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1.0 INTRODUCTION 

1.1 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. C-36, as amended (the “CCAA”).  Pursuant to an 

Order of this Court dated January 15, 2015, Alvarez & Marsal Canada Inc. (“A&M”) 

was appointed Monitor of the Target Canada Entities in the CCAA proceedings (the 

“Monitor”).  The proceedings commenced by the Applicants under the CCAA are 

referred to herein as the “CCAA Proceedings”. 

1.2 On February 11, 2015, this Court issued the “Amended and Restated Initial Order” 

(hereinafter, unless the context otherwise requires, the “Initial Order”), which 

incorporates certain changes to the Initial Order granted January 15, 2015 that were 

described in the Second Report of the Monitor (the “Second Report”) dated February 9, 

2015. 

1.3 In connection with the CCAA Proceedings, the Monitor has provided to this Court 

thirteen reports and one supplementary report (the “Supplementary Report”, and 

collectively, the “Monitor’s Reports”).  A&M has also provided to this Court the Pre-

Filing Report of the Proposed Monitor (the “Pre-Filing Report”) dated January 14, 2015 

(together with the Monitor’s Reports, the “Prior Reports”).  The Prior Reports, the 

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.  
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1.4 As a result of a Notice of Objection dated May 10, 2015, filed by ISSI Inc. and Elfe 

Juvenile Products Ltd., RSJ Morawetz, at a court attendance on May 11, 2015, requested 

that the Monitor provide the Court and the creditors with information in connection with 

a Transaction Agreement dated January 12, 2011 between Zellers Inc. (“Zellers”), 

Hudson’s Bay Company (“HBC”), Target Corporation and TCC (the “Transaction 

Agreement”),  and provide copies of the relevant agreements. 

1.5 The purpose of this Fourteenth Report is to provide the Monitor’s report following its 

review in connection with the foregoing.  

2.0 TCC STORE LEASES 

2.1 In considering the Transaction Agreement, the Monitor reviewed materials concerning 

the TCC Store Leases previously filed in these CCAA Proceedings as well as the 

Transaction Agreement and certain related agreements and other documents (described 

below). 

2.2 As described in the Monitor’s Pre-Filing report, as of the Filing Date, TCC was party to 

store leases in respect of 137 locations and directly owned 3 stores, for a total of 140 

store locations (the “Store Locations”). The Monitor’s Pre-Filing Report further 

indicates that many of the retail store leases were subject to a parent indemnity or 

guarantee by Target Corporation in favour of the landlord.  

2.3 As described in the affidavit of Mark J. Wong, General Counsel and Assistant Secretary 

of TCC, sworn January 14, 2015 (the “Wong Affidavit”), which provided a general 

background with respect to the Target Canada Entities, in 2011, TCC accepted the 

assignment of 135 leases from Zellers (133 of which TCC had possession of as at the 

 



- 3 - 

Filing Date1) (the “Zellers Leases”) with the intent to renovate and open TCC stores 

throughout Canada under the Target banner.   

2.4 Of the 137 retail leases, 75 such leases, including 74 Zellers Leases, are subject to a 

guarantee by Target Corporation in favour of the landlord (the “Target Corporation 

Guaranteed Leases”).  

2.5 In preparing this Report, the Monitor did not consider the Transaction Agreement in 

isolation, but in conjunction with certain related agreements in order to determine how 

the transaction between Zellers, HBC, Target Corporation and Target was effected. The 

documents reviewed included: 

(a) The Transaction Agreement attached as Appendix B which, among other things: 

(i) provides (in the recitals and Article 2) that Zellers agrees to assign certain 

leasehold interests to TCC through two tranches, the first tranche of up to 

110 leases (the “First Tranche Leases”) and the second tranche, which 

when added to the First Tranche, is to total no more than 220 leases (the 

“Second Tranche Leases”). As part of these transactions, each of Zellers 

and TCC agreed to enter into Lease Assignment and Assumption 

Agreements; 

(ii) provides, in section 3.1, for a purchase price of $912,500,000 for the First 

Tranche Leases (the “First Tranche Purchase Price”) and $912,500,000 

for the Second Tranche Leases (the “Second Tranche Purchase Price”); 

