall form part of the pool of funds

to be distributed in the final distribution to the remaining Class I Creditors;

4. An Order authorizing the Liquidator to effect a ninth and final distribution
of approximately 1.6 cents on the dollar to the Class I Creditors on account of their Class

I Distribution Claims (the “Final Distribution™);

5. An Order that any funds in the Liquidator’s account in respect of stale
dated uncashed dividend cheques from the Final Distribution shall be paid by the
Liquidator to the Public Trustee in accordance with section 234(1) of the Business

Corporations Act (Ontario) (the “OBCA”);

6. An Order authorizing the Liquidator to destroy the books and records of
Eaton’s and Distributionco in the Liquidator’s possession on July 17, 2009 or such other
date or dates as may be agreed to between the Liquidator and the Canada Revenue

Agency or any other relevant taxing authority;

DM_TOR/212224-00917/2512120.1



3-

7. An Order approving the activities of the Liquidator as set out in the

Liquidator’s Report dated July 2, 2008 (the “Liquidator’s Report”);

8. An Order discharging the Liquidator effective on the date on which the
Liquidator files a certificate with this Honourable Court confirming that the Liquidator
has completed the administration of the wind-up of Distributionco (the “Discharge

Date™);

9. An Order approving the fees and disbursements of the Liquidator and the
fees and disbursements of the Liquidator’s legal counsel, Fasken Martineau DuMoulin
LLP (formerly Fasken Campbell Godfrey) (“Fasken”) and McMillan LLP (formerly
Mendelsohn Rosentzveig Shacter, Mendelsohn and McMillan Binch Mendelsohn LLP)
(“McMillan”) from August 20, 1999 to May 31, 2008 in the amounts set out in the

Report;

10. An Order approving the fees and disbursements of Koskie Minsky LLP
(“KM?™), in its capacity as representative counsel for the former employees and retirees of

Eaton’s from August 27, 1999 to May 31, 2008 in the amounts set out in the Report;

11. An Order authorizing the Liquidator to establish a reserve in the amount of
$900,000 to pay the fees, disbursements and applicable taxes incurred by the Liquidator,
Fasken, McMillan and KM until the Discharge Date (the “Reserve”) and that any funds
remaining in the Reserve following the Discharge Date shall be transferred to Richter as a

bonus; and
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12. Such further and other directions or relief as the Court may determine is
appropriate.
THE GROUNDS FOR THE MOTION ARE:
1. On December 31, 1999, the transactions contemplated by the Eaton’s

CCAA Plan closed (the “Plan Implementation Date™). On the Plan Implementation Date,
Richter was appointed as Liquidator of Distributionco pursuant to the Orders of
Honourable Court dated November 23, 1999 sanctioning the Plan pursuant to the
provisions of the Companies’ Creditors Arrangement Act and the Arrangement pursuant

to the provisions of the OBCA (the “Sanction Orders™).

2. The Liquidator has completed its realization of the remaining assets of
Distributionco and has sufficient funds on hand to pay a ninth and final distribution of
approximately 1.6 cents on the dollar to the remaining Class I Creditors on account of
their Class I Distribution Claims. As a result, the total recovery for these Class I

Creditors will be approximately 54 cents on the dollar.

3. To complete the administration and winding-up of Distributionco, the
Liquidator and Fasken will need to, among other things, (i) complete the Final
Distribution; (ii) file a final tax return for the year ended December 31, 2008; (iii) file
articles of dissolution in respect of the former inactive subsidiaries of Eaton’s which were
transferred to Distributionco on the Plan Implementation Date; and (iv) file articles of
dissolution in respect of Distributionco. KM will be responsible for dealing with the
inquiries from the thousands of former Eaton’s employees which will inevitably arise as a

result of the payment of the Final Distribution and the pending discharges of the
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Liquidator and of KM as employee representative counsel. The Liquidator anticipates
that it will take approximately eight months to complete the administration of the wind-

up of Distributionco.

4. The Sanction Orders.
5. The Eaton’s CCAA Plan.
6. Such further and other grounds as counsel may advise.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at

the hearing of the motion:

1. The Liquidator’s Report;

2. The Affidavit of Gus Tertigas sworn July 2, 2008;

3. The Affidavit of Eric Rodier sworn July 2, 2008;

4, The Affidavit of Edmond Lamek sworn June 27, 2008;

5. The Affidavit of Alfred Esterbauer sworn July 2, 2008; and
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6. Such further and other materials as counsel may advise and this
Honourable Court may permit.

July 3, 2008 FASKEN MARTINEAU DuMOULIN LLP

Suite 4200, TD Bank Tower
P.O. Box 20, Toronto-Dominion Centre
Toronto, ON MS5K 1N6

Edmond F. B. Lamek [LSUC No. 33338U]
Carole J. Hunter (LSUC No. 430871)

Tel: (416) 366-8381

Fax: (416) 364-7813

Solicitors to RSM Richter Inc., in its capacity
as Liquidator of Distributionco Inc.

TO THOSE PARTIES ON THE SERVICE
LIST WHO HAVE REQUESTED A COPY
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File No. 99-CL-3514
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
R.S.0. 1990, c. B-16, s. 182 AS AMENDED

-and -

IN THE MATTER OF AN APPLICATION BY THE T. EATON COMPANY
LIMITED RELATING TO A PROPOSED ARRANGEMENT INVOLVING THE
T. EATON COMPANY LIMITED AND ITS SECURITYHOLDERS AND 1381052
ONTARIO INC.

Applicant

FINAL REPORT OF RSM RICHTER INC,,

IN ITS CAPACITY AS LIQUIDATOR OF DISTRIBUTIONCO INC.
July 2, 2008

1. In connection with the restructuring of The T. Eaton Company Limited
(“Eaton’s”) and the acquisition of Eaton’s by Sears Canada Inc. (“Sears”), Distributionco
Inc. (formerly 1381052 Ontario Inc.) (“Distributionco””) was incorporated to implement
certain transactions involved in the restructuring and sale, and RSM Richter Inc.
(formerly Richter & Partners Inc.) (“Richter”) was appointed as liquidator (the

“Liquidator™).

2. The Liquidator’s administration of the liquidation of Distributionco is

almost complete. The Liquidator now seeks, among other things, an Order:
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(2)

(b)

(©)

(d

(e)

®

e

2

Authorizing the Liquidator to effect a ninth and final distribution, of
approximately 1.6 cents on the dollar, to the Class I Creditors on account

of their Class I Distribution Claims;

Authorizing and directing the Liquidator to remit any unclaimed dividends

from the final distribution to the Public Trustee;

Authorizing the Liquidator to destroy the books and records of

Distributionco in accordance with the schedule contemplated herein;
Approving the activities of the Liquidator as set out herein;

Discharging the Liquidator effective on the date on which the Liquidator
files a certificate with this Honourable Court confirming that the
Liquidator has completed the administration of the liquidation of

Distributionco (the “Discharge Date”);

Approving the fees and disbursements of Richter and the fees and
disbursements of the Richter’s legal counsel, Fasken Martineau DuMoulin
LLP (formerly Fasken Campbell Godfrey) (“Fasken”) and McMillan LLP
(formerly Mendelsohn Rosentzveig Shacter, Mendelsohn and McMillan
Binch Mendelsohn LLP) (“McMillan”), from August 20, 1999 to the

Discharge Date; and

Approving the fees and disbursements of Koskie Minsky LLP (“KM”), in
its capacity as representative counsel for the former employees and
retirees of Eaton’s, from August 27, 1999 to the date of KM’s discharge as

representative counsel.
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3. Unless otherwise defined herein, capitalized terms in this Report have the
meanings ascribed to them in the Final Plan (as defined herein). A copy of the Final Plan

is attached hereto as Appendix “A”.

A. HISTORY OF THE PROCEEDINGS

L August 1999 to December 31, 1999

(a)  Eaton’s Notice of Intention and the Agency Agreement

4. Richter first met with representatives from Eaton’s and Eaton’s solicitors,
Osler Hoskin & Harcourt (“Oslers”), during the week of August 16, 1999 to discuss
Eaton’s financial circumstances and to review an agency agreement dated July 29, 1999
(the “Agency Agreement”) wherein Eaton’s appointed Gordon Brothers Retail Partners
LLC, Schottenstein/Bernstein Capital Group, LLC, Hilco Trading Co., Inc. and Garcel
Inc. (collectively the “Agent”) as Eaton’s exclusi{fe agent fdr the liquidation of Eaton’s
inventory. The Agency Agreement had been entered into by Eaton’s in anticipation of a
transaction involving the sale of a number of Eaton’s stores to a prospective purchaser.
When that transaction did not materialize, given Eaton’s dire financial situation, it
became evident that a formal restructuring would be required. As such, substantial
amendments Were made to the Agency Agreement by an amending agreement dated as of
August 20, 1999 (the “Amending Agreement”). The Amending Agreement included the

following:

(a) It identified Richter as the proposed Interim Receiver of Eaton’s as a

party, subject to court approval;
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(b) It accelerated the timing for the commencement of the liquidation from

November 1999 to August 1999; and

(c) It reduced the Agent’s share of the liquidation proceeds by approximately

$10 million.

5. As aresult of pre-judgment enforcement steps taken by certain creditors of
Eaton’s in the Province of Quebec, on August 20, 1999 Eaton’s filed a Notice of
Intention to Make a Proposal (the “NOI”) under the Bankruptcy and Insolvency Act (the
“BIA”) naming Richter as proposal trustee (the “Proposal Trustee”). In its capacity as
Proposal Trustee, Richter was responsible for compiling the creditor lists and preparing
the statutory BIA mailings. In addition, the Proposal Trustee reviewed and commented
on Eaton’s pro-forma cash flow for the ninety-day period commencing August 20, 1999

and ending November 20, 1999.

6. At the time of Richter’s appointment as Proposal Trustee, Eaton’s
operated 64 retail stores across Canada. Eaton’s had 4,000 full-time employees and
9,500 part-time employees and maintained a warehouse/distribution centre as well as a

corporate head office in Toronto, Ontario.

(b)  Appointment as Interim Receiver and Responsibilities

7. On August 23, 1999, on Eaton’s application, Richter was appointed as
interim receiver (the “Interim Receiver”) of certain property of Eaton’s by Order of this
Honourable Court (the “Appointment Order”). The Appointment Order provided, inter
alia, that the Interim Receiver was to control Eaton’s receipts and disbursements but was

not to otherwise interfere with the business of Eaton’s except to the extent required for
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the Interim Receiver to perform its duties under the Appointment Order and the Agency

Agreement.

8.

As Interim Receiver, Richter’s primary focus was on familiarizing itself

with Eaton’s retail operations in the context of the Agency Agreement and establishing

procedures relating to the bank accounts, including monitoring and reconciling the cash

receipts from each of the 64 stores on a daily basis and controlling Eaton’s

disbursements. In particular, the Interim Receiver:

(@

(b)

(©

(d)

(©)

®

established procedures to reconcile Eaton’s cash receipts on a daily basis;
directed Eaton’s to close its non-essential bank accounts;

added itself as a signatory on the disbursement accounts that Eaton’s

continued to use;

controlled Eaton’s receipts and disbursements and established the
necessary banking procedures to comply with the Agency Agreement and

the Appointment Order;

implemented procedures for reconciling and monitoring the proceeds
generated from the sale of the inventory by the Agent, which amounted to
approximately $500 million, as well as related expenses of approximately

$195 million;

monitored and worked with the Agent in conducting a chain-wide
inventory count process, including the valuation and reconciliation of the

post-August 23, 1999 sales, as contemplated by the Agency Agreement;
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(h)

@

@

(k)

@

-6 —

together with representatives of Eaton’s, worked out the complex profit-

sharing arrangements under the Agency Agreement;

implemented procedures for monitoring the acquisition of augmentation
merchandise in the approximate amount of $27 million by Eaton’s in
accordance with an Order of the Honourable Mr. Justice Farley dated

August 29, 1999;

worked with Eaton’s to renew certain insurance policies that were to
expire on August 31, 1999 and had the Interim Receiver added as an

additional insured on Eaton’s insurance policies;

dealt with inquiries from FEaton’s concessionaires, licensees and

consignors as to their status and protections in the proceedings;

negotiated, together with Fasken, agreements for the continuation of
essential services and utilities, including hydro, natural gas, security,
telephone, cleaning, credit card and payroll processing services, to Eaton’s
stores and head office following the filing of the NOI, including issuing

guarantees to secure the supply of goods and services;

negotiated an agreement with IBM Canada Limited (“IBM”) with respect
to payments for information technology services rendered following the
filing of the NOI and preserving the ability of IBM to terminate its

existing agreements with Eaton’s;

together with Fasken, negotiated arrangements with Norwest Financial

Capital Canada, Inc. (“Norwest”) and National Retail Credit Services
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Company (“NRCS”) for the continued use of the Eaton’s credit card and

the settling of accounts generated thereby; and

(n) dealt with requests from approximately 40 suppliers who had entered into
arrangements to provide Eaton’s with display shelving and related display
items and wanted such items returned on the basis that they were the
property of the suppliers, not Eaton’s, and resolved disputes between such

suppliers and the Agent.

9. In accordance with the directions of this Honourable Court, the Interim
Receiver reviewed and analyzed 67 Demands for Repossession of Goods made by
suppliers pursuant to section 81.1 of the BIA, totalling $13.5 million. In addition, a
further 28 Demands for Repossession of Goods were made, totalling $2.9 million, which
had major technical deficiencies. Due to the complexity involved in identifying what
thirty-day goods remained in the stores on a given day, the Interim Receiver developed
the following procedures: (i) inventory had to be classified in various categories in
accordance with the Agency Agreement and a new category was established for potential
thirty-day goods; (i) a comprehensive list of the unpaid invoices from the current
accounts payable listing and information provided by Eaton’s relating to the receipt of
goods immediately preceding the date of the NOI was created; and (iii) the inventory
identified in the unpaid inventory was reconciled with the quantities determined by the

physical inventory count.

10. On September 19, 1999, Eaton’s and Sears entered into an agreement (the

“Sears Agreement”) for the purchase of the Eaton’s shares by Sears for up to $60 million
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to be allocated to the creditors ($40 million) and the shareholders (up to $20 million) plus
an additional $10 million in inventory purchases and miscellaneous adjustments. It was a
condition of the Sears Agreement that Eaton’s restructure its operations under the CCAA
and the Business Corporations Act (Ontario) (the “OBCA”). The Sears Agreement
contemplated that Eaton’s would transfer all assets and liabilities (as compromised under
the CCAA) which Sears did not wish to remain in Eaton’s to a newly incorporated
company that would be wound up and dissolved in accordance with the OBCA. Eaton’s
under Sears’ ownership was to retain between 8 and 13 of the Eaton’s stores, including
the furniture, fixtures and equipment at those stores, certain intellectual property and the
tax losses associated with Eaton’s operations. As such, the Sears Agreement required the

shut down of more than 50 Eaton’s stores across Canada.

