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INTRODUCTION

On January 15, 2015, Target Canada Co. (“TCC”) and those companies listed in Appendix “A”
(collectively, the “Applicants”), together with the Partnerships also listed in Appendix “A” (the
“Partnerships”, and collectively with the Applicants, the “Target Canada Entities”), applied
for and were granted protection by the Ontario Superior Court of Justice (Commercial List) (the
“Court”) under the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended
(the “CCAA”). Pursuant to an Order of this Court dated January 15, 2015 (the “Initial Order”),
Alvarez & Marsal Canada Inc. (“A&M” or the “Monitor”) was appointed Monitor of the Target
Canada Entities in the CCAA proceedings. The proceedings commenced by the Applicants under

the CCAA are referred to herein as the “CCAA Proceedings”.

In connection with the Applicants’ application for protection under the CCAA, A&M provided to
this Court a pre-filing report (the “Pre-Filing Report”) dated January 14, 2015 in its capacity as
the proposed monitor. The Pre-Filing Report, Initial Order and other Court-filed documents and
notices in these CCAA Proceedings are available on the Monitor’s website at

www.alvarezandmarsal.com/targetcanada.

The Initial Order, among other things:

(a) granted a stay of proceedings (the “Stay”) through February 13, 2015 (the “Stay

Period”) in favour of the Target Canada Entities;

(b) provided the Target Canada Entities with the ability to, among other things,
engage in discussions with and solicit proposals and agreement(s) from third
parties in respect of the liquidation of the inventory, furniture, equipment and
fixtures located in and/or forming part of the Property (the “Liquidation Agent

Solicitation Process”) and return to Court for approval of such agreement(s);
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(d)

(e)
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(h)
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approved the engagement of Lazard Fréres & Co. LLC (“Lazard”) as financial
advisor and of Northwest Atlantic (Canada) Inc. (“Northwest”) as broker

advisor;

authorized and directed the DIP Entities to enter into and borrow under the DIP

Facility provided by Target Corporation;

approved the creation of the Employee Trust on substantially the terms and
conditions set out in the Employee Trust Agreement, including without
limitation, the appointments of Hon. John D. Ground as trustee (the “Trustee”)

and the Monitor as administrator (the “Administrator”) of the Employee Trust;

approved the Key Employees Retention Plan (“KERP”);

appointed Koskie Minsky LLP (“Koskie Minsky” or “Employee
Representative Counsel”) as counsel for all employees other than officers and
directors (the “Employees”) of the Target Canada Entities in these CCAA
Proceedings, any proceeding under the Bankruptcy and Insolvency Act or in any
other proceeding respecting the insolvency of the Applicants which may be
brought before this Court (the “Insolvency Proceedings”) for any issues
affecting the Employees in the Insolvency Proceedings including, without
limitation, with respect to the Employee Trust Agreement and the Claims Process

(as defined in the Employee Trust Agreement);

provided the Target Canada Entities with the ability, but not the requirement, to
pay, among other things, the following expenses whether incurred prior to, on or
after the Initial Order to the extent that such expenses are incurred and payable

by the Target Canada Entities:
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all outstanding and future wages, salaries, employee benefits (including,
without limitation, employee medical, dental and similar benefit plans or
arrangements), vacation pay and expenses payable on or after the date of the
Initial Order, in each case incurred in the ordinary course of business and
consistent with existing compensation policies and arrangements, and all

other payroll processing expenses;

all outstanding or future amounts owing in respect of customer rebates,
refunds, discounts or other amounts on account of similar customer

programs or obligations;

all outstanding or future amounts related to honouring gift cards issued

before or after the date of the Initial Order;

the fees and disbursements of any Assistants retained or employed by the

Target Canada Entities at their standard rates and charges;

with the consent of the Monitor, amounts owing for goods and services
actually supplied to the Target Canada Entities prior to the date of the Initial

Order by:

(A) logistics or supply chain providers, including customs brokers and

freight forwarders and security and armoured truck carriers;

(B) providers of credit, debit and gift card processing related services;

(C) other third party suppliers up to a maximum aggregate amount of
CADS$10 million, if, in the opinion of the Target Canada Entities,

the supplier is critical to the Orderly Wind-down; and
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(D) any and all sums due and owing to Amex Bank of Canada and
JPMorgan in respect of credit cards issued to management and

employees of the Target Canada Entities; and

(1) approved the Administration Charge, the KERP Charge, the Directors’ Charge,
the Financial Advisor Subordinated Charge and the DIP Lender’s Charge in the

amounts and relative priority as set out in the Pre-Filing Report.

Since the granting of the Initial Order, the Monitor has worked closely with the Target Canada
Entities to stabilize their business and operations (all 133 open stores in Canada have remained
operational since the granting of the Initial Order), including concerted efforts to address urgent
supply chain and other logistical issues essential to the Orderly Wind-down. Stabilization efforts
have included extensive communications with stakeholders (including landlords, critical service
providers, suppliers, pharmacists and other interested parties) and responding to numerous
employee, creditor and other stakeholder requests received through the Monitor’s website and
email address, as well as telephone requests to the Monitor’s hotline established pursuant to the
Initial Order. The Monitor has worked with the Target Canada Entities and with Employee
Representative Counsel to ensure that enquiries are addressed in as timely a manner as possible.
As described further below, the Monitor has also assisted with other activities essential to the
Orderly Wind-down, including matters related to the inventory liquidation sales process and the
Real Property Portfolio Sales Process, communications with pharmacy franchisees to facilitate an
orderly wind-down of the pharmacy operations, maintaining logistics support for operations, and
disclaimer of contracts to facilitate the Orderly Wind-down. The Monitor will continue to
communicate with stakeholders and assist with and facilitate the stabilization of the business and

the Orderly Wind-down, in the interests of all stakeholders.

The purpose of this first report (the “First Report”) is to provide this Court with:
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(1) information regarding the following:

(a) the Liquidation Agent Sales Process;

(b) the Applicants’ motion to seek approval of the Agency Agreement (defined
below) and the process to liquidate the inventory contemplated therein (and in the

Sales Guidelines attached thereto);

(©) the Applicants’ motion to seek approval of the Real Property Portfolio Sales

Process;

(d) the receipts and disbursements of the Target Canada Entities from January 15,

2015 through January 24, 2015;

(e) the DIP Financing facility;

() updated information with respect to the following:

) payments of pre-filing amounts to certain critical service providers;

(i)  notices to disclaim certain contracts and agreements;

(ii1))  the Employee Trust;

(iv)  creditor notifications;

(2) the Applicant’s motion to seek extension of the Stay Period until May 15, 2015;

(h) the Monitor’s activities since the granting of the Initial Order; and

2) the Monitor’s conclusions and recommendations in connection with the foregoing.
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TERMS OF REFERENCE AND DISCLAIMER

In preparing this First Report, the Monitor has been provided with, and has relied upon, unaudited

financial information, books and records and financial information prepared by the Target Canada

Entities and Target Corporation, and discussions with management of the Target Canada Entities

and Target Corporation (collectively, the “Information”). Except as otherwise described in this

First Report, in respect of the Target Canada Entities’ cash flow forecast:

(a)

(b)

the Monitor has reviewed the Information for reasonableness, internal
consistency and use in the context in which it was provided. However, the
Monitor has not audited or otherwise attempted to verify the accuracy or
completeness of the Information in a manner that would wholly or partially
comply with Canadian Auditing Standards (“CASs”) pursuant to the Chartered
Professional Accountants Canada Handbook and, accordingly, the Monitor
expresses no opinion or other form of assurance contemplated under CASs in

respect of the Information; and

some of the information referred to in this First Report consists of forecasts and
projections. An examination or review of the financial forecasts and projections,
as outlined in the Chartered Professional Accountants Canada Handbook, has

not been performed.