1  The Wong Affidavit refers to 135 leases from Zellers. This included the 133 Zellers  Leases, and two additional 
leases that Zellers assigned to TCC which TCC disposed of after the closing of the transaction with Zellers. 
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(iii) lists, in Article 7, the covenants of the parties, which include at section 7.7 

the agreement by Zellers, HBC and their affiliates to fully cooperate in 

order to allow TCC, Target Corporation or any designee to enter, operate, 

develop, remodel and/or redevelop each property for any uses which are 

consistent with a first class retail shopping centre in Canada and that 

Zellers and HBC will cause each Zellers Entity on its own behalf and on 

behalf of those claiming, by, through and under such Zellers Entity to take 

certain steps, including to modify, waive, release and terminate all use 

restrictions and use exclusives benefitting or enforceable by the Zellers 

Entity that would limit or prohibit the operation of any Permitted Use by a 

Target Entity and also including providing certain consents and approvals; 

(iv) provides, in section 11.3, for a very broad indemnity from TCC to Zellers 

and its directors, officers, employees, agents and shareholders; 

(v) provides, in section 12.2, for a guarantee by Target Corporation whereby 

Target Corporation unconditionally, absolutely, continuingly and 

irrevocably guarantees to Zellers, (including its directors, officers, 

employees, agents and shareholders) and HBC the timely payment and 

performance by TCC of its obligations and liabilities arising under the 

Transaction Agreement and certain ancillary agreements, which includes 

obligations arising under the Zellers Leases; 

(vi) provides, in section 13.5, that the Transaction Agreement “will not benefit 

or create any right or cause of action directly in favour of any Person, 

other than the Parties to the Agreement”; and 
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(vii) provides, in section 13.12, that following execution, the Transaction 

Agreement is binding on and enures to the benefit of Zellers, HBC, Target 

Corporation and TCC and their respective successors and permitted 

assigns; 

(b) First Amending Agreement to Transaction Agreement dated February 17, 2011 

(the “February 17, 2011 Amending Agreement”) attached as Appendix C 

which, among other things, amends the First Tranche Purchase Price to 

US$400,000,000 and $516,500,000; 

(c) Amended and Restated Transaction Agreement dated September 12, 2011 (the 

“Amended and Restated Transaction Agreement”) attached as Appendix D 

which, among other things, specifies the closing date for the Second Tranche 

Leases, and incorporates the amended purchase price from the February 17, 2011 

Amending Agreement; and 

(d) First Amending Agreement to Amended and Restated Transaction Agreement as 

of January 20, 2012 (the “January 20, 2012 Amending Agreement”) attached as 

Appendix E which, among other things, addresses certain operating covenants 

relating to pharmacy operations;  

(e) Second Amending Agreement to Amended and Restated Transaction Agreement 

dated June 18, 2012 attached as Appendix F, Third Amending Agreement to 

Amended and Restated Transaction Agreement dated June 18, 2012 attached as 

Appendix G and Fourth Amending Agreement to Amended and Restated 
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Transaction Agreement dated December 14, 2012 attached as Appendix H, all of 

which primarily relate to the amendment of sublease vacancy dates. 

2.6 In addition to the foregoing documents, the Monitor also obtained information in respect 

of, and reviewed a sampling of, the following agreements which were executed 

throughout 2011 in order to complete the acquisition of the Zellers Leases: 

(a) Assignment and Assumption of Lease Agreements in respect of the Zellers Leases 

executed between Zellers and TCC which assigned the individual Zellers Leases 

to TCC (collectively, the “Assignment Agreements”); and 

(b) Lease Amending Agreements in respect of the Zellers Leases executed between 

the specific landlord and TCC which amended certain terms of the individual 

Zellers Leases (collectively, the “2011 Lease Amending Agreements”). 

3.0 EFFECT OF TRANSACTION AGREEMENT (AS AMENDED) ON THESE 
CCAA PROCEEDINGS  

3.1 A review of the status of the various Zellers Leases indicates the following: 

(a) Of the 133 Zellers Leases, 74 are Target Corporation Guaranteed Leases; 

(b) Of the remaining 59 Zellers Leases, Zellers was released in respect of 34 such 

leases, by the terms of the 2011 Lease Amending Agreements;2 

2 The 2011 Lease Amending Agreements specifically released Zellers from any future obligations in 78 Zellers 
Leases, however of these 78 Zellers Leases, 44 are Target Corporation Guaranteed Leases. 
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(c) Of the remaining 25 Zellers Leases, Zellers was released in respect of 10 such 

leases, by the terms of the transactions completed pursuant to the Real Property 

Portfolio Sales Process; 

(d) Of the remaining 15 Zellers Leases, 6 such leases are the subject of transactions 

pending completion as part of the Real Property Portfolio Sales Process, wherein 

releases of Zellers have been requested3; and 

(e) Accordingly, there are 9 Zellers Leases which are not subject to sale agreements, 

in respect of which Zellers has not been released, and in respect of which Target 

Corporation has not given a direct guarantee in favour of the landlord.  