11. The Sears Agreement also contemplated that Sears would facilitate the
continuance of the operations of certain Eaton’s stores (the “Continuing Stores™)
commencing October 3, 1999 until the closing of the sale on December 31, 1999. An
operating agreement (the “Operating Agreement”) setting out the terms under which
these operations would continue was negotiated between Sears and the Interim Receiver,

with the assistance of Fasken.

12. Under the Operating Agreement, Sears provided financial assistance to
Eaton’s to enable Eaton’s to pay the operating expenses incurred in respect of the
Continuing Stores. Sears advanced funds to cover the cost of merchandise already on
order and further orders which were required to augment the inventory in the Continuing

Stores. The Agent was required to cease sales of merchandise situated in the Continuing
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Stores as of the close of business on October 3, 1999. This resulted in Eaton’s, Sears, the
Interim Receiver and the Agent entering into a transition agreement that provided for
payment to the Agent of the agreed upon value of the merchandise at the Continuing

Stores as of the transition date.

(c) Appointment as Monitor and Responsibilities

13. By Order of this Honourable Court dated September 28, 1999 (the “Initial
Order”), Eaton’s was authorized to submit a plan of compromise and arrangement (the
“Plan”) to its creditors pursuant to the CCAA and Richter was appointed as monitor of
Eaton’s (the “Monitor”). At this time, Richter’s appointment as Proposal Trustee was
terminated. Eaton’s also commenced concurrent proceedings under section 182 of the
OBCA (the “Arrangement”) to restructure the rights of its shareholders. The Plan and the

Arrangement are referred to collectively as the “Plan”.

14. In its role as Monitor, Richter took certain actions in accordance with the

provisions of the CCAA and the Initial Order, including the following:

(a) it determined the most appropriate manner in which to provide
information to the approximately 5,000 creditors about the business affairs

and activities of Eaton’s and about the Plan;

(b) it formed an advisory creditors’ committee, solicited and received the
views of creditors and, for that purpose, the Monitor, in co-operation with
Eaton’s, convened information meetings of all creditors in Toronto and

Montreal;
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(©) together with Fasken and Oslers, it assisted Eaton’s with the formulation
of the Plan and claims procedure process, the disposition of its assets not
being acquired by Sears, the settlement of creditor claim amounts and the

preparation and submission of the Plan;

(d) it analysed and examined Eaton’s property, books, records, electronic data
and other financial documents to the extent necessary to adequately assess

and comment on Eaton’s financial affairs; and

(e) it reported to the court and to creditors on the state of Eaton’s business and
financial affairs and on matters relating to the Plan, including the proposed

Sears transaction.

15. As Monitor, Richter assisted Eaton’s in carrying out the Claims Procedure
for voting and distribution purposes. The Monitor also compiled and updated the lists of
the creditors and their claims, prepared a brief report to the creditors, printed the initial
mailing, had McMillan translate all of the Claims Procedure documents into French and
assisted Eaton’s with the establishment of the quantum of numerous creditors’ voting

claims.

16. On October 8, 1999, Eaton’s filed the Plan. In accordance with the
Monitor’s duties under the Initial Order, the Order of this Honourable Court dated
October 4, 1999 and the Claims Procedure, the Monitor effected the mailing of (i)
Notices of Voting Claim to approximately 2,000 Known Creditors with claims in excess
of $500; (i1) a simplified package of materials to all trade creditors (approximately 540)

and consumer creditors (approximately 2,800) with claims of less than $500; and (iii) the
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Information Circular (including the Monitor’s Distribution Analysis) to approximately
2,200 Creditors with claims in excess of $500. The Monitor mailed, on a continuing
basis, these packages to persons who contacted the Monitor and whose claims were not

identified in Eaton’s books and records.

17. The Monitor’s Distribution Analysis included in the Plan can be

summarized as follows:

Anticipated Plan Qutcome Bankruptcy
Estimated Asset Recoveries $151,400,000 $111,400,000
Less Secured Claims $20,900,000 $19,900,000
Auvailable for Unsecured $130,500,000 $91,500,000
Creditors
Projected Allocation
Class I Creditors $98,500,000 $87,400,000

50.3% 43.8%

Class II Creditors $12,000,000 $4,100,000
Shareholders $20,000,000 $0
18. Richter in its capacity as Claims Administrator (and earlier in its capacity

as Interim Receiver) maintained a dedicated telephone inquiry line in respect of the
Eaton’s insolvency proceedings. Between August 23 and October 25, 1999, Richter
received and responded to approximately 10,000 consumer inquiries, 2,000 trade creditor

inquiries and 3,000 employee and retiree inquiries.

19. In advance of the November 19, 1999 creditors’ meetings, the Monitor
worked with representatives of Eaton’s in reviewing the Proofs of Claim, simplified

Proofs of Claim and Notices of Dispute for Valuation for Voting Purposes submitted to
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the Monitor in its capacity as Claims Administrator. The Monitor delivered
approximately 300 Notices of Revision or Disallowance of Claim for Voting Purposes to

creditors who submitted the above-noted documentation.

20. On October 27, 1999, the Monitor met with several of Eaton’s major
creditors and other groups of creditors to solicit the creditors’ views about the Plan and to
address any concerns that they may have with a view to achieving consensus regarding

the Plan in advance of the Meetings of Creditors and Shareholders on November 19,

1999.

21. On November 5, 1999, Eaton’s filed an amended and restated Plan (the
“Amended Plan™) with the Court. The Amended Plan was mailed to creditors and
shareholders on November 9, 1999. On November 19, 1999, Eaton’s filed a further
amended plan (the “Further Amended Plan”) with the Court. The Further Amended Plan
was distributed to creditors and shareholders attending the Meetings of Creditors and
Shareholders on November 19, 1999. Immediately prior to the meetings, Eaton’s

amended the Further Amended Plan (the “Final Plan”).

22, On November 19, 1999, the Monitor chaired meetings for the Class I
Creditors (unsecured creditors), the Class II Creditors (landlords) and Eaton’s
shareholders. These meetings included a presentation of the critical events that had
occurred leading up to and since the filing of the NOI on August 20, 1999 up to and
including the presentation of the Final Plan to the Creditors on November 19, 1999. A
question and answer period then took place, followed by a vote to determine whether the

Final Plan would be approved. In all cases, the Final Plan was approved by a majority in
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number and two-thirds in value of the Creditors and by the requisite majority of the
shareholders voting in person or by proxy at the meeting of shareholders constituted

under the OBCA.

23. On November 23, 1999, pursuant to the provisions of the CCAA and the
OBCA, the Final Plan was sanctioned by this Honourable Court (the “Sanction Orders”).
The Sanction Orders provided that upon the plan implementation date, Richter would be
discharged as the Monitor and Interim Receiver and appointed as the Liquidator of
Distributionco and the Claims Administrator under the Final Plan. The transactions
contemplated by the Final Plan closed on December 31, 1999 (the “Plan Implementation

Date”).

J/A January 1, 2000 to December 31, 2006
(@) Post-Closing Plan Implementation Date Activities & Disputes

24, Immediately following the Plan Implementation Date, there were a large
number of post-closing transitional steps that had to be taken regarding the assets of
Eaton’s that were transferred to Distributionco. Distributionco also received Eaton’s
interest in a number of tax appeals under dispute, many of which involved Cadillac
Fairview Corporation Limited (“Cadillac Fairview”) as Eaton’s former co-venturer in
certain real estate ventures. Distributionco also took over Eaton’s shareholdings in a

number of subsidiary corporations in various degrees of operation.

25. Because Eaton’s had been operating in five retail locations pursuant to the
Operating Agreement until December 31, 1999, there were a large number of operational

transitional issues that had to be dealt with between Sears and Distributionco over the
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months following the Plan Implementation Date such as reconciling the operating
expenses incurred in respect of the Continuing Stores, reconciling funds advanced by
Sears to acquire merchandise for the Continuing Stores and assisting in the valuation and
payment for the merchandise which remained in the Continuing Stores when Sears took

over the Continuing Stores from the Agent.

(b) Claims Administration — Generally

26. As Claims Administrator under the Final Plan, Richter dealt with
numerous creditor inquiries leading up to the Claims Bar Date of February 15, 2000 and
administered the Claims Procedure with the assistance of certain former Eaton’s

employees retained on contract by Distributionco.

217. As of February 15, 2000, approximately 2,864 Class I Claims had been
filed with the Liquidator, including the Employee Omnibus Claim filed on behalf of
approximately 30,000 former employees and retirees. The Class I Claims were in the
aggregate amount of approximately $393 million. Included in the claims filed with the
Liquidator were approximately 832 claimants that filed either Proofs of Claim or Dispute
Notices with the Liquidator, advancing Claim amounts in excess of the liabilities
reflected in Eaton’s books and records. The aggregate difference between the amounts

claimed and the amounts shown on Eaton’s books was $254 million.

28. In accordance with the Claims Procedure between February 15 and 29, the
Liquidator and Fasken attempted to resolve as many claims as possible. However, claims
that were not resolved by February 29, 2000 were referred to one of several claims

officers for determination. Due to the large number of Claims that were disputed, the
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Liquidator was required to bring two motions to amend the Claims Procedure. By Order
made February 24, 2000, the date by which the Liquidator was required to accept or
dispute claims and to refer unresolved claims to claims officers was extended from
February 29, 2000 to March 31, 2000. In that same order, the date by which claims
officers were required to determine disputed or unresolved claims was extended from
March 31, 2000 to May 31, 2000. This latter deadline was further extended to July 14,

2000 by court order made June 1, 2000.

29. In total, 2,280 claims were either undisputed or resolved by the Liquidator
without resort to claims officers. Approximately 30 claims were referred to claims
officers for resolution and approximately 580 claims were withdrawn by the claimants.
The aggregate amount claimed by the Class I Creditors was $393 million. The aggregate

amount of the claims ultimately allowed by the Liquidator was $228 million.

(c) Resolution of Disputed Claims

30. The following is a brief summary of the resolutions reached by the Claims
Administrator, with the assistance of Faskens, in respect of certain larger disputed claims

that were filed by Class I Creditors.

31. 174616 Canada Inc., c.0.b. as “Furs by Vincenzo” (“Furs”) - Furs was

Eaton’s licensee for selling fur coats from boutiques in certain Eaton’s locations. Furs
submitted a Proof of Claim in the amount of $2,449,392 in respect of the termination of a
licence agreement by Eaton’s. The claim related to the interpretation of the termination
clause in the licence agreement and, in particular, whether it allowed Eaton’s to cancel

the licence on 180 days’ notice. On August 21, 2000, the claims officer ruled in favour
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of the Liquidator’s interpretation of the termination clause and limited Furs’ damages
claim to a 180-day period. On August 25, 2000, Furs appealed the claims officer’s
ruling. The appeal was dismissed on September 19, 2000. The Liquidator ultimately

admitted a claim by Furs in the amount of $300,000.

32. A F Carpet Service (“AF Carpet”) - AF Carpet was Eaton’s subcontractor

that provided carpet cleaning services to Eaton’s charge card customer base. AF Carpet’s
role was not continued with Sears, which had its own in-house carpet cleaning service.
AF Carpet filed a Dispute Notice for $4,124,000 in respect of the alleged repudiation of
the agreement between Eaton’s and AF Carpet. The claim was comprised of
approximately $2.6 million (revised to $2.2 million) for damages over the 26-month
period remaining in the initial term of the agreement and approximately $1.4 million for
damages for the renewal period of 18 months. On July 5, 2000, the claims officer found
that AF Carpet was entitled to damages for the 26 months remaining under the agreement
but was not entitled to damages for the renewal period. The claims officer directed that
damages should be calculated based on AF Carpet’s historic profits. The Liquidator
appealed the claims officer’s decision on the issue of the methodology for calculating
damages. Before the appeal was heard, the Liquidator and AF reached a settlement

whereby the Liquidator admitted the claim by AF for $1.5 million.

33. E.A. Salons Inc. (“EA Salons”) - EA Salons operated beauty salons as a

licensee of Eaton’s from boutiques located in certain Eaton’s stores. This arrangement
was not continued with Sears. EA Salons advanced a claim in the amount of $6,835,395

in respect of Eaton’s breach of the licence agreement entered into with EA Salons. The
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Liquidator and EA Salons both engaged independent valuators and utlimately agreed that
the claim would be admitted in the amount of $3,500,000. This was approved on July 13,

2000 at a hearing before a claims officer.

34. Directors’ Claim - The directors’ claim was submitted on behalf of 15

directors. There were two aspects to the directors’ claim, including: (i) an indemnity
claim for $12,350,451 with respect to a 1997 action commenced by Iberville
Developments Limited (“Iberville”); and (ii) pension and health care claims for $7
million which were grossed up to $14 million to account for the negative tax implications
of paying the dividend in a lump sum as opposed to over time. The indemnity claim was
withdrawn as it was released as part of Plan Implementation. The pension portion of the
claim was admitted for 75% of the amount claimed by each individual director, resulting

in a total claim of $9.9 million.

35. IBM Canada Ltd. - IBM provided technology outsourcing and support for

Eaton’s. The arrangement was not continued with Sears. The Liquidator sent IBM a
Notice of Distribution Claim in the amount of $2,351,545. IBM submitted a Dispute
Notice for $8,563,117 for damages for breach of contract. The Liquidator admitted the
claim in the approximate amount of $7.5 million. The Liquidator was also involved in
negotiations with IBM for approximately three months to finalize the terms under which

IBM would continue to provide technology services while the claim was being reviewed.

36. Viking Rideau Corporation (“VR) — VR filed a claim with the Liquidator

for $20,604,820 relating to a negotiated settlement with Sears in respect of a rent

reduction and tenant’s inducements that took effect after the Plan Implementation Date.
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VR was not owed anything at the time of Eaton’s filing. The claims officer ruled against
VR’s claim. VR appealed the Claims Officer’s decision and the appeal by VR was

dismissed.

37. Other Landlord Class I Claims — There were a number of claims advanced

by landlords, including the landlords of West Edmonton Mall, Bower Place, Gentra
Londonderry and Atlantic Shopping Centres, in the approximate amount of $15 million
for damages arising out of the repudiation of Eaton’s leases. Following negotiations with
these parties, the Liquidator ultimately admitted all of these landlord claims for

approximately $3.0 million in aggregate.

38. National Retail Credit Services - NRCS asserted three claims under the

Claims Procedure, including (a) an unsecured claim for damages in the amount of $35.8
million for the repudiation by Eaton’s of a card license and services agreement; (b) an
unsecured deficiency claim in ‘the maximum amount of $10 million in the event of a
deficiency in the secured portion of the Warranty Claim (as defined below); and (c) a
secured claim in the amount of $41.5 million together with interest thereon pursuant to a
purchase agreement between Eaton’s and Norwest (the “Warranty Claim”). On May 20,
2000, the Liquidator and NRCS entered into a settlement agreement with respect to the
claims asserted by NRCS. In accordance with the terms of the settlement agreement, the
Liquidator agreed to pay NRCS the sum of $7,125,000 in full satisfaction of the
unsecured claims by NRCS. This amount was in addition to the payment of $21.25

million that the Liquidator made in respect of the undisputed portion of NRCS’s secured
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Warranty Claim. On July 27, 2000, the settlement between the Liquidator and NRCS

was approved by this Honourable Court.