Future oriented financial information referred to in this First Report was prepared based on

management’s estimates and assumptions. Readers are cautioned that since projections are based

upon assumptions about future events and conditions that are not ascertainable, the actual results

will vary from the projections, even if the assumptions materialize, and the variations could be

significant.



23

24

2.5

3.0

3.1

32

3.3

-7-

This First Report should be read in conjunction with the Affidavit of Mark J. Wong, General
Counsel and Assistant Secretary of TCC, sworn January 29, 2015 (the “Second Wong

Affidavit”).

Capitalized terms not otherwise defined in this First Report are as defined in the Pre-Filing

Report, the Initial Order and the Second Wong Affidavit, as applicable.

Unless otherwise stated, all monetary amounts contained in this First Report are expressed in

Canadian dollars.

LIQUIDATION AGENT SOLICITATION PROCESS

The Initial Order provided the Target Canada Entities, with the oversight of the Monitor, with the
ability to engage in the Liquidation Agent Solicitation Process in respect of the liquidation of the
inventory, furniture, equipment and fixtures located in and/or forming part of the Property (the

“Inventory and FF&E”) and return to Court for approval of such agreement(s).

Following the commencement of the CCAA Proceedings, five parties (the “Potential Bidders”)
determined to have the requisite expertise, qualifications and capability to implement a retail
liquidation of the scale of the proposed liquidation of the Inventory and FF&E were contacted.
The purpose of this initial contact was to describe the anticipated process and timeline for

soliciting proposals and agreements in respect of the contemplated liquidation.

On January 20, 2015, the following documents were distributed to Potential Bidders (collectively,

the “Bid Documents”):

(a) the solicitation letter (“Solicitation Letter”) inviting Potential Bidders to submit
equity and/or fee proposals in respect of the liquidation of the Inventory and

FF&E (under equity proposals, Potential Bidders were to conduct the liquidation
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and provide a net minimum guaranteed amount to TCC, and under fee proposals,
Potential Bidders were to consult in a liquidation process for a percentage fee on

sales);

the request for proposals (“RFP”), which describes the terms and conditions,
including the procedures to be followed and deadlines, for the submission of
proposals (copies of the Solicitation Letter and RFP are attached as Exhibit C to

the Second Wong Affidavit);

the form of agency agreement to be submitted, in accordance with the RFP, by
Potential Bidders for equity proposals for the liquidation of the Inventory and

FF&E;

the form of consulting agreement to be submitted, in accordance with the RFP,
by Potential Bidders for fee proposals for the liquidation of the Inventory and

FF&E;

the proposed Court orders to be sought by the Applicants for approval of a “Final

Accepted Proposal” for each of the equity and fee proposals; and

the sales procedures (the “Sales Guidelines”) to be followed in connection with
conducting the liquidation of the Inventory and FF&E at TCC’s stores,

distribution centres and corporate head office (collectively, the “Locations”).

In order to facilitate and assist Potential Bidders in conducting due diligence to prepare and

submit proposals, in accordance with the RFP, TCC established an electronic data room (the

“Data Room”) that was activated on the CCAA filing date. The Data Room was pre-populated

with a range of relevant information, including detailed inventory, operations and financial

reports. Potential Bidders were granted access to the Data Room after executing a confidentiality
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agreement (“CA”). Given its familiarity with TCC’s inventory data and operations, the Monitor

acted as the primary point of contact between the Potential Bidders and TCC on all diligence

related information requests and questions. As part of this process, the Monitor regularly

followed up with Potential Bidders with respect to any further information they required and

worked with TCC to respond to such requests. In addition, the Monitor coordinated and attended

several site visits with the Potential Bidders, including visits to the Milton distribution centre, to

enable the Potential Bidders to better understand the logistics network that supports the retail

stores.

Key terms of the RFP were as follows:

(a)

(b)

(©)

(d)

all proposals were to be received, in writing, no later than 3:00 p.m. (EST) on
January 23, 2015 (the “Proposal Deadline”) and were to stipulate that they were

open for acceptance until 5:00 p.m. (EST) on January 27, 2015;

a proposal would be considered a Conforming Proposal only if: (i) the proposal
was received on or before the Proposal Deadline; and (ii) the proposal complied
with all of the requirements outlined in the RFP (subject to such compliance, as
may be determined in the discretion of TCC and the Monitor) (a “Conforming

Proposal”);

equity proposals were required to be submitted using the form of Agency
Agreement enclosed with the RFP and fee proposals were to be submitted using
the form of Consulting Agreement enclosed with the RFP, in each case redlined

to show any proposed changes from the original documents;

TCC, in consultation with the Monitor (and their respective advisors), was to

review each Conforming Proposal and provide feedback, as required, to each
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bidder about its Conforming Proposal(s). TCC was to share certain of the
Conforming Proposals with certain of its key constituents including the DIP

Lender;

() the Final Accepted Proposal was to form the basis of an Agency Agreement

negotiated between TCC and the successful bidder;

(H) the Final Accepted Proposal shall be subject to the approval of this Court and the

DIP Lender, as required; and

(2) TCC reserved the right, in its sole discretion, to accept or reject any and all
proposals or any terms or conditions of a Conforming Proposal, to seek
clarification or enhancement of a Conforming Proposal, to withdraw any of the
Locations at any time prior to the execution of a definitive agreement or to
exclude any bidder from any further participation in the RFP process and had no

obligation to disclose any reason therefor.

Conforming Proposals were received from three bid groups in compliance with the Proposal
Deadline. Some of the five Potential Bidders that were initially provided with the Bid Documents
joined with other Potential Bidders, such that all five Potential Bidders were parties to a

Conforming Proposal. Each bid group submitted both an equity and a fee proposal.