3.2 A detailed listing of the status of all Store Locations (including the lease details set out 

above) is attached as Appendix I 4. 

3.3 The existence of the guarantees by Target Corporation, whether given directly to the 

landlord by way of a Target Corporation Guaranteed Lease, or to Zellers by way of the 

Transaction Agreement and related agreements, does not change TCC’s overall exposure 

to claims.  

3.4 Guarantee claims in respect of the Transaction Agreement would be derived from claims 

that would otherwise be advanced by landlords in respect of the guaranteed leases and 

there can be no double recovery for claims based on the same liability.  While affected 

landlords may have an additional source of recovery by virtue of either the Zellers 

3  In respect of these 6 leases, there is currently no certainty that a release of Zellers will be obtained. However, as 
these leases are subject to sale agreements, provided that the sales are completed, damage claims to the TCC 
estate will be mitigated upon closing as the buyer will assume all post-closing lease obligations.   

4  Appendix I is a summary of certain information provided to the Monitor by counsel to TCC.  
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covenant or a guarantee by Target Corporation, TCC’s overall exposure will remain the 

same, regardless of whether the claim is by the affected landlord, or a subrogated claim 

by Zellers or by Target Corporation.  As indicated above, and assuming that Target 

Corporation becomes subrogated to a landlord’s position in every case in which it has 

given a guarantee to Zellers, there are up to 15 leases in respect of which the identity of 

the claimant might change because of the existence of the Transaction Agreement (i.e. 

the 9 Zellers Leases referenced above at 3.1(e) and up to 6 additional Zellers Leases 

referenced above at 3.1(d)).   

3.5 The quantum of claims asserted against TCC in respect of any disclaimed agreements, 

including those for which Target Corporation has a subrogated claim, has not yet been 

determined.  Those determinations will be made in the Court-approved claims process. 

4.0 INITIAL AFFIDAVIT 

4.1 At the court hearing on May 11th, 2015, certain creditors asked that the issue of disclosure 

of the Transaction Agreement in the Initial Affidavit be addressed.  The Monitor 

requested a response from TCC and its counsel, Osler, Hoskin & Harcourt LLP in 

consideration of this matter. Attached as Appendix J is correspondence from Osler, 

Hoskin & Harcourt LLP to Goodmans LLP dated June 1, 2015 in connection with the 

issue. 

 





 

Appendix A 
List of the Applicants and Partnerships 

Applicants 

Target Canada Co. 

Target Canada Health Co. 

Target Canada Mobile GP Co. 

Target Canada Pharmacy (BC) Corporation. 

Target Canada Pharmacy (Ontario) Corporation. 

Target Canada Pharmacy (SK) Corporation. 

Target Canada Pharmacy Corporation. 

Target Canada Property LLC 

Partnerships 

Target Canada Pharmacy Franchising LP 

Target Canada Mobile LP 

Target Canada Property LP
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TRANSACTION AGREEMENT

Amended and Restated Transaction Agreement dated September_, 2011 between Zellers Inc.
("Zellen"), Hudson's Bay Company ("BBC''), Target Corporation ("Target"), and Target
Canada Co.

RECITALS:

A. .Zellers operates a chain ofretail department stores throughout Canada under the "Zellers"
banner.

B. Target operates a chain of retail department stores throughout the United States.

C. Zellers wishes to assign certain of the leasehold interests that it currently uses in its
operations subject to subleases back to it so as to allow it to continue to operate its
business on such leased premises for varying periods oftime.

D. Target wishes to obtain an assignment ofthe aforesaid leasehold interests from Zellers to
use for itselfor to allow it to assign certain of such leasehold interests to other parties on
terms that it may negotiate, subject in each case to the aforesaid subleases to Zellers.

Zellers, HBC, Target, and Target Canada are parties to a transaction ,agreement dated
January 12, 2011 (the "Original Transaction Agreement'') that, among other things.
provides for the assignment by Zellers ofcertain leasehold interests to Target pursuant to
the terms ofthe Original Transaction Agreement

F. Zellers, HBC. Target. and Target Canada are parties to an amending agreement dated
February 17, 2011 to the Original Transaction Agreement (the "Amending Agreemenf')
that amended certain terms concerning the payment ofthe Purchase Price.

G. The First Tranche Purchase Price bas been paid by Target Canada pursuant to the.
Original Transaction Agreement and the other transactions contemplated by the Original
Transaction Agreement to be completed on the First Tmnche Closing Date have been so
completed.

H. ZeUers, HBC, Target, and Target Canada wish to further amend and restate the Original
Transaction Agreement, as contemplated in this Agreement.