39. Omnibus Employee Claim - The Omnibus Employee Claim contained 20
components and totalled $162,282,103. It was filed on behalf of approximately 30,000
former employees and retirees. The Omnibus Employee Claim raised a number of novel
issues, the most notable of which were: (i) the retiree discount claim; (ii) the tax gross-up
claim and (iii) the entitlement to health benefits, career counselling, long term disability
and unfunded pension benefits. Following extensive negotiations over more than two
years between the Liquidator, Fasken and KM, as representative counsel to the parties to
the Omnibus Employee Claim and appearances before the claims officer and this
Honourable Court, the claim was admitted by the Liquidator in the approximate amount
of $120,000,000. Since 2000, the Liquidator has received tens of thousands of inquiries
per year from former employees and retirees in respect of the Employee Omnibus Claim.
In addition, the Liquidator has had to deal with the transfer of claims to estates of
deceased former employees, respond to inquiries regarding the tax consequences of the
dividends and provide information to former employees and various government

agencies, including HRDC, regarding the status of claims and future realizations.

40. Supplier Damages Claims — Thirteen inventory suppliers submitted

damages claims based on purchase orders and “worksheets” in an aggregate amount of
approximately $13,577,282.19 (this does not include the claims submitted by Modes
Alto-Regal operating as Ralph Lauren/Polo (“Polo”) and Jones Apparel Group Canada

Inc. (“Jones”) that are discussed in paragraph 45 below). The purchase order claims
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related to damages allegedly suffered when Eaton’s delivered a purchase order for the
supply of merchandise but the goods were never shipped to Eaton’s because of its
insolvency. The worksheet claims related to goods that were manufactured pursuant to
worksheets delivered to Eaton’s but in respect of which Eaton’s did not deliver a
purchase order to the supplier. The Liquidator admitted a number of the claims based on
purchase orders but on a discounted basis to reflect, inter alia, the obligation of the
supplier to mitigate their damages and the uncertainty about the existence and terms of
the alleged purchase order contract with Eaton’s. The Liquidator disallowed all of the
claims based on worksheets on the basis that there was no contract with Eaton’s, there
was ample time for the supplier to fully mitigate any losses and no damages were proven.
In total, the Liquidator admitted the supplier damages claims in the amount of

$9,968,314.

41. Thomas Cook Group Canada Ltd. (“Thomas Cook”) — Thomas Cook

operated the Eaton’s travel agency under a license agreement. The agreement was not
continued with Sears. The claim by Thomas Cook was for $6,880,567 in respect of
damages for breach of contract. There were approximately 15 components to the claim.
The main issue in the claim involved the interpretation of the definition of “closing costs”
in certain contracts. Thomas Cook took the position that “closing costs” included all lost
future profits. The Liquidator took the position that Thomas Cook’s contract had expired
(or was close to expiring) and it did not have entitlement to the amount claimed. On
October 5, 2000, the parties appeared before a claims officer who determined that

Thomas Cook was entitled to submit a claim and ordered the parties to negotiate a
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settlement based on that entitlement. The Liquidator settled this matter, by admitting a

claim in the amount of $2,017,055.

42. Towers Perrin Inc. (“Towers Perrin”) - Towers Perrin submitted a

cohtingent unsecured claim in the amount of $2.07 million based on a potential shortfall
in the Eaton’s pension plan. As of December 2001, it became clear that the likelihood of
any claim being advanced against Towers Perrin in respect of a shortfall in the Eaton’s
pension plan was negligible. Despite this, Towers Perrin would not withdraw its claim
against Eaton’s. On February 14, 2003, the Liquidator sought and obtained approval

from this Honourable Court to have the Towers Perrin claim valued at $0.

43. Treasurer of Ontario - The Liquidator issued a Notice of Distribution

Claim to the Treasurer of Ontario in the amount of $3,539,326 in respect of unpaid
provincial sales tax. The Treasurer of Ontario filed a Dispute Notice for $7,251,377.

The Liquidator admitted the claim in the amount of $5,736,301.

(d) Motions to Lift the Claims Bar Date

44, The Liquidator dealt with motions by Comdisco Canada Ltd., CTV
Television Inc., GE Capital Canada Leasing Services Inc., Polo and Jones to lift the
Claims Bar Date. As a result of these motions, the Liquidator admitted additional claims

in the approximate amount of $1.3 million (not including the claims by Polo and Jones).

45. In May of 2000, both Polo and Jones filed motions to lift the Claims Bar
Date to allow them to assert additional claims for (i) “business losses” for purchase order

claims in the amount of $1,310,069 and $3,086,401, respectively, and (ii) worksheet
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claims in the amount of $1,442,226 and $4,226,677, respectively. Polo and Jones did not
include these claims in their Dispute Notices because Polo alleged that they had been
advised that the Claims Administrator was not accepting claims for “business losses.”
On July 4, 2002, the Polo motion was heard and Polo was given time to file a Further and
Amended Dispute Notice. The Liquidator admitted Polo’s additional claim for
$2,000,000. On March 16, 2004, the Jones motion was heard and Jones was given time
to file a Further and Amended Dispute Notice. The Liquidator admitted Jones’ additional

claim for $1,900,000.

(e) Real Property Realizations

Hamilton Eaton Centre

46. Eaton’s owned the Hamilton Eaton Centre (“HEC”), which it leased to a
wholly-owned subsidiary, HEC Leaseholds Limited (“Leaseholds”). On the Plan
Implementation Date, Eaton’s interest in HEC and Leaseholds was acquired by
Distributionco. On February 17, 2000, the Liquidator entered into an agreement of
purchase and sale with Rosten Investments Ltd. (“Rosten”) for HEC and Distributionco’s
shares of Leaseholds for $3,500,000. The Liquidator also agreed to the sale of certain

fixtures and related equipment to Rosten for $100,000.

47. On May 4, 2000, the Liquidator brought a motion and obtained approval
of the sale of HEC and Distributionco’s shares of Leaseholds to Rosten. The sale closed
in escrow on June 7, 2000 with the conveyance registered on June 8, 2000. The total sale

proceeds after adjustments were approximately $3.2 million.
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48. In April 2001, the Liquidator commenced an appeal of the realty tax
assessments in respect of HEC for the 1998 to 2000 tax years. The appeal was based on
the actual market price of the HEC property, as established by the sale in 2000, versus the
market price assigned to the property by the Ontario Property Assessment Corporation.
The expected recoveries ranged from $400,000 to $700,000. The Liquidator settled the

appeal for approximately $1.0 million.

Cornwall Centre Shopping Mall and Cornwall Centre Limited

49. Distributionco had a 50% undivided interest in the Comwall Centre
Shopping Mall (the “Mall”) and a 50% shareholding in Comwall Centre Limited (the
“Shareholdings™). Cadillac Fairview held the other 50% interest in the Mall and the

Shareholdings and had a right of first refusal with respect to any proposed sales thereof.

50. The Liquidator had originally been close to entering into an agreement of
purchase and sale with ENA Realty Group Limited for a purchase price of $23.5 million,
however, a significantly better offer of $26 million was received from RioCan Real
Acquisitions Inc., as agent for RioCan Real Estate Investment Trust (“RioCan”). On
September 22, 2000, the Liquidator and RioCan entered into an agreement of purchase

and sale that remained conditional for a 60-day period.

51. On October 31, 2000, the Liquidator brought a motion and obtained
approval for the sale to RioCan or to Cadillac Fairview, in the event that Cadillac
Fairview exercised its right of first refusal on the purchase of the 50% interest in the Mall
and the Shareholdings. The motion was opposed by Cadillac Fairview on the basis that

the court ought not to approve the agreement with RioCan until its various conditions had
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been waived. On November 17, 2000, Cadillac Fairview exercised its right of first

refusal and, as a result, the Liquidator had to pay a $250,000 break fee to RioCan.

52. Prior to the closing of the transaction, the Liquidator prepared a motion for
advice and direction with respect to the appropriateness of a proposed capital expenditure |
that Cadillac Fairview included on the statement of adjustments for possible future
equipment to be installed in the mall parking lot. This issue was settled without the
necessity of proceeding with the motion. As a result, the sale closed on February 22,
2001 and generated gross proceeds of approximately $27 million. After the payment of
inducements and the repayment of the amounts owing under the first and second
mortgage, the sale produced net realizations of approximately $6.0 million to

Distributionco.

Guildford Shopping Centre Lands

53. Distributionco had a fee simple interest in the former Eaton’s department
store and related vacant land that formed part of the Guildford Shopping Centre in
Surrey, British Columbia (the “Guildford Lands”). Eaton’s had subleased a portion of
the vacant land to Chevron Canada Limited under a sub-sublease made at the time that
Eaton’s held a sublease of the Guildford Lands. The sublease was repudiated on the Plan
Implementation Date. On August 18, 2000, the Liquidator entered into an agreement of
purchase and sale for the Guildford Lands with Cambridge Shopping Centre Limited
(“Cambridge”) for a purchase price of $750,000. The sale closed on September 22, 2000

and generated net proceeds of approximately $710,000.
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Lachenaie, Quebec

54. Distributionco had an undivided 1/3 fee simple interest in 107 acres of
vacant land located in Lachenaie, Quebec (the “Lachenaie Lands”). On October 10,
2000, the Liquidator entered into an agreement of purchase and sale with 168814 Canada
Inc., a subsidiary of Westcliff, for a purchase price of $465,930 (based on a price of 30¢
per square foot). The sale closed on November 8, 2000 and produced net proceeds of
approximately $420,000. On closing, the co-owner of the Lachenaie Lands delivered a
release to Distributionco in respect of its obligations under the co-ownership agreement

that Faton’s had entered into in November 1992,

Toronto Warehouse Lands

55. Eaton’s owned two industrial buildings comprising 1,200,000 square feet
on approximately 82 acres of land located at 2233 Sheppard Avenue West, Toronto (the
“Toronto Warehouse Lands”). A portion of the Toronto Warehouse Lands was leased to
Sears by Distributionco on January 13, 2000 (the “Sears Lease”). NRCS had a first
mortgage on the Toronto Warehouse Lands in the approximate principal amount of $18

million.

56. On August 31, 1999, Eaton’s entered into an agreement of purchase and
sale with 1368622 Ontario Inc. (now Talisker (Sheppard & 400) GP Inc.) (“Talisker”) for
a purchase price of $19,750,000. On December 9, 1999, Eaton’s applied for and obtained

court approval for the sale of the Toronto Warehouse Lands to Talisker. On December

‘30, 1999, Eaton’s assigned its interest in the Toronto Warehouse Lands and in the

agreement of purchase and sale to Distributionco. On March 31, 2000, the sale of the
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Toronto Warehouse Lands to Talisker was completed. The Sears Lease was assumed by
Talisker on closing. The sale resulted in net proceeds of $18,729,993. Of these funds,
$18,084,681 was paid to NRCS in respect of its first mortgage and the settlement referred

to in paragraph 38 above.

Winnipeg Warehouse — Mortgage Receivable

57. On October 13, 2000, a refinancing of a vendor take back mortgage from
the sale of Eaton’s Winnipeg warehouse was completed. As a result, the Liquidator
received $9,979,357, which represented the full principal and interest owing as of the

closing date.

Scarborough Morteage Receivable

58. On September 5, 2000, a refinancing of a vendor take back mortgage from
the sale of vacant land in Scarborough was completed. As a result, the Liquidator
received $755,187, which represented the full principal and interest owing as of the

closing date.

Edmonton Warehouse Lease

59. Eaton’s had a leasehold interest in the property located at 13410 St. Albert
Trail, Edmonton, Alberta (the “Edmonton Warehouse Lease”). As part of the
restructuring, Eaton’s assigned the Edmonton Warehouse Lease to a wholly-owned
subsidiary of Eaton’s, 1368058 Ontario Inc. (“Ontario”). On the Plan Implementation

Date, the sole share of Ontario was transferred to Distributionco.
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60. The Liquidator determined that the best course of action to realize on the
Edmonton Warehouse Lease would be to proceed to market the share of Ontario and/or
the Edmonton Warehouse Lease on the basis that the Liquidator would obtain the consent
of the landlord to the assignment or sale. Following initial discussions with the
Liquidator, the landlord alleged that the assignment to Distributionco was without its
consent and in violation of the terms of the lease. Thereafter, discussions commenced
with the landlord regarding its purchase of the Edmonton Warehouse Lease. The initial
offers received from the landlord were significantly lower than market value and, as a
result, the Liquidator commenced negotiations with another prospective purchaser. On
January 30, 2001, the Liquidator entered into an agreement of purchase and sale with

Western Spirit Investments Ltd. (“Western Spirit™).

61. On January 10, 2001, the landlord brought an application in Alberta for a
declaration that the lease was forfeited when Eaton’s violated the terms of the lease and
made the assignment to Distributionco. On the same date, the Liquidator brought a
motion in Ontario for a declaration that Ontario was the proper forum for determining all
issues relating to the implementation of the Final Plan and staying the application brought

by the landlord in Alberta. Both the application and the motion were adjourned sine die.

62. Following lengthy negotiations with the landlord, on October 31, 2001,
the Liquidator, Ontario and Western Spirit entered into a settlement agreement and the
Liquidator paid Western Spirit a break fee. Thereafter, on January 30, 2002, the
Liquidator, Ontario and the landlord entered into a settlement agreement and the landlord

paid the Liquidator $827,549 for the purchase of the Edmonton Warehouse Lease. As
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part of the settlement, the landlord’s application was discontinued and the Liquidator’s

application was abandoned on consent.

Pacific Centre and 250 Yonge Street

63. On December 17, 1999, pursuant to an Order of this Honourable Court,
Eaton’s paid Cadillac Fairview $4,034,389, on a without prejudice basis, in respect of
disputed property taxes and other taxes claimed by Cadillac Fairview on the Pacific
Centre Shopping Centre in Vancouver. The Liquidator settled the dispute with Cadillac

Fairview in 2001 and Cadillac Fairview paid the Liquidator the amount of $2,450,000.

64. Distributionco and the Liquidator asserted claims against Cadillac
Fairview for (i) claims to realty tax rebates for the years 1991 to 1997 in respect of 250
Yonge Street and (ii) claims to escrow funds held by Cadillac Fairview in respect of the
premises formerly leased by Eaton’s at the Pacific Centre Shopping Centre, 250 Yonge
Street and the Eaton Centre. In respect of these claims, the Liquidator collected

approximately $850,000 from Cadillac Fairview.

St. Vital Shopping Centre

65. Eaton’s interest in the St. Vital Shopping Centre in Winnipeg was sold to
Cambridge in 1985. On November 14, 2002, the Liquidator received a final adjustment

from that sale in the amount of $85,003 from Cambridge.

Les Developments Iberville

66. Distributionco had certain unregistered co-ownership rights in parcels of

vacant land located in the Province of Quebec. The rights were sold to Iberville, the co-
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owner, for $402,000 on September 30, 2003 pursuant to an agreement of purchase and
sale. The agreement provided that if the vacant land was resold within two years,
Iberville would pay Distributionco 50% of the amount by which the sale price exceeded a
specified threshold. The Liquidator became aware that the vacant land to which the
additional price provisions related was subject to successive sale transactions at different
prices which triggered the additional price provisions of the September 30, 2003

agreement.