On January 27, 2015, an auction among the three bid groups was conducted at the offices of
Osler, Hoskin & Harcourt LLP, in Toronto. At the completion of the auction, the Target Canada
Entities, in consultation with the Monitor, selected the proposal from a contractual joint venture
comprised of Merchant Retail Solutions ULC, Gordon Brothers Canada ULC and GA Retail

Canada, ULC (collectively, the “Agent”) as the most favourable proposal of those submitted.
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4.0 PROPOSED AGENCY AGREEMENT

4.1 Subject to the approval of the Court, on January 29, 2015, the Agent and certain of the Target
Canada Entities entered into an agency agreement (the “Agency Agreement”), a copy of which is
attached as Exhibit D to the Second Wong Affidavit. The Agency Agreement is summarized in
the table below (capitalized terms used but not defined in this section are as defined in the

Agency Agreement). At a high level, the Agency Agreement:

a) guarantees the Company a minimum recovery of 74% of the Cost Value of the
(@) g pany ry

Merchandise;

(b) provides that the Agent is responsible for store-level operating expenses during

the Sale; and

(c) entitles the Company to share in recoveries in excess of the Expenses, the

Guaranteed Amount and the Agent’s fee.

Target Canada Co., Target Canada Pharmacy Franchising LP and Target Pharmacy (Ontario) Corp.

Summary of Terms of Agency Agreement

Exclusive Agent o A contractual joint venture comprised of Merchant Retail Solutions ULC, Gordon
Brothers Canada ULC and GA Retail Canada, ULC will collectively act as the
exclusive agent and mandatary of TCC, TCC Pharmacy and TCC Pharmacy Ontario
(collectively, the “Company”).

Purpose ° The Agent will conduct the Sale at TCC’s retail stores, distribution centres and
corporate head office, and liquidate the Inventory and FF&E in its entirety.

Timing o The Agency Agreement is conditional upon the Company having obtained an Order
of this Court by no later than February 4, 2015 substantially in the form attached to
the Agency Agreement.

o If the Court issues the proposed Order approving the Agency Agreement, the Sale
will commence within one calendar day of the making of the Order, or such other
date as the parties may mutually agree in writing.

° The Sale Term will end on the Sale Termination Date, which is to be no later than
May 15, 2015 for the stores, April 30, 2015 for the distribution centres (subject to
further extensions as may be agreed upon) and March 31, 2015 for the corporate
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Target Canada Co., Target Canada Pharmacy Franchising LP and Target Pharmacy (Ontario) Corp.

Summary of Terms of Agency Agreement

office.

Sales

All sales of Merchandise and FF&E will be “final sales” and “as is” and all
advertisements and sales receipts will reflect same.

Guaranteed
Amount

The Agent has guaranteed that the Company will receive a net minimum amount of
74% of the “Cost Value” of the Merchandise (the “Guaranteed Amount”),
computed in accordance with the Agency Agreement, and subject to adjustment in
accordance with the Agency Agreement, if: (i) the aggregate Cost Value of the
Merchandise is less than $445 million or greater than $475 million; and/or (ii) the
Cost Value of the Merchandise as a percentage of the Retail Price of the Merchandise
exceeds 63%.

To secure the Agent’s obligations under the Agency Agreement, the Agent has
agreed to deliver to the Company an irrevocable and unconditional standby letter of
credit in the original face amount of $50 million.

Use of Sale
Proceeds

All sales of Merchandise in TCC’s stores will be recorded using the existing POS
System. All proceeds will be collected by TCC and deposited in TCC’s existing
bank accounts on a daily basis and reconciled on a weekly basis.

During each “Weekly Sale Reconciliation” during the Sale Term, all proceeds will be
disbursed as follows:

(a) first, to the Company, to reimburse the Company for Expenses paid by the
Company during the previous week;

(b) second, to the Agent, to reimburse the Agent for Expenses paid by the
Agent during the previous week;

(c) third, to the Company, until payment in full of the Guaranteed Amount;

(d) fourth, to the Agent, until the Agent has received an amount equal to 6% of
the aggregate Cost Value of the Merchandise; and

(e) fifth, 50% to the Agent and 50% to the Company.

Other Terms

The Agent only has the right to supplement the Merchandise in the Sale with
additional goods procured by the Agent, if such additional goods are of like kind and
no lesser quality to the Merchandise in the Sale, and provided that such goods will be
limited to 5% of the aggregate Cost Value of the Merchandise at the Sale
Commencement Date. The Agent will pay the Company 5% of the gross proceeds
for such goods.

The Agent will have the exclusive right to dispose of all FF&E in accordance with
the Agency Agreement. The Agent will receive a commission of 20% on the sale of
any FF&E sold during the Sale.

To the extent that there is Merchandise remaining at the Sale Termination Date, such
remaining Merchandise will be deemed transferred to the Agent free and clear of all
Encumbrances and the Agent shall use commercially reasonable efforts to dispose of
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Target Canada Co., Target Canada Pharmacy Franchising LP and Target Pharmacy (Ontario) Corp.

Summary of Terms of Agency Agreement

such remaining Merchandise by bulk sale, wholesale or otherwise. Any subsequent
proceeds from the sale of such remaining Merchandise is to be distributed in
accordance with the formula set out in “Use of Sale Proceeds” above.

Sales Guidelines o The Agency Agreement is also subject to the Sales Guidelines, which are attached as

(a)

(b)

(©)

(d)

(e)

Schedule “G” to the Agency Agreement (which is attached as Exhibit D to the
Second Wong Affidavit). The Sales Guidelines provide, among other things:

except as otherwise set out in any Court Order, written agreement between
TCC and the landlord, or the Sales Guidelines, the Sale will be conducted in
accordance with the terms of the applicable leases;

the Sale will be conducted so that the locations remain open during the
normal hours of operation provided for in the applicable leases;

all display and hanging signs used in connection with the Sale will be
professionally produced and hung in a professional manner. No signs will
advertise the Sale as a “going-out-of-business” or “bankruptcy” sale;

the purchasers of FF&E will only be permitted to remove FF&E through the
back shipping areas after regular store business hours, with the landlords’
supervision as required by the landlords; and

the Agent will not conduct any auctions of merchandise or FF&E at any of
the locations.

4.2 The Company and the Monitor have the right to monitor the Sale and related activities and be

present in all Locations at all times. The Target Canada Entities, with the assistance of the

Monitor, intend to consult with the Target Canada Entities’ landlords throughout the Inventory

Liquidation Process in order to address concerns and minimize disruptions.

4.3 The Agency Agreement contemplates the creation of a Court-ordered charge in favour of the

Agent on all Merchandise, Proceeds, the FF&E Proceeds, and, if any, the proceeds of the

Designated Company Consignment Goods (to the extent of the FF&E Commission) (to the extent

of the commission payable to the Agent with respect thereto) (collectively, the “Limited

Inventory Charged Property”) in order to secure all amounts due and owing to the Agent under




4.4

4.5

- 14 -

the Agency Agreement (the “Agent’s Charge and Security Interest”). The priority of the

Agent’s Charge and Security Interest and the other Court-ordered charges is as follows:

(a) First — the Agent’s Charge and Security Interest (on the Limited Inventory Charged

Property only);

(b) Second — Administration Charge (to the maximum amount of $6.75 million);

(¢) Third — KERP Charge (to the maximum amount of $6.5 million);

(d) Fourth — Directors’ Charge (to the maximum amount of $64 million);

(e) Fifth — Financial Advisor Subordinated Charge (to the maximum amount of $3 million);

and

(f) Sixth — DIP Lender’s Charge,

provided however that the Agent’s Charge and Security Interest shall be junior and subordinated
to all encumbrances to the extent of any unpaid entitlements due to the Company under the

Agency Agreement.

The Liquidation Agent Solicitation Process was developed and conducted by TCC with the
assistance of the Monitor. The Agency Agreement was negotiated and finalized in consultation
with the Monitor. In negotiating the terms of the Agency Agreement, the Target Canada Entities

(and the Monitor in consultation) were cognizant of the interests of various stakeholders.

The Monitor recommends that the Court approve the Agency Agreement and the Inventory
Liquidation Process as reflected in the Agency Agreement and Sales Guidelines. The Monitor
considered the process leading to the Agency Agreement and the consideration to be received in

respect of the Inventory Liquidation Process in light of the requirements of, inter alia, section 36
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of the CCAA. The Agent was the successful bidder in the Liquidation Agent Solicitation Process
and the Agency Agreement provides for the best guaranteed realization for the benefit of

stakeholders, both by maximizing proceeds and minimizing costs, on a timely and urgent basis.

As indicated previously, the Sales Termination Date under the Agency Agreement is to be no
later than May 15, 2015. The Agent has advised that the operations at many stores may cease
before May 15, 2015, with sales at some stores to be completed potentially as early as the end of
March 2015. In developing the Real Property Portfolio Sales Process described below, the Target
Canada Entities, the Monitor and the Financial Advisor were cognizant of the Inventory
Liquidation Process and the interests of TCC’s landlords and attempted to minimize to the extent
possible in the circumstances any differences in timing between the two processes, while

balancing the objective of maximizing realizations for stakeholders.

The Monitor is of the view that a realization of the assets of the Target Canada Entities in the
CCAA Proceedings allows for a maximization of value through, among other things, a more
flexible, holistic and orderly approach, and does not believe that a realization of the assets under a

bankruptcy would be more beneficial to the creditors of the Target Canada Entities.

REAL PROPERTY PORTFOLIO SALES PROCESS

The Initial Order approved the retention of Lazard as financial advisor (the “Financial Advisor”)
to develop and provide assistance with the sales process for the real property assets held by the
Target Canada Entities (the “Real Property Portfolio Sales Process”). The Initial Order also
approved the retention of Northwest to provide real estate advisory services (the “Broker
Adyvisor”), including any required brokerage services, in respect of the Real Property Portfolio

Sales Process.
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Since their retention, Lazard and Northwest have worked extensively with the Target Canada
Entities, in consultation with the Monitor, to develop the Real Property Portfolio Sales Process.
A copy of the Real Property Portfolio Sales Process is attached as Exhibit E to the Second Wong
Affidavit and is summarized below (capitalized terms not otherwise defined in this section of the
First Report are as defined in the Real Property Portfolio Sales Process and the Sales Process

Procedures).

The Monitor will supervise, in all respects, the Real Property Portfolio Sales Process and any
attendant sales, and without limitation, will supervise the Financial Advisor’s performance under
its engagement by TCC. The Target Canada Entities are required to assist and support the efforts
of the Monitor and the Financial Advisor as provided for in the Real Property Portfolio Sales
Process. In the event that there is disagreement or clarification required as to the interpretation or
application of the Real Property Portfolio Sales Process or the responsibilities of the Monitor, the
Financial Advisor or the Target Canada Entities, this Court will have jurisdiction to hear such

matters and provide advice and directions, upon application of the Monitor or the Applicants.

The Real Property Portfolio Sales Process describes, among other things:

(a) the Leases and the Real Property available for sale;

(b) the manner in which prospective bidders may gain access to due diligence

materials concerning the Leases and Real Property;

(©) the manner in which bidders and bids become Competing or Qualified Bids,

respectively;

(d) the manner in which Competing Bidders may submit Stalking Horse Bids;

(e) the manner in which Stalking Horse Bids become Selected Stalking Horse Bids;
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(H) the receipt, evaluation and negotiation of bids received;

(2) the ultimate selection of one or more Successful Bidders and Backup Bids; and

(h) the process for obtaining such approvals (including the approval of this Court) as
may be necessary or appropriate in respect of a Successful Bid, Backup Bid or

Qualified Bid, as applicable.

The Applicants are seeking an Order of this Court approving the Real Property Portfolio Sales
Process (the “Sale Process Order”), which includes the Sales Process Procedures described

therein. Key components of the Real Property Portfolio Sales Process are set out below.

Solicitation of Interest

As soon as reasonably practical, the Monitor will cause a notice of the Real Property Portfolio
Sales Process to be published in the national editions of The Globe and Mail and The Wall Street

Journal, and to be posted on the Monitor’s website.

As soon as reasonably practical, but in any event no more than three business days after the
issuance of the Sales Process Order, the Financial Advisor will distribute an initial offering
summary of the Leases and the Real Property in a form acceptable to the Target Canada Entities
and the Monitor (the “Teaser Letter”) notifying those potentially interested parties that are
identified by the Financial Advisor, the Broker Advisor and the Target Canada Entities of the
existence of the Real Property Portfolio Sales Process and inviting such parties to express an
interest in making an offer to acquire all or some of the Leases and the Real Property in

accordance with the Sales Process Procedures.

A summary of the key dates for the Real Property Portfolio Sales Process is as follows:
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Phase 1

(a) Phase 1 Bid Deadline — March 5, 2015;

Phase 2

(b) Stalking Horse Bid Deadline' — March 26, 2015;

(©) Qualified Bid Deadline — April 23, 2015; and

(d) Targeted Outside Date — May 15, 2015.

Participation Requirements

Unless otherwise ordered by the Court, or as otherwise determined by the Applicants in
consultation with the Monitor, each person seeking to participate in the Real Property Portfolio

Sales Process must deliver to the Financial Advisor:

(a) a letter setting forth such person’s identity, the contact information for such

person and full disclosure of the principals of such person; and

(b) an executed CA which shall include provisions whereby such person agrees to
accept and be bound by the provisions of the Real Property Portfolio Sales

Process.

The Real Property Portfolio Sales Process is structured in two phases as described below.