67. The Liquidator took the position that the last sale transaction in the
successive transactions was the appropriate benchmark for calculating the increased price
component of the agreement. After extensive discussions the Liquidator and Iberville

agreed to settle the dispute for a payment of approximately $1.7 million by Iberville to

Distributionco.
o) Miscellaneous Asset Realizations
68. The Wind-up of Crestmore Limited (“‘Crestmore”) - Crestmore was an

insurance company in Bermuda that was a wholly-owned subsidiary of Eaton’s. Initially,
the Liquidator was advised by the contracted managers of Crestmore that the company
would be of limited value on a wind-up or sale, due to the terms of its agreement with
Eaton’s, under which Crestmore provided optional insurance to holders of Eaton’s credit
cards (e.g., insurance that would pay any card balance outstanding on a cardholder’s
death), as well as various reinsurance contracts. Fasken disagreed with the managers’
interpretation of the agreement. As a result, Bermuda counsel were consulted and they

agreed with Fasken. After extensive negotiations with various insurance companies to
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settle Crestmore’s outstanding reinsurance policy liabilities, the surplus flowing back to

Distributionco on the wind-up of Crestmore was approximately $1.7 million.

69. Sale of The T. Eaton Drug Company Limited (“Eaton Drug”) — Eaton
Drug was a former pharmacy entity incorporated in the 1950’s. Eaton Drug was an
inactive subsidiary when its shares were transferred to Distributionco on the Plan
Implementation Date. Eaton Drug had been “grandfathered” under certain legislative
changes that now provide that a corporation cannot own or operate a pharmacy unless a
majority of each class of shares of the pharmacy are owned by and registered in the name
of pharmacists. The Liquidator sold the shares of Eaton Drug to Shoppers Drug Mart

Limited.

70. Eaton Superannuation Plan for Designated FEmployees (“ESP”) -
Distributionco entered into a surplus sharing agreement (the “SSA”) with the member
representatives and members’ counsel which outlined the manner in which the surplus
assets of the ESP would be distributed. The SSA provided that the surplus would be
withdrawn and shared between Eaton’s, Distributionco and the ESP members. The assets
of the ESP were held under a trust arrangement (the “ESP Trust”) which needed to be
varied to permit the distribution to Eaton’s Distributionco and the ESP members. On
April 22, 2002, the Liquidator brought a motion for approval of the SSA and brought an
application under the Variation of Trusts Act (Ontario) to vary the ESP and the ESP Trust
in order to implement the SSA. The relief sought by the Liquidator was granted and
thereafter, Distributionco received approximately $354,700, representing its share of the

surplus of the ESP.
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(g) Tax Issues

GST/HST on Landlord Creditor Distributions

71. On July 26, 2004, the Liquidator brought a motion relating to the
distribution of $771,485.00 on account of GST/HST to the landlord creditors (i.e. the
Class II Creditors). The Canada Revenue Agency (“CRA”) denied Distributionco’s
claim to recover this amount as input tax credits on the basis that section 182(1) of the
Excise Tax Act (the “ETA”) deemed the money to be paid by Eaton’s not Distributionco
and, as such, Distributionco was not entitled to the GST/HST refund. Distributionco took
the position that even if section 182(1) of the ETA applied, the right to the input tax
credits had been transferred to and had vested in Distributionco pursuant to the terms of
the CCAA Order and the Transfer Agreement. The Liquidator and the CRA settled the
matter by having the CRA unilaterally reassess Sears (as the successor to Eaton’s) to
provide the $771,485.00 in input tax credits to Sears, and on August 9, 2004,

Distributionco received from Sears a cheque in the amount of $771,485.00.

Challenge to Ability to Claim Input Tax Credits

72. The CRA also challenged Distributionco’s right to claim input tax credits
generally in respect of the GST/HST payable by Distributionco on the expenses it

incurred, and in particular the GST/HST on the professional fees incurred.

73. The CRA took the position that, despite the fact that Distributionco had
acquired the bulk of the assets and the compromised liabilities of Eaton’s pursuant to the

CCAA Otrder, Distributionco’s activity of liquidating the assets and distributing the
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proceeds to the creditors constituted, in part, the provision of a financial service for

GST/HST purposes.

74. Distributionco was of the view that it was not engaged in providing any
financial services but was liquidating the former assets of Eaton’s that had been
transferred to it and was paying the corresponding liabilities that had been assumed by it
pursuant to the CCAA order, and therefore was entitled to recover as input tax credits

100% of all GST/HST that was payable by it on the expenses it incurred.

75. The CRA reassessed Distributionco’s GST returns and denied 52% of the
total GST/HST that Distributionco had claimed as input tax credits on the basis that 52%

of the expenses it incurred related to the provision of financial services.

76. Distributionco objected to and subsequently appealed the CRA’s
reassessments to the Tax Court of Canada. Following completion of examinations for
discovery, this issue was settled on the basis that Distributionco was entitled to recover
75% of the GST/HST that was payable by it. The CRA’s initial position was that it was

only entitled to 48%; Distributionco’s position was that it was entitled to 100%.

77. For the period November 1999 to September 2005, Distributionco had
claimed $1,842,050 as input tax credits in respect of GST/HST payable by it during the
same period. The CRA had initially denied 52% of that amount, allowing Distributionco
to recover only 48% of that amount or $884,186. As a consequence of the settlement
with the CRA to allow 75% of the GST/HST payable as ITCs, the CRA increased the

GST/HST recoverable by Distributionco for this period by an additional $497,352.
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Accordingly, of the $1,842,050 in GST/HST payable by Distributionco during this

period, Distributionco recovered $1,381,538 of that amount as input tax credits.

1II.  ACTIVITIES OF THE LIQUIDATOR SINCE DECEMBER 2006

(a)  Eighth Interim Distribution

78. Up to December 22, 2006, the Liquidator had obtained approval from this
Honourable Court to make eight interim distributions to Class I Creditors, totalling in
aggregate 52 cents on the dollar of their Class I Distribution Claims, inclusive of the

eighth distribution. A summary of the first eight interim distributions is as follows:

Date of Distribution Order Amount Approximate Aggregate
Dollar Amount
May 25, 2000 20 cents on the dollar $45,701,852
December 1, 2000 11 cents on the dollar $25,136,018
June 6, 2001 5 cents on the dollar $11,425,463
December 4, 2001 4 cents on the dollar $9,140,370
May 15, 2002 6 cents on the dollar $13,692,555
December 16, 2003 2 cents on the dollar $4,564,185
December 10, 2004 2 cents on the dollar $4,564,185
December 22, 2006 2 cents on the dollar $4.564.185

TOTAL

$118,788,813

(b) Treatment of Creditors with Unclaimed Dividend Cheques

December 22, 2006 — Eighth Interim Distribution Order

79. A copy of the Order of this Honourable Court dated December 22, 2006
(the “Eighth Interim Distribution Order™) is attached hereto as Appendix “B”. As of

December 15, 2006, there were approximately $2.3 million in uncashed dividends to
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Class I Creditors, representing 14,600 cheques issued to approximately 7,300 creditors
(the “Unresponsive Class I Creditors”) from the first through seventh interim
distributions. The majority of the cheques had been returned to the Liquidator by Canada

Post; others were never cashed within six months of their issuance.

80. The Eighth Interim Distribution Order set out a protocol for the Liquidator
to follow in an attempt to locate the Unresponsive Class I Creditors. On January 19,
2007 and February 19, 2007, the Liquidator placed advertisements in The Globe and Mail
(National Edition) and La Presse newspapers directing the Unresponsive Class I
Creditors to provide the Liquidator with a current mailing address on or before July 13,
2007. The Unresponsive Class I Creditors who failed to provide their addresses by the
deadline forfeited their rights to receive the eighth distribution and any amount held by
the Liquidator in respect of previous distributions. All amounts so forfeited were to be
returned to the Class I Creditor pool to be shared pro rata among the other Class I

Creditors by subsequent distribution.

81. Approximately 5,880 Unresponsive Class I Creditors were located and an
aggregate amount of approximately $800,000 was distributed to them in respect of the
eighth and previous distributions. The Liquidator also reviewed its records to determine
whether there were Unresponsive Class I Creditors who had cashed their cheques in
respect of the eighth interim distribution but had uncashed cheques from previous
distributions. As a result of this review, the Liquidator re-issued 169 cheques in the
aggregate amount of $311,000 (which is included in the $800,000 referred to in

paragraph 81 above).
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82. In accordance with the Fighth Interim Distribution Order, the Liquidator
has maintained its website and telephone hotline which was set up for the Unresponsive
Class I Creditors. Since July 13, 2007, 440 of the Unresponsive Class I Creditors have
provided updated information to the Liquidator. As set out in the Eighth Interim
Distribution Order, these creditors would be entitled to their pro rata share of only the

final distribution.

83. In an attempt to distribute the maximum amount to the creditors, the
Liquidator has completed a final review of the creditors with unclaimed dividend cheques
from the first through eighth distributions and in the event that the cheques were in the
amount of $5,000 or more and were payable to a known creditor, the Liquidator located
that creditor, if possible, and re-issued the cheque. The Liquidator was able to locate 15

creditors representing approximately $158,000.

84. As a result of the above-noted review of unclaimed dividends, the
Liquidator is aware of 739 Class I Creditors whose first uncashed dividend cheque was
the cheque sent out for the eighth interim distribution. This amounts to $147,000. The
Liquidator recommends that those creditors’ rights to the eighth and final distributions be

forfeited. The Liquidator has taken this position for the following reasons:

(a) The Liquidator, as required by the Eighth Interim Distribution Order,
placed advertisements in The Globe and Mail (National Edition) and La
Presse requesting that creditors provide updated addresses to the

Liquidator;
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(b) The most likely reason for a cheque not being cashed by a creditor is that
the creditor has moved and has not provided the Liquidator with an

updated address;

(©) The Liquidator, as set out by the Eighth Interim Distribution Order, is not
required to take any further steps to locate the missing Class I Creditors;

and

(d) The costs incurred by the Liquidator in attempting to locate new addresses
for the eighth interim distribution were estimated to exceed $300,000 and

resulted in the distribution being completed over a 12 month period.

85. The aggregate amount of unclaimed distributions which now forms part of

the proposed final distribution is approximately $1,454,500.

May 15, 2002 — Fifth Interim Distribution Order

86. On May 15, 2002, the Liquidator sought and obtained an order in respect
of the fifth interim distribution (the “Fifth Interim Distribution Order”). At the same
time, the Liquidator sought an order in respect of the 1,552 Class I Creditors who had not
cashed their distribution cheques for the first through fourth distributions. The majority
of the Class I Creditors whose cheques were returned to the Liquidator were former
employees (the “Missing Claimants”). The Liquidator was authorized to retain KM, as
representative counsel to the former employees to attempt to locate the Missing
Claimants. KM was authorized to expend $50 plus applicable taxes (the “Approved
Expense Amount”) per Missing Claimant and this expended amount would be deducted

from the dividend amount (the “Net Dividend Amount”) if the Missing Claimant was
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ultimately found and a dividend paid. A copy of the Fifth Interim Distribution Order is

attached hereto as Appendix “C”.

87. The Fifth Interim Distribution Order also provided as follows:

(a) Where a Missing Claimant cannot be located after the depletion of the
Approved Expense Amount, the Net Dividend Amount shall be paid by
the Liquidator to the Public Trustee in accordance with section 234(1) of

the OBCA prior to the discharge of the Liquidator; and

(b) Where a Missing Claimant’s aggregate unpaid dividends total less than
$150, such dividends shall be paid by the Liquidator to the Public Trustee
in accordance with section 234(1) of the OBCA prior to the discharge of

the Liquidator.

88. KM located 178 of the Missing Claimants but was unable to locate the
remainder of the Missing Claimants. The Liquidator re-issued the cheques to the Missing
Claimants that KM had located, however, the majority were returned to the Liquidator or
were not cashed. As a result, the amount of unclaimed cheques for the first through
fourth distributions for the former employees is approximately $299,800 and for trade

creditors is approximately $204,000.

&9. It was the Liquidator’s intention in the Eight Interim Distribution Order
that any Class I Creditor that did not provide updated contact information to the
Liquidator by the July 13, 2007 deadline would forfeit their rights to the first through
eighth distributions. To the extent that the Missing Claimants did not provide updated

contact information by July 13, 2007, the Eighth Interim Distribution Order extinguished
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the rights of the Missing Claimants to the funds for the first through fourth distributions.
The Liquidator seeks to amend the Fifth Interim Distribution Order to delete the
provisions summarized in paragraph 87 above. As a result, with the permission of this
Honourable Court, the Liquidator will include the amount of approximately $503,800 in

the pool of Class I Creditors funds for the final distribution.

(c) Sears Variable Note and Participation Unit Holders

90. On May 15, 2008, the Liquidator sought and obtained approval from this
Honourable Court to transfer the residual amount of approximately $165,000 from the
bank account established by the Liquidator for the benefit of the former shareholders of
Eaton’s to the estate bank account established by the Liquidator for the benefit of the
Class I Creditors. The amount transferred to the estate account for the benefit of the
Class I Creditors consisted of approximately $65,000 of unclaimed shareholder
distributions, approximately $70,000 in interest earned and approximately $33,000 of

unused funds from a previously authorized reserve for fees.

(d) Realizations on Remaining Assets

91. At the commencement of the winding-up, the Liquidator obtained
additional liability insurance coverage which exceeded the coverage limits previously
held by Eaton’s. The policy required that the Liquidator deposit with the insurer $1.5
million in order to cover the Liquidator’s deductible from any insurance claim. On or
about January 15, 2008, the Liquidator was able to recover $1.2 million from the insurer,

which is now available for distribution to the Class I Creditors.

DM_TOR/212224-00917/2516144.5



-39

92. Since the commencement of the winding-up, the Liquidator has been in
possession of certain corporate memorabilia of Eaton’s and its related corporations,
including incorporating documents, corporate books and records and corporate seals.
The Liquidator sought information on the value of this memorabilia from Dirk Heinze of
Auction House Heinze & Co., who specializes in this type of historical documentation.
Mr. Heinze advised that although the corporate memorabilia has some historical
significance, its commercial value is negligible. As a result, the Liquidator will not be
taking any further steps to realize on the corporate memorabilia. The Liquidator intends
to offer all of the corporate memorabilia to the Public Archives of Ontario, the Public

Archives of Toronto and the Royal Ontario Museum (in that order).