" As explained below, the Target Canada Entities, in their reasonable business judgment and with the consent of the
Monitor and in consultation with the Financial Advisor, may select one or more bids to serve as “Stalking Horse

Bids”.
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PHASE 1

Initial Timing

For a period from the date an order approving the Real Property Portfolio Sales Process is issued
until the Phase 1 Bid Deadline, the Financial Advisor (with the assistance of the Target Canada
Entities and the Broker Advisor) will solicit non-binding letters of intent (each an “LOI”) from
prospective parties to acquire one or more of the Leases and/or one or more of the properties

constituting the Real Property.

Due Diligence

Subject to certain limitations, a confidential information memorandum (“Confidential
Information Memorandum”) describing the opportunity to acquire all or some of the Leases
and Real Property will be made available by the Financial Advisor to those parties who have
executed a CA (an “Interested Bidder”). Subject to certain limitations, the Financial Advisor

will provide each Interested Bidder with access to an electronic data room.

Non-Binding LOIs

Interested Bidders that wish to pursue a Sale Proposal must deliver a non-binding LOI to the
Financial Advisor by 5:00 p.m. (EST) on or before March 5, 2015, or such later date or time as
may be determined by the Target Canada Entities on the consent of the Monitor and in
consultation with the Financial Advisor and DIP Lender (the “Phase 1 Bid Deadline”). In order
for a submitted LOI to be considered a qualified LOI (a “Qualified LOI”’) it must comply with
customary requirements as more particularly described in the Real Property Portfolio Sales

Process.
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Assessment of Qualified LOIs

Within five business days of the Phase 1 Bid Deadline, or such later date as may be determined
by the Target Canada Entities with the consent of the Monitor and in consultation with the
Financial Advisor, the Target Canada Entities will, in consultation with the Financial Advisor and
the Monitor, assess the Qualified LOIs received during Phase 1, if any, and will determine
whether there is a reasonable prospect of obtaining a Qualified Bid, including whether a proposed
transaction is reasonably likely to close on or before the Targeted Outside Date of May 15, 2015.
If one or more Qualified LOIs are received and the Target Canada Entities, in consultation with
the Monitor and the Financial Advisor, determine there is a reasonable prospect of obtaining a

Qualified Bid, the Applicants will continue the Real Property Portfolio Sales Process.

PHASE 2

Due Diligence

Each Interested Bidder that: (a) submits a Qualified LOI; and (b) that is not eliminated from the
Real Property Portfolio Sales Process by the Target Canada Entities, following consultation with
the Financial Advisor and the Monitor, and after assessing such Qualified LOI, may be invited by
the Target Canada Entities to participate in Phase 2 (each a “Competing Bidder”). Subject to
certain limitations, the Financial Advisor will provide each Competing Bidder with access to

additional due diligence materials and information relating to the Leases and Real Property.

Stalking Horse Bid from Competing Bidders

The Target Canada Entities, in their reasonable judgment, on consent of the Monitor and in
consultation with the Financial Advisor, may select one or more bids from Competing Bidders to
serve as Selected Stalking Horse Bids. Any Competing Bidder that wishes to submit a stalking

horse bid (a “Stalking Horse Bid’) must submit a Qualified Bid to the Financial Advisor so that
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the bid is received not later than 5:00 pm (EST) on or before March 26, 2015, or such later date or
time as may be determined by the Applicants on the consent of the Monitor and in consultation

with the Financial Advisor and the DIP Lender (the “Stalking Horse Bid Deadline™).

The Target Canada Entities, in consultation with the Financial Advisor and the Monitor, will
review and evaluate each Stalking Horse Bid in accordance with the criteria set out in the Real
Property Portfolio Sales Process, and with the consent of the Monitor and in consultation with the
Financial Advisor, may waive compliance with any one or more of the requirements with respect

to Qualified Bids (which are applicable to Stalking Horse Bids).

If one or more Stalking Horse Bids is received, the Target Canada Entities, exercising their
reasonable business judgment, on consent of the Monitor and in consultation with the Financial
Advisor, will select the Stalking Horse Bid(s) that they consider most favourable and will
negotiate and attempt to settle the terms of a definitive agreement in respect of such Stalking

Horse Bid(s).

A definitive agreement negotiated and settled in respect of a Stalking Horse Bid as selected by the
Target Canada Entities will be a “Selected Stalking Horse Bid” and the person(s) who made the
Selected Stalking Horse Bid will be a “Selected Stalking Horse Bidder”. The Target Canada
Entities may grant, on consent of the Monitor and in consultation with the Financial Advisor,
each Selected Stalking Horse Bidder (i) a Break-Up Fee not to exceed 3% of the negotiated
purchase price of the applicable Leases and/or the Real Property subject to the bid (the “Break-
Up Fee”); and/or (ii) an expense reimbursement of documented and reasonable out of pocket
costs in pursuing the opportunity to consummate a Sale Proposal to a maximum amount of
$150,000 in the aggregate (the “Expense Reimbursement”). A Selected Stalking Horse Bidder
will only be entitled to payment of a Break-Up Fee and/or Expense Reimbursement, as

applicable, if and when the Applicants consummate a transaction for the applicable Leases and/or
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Real Property with a Successful Bidder or a Backup Bidder, neither of which is the Selected
Stalking Horse Bidder. The Financial Advisor has advised the Target Canada Entities, and the
Monitor concurs, that these bid protections, including the percentage of the Break-Up Fee and the

amount of the Expense Reimbursement, are reasonable in the circumstances.

Qualified Bids

The deadline for submission of bids to be considered for the sales of Lease(s) and/or Real
Property (“Qualified Bids”) will be April 23, 2015, or such later date as may be determined by
the Target Canada Entities with the consent of the Monitor and in consultation with the Financial

Advisor and the DIP Lender.

Any Competing Bidder (other than the Selected Stalking Horse Bidder) who wishes to become a
Qualified Bidder must submit a Qualified Bid satisfying the conditions set out in the Sales
Process Procedures, unless the Target Canada Entities, with the consent of the Monitor and in
consultation with the Financial Advisor, waive compliance with any one or more of the

requirements with respect to Qualified Bids.

The Target Canada Entities, in consultation with the Financial Advisor and the Monitor: (a) may
engage in such negotiations with Qualified Bidders as they deem appropriate and may accept
such revisions to Qualified Bids, in their discretion, that are otherwise consistent with the
objectives of the Real Property Portfolio Sales Process; and (b) will determine which is the most
favourable bid with respect to such Lease(s) and/or Real Property, taking into account customary
evaluation criteria, including whether a proposed transaction is reasonably likely to close on or

before the Targeted Outside Date, as described in the Real Property Portfolio Sales Process.
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Auction Process

The Target Canada Entities, in consultation with the Financial Advisor and the Monitor, will
commence one or more auctions (the “Auctions”) on or about April 28, 2015. The Auctions will
be conducted as described in the Real Property Portfolio Sales Process. Only parties who have
submitted Qualified Bids for the Lease(s) and/or Real Property to be auctioned (and their

financial and legal advisors) may participate in the Auctions.