(e) Outstanding Interest Payable & Input Tax Credits by CRA on GST Settlement

93. While the GST matter described in paragraphs 72 to 77 was resolved by
way of settlement between the CRA and Distributionco, the Liquidator is still waiting on
the CRA to (a) correctly determine the amount of interest payable under the ETA to
Distributionco in respect of the GST refund payable to Distributionco as a result of the
settlement (the Liquidator had determined that the amount of interest initially calculated
by the CRA was i error and that approximately $50,000 in additional interest was
payable by the CRA to Distributionco); (b) to reassess Distributionco’s GST reporting
periods ending after September 2005 to implement the settlement in respect of those
periods, and (c) to pay the net balance to Distributionco. The Liquidator has been in
contact with the CRA and the Department of Justice to encourage them to complete these
calculations and resulting payment forthwith. It is anticipated that the net balance

payable by the CRA to Distributionco will be less than $125,000.
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0] Revisions to Employee Omnibus Claim

94. The Employee Omnibus Claim included a “placeholder” claim of
approximately $1.00, that was inserted to deal with revisions to former employees’ and
retirees’ claims based on their claims to entitlement to certain benefits which were
discovered after the Claims Bar Date. KM has advised the Liquidator that there are 17
former employees who it has discovered have claims in respect of the certain portions of
the Employee Omnibus Claim which amount, in the aggregate to approximately
$225,000 in claims. Despite its best efforts, KM is unable to determine why the existence

of these claims has not come to light until now.

95. The Liquidator has confirmed that these employees were included in the
Class I Creditors to whom the Liquidator has sent distribution cheques in the past and
that they have not been paid in the respect of the claims of which KM has now advised
that they have an entitlement to. The Liquidator recommends that these former
employees should receive the first through eighth distributions and the final distribution

in respect of the revised claims.

1V.  APPROVAL OF A NINTH AND FINAL DISTRIBUTION

96. As a result of the Liquidator’s realization efforts and its resolution of the
Class I Claims filed, the Liquidator is in a position to make a ninth and final distribution
of approximately 1.7 cents on the dollar to the Class I Creditors. A list of the admitted
claims is contained in the Claims Summary attached hereto as Appendix “D”. In coming

to its conclusion about the amount available for distribution to Class I Creditors, the
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Liquidator took into account the ongoing and expected expenses relating to the

completion of administration of the liquidation of Distributionco.

97. The total dividend payable to Class I Creditors will be approximately 54
cents on the dollar, which amounts to approximately $122 million. In the Monitor’s
Distribution Analysis distributed to creditors at the time that the Final Plan was voted
upon, it was estimated that the total distribution to Class I Creditors would be
approximately $98.5 million, which was estimated to be a total dividend of

approximately 50.3 cents on the dollar.

98. The Liquidator has submitted the necessary documentation to the CRA to
obtain final clearance certificates under the Income Tax Act (Canada), the ETA, the
Corporations Tax Act (Ontario), An Act respecting the Quebec Sales Tax and the
Taxation Act (Quebec) for Distributionco in respect of all periods up to and including the
date of the final distribution. The Liquidator expects that the final clearance certificates
will be issued in the near future. The Liquidator will commence the ninth and final
distribution to the Class I Creditors as soon as it is in receipt of the final clearance

certificates.

V. UNCLAIMED DISTRIBUTIONS

99. As a result of the Liquidator’s efforts to locate missing creditors described
above, the Liquidator anticipates that it has current mailing addresses for the vast
majority of the Class I Creditors who will be receiving the final distribution. To the
extent that the cheques are returned to the Liquidator or not cashed within six months

from the date of the final distribution, the Liquidator will determine whether the creditors
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can be reasonably located and re-issue such cheques to those creditors. If the creditors
cannot be reasonably located, the Liquidator will remit the unclaimed distributions to the

Public Trustee in accordance with section 234(1) of the OBCA.

VI. DESTRUCTION OF BOOKS AND RECORDS

100. The Liquidator has in its possession approximately 2,300 boxes of Eaton’s
books and records (the “Eaton’s Books and Records”) not acquired or required by Sears.
The Liquidator has no interest in the Eaton’s Books and Records and does not require the

information contained therein.

101. The Liquidator also has in its possession approximately 700 boxes
documents in respect of its administration of the estate of Eaton’s while Richter was
acting in 1its capacity as Proposal Trustee, Interim Receiver and Monitor, the
administration of the claims procedure while Richter was acting in its capacity as Claims

Administrator and the liquidation of Distributionco (the “Estate Books and Records™).

102. The cost incurred by the Liquidator in continuing to store the Estate Books
and Records 1s approximately $2,500 per month and the cost of retrieving and destroying
the Eaton’s Books and Records and the Estate Books and Record will be approximately
$30,000. In light of the costs, the Liquidator recommends that the Estate Books and
Records be destroyed one year following the granting of the relief sought on the
Liquidator’s motion, or such other date as may be agreed to between the Liquidator and

the CRA or any other relevant taxing authority.
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VII. DISCHARGE OF THE LIQUIDATOR

103.

The Liquidator’s duties and obligations in respect of Distributionco are

almost complete. In order to complete the administration, the Liquidator will take the

following steps:

(2)

(b)

(©)

(@

(e)

®

(8)

File articles of dissolution of the inactive subsidiaries of Distributionco,
namely, The Eaton Travel Company Limited, Eaton’s Food Services
Limited, Eaton Travel Limited, 1368058 Ontario Inc., International Realty

Inc. and 682995 Ontario Limited;
Complete the final distribution to the Class I Creditors;

Remit any unclaimed dividends from the final distribution to the Public

Trustee;

Offer all of the corporate memorabilia to the Public Archives of Ontario,
the Public Archives of Toronto and the Royal Ontario Museum (in that

order);

File final federal and provincial income tax returns for Distributionco for
the period from January 1, 2008 to December 31, 2008 and, if necessary,

any further tax returns;

Receive the final net balance owing to Distributionco by the CRA in
respect of Distributionco’s GST account and verify the accuracy of the

CRA’s interest and net GST calculations; and

Files articles of dissolution in respect of Distributionco.
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104. The Liquidator anticipates that it will take approximately eight months
before the Liquidator will be in a position to file a discharge certificate with this

Honourable Court.

VIIl. APPROVAL OF FEES AND DISBURSEMENTS
(a) Fees of RSM Richter Inc.

105. From August 20, 1999 to May 31, 2008, the total fees billed by Richter
were $18,162,742.20, plus disbursements in the amount of $1,116,007.83, plus applicable
goods and services tax in the amount of $892,473.50. The total number of hours billed
was 76,940.83, resulting in an average hourly rate of $236.06. Summaries of the invoices
rendered by the Proposal Trustee, the Interim Receiver, the Monitor and the Liquidator
between August 20, 1999 and May 31, 2008, together with copies of the invoices are

attached hereto as Appendix “E”.

106. The rates charged throughout the proceedings are comparable to the rates
charged by other large accounting firms in the Toronto and Montreal market for the
provision of similar services during the relevant time periods. Attached hereto as
Appendix “F” is the Affidavit of Gus Tertigas swomn July 2, 2008 which sets out the
average hourly rates charged by personnel in Richter’s office in Toronto. Attached
hereto as Appendix “G” is the Affidavit of Eric Rodier sworn July 2, 2008 which sets out

the average hourly rates charged by personnel in Richter’s office in Montreal.
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(b)  Fees of Fasken Martineau DuMoulin LLP

107. From August 20, 1999 to May 31, 2008, the total fees billed by Fasken
were $4,935,639.00, plus disbursements in the amount of $142,915.49, plus applicable
goods and services tax in the amount of $352,830.91. The total number of hours billed
was 13,751.60, resulting in an average hourly rate of $358.91. Summaries of the invoices
rendered by Fasken, in its capacity as counsel to the Proposal Trustee, the Interim
Receiver, the Monitor and the Liquidator between August 20, 1999 and May 31, 2008,
together with copies of the invoices are included in the Affidavit of Edmond F. B. Lamek

sworn June 27, 2008 and attached hereto as Appendix “H”.

108. It is the Liquidator’s view that the fees and disbursements of Fasken are
fair and reasonable and accurately reflect the services provided by Fasken during the

course of these proceedings.

(c) Fees of McMillan LLP

109. From August 20, 1999 to May 31, 2008, the total fees billed by McMillan
were $1,086,722.75 (including a bonus of $50,000 in respect of the settlement achieved
in the Iberville matter which is discussed above), plus disbursements in the amount of
$60,069.60, plus applicable goods and services tax and provincial sales tax in the amount
of $170,392.14. Summaries of the invoices rendered by McMillan, in its capacity as
counsel to the Proposal Trustee, the Interim Receiver, the Monitor and the Liquidator
between August 20, 1999 and May 31, 2008, together with copies of such invoices are
included in the Affidavit of Max Mendelsohn sworn June 27, 2008 and attached hereto as

Appendix “T”.
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110. It is the Liquidator’s view that the fees and disbursements of McMillan are
fair and reasonable and accurately reflect the services provided by McMillan during the

course of the proceedings.

(c) Fees of Koskie Minsky LLP

111. KM was appointed as representative counsel for the former employees and
retirees of Eaton’s pursuant to an Order of this Honourable Court dated August 27, 1999.
The August 27, 1999 Order provides that KM’s fees and disbursements are to be paid by
and treated as though they had been incurred by the Interim Receiver (now Liquidator),
subject to court approval. From August 27, 1999 to May 31, 2008, the total fees billed by
KM were $3,712,486.90, plus disbursements in the amount of $684,623.96, plus
applicable goods and services tax and provincial sales tax in the amount of $299,172.17.
The total number of hours billed was 23,588.20, resulting in an average hourly rate of
$157.39. Summaries of the invoices rendered by KM, in its capacity as representative
counsel between August 27, 1999 and May 31, 2008, together with copies of such
invoices are included in the Affidavit of Alfred Esterbauer sworn July 2, 2008 and

attached hereto as Appendix “J”.

112. It is the Liquidator’s view that the fees and disbursements of KM are fair
and reasonable and accurately reflect the services provided by KM during the course of
the proceedings.

1, Fee Reserve

113. The Liquidator has established a reserve in the amount of $900,000,

representing $800,000 for professional fees to be incurred by the Liquidator, Fasken,
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McMillan and KM from June 1, 2008 to the date of the Liquidator’s discharge plus
$100,000 for miscellaneous expenses including the storage, destruction and
miscellaneous costs relating to the Eaton’s Books and Record and Estate Books and
Records. To the extent that the funds in the reserve have not been exhausted as of the
date that the Liquidator files its Discharge Certificate with this Honourable Court, the
Liquidator seeks approval from this Honourable Court to transfer the funds to Richter as
a “bonus” in recognition of the results achieved by Richter, in its capacity as Liquidator
on the liquidation of Distributionco, which have resulted in materially greater

distributions than anticipated for the Class I Creditors.

RECOMMENDATION

114. The Liquidator respectfully recommends that this Honourable Court grant

the relief sought in paragraph 2 above.
All of which is respectively submitted this 2nd day of July, 2008.

RSM RICHTER INC.
in its capacity as Liquidator of Distributionco Inc.

A s T

DM_TOR/212224-00917/2516144.5



—

Date. Where the Creditor does not deliver to Eaton’s by such date a completed Notice of Dispute of
Valuation for Voting Purposes, then the Creditor shall be deemed to have accepted the Creditor’s Claim or
Interim Period Claim as set out in the Notice of Voting Claim, which Creditor’s Claim or Interim Period
Claim shall be treated as a Voting Claim for voting purposes under the Plan.

Commencing on October 7, 1999, Eaton’s shall publish the Notice to Creditors substantially in the form
attached as Schedule “3” hereto, for a period of two consecutive Business Days in the Globe & Mail
(National Edition), National Post, La Presse, and the Wall Street Journal (National Edition). The Notice to
Creditors shall provide that any Creditor of Eaton’s who has not received a Notice of Voting Claim, must
provide notice of that Creditor’s Claim or Interim Period Claim to Eaton’s by no later than 11:59 p.m.
(Toronto time) on October 13, 1999 which notice shall include particulars as to the Creditor’s name, address
and facsimile number, in order to be able to.vote on the Plan. Eaton’s shall send by facsimile or courier to
each such Creditor, a Proof of Claim in substantially the form attached as Schedule “4” and the Instruction
Letter for Voting Purposes in substantially the form attached as Schedule “5” as soon as practicable. Such

Creditor’s Proof of Claim must be returned to Eaton’s by no later than the Voting Claims Bar Date unless
Eaton’s othérwise agrées or this Court otherwise orders.

A Creditor that does not receive a Notice of Voting Claim and that does not file a Proof of Claim by the

Voting Claims Bar Date shall not be entitled to vote at any Creditors’ meeting in respect of the Plan unless
Eaton’s otherwise agrees or this Court otherwise orders.

Notwithstanding any other provision in this Claims Procedure, Koskie Minsky as Court-appointed counsel
to the Employee Representative, shall, on behalf of the Employee Representative, deliver to Eaton’s by the
Voting Claims Bar Date an Omnibus Proof of Claim (Employees) for all present-and former employees of
Eaton's. In addition, the Employee Representative shall be given an omnibus proxy for voting purposes for
all former and present employees of Eaton’s. The Omnibus Proof of Claim (Employees) and the omnibus
proxy for voting purposes shall be without prejudice to the ability of any former or present employee to file
his or her own Proof of Claim by the Voting Claims Bar Date and to appear in person or by proxy at a
Creditors’ meeting to approve the Plan. In the event that an employee files his or her own Proof of Claim,

the Omaibus Proof of Claim (Employees) and.the omnibus proxy for voting purposes shall be reduced or
revised accordingly. The omnibus proxy for voting purposes shall be counted for the total number of
individual employees voting and the total value of their Claims and Interim Period Claims,

On or about October 12, 1999, Eaton’s shall mail its Management Information Circular, in connection with
the Plan, to Known Creditors and to Known Interim Period Creditors. Eaton’s shall also provide a copy of

the Management Information Circular (once mailing of same has commenced) to those Creditors to whom
Eaton’s provides a Proof of Claim in accordance with paragraph 4 hereof.

Eaton’s, with the assistance of the Monitor, shall review all Notices of Dispute of Valuation for Voting
Purposes and all Proofs of Claim, including the Omnibus Proof of Claim (Employees), received by the
Voting Claims Bar Date and shall accept, revise or reject the amount of each Claim and Interim Period
Claim set out therein for voting purposes under the Plan. Eaton’s shall by no later than 11:59 p.m, (Toronto
time) on October 29, 1999, notify each Creditor who has filed a Notice of Dispute of Valuation for Voting
Purposes or & Proof of Claim if such Creditor’s Claim or Interim Period Claim as set out theréin has been
revised or rejected, and the reasons therefor, by sénding on or before ‘October 29, 1999 by facsimile or
courier a-Notice of Revision or Disallowance for Voting Purposes substantially in the form attached as
‘Schedule “6” hiereto. -Where Eaton’s does rof send by such date a Notice of Revision or Disallowance for
Voting Purposes to a Creditor who has submitied a Notice of Dispute of Valuation for Voting Puiposes or a
Proof of Claim, Eaton’s shall be déemed-to have accepted such Creditor’s Claim or Interim Period Claim
for votmg purposes only, which shall be deemed to be that Creditor’s Voting Claim.

Any Credifor who intends to dispute a Nonce of Revxsxon or stallowance for Voting Purposes shall by no
later than 11: 59 p.m. (Toronto time) on November 5, 1999, deliver by facsimile or courier to the Claims
Admmxstrator a stpute Notice substantially in the form attached as Schedule “7” hereto in order to have
the value of such Creditor's Voting Claim determmcd by the Claims Officer. Eaton's, with the assistance of
the Momtor shall attempt to resolve any dispute as to the value of the Creditor’ s Votmg Claim as set out
in the Dispute Notice by no later than November 9, 1999. In the event that Eaton’s is unable to resolve the
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the Creditor.

10.

|
1
e dispute with the Creditor by November 9, 1999, Eaton’s shall so notify the Claims Officer, the Monitor and
| l
Where a Creditor that receives a Notice of Revision or Disallowance for Voting 'Purposés does not file a
Dispute Notice, the value of such Creditor’s Voting Claim under the Plan shall be deemed for voting
m purposes to be as set out in the Notice of Revision or Disallowance for Voting Purposes.

11. Upon receiving notice that Eaton’s is unable to resolve a dispute with a Creditor in respect of a Voting

Claim, the Claims Officer shall resolve the dispute between Eaton’s and such Creditor, and the Claims
Officer shall, by no later than 11:59 p.m. (Toronto time) on November 17, 1999, notify Eaton’s, such
Creditor and the Monitor of the Claims Officer’s determination of the value of the Creditor’s Voting Claim
for voting purposes under the Plan. Such determination of the value of the Voting Claim by the Claims
Officer shall be deemed to be the Creditor’s Voting Claim for voting purposes under the Plan.’

Subject to the direction of the Court, the Claims Officer shall determine the manner, if any, in which
evidence may be brought before him or her by the parties as well as any other procedural matters which
may arise in respect of his or her determination of a Creditor’s Voting Claim. The resolution shall be on an
expedited basis and the determination of the value by the Claims Officer for voting purposes shall not

prohibit a Creditor from a further hearing under paragraph 17 hercof with respect to the value of such
Creditor’s Distribution Claim.

12.

13.

—

The decision of the Claims Officer in determining the value of the Creditor’s Voting Claim shall be final
and binding on the Creditor and Eaton’s for voting purposes only and not for distribution purposes under
the Plan and there shall be no rights of appeal or recourse to the Court from the Claims Officer’s final
! determination for voting purposes only and not for distribution purposes.

| ;

14. Where any Creditor applies to have the value of its Voting Claim determined by the Claims Officer, but the

Voting Claim has not been finally determined by the Claims Officer prior to the date of the meeting at
m which the Creditor is to vote, as provided in the Initial Order, Eaton’s shall either:

(a) accept the Creditor’s determination and the value of the Claim only for the purposes of voting on the
Plan, and conduct the vote of the particular class(es) of creditors into which such Creditor falls, subject

m to a final determination of its Distribution Claim;

i ; {b) delay the vote of the class(es) into which that Creditor falls until a final determination of the Claim is
] made; or

m £ (c) deal with the matter as the Court may otherwise direct.

CLAIMS PROCEDURE FOR DISTRIBUTION PURPOSES

| 15. Eaton’s shall publish commencing on January 4, 2000 a notice of the Distribution-Claims Bar Date for a
), period of two consecutive Business Days in The Globe and Mail (National Edition), National Post, La

Presse, and The Wall Street Journal (National Edition). 'I‘lns notice shall advise Creditors of the
Distribution Claims Bar Date.

16. Eaton’s shall review and consider all Voting Claims (including the Voting Claim of the Employee

Representative) for the purpose of valuing such Voting Claims to determine Distribution Claims. Eaton’s
shall accept, revise or reject the amount of all Voting Claims for distribution purposes under the Plan.
Eaton’s shall by no later than the Distribution Claims Bar Date, notify each Creditor as to whether such
Creditor’s Voting Claim as set out therein has been confirmed, revised or rejected for distribution purposes
and the reasons therefor by delivery of a Notice of Distribution Claim together with an Instruction Letter
for Distribution Purposes by facsimile or courier in the forms attached as Schedules “8” and “9”
respectively. Creditors who did not receive a Notice of Voting Claim and who were not part of the voting
process must file a Proof of Claim with the Claims Administrator, which Proof of Claim shall set out such
Creditor’s Claim and Interim Period Claim, by the Distribution Claims Bar Date. Any such Creditor who
fails to file a Proof of Claim by the Distribution Claims Bar Date shall be forever barred from advancing any
Claims or Interim Period Claims against Eaton’s or from receiving a distribution under the Plan and such
Creditor’s Claims and Interim Period Claims shall be forever extinguished and barred. Eaton’s shall review
and consider all Proofs of Claim which it receives in respect of Distribution Claims for distribution purposes

m_“i ,A__._,,i . [ ——
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17.

18.

19.

20.

under the Plan to determine if it accepts, revises or rejects the amount set out therein. If Eaton’s does not
contact a Creditor who has filed a Proof of Claim to advise that it disputes the amount set out in such
Creditor’s Proof of Claim by February 29, 2000, Eaton’s shall be deemed to have accepted the amount set
out in such Creditor’s Proof of Claim as such Creditor’s Distribution Claim for distribution purposes under
the Plan. If Eaton’s disputes the amount of a Claim or Interim Period Claim set out in a Proof of Claim
filed in accordance with this paragraph it shall with the assistance of the Monitor attempt to resolve the
dispute with the Creditor by February 29, 2000. In the event that Eaton’s is unable to resolve the dispute by
such date, it shall so notify the Claims Officer, the Monitor and the Creditor.

A Creditor who intends to dispute a Notice of Distribution Claim shall by 11:59 p.m. (Toronto time), on
February 15, 2000, notify the Claims Administrator in writing of such intent, by delivery of a Dispute Notice
in the form attached as Schedule “7” hereto by facsimile or courier. Eaton’s, with the assistance of the
Monitor, shall attempt to resolve the dispute with the Creditor by February 29, 2000. In the event that
Eaton’s is unable to resolve the dispute with the Creditor by February 29, 2000, Eaton’s shall so notify the
Claims Officer, the Monitor and the Creditor. If a Creditor does not deliver a Dispute Notice by 11:59 p.m.
(Toronto time) on February 15, 2000, such Creditor will be deemed to have accepted the value of its

Distribution Claim as set out in the Notice of Distribution Claim and will be thereafter barred from
otherwise disputing or appealing same, '

Upon receiving notice that Eaton’s is unable to resolve a dispute with a Creditor regarding any Distribution
Claim, the Claims Officer shall resolve the dispute between Eaton’s and such Creditor, and shall, by no later
than 11:59 p.m. (Toronto time) on March 31, 2000, notify Eaton’s, such Creditor and the Monitor of the
Claims Officer’s determination of the value of the Creditor’s Distribution Claim.

Subject to the direction of the Court, the Claims Officer shall determine the manner, if any, in which
evidence may be brought before him or her by the parties, as well as any other procedural matters which
may arise in respect of his or her determination of a Creditor’s Distribution Claim.

If neither party appeals the determination of value of Distribution Claim by the Claims Officer in
accordance with paragraph 21 below, the decision of the Claims Officer in determining the value of the
Creditor’s Distribution Claim shall be final and binding upon Eaton’s and the Creditor for distribution

purposes under the Plan and there shall be no further right of appeal, review or recourse to the Court from
the Claims Officer’s final determination.

. Either a Creditor or Eaton’s may, within five (5) Calendar Days of notification of the Claims Officer’s

determination of the value of a Creditor’s Distribution Claim, appeal such determination to the Court,
which appeal shall be made returnable within five (5) Calendar Days of the filing of the notice of appeal.
The determination of such appeal shall be final and binding upon Eaton’s and the Creditor for all purposes
under the Plan. There shall be no further rights of appeal, review or recourse to the courts.

GENERAL PROVISIONS

22,

23.

In the event that Eaton’s makes interim distribution payments under the Plan, to the extent that it is
thereafter determined that the Creditor’s Distribution Claim is greater than that for which Eaton’s made
interim payments, then Eaton’s shall forthwith make such further payments contemplated by the Plan to
such Creditor so that such Creditor shall receive the aggregate amount of payments which such Creditor

would have received if its Distribution Claim had been finally determined prior to the interim distribution
under the Plan.

In the event that no Plan is approved by the Court, the Voting Claims Bar Date shall be of no effect with
respect to any and all claims made by Creditors in any subsequent proceeding or distribution.
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SCHEDULE “1”

Court File No. 99-CL-3516

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 THE T. EATON COMPANY LIMITED

Applicant

NOTICE OF VOTING CLAIM

Please read carefully the Instruction Letter for Voting Purposes accompanying this Notice.

The T. Eaton Company Limited (“Eaton’s”) proposes to present a plan of arrangement to its Creditors (the
“Plan”) under the Companies’ Creditors Arrangement Act (the “CCAA”). The Order of Mr. Justice Farley

made September 28, 1999 in the CCAA proceedings provides for a Claims Procedure for Creditors for voting
and distribution under the Plan,

TAKE NOTICE that Eaton’s has valued your Voting Claim (comprised of your Claim and Interim Period Claim)
against Eaton’s for voling purposes (and NOT for distribution purposes) as set out in the attached Schedule,

Claims in a foreign currency were converted to Canadian Dollars at the Bank of Canada noon spot rate as at
August 20, 1999. U.S. exchange rate conversion on such date was §1.4941.

If you DISAGREE with the value of your YVOTING CLAIM as set out in the Schedule attached to this Netice,
please be advised of the following:

1. If you intend to dispute this Notice of Voting Claim, you must, by no later than 11:59 p.m. (Toronto time)

oh October 25, 1999, deliver to Eaton’s (to the attention of the Claims Administrator) a Notice of Dispute
of Valuation for Voting Purposes by facsimile, courier or registered mail to the address/fax number
indicated thereon. The form of Notice of Dispute of Valuation for Voting Purposes is enclosed.

2. If you do not deliver a Notice of Dispute of Valuation for Voting Purposes to Eaton’s (to the attention of

the Claims Administrator), the value of your Voting Claim for voting purposes under the Plan shall be
deemed to be as set out in this Notice of Voting Claim.

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THE AMOUNT SET OUT IN

THIS NOTICE SHALL BE DEEMED TO BE YOUR YOTING CLAIM FOR VOTING PURPOSES UNDER THE
PLAN.

DATED at Toronto, the day of 1999,

THE T. EATON COMPANY LIMITED
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SCHEDULE “2”

Court File No. 99-CL-3516

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 THE T. EATON COMPANY LIMITED

Applicant

NOTICE OF DISPUTE OF VALUATION FOR VOTING PURPOSES

Please read carefully the Instruction Letter for Voting Purposes accompanying this Notice.
A. PARTICULARS OF CREDITOR:

(1) Full Legal Name of Creditor:

(Fuﬂ legal name should be the name of the original Creditor of Eaton’s, notwithstanding whether an
assignment of a claim, or a portion thereof, has occurred. Do not file separate Notices of Dispute of
Valuation For Voting Purposes by division or Dun and Bradstreet Number.)

(2) Full Mailing Address of Creditor (not the Assignee):
(3) Telephone Number of Creditor:

(4) Facsimile Number of Creditor:

(5) Attention (Contact Person):

~ (6) Has the Claim been sold or assigned by Creditor to another party? 1 Yes [J No
B. PARTICULARS OF ASSIGNEE(S) (IF ANY):

(1) Full Legal Name of Assignee(s):

(If Claim has been assigned, insert full legal name of assignee(s) of Claim (if all or a portion of the Claim

has been sold). If there is more than one assignee, please attach separate sheet with the required
information).

(2) Full Mailing Address of Assignee(s):
3) Télephonc Number of Assignee(s):

(4) Facsimile Number of Assignee(s):
(5) Attention (Contact Person):
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C. NOTICE OF DISPUTE OF VALUATION:

(Claims in foreign currency are to be converted to Canadian dollars at the Bank of Canada noon spot rate as at
August 20, 1999. U.S. exchange rate conversion on such date was $1.4941.)

We hereby disagree with the value of our Voting Claim as set out in Eaton’s Notice of Voting Claim

dated
(1) Creditor’s valuation of Claim prior to August 20, 1999: ${insert value of claim] CAD
(2) Creditor’s valuation of Interim Period Claim from and after

August 20, 1999: ${insert value of claim] CAD
(3) Creditor’s tota] valuation of Voting Claim (Total 1 and 2) $itotal (1) plus (2)] CAD

D. REASONS FOR DISPUTE:

(Provide full particulars of the Claim and supporting documentation, including amount, description of
transaction(s) or agreement(s) giving rise to the Claim, name of any guarantor which has guaranteed the Claim,
any relevant Dun and Bradstreet Numbers and amount of Claim allocated thereto, date and number of all
invoices, particulars of all credits, discounts, etc. claimed, description of the security, if any, granted by Eaton’s to
Creditor and estimated value of such security, panticulars of loss attributable to implementation of the Plan
including loss from the repudiation or variation of any lease and the abandonment of premises, and any
contingent liability of Eaton’s as assignor, or the repudiation or variation of any contract, including any
contingent liability of Eaton’s as assignor).

This Notice of Dispute of Valuation For Voting Purposes must be returned to and received by Eaton’s by no later
than 11:59 p.m. (Toronto Time) on October 25, 1999, at the following address or facsimile: ©

Courier Address

Claims Administrator

The T. Eaton Company Limited

c/o Richter & Partners Inc,
Court-appointed Monitor of Eaton’s
90 Eglinton Avenue East, Suite 700
Toronto, ON M4P 2Y3

Telephone: (416) 932-6261
Fax: (416) 932-6262
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SCHEDULE “3”
NOTICE TO CREDITORS OF THE T. EATON COMPANY LIMITED

RE: NOTICE OF VOTING CLAIMS BAR DATE IN COMPANIES’ CREDITORS ARRANGEMENT ACT
(“CCAA”) PROCEEDINGS

PLEASE TAKE NOTICE that pursuant to an Order of the Superior Court of Justice made September 28,
1999 (the “Order”), any person with any claim whatsoever against The T. Eaton Company Limited (“Eaton’s™)
prior to August 20, 1999, contingent or otherwise, including without limitation any claim made against Eaton’s
through any affiliate or associate of Eaton’s, who has not received a Notice of Voting Claim from Eaton’s, must
contact Eaton’s with notice of its claim by no later than 11:59 p.m. (Toronto time) on October 13, 1999 in order
to obtain a Proof of Claim from Eaton’s. Proofs of Claim must be filed with Eaton’s on or before 11:59 p.m.
(Toronto time) on October 25, 1999 (the “Voting Claims Bar Date”) for the purpose of voting on the Plan of
A:rangement under the CCAA to be presented by Eaton’ s to its Creditors (the “Plan”).

PLEASE TAKE NOTICE THAT the Claims Procedurc approved by the Order also addresses all Creditor
claims which have arisen or may arise from and after August 20,1999 as a result of the implementation of the
Plan. Such claims may include losses arising from the. repudiation or variation of any lease and the abandonment
of premises and.any contingent liability of Eaton’s as assignor, or the repudiation or variation of any contract or
agreement with Eaton’s, including any contingent liability of Eaton’s as assignor, and, further, including any
employment contracts and any contracts in relation to Eaton’s pension plans.. If you have a contract with
Eaton’s, and have not been advised that Eaton’s or any Purchaser wishes to continue that contract, you should
treat thc contract as. tcrmmated for the purpose of dctermmmg your claims against Eaton’s.