Approval Motion for Successful Bids

The Target Canada Entities will apply to this Court for an order approving the Successful Bid(s),
or for Lease(s) and/or Real Property not subject to an Auction, the applicable Qualified Bid(s),
and authorizing the Target Canada Entities to enter into any and all necessary agreements with
respect to the Successful Bid(s) and Qualified Bid(s), as applicable, and to undertake such other
actions as may be necessary or appropriate to give effect to the Successful Bid(s) and Qualified

Bid(s), as applicable.

Amendment

The Target Canada Entities, on consent of the Monitor, and the DIP Lender, and in consultation
with the Financial Advisor may: (a) amend the Real Property Portfolio Sales Process, or (b)
impose additional terms and conditions and otherwise seek to modify the Real Property Sales

Portfolio Process.

Monitor Updates

The Monitor will provide periodic updates to this Court on notice to the Service List with respect
to the conduct and progress of the Real Property Portfolio Sales Process, including an update to

be delivered to the Court prior to the commencement of any Auction.
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Landlord Communications

The Target Canada Entities, the Monitor and the Financial Advisor will communicate with the
landlords under the Leases from time to time, as appropriate, in connection with their respective

interests in the Real Property Portfolio Sales Process.

DIP Lender Communications

The Target Canada Entities, the Monitor and the Financial Advisor will communicate and consult
with the DIP Lender throughout the Real Property Portfolio Sales Process and will provide

information to the DIP Lender in connection with such communications.

The Real Property Portfolio Sales Process and Sales Process Procedures were developed by the
Target Canada Entities and the Financial Advisor in consultation with the Monitor. The Monitor
recommends that the Court approve the Real Property Portfolio Sales Process and the Sales
Process Order in order to: (i) continue to advance and facilitate the Orderly Wind-down; (ii)
realize on the Leases and Real Property in a comprehensive and coordinated manner through a

single process, and (iii) maximize net realizations for the benefit of all stakeholders.
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6.0 CASH FLOW RESULTS RELATIVE TO FORECAST

6.1 Receipts and disbursements for the period January 15, 2015 to January 24, 2015 (the “Reporting

Period”), as compared to the CCAA Cash Flow Forecast, are summarized in the table below.

(8 in 000's CAD, unless otherwise noted)

Cumulative
Budget Actual Variance
Week Ending 24-Jan 24-Jan B/ (W)
OPERATING RECEIPTS
Sales Receipts $ 52221 $ 81,524 | $ 29,303
Other Receipts - 160 160
TOTAL RECEIPTS 52,221 81,685 29,463
OPERATING DISBURSEMENTS
Employee Payments 16,387 17,791 (1,404)
Rent & Occupancy 9,558 480 9,077
DC/ Logistics 29,035 50 28,985
Normal Course Taxes 17,271 8,396 8,875
Professional Fees 3,747 - 3,747
All Other 14,742 1,034 13,708
Current Operating Disbursements 90,740 27,752 62,988
OPERATING CASH FLOW (38,519) 53,933 92,452
INTERCOMPANY DISBURSEMENTS
Intercompany Services - - -
DIP Interest - - -
Intercompany Disbursements - - -
NET CASH FLOW $ (38519) $ 53933 |$§ 92452
WEEKLY LIQUIDITY
Beginning Bank Cash Balance [1] $ 1,000 $ 3169 $ 2,169
(+/-) Net Cash Flow (38,519) 53,933 92,452
(+/-) Net DIP Draws 47,519 21,730 (25,789)
(+/-) FX Translation - 924 924
Ending Bank Cash Balance [1] 10,000 79,756 69,756
DIP Balance - USD $ 39932 § 19,000 $ 20,932

[1] Actuals assume $1.245 CAD/USD

6.2 During the Reporting Period, the Target Canada Entities’ total receipts were approximately $29.5
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million greater than projected in the CCAA Cash Flow Forecast. Management attributes this
variance primarily to greater than anticipated interest in the retail stores following the

announcement of the CCAA Proceedings and the Orderly Wind-down.

The Target Canada Entities’ total disbursements during the Reporting Period were approximately
$63.0 million less than projected in the CCAA Cash Flow Forecast. Management attributes this
variance primarily to timing differences as disbursement items such as rent, distribution
centre/logistics, taxes and professional fees were delayed during the Reporting Period as TCC
worked with vendors on post-filing payment terms and/or invoices for obligations incurred had
not yet been received. It is anticipated that the majority of this variance will reverse as delayed

disbursements are caught up.

Overall, during the Reporting Period, the Target Canada Entities experienced a positive net cash
flow variance of approximately $92.5 million relative to the CCAA Cash Flow Forecast.
However, as noted above, it is anticipated that this variance will decline as the Orderly Wind-
down progresses, and store sales trend closer to forecast amounts and delayed disbursements are

caught up.

The closing cash balance as at January 24, 2015 was approximately $79.8 million, as compared to
the projected cash balance of $10 million. The variance was due to the net positive variance in
receipts and disbursements described above and a slightly higher opening cash position than

projected, less USD $16 million repaid on the DIP Facility (as discussed below).

The Initial Order entitled the Target Canada Entities to continue to utilize their existing Cash
Management System, as described in the Pre-Filing report. The Cash Management System of the
Target Canada Entities continues to operate in the same manner as it had prior to the

commencement of the CCAA Proceedings.
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DEBTOR-IN-POSSESSION FINANCING

The Initial Order authorized the DIP Entities to borrow, on a joint and several basis, under a
credit facility from Target Corporation (the “DIP Lender”) in order to finance the DIP Entities’
working capital requirements and other general corporate purposes and to allow them to make
such other payments as permitted under the Initial Order and the DIP Facility Term Sheet (the
“DIP Facility”), provided that borrowings under the DIP Facility are not to exceed USD $175

million unless permitted by further Order of this Court.

Following the granting of the Initial Order, TCC borrowed USD $35 million in order to fund an
immediate payroll requirement of approximately $17.4 million and payroll withholding taxes of

approximately $4.4 million, and to provide general liquidity.

In accordance with the terms of the DIP Facility Term Sheet, TCC subsequently repaid USD $16
million against the DIP Facility during the Reporting Period, such that the outstanding

borrowings under the DIP Facility as at January 24, 2015 are USD $19 million.

UPDATED INFORMATION

Critical Service Providers

Since the date of the Initial Order, the Applicants with assistance of the Monitor, have been
working to stabilize the business and to facilitate the Orderly Wind-down, including minimizing
disruption to services essential to the Orderly Wind-down, such as distribution services. The
Monitor has worked with the Target Canada Entities to stabilize the business and address critical
service provider concerns. As authorized by the Initial Order, this has included the payment of
certain pre-filing amounts to certain critical service providers to maintain an adequate level of

service and otherwise facilitate the Orderly Wind-down. In most cases, these payments
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represented negotiated partial payments against pre-filing amounts to suppliers involved in the

Applicants’ supply chain.