HOLDERS OF CLAIMS WHICH ARE NOT FILED BY THE VOTING CLAIMS BAR DATE WILL BE BARRED
FROM VOTING ON THE PLAN.

PLEASE TAKE NOTICE that any former or present employees with claims against Eaton’s should contact
Carmen Siciliano, Employee Representative, ¢/o Susan Rowland, Koskie Minsky, Box 52, 900-20 Queen Street
West, Toronto, Ontario, MSH 3R3, (Telephone: (416) 977-8353; fax (416) 977-3316).

Creditors who have not received a Notice of Voting Claim should contact the Eaton’s Claims Administrator,
¢/o Richter & Partners Inc., Court-Appointed Monitor of Eaton’s (Telephone 416-932-6261 and fax

416-932-6262) by no later than 11:59 p.m. (Toronto time) on October 13, 1999 to obtain a Proof of Claim
package.

DATED this 7* day of October, 1999 at Toronto, Canada.

RICHTER & PARTNERS INC,
in its capacity as Court-appointed Monitor of Eaton’s
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SCHEDULE “4”

Court File No. 99-CL-3516

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 THE T. EATON COMPANY LIMITED

Applicant

PROOF OF CLAIM

Please read carefully the enclosed Instruction Letter for completing this Proof of Claim.
A. PARTICULARS OF CREDITOR:

(a)

(b)

(1) Full Legal Name of Creditor:

(Full legal name should be the name of the original Creditor of Eaton’s, nonvitftstanding whether an
assignment of a claim, or a portion thereof, has occurred).

(2) Full Mailing Address of Creditor (original Creditor not the Assignee):
(3) Telephone Number:

(4) Facsimile Number:

{5) Attention (Contact Person):

(6) Has the Claim been sold or assigned by Creditor to another party? Yes(O No(
PARTICULARS OF ASSIGNEE(S) (JF ANY):

(1) Full Legal Name of Assignee(s):

(If Claim has been assigned, insert full legal name of assignee(s) of Claim (if all or a portion of the claim
has been sold). If there is more than one assignee, please attach separate sheet with the required
information. )
(2) Full Mailing Address of Assignee(s):
(3) Telephone Number of Assignee(s):
(4) Facsimile Number of Assignee(s):
(5) Attention (Contact Person):
PROOF OF CLAIM:

L

[name of Creditor or Representative of the Creditor], do hereby certify:

that ] am a [Crediter of Eaton’s.or hold the position of of the Creditor of Eaton’s], and have
knowledge of all the circumstances connected with the Claim described herein; and

Eaton’s is indebted to [Creditor] as follows:

(i) CLAIM PRIOR TO AUGUST 20, 1999: $[insert $ value of claim] CAD

(Claims in a foreign currency are to be converted to Canadian Dollars at the Bank of Canada noon
spot rate as at Auvgust 20, 1999. U.S. exchange rate conversion on such date was 1.4941.)
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(if) INTERIM PERIOD CLAIM: ${insert $ value of claim] CAD

(Interim Period Claim against Eaton’s which has or may have arisen during the period from and after
August 20, 1999 to the Plan Implementation Date as a result of the proposed implementation of the
Plan. Include loss from the repudiation or variation of any lease and the abandonment of premises and
any contingent liability of Eaton’s as assigiior, or the repudiation or variation of any contract, including
any contingent liability of Eaton’s-as assignor. H Eaton’s has not notified you that it wishes to continue

your contract, then you should treat the contract as if it has been terminated for the purposes of
calculating your Proof of Claim.)

(iii) TOTAL VOTING CLAIM .
D. PARTICULARS OF VOT[NG CLAIM:

$[total (i) plus (ii)] CAD

The Particulars of the undersigned’s total Voting Claim are attached,

‘(Provide full particulars of the Votmg Claim and supporting documentation, including amount, description
of transaction(s).or agreement(s) giving rise to the. Voting Claim, name of any guarantor which has guaranteed
the Voting Claim, any relevant Dun and Bradstreet Numbers and amount of Voting Claim allocated thereto,
date and number of all inveices, particulars of all-credits, discounts, etc. claimed, description of the security, if
any, granted by Eaton’s to Creditor and estimated value of such security, particulars of loss attributable to
implementation of Plan including loss from the repudiation or variation of any lease and the abandonment of

premises and any contingent liability of Eaton’s as assignor or repudiation or variation of any contract, including
any contmgent habllxty of Eaton’s as assngnor)

This Proof of Clalm must be returned to Eaton’s at the following address or facsimile:

Mailing Address
Claims Administrator

The T. Eaton Company Limited

90 Eglinton Avenue East
Toronto, ON M4P 2Y3

Telephonie:  (416) 932-6261
Fax: =~ (416) 932-6262

Dated at this day of , 1999,

® | Creditor

Per:
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SCHEDULE 5"

Court File No, 99-CL-3516
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, as amended

—and -

IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF THE T EATON COMPANY LIMITED

Applicant

INSTRUCTION LETTER
CLAIMS PROCEDURE FOR VOTING PURPOSES

A. CLAIMS PROCEDURE

The T. Eaton Company Limited (“Eaton’s”) proposes to present a Plan of Arrangement to its creditors (the
“Plan”) under the Companies’ Creditors Arrangement Act (the “CCAA”). The Order of Mr. Justice Farley
made September 28, 1999 in Eaton’s CCAA proceedings provides for a Claims Procedure with respect to voting

and distribution under the Plan,

This letter provides instructions for responding to or completing the following forms:
» Notice of Voting Claim

¢ Proof of Claim

* Notice of Dispute of Valuation for Voting Purposes

* Notice of Revision or Disallowance for Voting Purposes
« Dispute Notice

The Claims Procedure is intended for any Person with any claims whatsoever against Eaton’s prior to August 20

1999 contingent or otherwise, including without limitation any claims made against Eaton’s through any affiliate
or associate of Eaton's (“Claims”).

The Claims Procedure also addresses all claims which have arisen or may arise from and after August 20, 1999,
up to and including the Plan Implementation Date as a result of the implementation of the Plan (“Interim
Period Claims”). Such Interim Period Claims may include losses arising from the repudxanon or variation of any
lease or the abandonment of any premises and any contingent liability of Eaton’s as assignor, the repudiation or

variation of any contract or agreement with Eaton’s, xncludmg any contingent liability of Eaton’s as assignor, and
further, including employment contracts and any contracts in relation to Eaton’s pension plans.

The value of your claims against Eaton’s for the purposes of voting at a meeting of Creditors to approve the Plan
is the total of your Claim and Interim Period Claim which is described as your Voting Claim

If you have a contract with Eaton’s and have not been advised that Eaton’s or any purchaser wishes to continue

your contract, you should treat your contract as terminated for the purposes of assessmg your Interim Period
Claim under the Claims Procedure.

If you have any questions regarding the Claims Procedure for ensuring that your claim is valued and that you are
entitled to vote on the Plan, please contact the Eaton’s Claims Administrator at the address provided below.

All notices and enquiries with respect to Eaton’s Claims Procedure should be addressed to
Claims Administrator

The T. Eaton Company Limited
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c/o Richter & Partners Inc.
Court-appointed Monitor of Eaton’s
90 Eglinton Avenue East, Suite 700
Toroato, ON M4P 2Y3

Teiephone: (416) 932-6261
Fax: (416) 932-6262

B. FOR CREDITORS RECEIVING NOTICE OF VOTING CLAIM

Eaton's has already mailed to all Known Creditors (apart from former and present employees of Eaton’s) a
Notice of Voting Claim. :

Any former or present employees with claims against Eaton’s should contact Carmen Siciliano, Employee
Representative, ¢/o. Susan Rowland, Koskie Minsky, Box 52, 900 - 20 Queen Street West, Toronto, Ontario,
MS5H 3R3 Telephone: (416) 977-8353; fax: (416) 977-3316. The Claims Procedure provides that the Employee
Representative shall file an Omnibus Proof of Claim (Employees) by the Voting Claims Bar Date (October 25,
1999) on behalf of all former and present employees of Eaton’s and has been given an omnibus proxy for voting
purposes for all such former and present employees of Eaton’s. Employees retain their right to file their own
Proofs of Claim by the Voting Claims Bar Date (October 25, 1999) and to appear at the meeting of creditors to
consider the Plan in person or by proxy. If you are a former or present employee and wish to file your own Proof

of Claim, you must follow the procedure set out in this letter (see section C below for instructions on filing a
Proof of Claim).

If you are a Landlord, your Interim Period Claim has been valued according to the formula set out in

subsection 65.2(4) of the Bankruptcy and Insolvency Act, irrespective of any actual damages you may have
suffered.

1f you have received a Notice of Voting Claim there is no need to submit a Proof of Claim in order to be entitled

to vote on the Plan. Please note, however, that Eaton’s does not admit liability to any Creditor by sending a
Notice of Voting Claim to such Creditor.

If you have received a Notice of Voting Claim and you wish to dispute the value of your Claim or Interim Period
Claim as set out in the Notice of Voting Claim, you should fill out a Notice of Dispute of Valuation for Voting
Purposes (enclosed with your Notice of Voting Claim) (see Section D below for instructions).

C. FOR CREDITORS SUBMITTING A PROOF OF CLAIM

If you have not received a Notice of Voting Claim from Eaton's and do not have any claims against Eaton’s,
there is no need to file a Proof of Claim with the Eaton’s Claims Administrator.

If you have not received a Notice of Voting Claim from Eaton’s and believe that you have a claim against
Eaton’s, you should file a Proof of Claim with the Eaton’s Claims Administrator. The Proof of Claim must be
filed by OCTOBER 25, 1999, the Voting Claims Bar Date, if you intend to vote in respect of the Plan. Failure to

send the Proof of Claim by this date will disentitle you from voting on the Plan, unless Eaton’s agrees or the
Court orders that the Proof of Claim be accepted after that date,

Proof of Claim forms can be obtained by contacting the Eaton’s Claims Administrator at the phone and fax
numbers indicated above by no later than October 13, 1999 and providing particulars as to your name, address

and facsimile number. Once Eaton’s has this information, you will receive, as soon as practicable, a Proof of
Claim form.

If Eaton’s disagrees with the value that you have aseribed to your Claim or Interim Period Claim as set out in

your Proof of Claim, you will receive from Eaton’s a Notice of Revision or Disallowance for Voting Purposes
(see section E below for details).

D. FOR CREDITORS SUBMITTING NOTICE OF DISPUTE OF VALUATION FOR VOTING PURPOSES

If you have received a Notice of Voting Claim, you are entitled to dispute the value of your Claim or Interim
Period Claim as set out in such notice by sending a Notice of Dispute of Valuation for Voting Purposes to the
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Eaton’s Claims Administrator at the address and fax number indicated above (the form for this Notice is
enclosed with your Notice of Voting Claim). The Notice of Dispute of Valuation for Voting Purposes must be
delivered to Eaton’s no later than the Voting Claims Bar Date, 11:59 p.m. on October 25, 1999, Failure to deliver a
Notice of Dispute of Valuation for Voting Purposes to Eaton’s by this date will mean that the value of your Claim
or Interim Period Claim for the purposes of voting on the Plan will be as set out in the Notice of Voting Claim and
you will have no further right to dispute the value of your Voting Claim for the purposes of voting on the Plan.

If you have sent a Notice of Dispute of Valuation for Voting Purposes to the Eaton’s Claims Administrator and
Eaton’s has rejected or revised your Claim or Interim Period Claim, Eaton’s will notify you of such rejection or
disallowance by sending to you a Notice of Revision or Disallowance for Voting Purposes (see section E below
for details). The last day for Eaton’s to have sent out this notice is no later than 11:59 p.m. on October 29, 1999.

If you do NOT receive a Notice of Revision or Disallowance for Voting Purposes, the value of your Claim or

Interim Period Claim has been accepted by Eaton’s for voting purposes as set out in your Notice of Dispute of
Valuation for Voting Purposes. '

E. FOR CREDITORS RECEIVING NOTICE OF REVISION OR DISALLOWANCE FOR VOTING
PURPOSES

If you have sent a Proof of Claim or a Notice of Dispute of Valuation for Voting Purposes to Eaton’s, Eaton’s is
entitled to challenge the valuation of your claim by sending to you a Notice of Revision or Disallowance for
Voting Purposes no later than 11:59 p.m. on October 29, 1999. If you do not receive such a Notice, Eaton’s has
accepted the value of your Claim or Interim Period Claim for voting purposes as set out in your Proof of Claim
or Notice of Dispute of Valuation for Voting Purposes.

If you have received a Notice of Revision or Disallowance for Voting Purposes, you are entitled to dispute the
revision or disallowance of your Claim as set out in the Notice of Revision or Disallowance for Voting Purposes
by sending a Dispute Notice to Eaton’s (see Section F below for instructions).

F. FOR CREDITORS SUBMITTING DISPUTE NOTICE

If you have received a Notice of Revision or Disallowance for Voting Purposes, you are entitled to dispute the
revision or disallowance of your Claim or Interim Period Claim by delivering by facsimile or courier a Dispute
Notice (enclosed with your Notice of Revision or Disallowance for Voting Purposes) to the Eaton’s Claims
Administrator no later than 11:59 p.m. on' November 5, 1999. If you do not deliver a Dispute Notice to Eaton’s
by November 5, 1999, the value of your Claim or Interim Period Claim for the purposes of voting on the Plan
will be as set out in your Notice of Revision or Disallowance for Voting Purposes.

Once Eaton’s has received your Dispute Notice, you will be contacted by Eaton’s, and/or by Richter &
Partners Inc., the Monitor assisting Eaton’s with its Plan, to see if the dispute can be resolved.

If the dispute has not been resolved by November 9, 1999, you will be notified that your Claim will be
determined by the Claims Officer. You may be required to attend a hearing and to present evidence
documenting your Claim or Interim Period Claim and its value. The Claims Officer must resolve the dispute by
November 17, 1999. You will be notified by that date of the Claims Officer’s determination of the value of your
Voting Claim. The decision of the Claims Officer will be final and binding on you and Eaton’s for the purposes
of voting on the Plan at a meeting of Creditors. You will have no right to appeal.

In the event that the Claims Officer cannot resolve the dispute regarding the value of your Voting Claim by
November 17, 1999, there are three alternatives:

* you may be permitted to vote on the Plan and the dispute regarding your Voting Claim will be resolved
later for the purposes of any distribution under the Plan; ‘ '

* Eaton’s may determine that it is necessary to delay the vote of the class of Creditors to which you belong
until your Voting Claim has been finally determined; or

* Eaton’s may request that the Court determine how your Voting Claim will be addressed for voting
purposes.
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SCHEDULE “6”

Court File No. 99-CL-3516

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, as amended

~and -

IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF THE T. EATON COMPANY LIMITED

Applicant

NOTICE OF REVISION OR DISALLOWANCE FOR YOTING PURPOSES

Please read carefully the Instruction Letter for Voting Purposes accompanying this Notice.