Notices to Disclaim or Resiliate Agreements

Since the granting of the Initial Order, the Monitor has worked closely with the Target Canada
Entities to assist, in the case of pharmacies, in the timely transition of patients and pharmacists to
alternative pharmacies, and in facilitating and implementing the Orderly Wind-down that will
ultimately result in the cessation of the Target Canada Entities’ operations. A key component of
the Orderly Wind-down is the orderly disclaimer of contracts and corresponding reduction in

costs and expenses to the estate in the interests of the stakeholders.

As outlined in the Second Wong Affidavit, immediately following the granting of the Initial
Order, and in anticipation of the disclaimer of pharmacy franchise agreements as part of the
Orderly Wind-down, the Target Canada Entities contacted each of the applicable pharmacy
colleges across Canada to advise that the CCAA Proceedings will ultimately result in the closure
and/or relocation of all 93 franchised Target branded pharmacies in Canada (outside of Quebec),
and all 14 Target/Brunet co-branded pharmacies in Quebec. The Target Canada Entities, in
consultation with the Monitor, then initiated extensive communications with pharmacy
franchisees regarding the impact of the Initial Order and the Orderly Wind-down, and the steps
that franchisees would be required to take to comply with regulatory and professional
requirements regarding the safeguarding of patient files, communication with patients, and the
ongoing sale and relocation of scheduled drug inventory. The Target Canada Entities’ ongoing
communications with the pharmacy franchisees have included a group conference -call,
establishing a dedicated email address to respond to franchisee questions, and replying to group

and individual enquiries (in consultation with legal advisors).
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On January 26, 2015, as provided for, and in accordance with, subsection 32(1) of the CCAA, the

Target Canada Entities provided notice in the prescribed form and with the approval of the

Monitor to:

(a)

(b)

approximately 55 vendors of the Target Canada Entities’ intention to disclaim or
resiliate their contracts or agreements. The counterparties to these agreements
primarily provided employment agency, advertising and marketing, and
merchandising services to the Target Canada Entities that are no longer required;

and

94 pharmacy franchisees of the Target Canada Entities’ intention to disclaim or
resiliate their franchise agreements and all other ancillary agreements. The
Target Canada Entities are working with the pharmacy franchisees and a third-
party IT services provider to help facilitate the franchisees’ ability to obtain
and/or transfer patient files and related customer data. The Target Canada
Entities are also working with their telecommunications service provider to
facilitate the transfer of telephone and/or facsimile numbers used in the

pharmacy operations to the pharmacy that the franchisees designate.

To date, two franchised pharmacies have closed, with the Applicants having facilitated the

transfer of related patient information to a pharmacy of the franchisees’ direction. There is a

closure plan in place with McMahon, such that the 14 Quebec-based pharmacies will be closed on

or before February 11, 2015. With respect to the three corporate-owned pharmacies, an

agreement regarding the orderly transfer of the patient information to Wal-Mart Canada Corp.

was entered into on January 29, 2015 and the Applicants are in discussions regarding the potential

sale of the corporate pharmacy scheduled drug inventory.
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In addition to the foregoing, TCC Mobile and Glentel Inc. (“Glentel”) have agreed to a mutual
termination of their agreement, and Glentel has removed its inventory, equipment and supplies
from all of TCC’s stores. Similarly, TCC and Starbucks Coffee Canada, Inc. (“Starbucks”) have
agreed to a mutual termination of their master licensing agreement, and Starbucks-branded cafes

ceased operating within TCC’s stores on or before January 23, 2015.

Employee Trust

The Initial Order approved the creation of the Employee Trust on substantially the terms and
conditions set out in the Employee Trust Agreement, including without limitation, the
appointments of Hon. John D. Ground as Trustee and the Monitor as Administrator. The Initial
Order also appointed Koskie Minsky as Employee Representative Counsel for all employees
other than officers and directors of the Target Canada Entities in these CCAA Proceedings or any
other Insolvency Proceedings which may be brought before this Court for any issues affecting
Employees in the Insolvency Proceedings, including without limitation, with respect to the

Employee Trust Agreement and the Claims Process.

On January 21, 2015, in accordance with the Employee Trust Agreement, Target Corporation
provided the initial funding of the Employee Trust by paying $52.5 million in trust to the
Monitor’s legal counsel, Goodmans. Based on updated potential trust liability estimates, Target
Corporation has increased the Maximum Required Trust Contribution from $70 million to $90
million and, on January 30, 2015, funded an additional $37.5 million to Monitor’s counsel in trust
for the Employee Trust. The Monitor has facilitated the opening of a new trust account at Royal
Bank of Canada (the “Employee Trust Account”) and will initiate the transfer of the funds held

by Monitor’s legal counsel in their entirety to that account as soon as possible.

On January 23, 2015 (the “First Separation Date”), TCC notified approximately 560 salaried

Eligible Employees (the “Notified Employees”) that their services were no longer required. As
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the First Separation Date corresponded with the end of TCC’s bi-weekly payroll cycle, the

Notified Employees will receive their final pay from TCC on January 30, 2015. It is anticipated

that the first payment to the Notified Employees that is to be funded from the Employee Trust

Account will be made on February 13, 2015, at the end of the following bi-weekly payroll cycle.

To date, no hourly employees have been notified by TCC of their separation date.

Employee Representative Counsel

The Monitor is in regular contact with Employee Representative Counsel and understands that

Employee Representative Counsel has/is:

(a)

(b)

established a website for the Target Canada Entities’ employees in order to
provide up-to-date information regarding the CCAA Proceedings, guidance on
commonly asked questions and ready access to relevant documents including
correspondence from Koskie Minsky to employees, communications from the

Target Canada Entities and Court-filed documents;

established a toll-free telephone number and email address dedicated to the
Target Canada Entities’ employees through which employees can direct
questions to Employee Representative Counsel. Messages are monitored and
answered promptly by four dedicated communications personnel (including two
who are bilingual), who refer questions to counsel for response as necessary.
Employee Representative Counsel has informed the Monitor that to-date it has
received approximately 450 inquiries and has responded to all of them (at a
minimum to acknowledge the inquiry) and has addressed the specific questions
in all but approximately 50 such inquiries, which will be responded to as further

information becomes available;
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issued a national press release upon the CCAA filing on January 15, 2015 with

contact information for Employee Representative Counsel;

developed and recorded a webcast with a slide presentation to provide
information regarding the CCAA process, the Employee Trust and other matters

relevant to employees, which has been posted to Koskie Minsky’s website;

held two information sessions, with question and answer periods, for head office

employees at TCC’s headquarters in Mississauga, Ontario on January 22, 2015;

met with the Monitor, TCC and the Trustee to discuss the operation of the

Employee Trust;

discussed the role of Employee Representatives (as defined in the Employee
Trust Agreement) with several interested employees, and is in the process of
confirming its recommendations to this Court for the Court hearing scheduled on