TO: [insert name of creditor}]

The T. Eaton Company Limited (“Eaton’s) hereby gives you notice that it has reviewed your Voting

Claim and has revised or rejected your Voting Claim for voting purposes only (and NOT for
distribution purposes) as follows:

A. CLAIM PRIOR TO AUGUST 20, 1999: $[insert $value of claim] CAD

INTERIM PERIOD CLAIM FROM AND  ${insert $value of claim] CAD
AFTER AUGUST 20, 1999:

TOTAL VOTING CLAIM:

REASONS FOR DISALLOWANCE OR
REVISION:

$[total A plus B] CAD

[insert explanation]

If you do not agree with this Notice of Revision or Disallowance for Voting Purposes, please take notice of the
following:

1. If you intend to dispute this Notice of Revision or Disallowance for Voting Purposes, you must, no later
than 11:59 p.m. (Toronto time) on November 5, 1999, notify Eaton’s, the Monitor and the Claims Officer of
such intent by delivery of a Dispute Notice in accordance with the accompanying Instruction Letter for
Voting Purposes. The form of Dispute Notice is enclosed.

2.

If you do not deliver a Dispute Notice, the value of your Claim for voting purposes under the Plan shall be
deemed to be as set out in this Notice of Revision or Disallowance for Voting Purposes.

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THIS NOTICE OF REVISION

OR DISALLOWANCE FOR VOTING PURPOSES WILL BE BINDING UPON YOU FOR VOTING PURPOSES
UNDER THE PLAN.

DATED at Toronto, this  day of, 1999.

THE T. EATON COMPANY LIMITED
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SCHEDULE “7
Court File No. 99-CL-3516
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 THE T. EATON COMPANY LIMITED

Applicant

DISPUTE NOTICE
TO: The T Eaton Company Limited (“Eaton’s”)

We hereby give you notice of our intention to dispute the (Check one):

[0 Notice of Revision or Disallowance for Voting Purposes dated
{J Notice of Distribution Claim dated

jssued by Eaton’s in respect of our claim as detailed below.

A. Name of Creditor:

(For completion of claim amounts in sections B, C, or D, claims in foreign currency are to be converted to Canadian
dollars at the Bank of Canada noon spot rate as at August 20, 1999. U.S. exchange rate conversion on such date was
31.4941.)

B. If a Secured Creditor:

Description of Security held: Claim Amount $ CAD
C. If an Unsecured Creditor:
Dun and Bradstreet Number: Claim Amount § . .CAD
(If more than one Dun and Bradstreet Number, attach schedule showing numbers and corresponding claims.)

D. If a2 Landlord:

Location of Premises: Claim Amount § CAD
(If more than one location, attach schedule.)
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E. Reasons for Dispute (attach additional sheet and copies of all supporting documentation if necessary):

(Signature of Individual completing this Dispute) Date

(Please print name)

Telephone Number: ()
Facsimile Number: ()

Full Mailing Address:

THIS FORM IS TO BE RETURNED BY COURIER OR FACSIMILE TO ALL OF THE FOLLOWING:

CLAIMS ADMINISTRATOR

The T. Eaton Company Limited

c/o Richter & Partners Inc.
Court-appointed Monitor of Eaton’s
90 Eglinton Avenue East, Suite 700
Toronto, ON M4P 2Y3

Telephone: (416) 932-6261
Fax: (416) 932-6262
- AND -

Mr. Robert Harlang

RICHTER & PARTNERS INC.

in its capacity as Monitor of

The T. Eaton Company Limited

90 Eglinton Avenue East, Suite 700
Toronto, ON M4P 2Y3

Telephone: (416) 932-8000
Fax: (416) 932-6200
- AND -

CLAIMS OFFICER FOR

THE T. EATON COMPANY LIMITED
ADR CHAMBERS

48 Yonge Street, Suite 1100

Toronto, ON M5W 1G6

Telephone: (416) 362-8555/1-800-856-5154
Fax: (416) 362-8825
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SCHEDULE “8"

Court File No. 99-CL-3516

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.8.C. 19885, ¢. C-36, as amended

—and -

IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF THE T. EATON COMPANY LIMITED

Applicant

NOTICE OF DISTRIBUTION CLAIM

Please read carefully the Instruction Letter for Distribution Purposes accompanying this Notice.

The T Eaton Company Limited (“Eaton’s”) proposes to present a plan of arrangement to its Creditors (the
“Plan”) under the Companies’ Creditors Arrangement Act (the “CCAA”). The Order of Mr. Justice Farley

made September 28, 1999 in the CCAA proceedings provides for a Claims Procedure for Creditors for voting
and distribution under the Plan. .

TAKE NOTICE that Eaton’s has valued your Distribution Claim (comprised of your Claim and Interim Period
Claim) against Eaton’s for distribution purposes as set out in the attached Schedale. Claims in a foreign currency

were converted to Canadian Dollars at the Bank of Canada noon spot rate as at August 20, 1999. U.S. exchange
rate conversion on such date was $1.4941.

If you DISAGREE with the value of your DISTRIBUTION CLAIM as set out in the Schedule attached to this
Notice, please be advised of the following:

1. If you intend to dispute this Notice of Distribution Claim, you must, by no later than 11:59 p.m. (Toronto
time) on February 15, 2000, deliver to Eaton’s (to the attention of the Claims Administrator) a Dispute

Notice by facsimile, courier or registered mail to the address/fax number indicated. thereon. The form of
Dispute Notice is enclosed.

2. If you do not deliver a Dispute Notice to Eaton’s (to the attention of the Claims Administrator), the value

of your claim for distribution purposes under the Plan shall be deemed to be as set out in this Notice of
Distribution Claim.

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THE AMOUNT SET OUT IN

THIS NOTICE SHALL BE DEEMED TO BE YOUR DISTRIBUTION CLAIM FOR DISTRIBUTION
PURPOSES UNDER THE PLAN,

DATED at Toronto, the day, of 1999.

THE T. EATON COMPANY LIMITED
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SCHEDULE “9”

Court File No. 99-CL-3516

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, as amended

—-and -

IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF THE T. EATON COMPANY LIMITED

Applicant

INSTRUCTION LETTER
CLAIMS PROCEDURE FOR DISTRIBUTION PURPOSES

A. CLAIMS PROCEDURE

The T. Eaton Company Limited (“Eaton’s”) has presented a Plan of Arrangement to its creditors (the “Plan”)
under the Companies’ Creditors Arrangement Act (the “CCAA”) which Plan has been approved by Eaton’s
creditors and by Order of Mr. Justice Farley made [insert date] in Eaton’s CCAA proceedings.

The Order of Mr. Justice Farley made September 28, 1999 in Eaton’s CCAA proceedings provided for a Claims
Procedure dealing in part with distribution under the Plan.

This letter provides instructions for responding to or completing the following forms:
e Notice of Distribution Claim
8 Proof of Claim

® Dispute Notice

The Claims Procedure is intended for any Person with any claims whatsoever against Eaton’s prior to August 20,

1999, contingent or otherwise, including without limitation any claims made against Eaton’s through any affiliate
or associate of Eaton’s (“Claims™).

The Claims Procedure also addresses all claims which have arisen or may arise from and after August 20, 1999,
up to and including the Plan Implementation Date of [insert date] as a result of the implementation of the Plan
(“Interim Period Claims”). Such Interim Period Claims may include losses arising from the repudiation or
variation of any lease, and the abandonment of premises and any contingent liability of Eaton’s as assignor, or
the repudiation or variation of any contract or agreement with Eaton’s including any contingent liability of

Eaton’s as assignor, and further, including employment contracts and any contracts in relation to Eaton’s
pension plans.

The value of your claims against Eaton’s for the purposes of receiving a distribution under the Plan is the total of
your Claim and Interim Period Claim, which amount is described as your Distribution Claim.

If you have any questions regarding the Claims Procedure for ensuring that your claim is valued and that you are

entitled to receive a distribution under the Plan, please contact the Eaton’s Claims Administrator at the address
provided below.
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All notices arid enquiries with respect to Eaton’s Claims Procedure should be addressed to:

Claims Administrator

The T. Eaton Company Limited

¢/o Richter & Partners Inc.
Court-appointed Monitor of Eaton’s
90 Eglinton Avenue East, Suite 700
Toronto, ON M4P 2Y3

Telephone:  (416) 932-6261
Fax: (416) 932-6262

B. FOR CREDITORS RECEIVING NOTICE OF DISTRIBUTION CLAIM

Eaton’s has already mailed to all Known Creditors (apart from former and present employees of Eaton’s) a
Notice of Voting Claim for the purposes of facilitating the voting on the Plan. Pursuant to the Claims Procedure,
Eaton’s has reviewed all Voting Claims for the purposes of valuing Distribution Claims of its Creditors, to enable
a distribution under the Plan. Accordingly, all Creditors whose Voting Claims were determined for voting
purposes have received a Notice of Distribution Claim from Eaton’s wherein Eaton’s has accepted, revised or
rejected such Creditors’ Voting Claims for distribution purposes and setting out the reasons therefor.

Any former or present employees with claims against Eaton’s should contact Carmen Siciliano, Employee
Representative, c/o. Susan Rowland, Koskie Minsky, Box 52, 900 - 20 Queen Street West, Toronto, Ontario,
M5H 3R3 phone: (416) 977-8353; fax: (416) 977-3316. The Claims Procedure provides that the Employee
Representative was to file an Omnibus Proof of Claim (Employees) by the Voting Claims Bar Date (October 25,
1999) on behalf of all former and present employees of Eaton’s and was given an omnibus.proxy for voting
purposes for all such former and present employees of Eaton’s. Employees retained their right to file their own
Proofs of Claim by the Voting Claims Bar Date (October 25, 1999) and to appear at the meeting of creditors to
consider the Plan in person or by proxy. If you are a former or present employee for the purposes of receiving a
distribution under the Plan, there is no need to file a Proof of Claim if your claim is included in the Omnibus
Proof of Claim (Employees) filed by the Employee Representative in this regard. In the alternative, if you wish
to file your own Proof of Claim, you must follow the procedure set out in this letter (see section D below for
instructions on filing a Proof of Claim).

C. FOR CREDITORS RECEIVING NOTICE OF DISTRIBUTION CLAIM

If you have received a Notice of Distribution Claim and do not agree with the value ascribed by Eaton’s to your
Distribution Claim, you are entitled to dispute same. To do so, you must deliver a Dispute Notice in the form
enclosed by facsimile or courier to the Eaton’s Claims Administrator by no later than 11:59 p.m. (Toronto time)
on February 15, 2000. If you fail to deliver a Dispute Notice by such date, you will be deemed to have accepted
the value of your Distribution Claim as set out in the Notice of Distribution Claim and will be thereafter barred
from otherwise disputing or appealing same.

Once Eaton’s has received your Dispute Notice, you will be contacted by Eaton’s and/or by Richter &
Partners Inc., the Monitor assisting Eaton’s with its Plan, to sce if the dispute can be resolved. A resolution must
be achieved on or before February 29, 2000. If the dispute is not resolved by such date, Eaton’s shall refer the
dispute to the Claims Officer (see Section E for instructions in this regard).

D. FOR CREDITORS SUBMITTING A PROOF OF CLAIM

If you did not receive a Notice of Voting Claim or Notice of Distribution Claim from Eaton’s and were not part
of the Voting Process and do not have any claims against Eaton’s, there is no need to file a Proof of Claim with
the Eaton’s Claims Administrator.

If you did not receive a Notice of Voting Claim from Eaton’s and were not part of the voting process and believe
that you have a claim against Eaton’s, you should file 2 Proof of Claim with the Eaton’s Claims Administrator.
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The Proof of Claim must be filed by January 25, 2000, the Distribution Claims Bar Date. Failure to file the Proof
of Claim by the Distribution Claims Bar Date will disentitle you from receiving a distribution under the Plan.

Proof of Claim forms can be obtained by contacting the Eaton’s Claims Administrator at the phone and fax
numbers indicated above and providing particulars as to your name, address and facsimile number. Once
Eaton’s has this information, you will receive, as soon as practicable, a Proof of Claim form which must be filed
with Eaten’s by no later than January 25, 2000, the Distribution -Claims Bar Date.

If Eaton’s disagrees with the value that you have ascribed to your Distribution Claim as set out in your Proof of
Claim, you will be contacted by Eaton’s and/or by Richter & Partners Inc., the Monitor assisting Eaton’s with its
Plan, to see if the dispute can be resolved. A resolution must be achieved on or before February 29, 2000. If the
dispute is not resolved by such date, Eaton’s will refer the dispute to the Claims Officer (see Section E below for
instructions on resolution of disputes by Claims Officers).

E. RESOLUTION OF DISPUTES BY CLAIMS OFFICERS

If the dispute has not been resolved by February 29, 2000, Eaton’s will notify you on or before such date that the
value of your Distribution Claim will be determined by the Claims Officer appointed by the Court. The Claims
Officer must resolve the dispute by March 31, 2000. You will be notified by that date of the Claims Officer’s
determination of the value of your Distribution Claim.

Either party will have the right to appeal the Claims Officer’s determination of value of the Distribution Claim
to the Court, within five (5) Calendar Days of notification by Claims Officer’s determination of value. The
appeal must be made returnable within five (5) Calendar Days of filing the notice of appeal. The determination
of such appeal shall be final and binding on Eaton’s and the Creditor for all purposes under the Plan. There
shall be no further rights of appeal, review or recourse to the Court.
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SCHEDULE “B”

ENTITIES ELIGIBLE FOR INVESTMENTS

ENTITIES

Financial Institutions
SCHEDULE I BANKS

Bank of Montreal

The Bank of Nova Scotia

Royal Bank of Canada

Canadian Imperial Bank of Commerce
The Toronto-Dominion Bank

National Bank Canada

SCHEDULE II BANKS

ABN AMRO Bank Canada

Banque Nationale de Paris (Canada)
Credit Suisse First Boston (Canada)
Deutsche Bank Canada

Dresdner Bank of Canada

HSBC Bank Canada

Société Générale (Canada)

BY LIQUIDATOR

STANDARD & POOR’S
“ISSUER CREDIT RATING”

¥

+

533

A

DOMINION BOND RATING SERVICES
RATING — Short Term Debt

R1H
RIM
RIM
R1IM
R1M
RIM
RIM

No authorized investment with a Schedule 11 Bank shall exceed at any time $5,000,000 in the aggregate.

Public Sector

Government of Canada
Province of Alberta

Province of British Columbia
Province of New Brunswick
Province of Ontario

STANDARD & POOR’S
“ISSUER CREDIT RATING”

AAA
AA+
AA-
AA-
AA-

Any agency or agent of the Government of Canada or the Provinces of Alberta, British Columbia, New
Brunswick or Ontario having a credit rating similar to those specifically noted above.

Other Entities

All other investments in other entities must be fully guaranteed by one of the public sector entities, agencies or

agents described above.
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