February 11, 2015;

exploring other approaches, in addition to the posted webcast and dedicated

communications, to communicate with employees that work in the stores;

consulted with counsel in Quebec to provide advice, as necessary, regarding the

impact of the CCAA Proceedings on employees located in that province; and

had discussions with Service Canada regarding potential services that Service

Canada may be able to provide for employees.
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Creditor Notifications

Pursuant to the Initial Order, the Monitor was required to: (i) without delay, publish in The
Globe and Mail (National Edition) and La Presse a notice containing the information prescribed
under the CCAA,; (ii) within five days after the date of the Initial Order, (A) make the Initial
Order publicly available in the manner prescribed under the CCAA, (B) send or cause to be sent,
in the prescribed manner, a notice to every known creditor who has a claim against the Target
Canada Entities of more than $1,000, and (C) prepare a list showing the names and addresses of
those creditors and the estimated amounts of those claims, and make it publicly available in the
prescribed manner, all in accordance with section 23(1)(a) of the CCAA and the regulations made
thereunder, provided that the Monitor shall not make the claims, names and addresses of

individuals who are creditors publicly available.

A notice containing the information prescribed under the CCAA was published in each of The

Global and Mail (National Edition) and La Presse on January 21, 2015 and January 27, 2015.

On the day of the Initial Order, the Monitor activated its Case Website and a copy of the entered
Initial Order was posted to the website. On January 20, 2015, a notice was mailed by Prime
Clerk, the Target Canada Entities’ and Monitor’s noticing agent, to every known creditor who
may have a claim against the Target Canada Entities of more than $1,000. On January 20, 2015,
the Monitor prepared and posted to its website a list showing the names and addresses of every
known creditor who may have a claim against the Target Entities of more than $1,000, excluding

the claims, names and addresses of individuals who may be creditors.

EXTENSION OF THE STAY PERIOD

Pursuant to the Initial Order, the Stay Period is to expire on February 13, 2015. The Applicants

are seeking an extension of the Stay Period to May 15, 2015.
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9.2 The Monitor supports the Applicants’ motion to extend the Stay Period to May 15, 2015 for the

following reasons:

(a)

(b)

(c)

(d)

(e)

®

the stay is required to provide the necessary stability and certainty to enable the
Target Canada Entities to, forthwith following the granting of the requested
Orders, begin implementing the Inventory Liquidation Process and Real Property

Portfolio Sales Process in furtherance of the Orderly Wind-down;

the extension corresponds with the Targeted Outside Date under the Real
Property Portfolio Sales Process and the date by which the Inventory Liquidation

Process is required to be completed;

the stay will permit the Target Canada Entities to continue to take all other

necessary steps in furtherance of the Orderly Wind-down;

management of the Target Canada Entities’ have been focused on the Orderly
Wind-down process, and need to maintain this level of focus to ensure the

success of the Orderly Wind-down;

the DIP Facility remains available to the DIP Entities and is projected to provide
the Applicants with sufficient liquidity to conclude the Orderly Wind-down

process; and

the Applicants continue to act in good faith and with due diligence.



9.3

10.0

10.1

-35-

The Applicants are working to update and extend the CCAA Cash Flow Forecast through the
week ending May 16, 2015. The extended cash flow forecast will be provided to the Court prior

to the February 4, 2015 hearing.

MONITOR’S ACTIVITIES TO DATE

In addition to the Monitor’s ongoing supervision and involvement with the Liquidation Agent
Sales Process and Real Property Portfolio Sales Process as described above, the activities of the

Monitor from the date of the Pre-Filing Report have included the following:

e assisting the Applicants with communications with employees, pharmacy franchisees,

suppliers and other parties;

e assisting TCC in stabilizing its supply chain, including extensive communications with
the third-party operator of TCC’s distribution centres, vendors, freight forwarders and
consolidators, ocean freight carriers and other transportation companies, with a view to
minimizing supply disruption and continuing the movement of goods-in-transit to the

distribution centres and stores;

e discussions and meetings with landlords, the Applicants, the Financial Advisor and
counsel in respect of the CCAA proceedings and the proposed Inventory Liquidation

Process and Real Property Portfolio Sales Process;

e numerous discussions with suppliers and other creditors, including with respect to
requests for critical supplier status and a meeting with Monitor counsel, Applicants’

counsel and counsel representing a number of suppliers to discuss various supplier issues;
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responding to a high volume of enquiries from stakeholders, including addressing
questions or concerns of parties who contacted the Monitor on the toll-free number or

email account established by the Monitor;

assisting the Applicants in implementing an appropriate accounting cut-off to ensure

proper determination of pre and post-filing obligations and liabilities;

monitoring the receipts, disbursements, purchase commitments and arrangements for
deposits with certain suppliers and creditors of the Applicants, including tracking

outstanding balances and commitments due to critical service providers;

assisting the Applicants in assessing certain components of the Orderly Wind-down,
including the cancellation of open purchase orders, closure of the Starbucks-branded
cafes and Glentel kiosks, disclaimer of contracts and agreements, employee reductions

and other matters;

in its capacity as Administrator, communications with and among Employee
Representative Counsel, Monitor counsel, Applicants counsel and the Trustee regarding

the Employee Trust and facilitating the opening of the Employee Trust Account;

posting non-confidential materials filed with the Court to the website established by the

Monitor for the CCAA Proceedings; and

attending to the notice requirements as described above, completing the statutory filings
pursuant to Section 23 of the CCAA and filing those forms with the Office of the

Superintendent of Bankruptcy (Canada).
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11.0. MONITOR’S RECOMMENDATION

11.1  For the reasons set out in this First Report, the Monitor is of the view that the relief requested by
the Applicants is reasonable and respectfully recommends that this Court make the Orders

granting the relief requested by the Applicants.

4e'S
All of which is respectfully submitted to this Court this %0 day of January, 2015.
Alvarez & Marsal Canada Inc., in its capacity

as Monitor of Target Canada Co., and
the other Applicants listed on Appendix “A”

ity . Qddu

Per:

Name: Douglas R. Mclntosh Name: Alan J. Hutchens
Title:  President Title:  Senior Vice President
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Applicants
Target Canada Co.

Target Canada Health Co.

Target Canada Mobile GP Co.

Target Canada Pharmacy (BC) Corp.
Target Canada Pharmacy (Ontario) Corp.
Target Canada Pharmacy (SK) Corp.
Target Canada Pharmacy Corp.

Target Canada Property LL.C

Partnerships
Target Canada Pharmacy Franchising LP

Target Canada Mobile LP

Target Canada Property LP
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