.THEREFORE, the Parties agree as follows:

ARTICLEl
INTERPRETATION

SectiOD 1.1 Defined Terms.

As used in this Agreement, the following terms have the following meanings:

"AccruecilDterest" has the meaning specified in Section 3.8(3).
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":At'IiIiate" of any Person meanst at the time such determination is being made, any other
Person controlling, controlled by or under common control with such first Perso~ in each
case, whether directly or indirectly, and "control" and any derivation of such term means
the possession, directly or indirectly, ofthe power to direct the management and policies,
business or affairs of a Person whether through the ownership of voting securities or
otherwise.

"Agreement" means this amended and restated transaction agreement.

"Amending Agreement" means an amending agreement dated Febroary 17,2011 to the
Original Transaction Agreement between Zellers, HBC. Target, and Target Canada.

"Ancillary Agreements" means the Lease Assignment and Assumption Agreements, the
Subleases, the Designee Assignment and Assumption Agreements, and the Brand
Waiver.

"Asaignee" has the meaning specified in Section 12.2(1).

"Assumed Liabilities" has the meaning specified. in Section 4.1.

"Aathorization" means, with respect to any Person, any order, permit, approval,
consent, waiver, license. no action letter or similar authorization of any Governmental
Entity having jwisdietion over the Person.

"Books and Records" means all books, records, tiles, reports and documents (including
all correspondence, real estate and engineering data, facilities reports, blueprints and
other property records), in whatever format.

"BraDd Waiver" has the meaning specified in Section 9.2(e).

"BusiDess Day" means any day of the year, other than a Saturday, SWlday or any day on
which major banks are closed for business in Toronto, Ontario or Minneapolis.
Minnesota.

"Closing Date" means, as applicable, 'the First Tranche Closing Date or the Second
Tranche Closing Date.

"Commissioner of Competition" means the Commissioner of Competition appointed
pursuant to the Competition Act and includes Persons authorized by the Commissioner of
Competition.

"Competition Act" means the Competition Act (Canada).

"Competition Act Approval" has the meaning specified in Section 7.3(4).

"Competition Tribunal" means the Competition Tribunal established Wlder the
Competition Act.

"Cost Basis" bas the meaning specified in Section 3.8(2).
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"Damages" means any losses, liabilities, damages, out of pocket expenses or costs
(including reasonable legal fees and expenses), contingent or otherwise, whether
liquidated or unliquidated, whether resulting from an action, suit, proceedin& arbitration,
application, cause ofaction, claim or demand that is instituted or asserted by a third party,
including a Governmental Entity, or a cause, matter, thing, act, omission or state of facts
not involving a third party.

"Default Notice" means any written notice given by the Landlord under any Lease
claiming or alleging that Zellers (or any Affiliate ofZellm) is or may be in default ofits
obligations under such Lease and which default or 'allegation ofdefault remains uncured.

"Delivery Date" has the meaning specified in Section 2.1(4).

"Desipee" has the meaning specified in Section 2.7(1).

"Designee Assignment aDd Assumption Agreement" bas the meaning specified in
Section 2.7(l)(a).

"Du'eet Claim" means any cause, matter, thing, act, omission or state of facts not
involving a Third Party Claim which entitles an Indemnified Party to make a claim for
indemnification under this Agreement. '

"Diselosare Letter" means the disclosure letter dated the Execution Date and delivered
by Zellers to Target with the Original Transaction Agreement.

"Due Diligence File" means the electronic files (other than those contained in the folder
entitled "Bay Lease Info") ona computer hard drive created by Zellers and provided to
Target (as updated by the electronic files on a computer hard drive created by Target and
provided to Zellers on January 11,2011) consisting ofdocuments and information related
to the Leases (mcluding copies of all leases, occupancy agreements and amendments
thereto and all other documents and correspondence in the possession or control of
Zellers which relate to the Leases and the Leased Properties) assembled and made
available by Zellers to Target.

"Effective Time" means 12:01 a.m. (Toronto time) on the relevant Closing Date,
Vacancy Date or Delivery Date. as the case may be.

~EDCQmbraoces" means pledges, liens, charges, security interests, leases, title retention
agreements, mortgages, hypothecs, restrictions, development or similar agreements,
easements, rights-of-way, title defects, options or adverse claims or encumbrances ofany
kind or character whatsoever.

"Excluded Liabilities" has the meaning specified in Section 4.2.

"ExecutioD Date" means January 12,2011.

"Failure to Operate" means a mluction. change or cessation in Zellers' operations at a
Leased Property which, were it to continue, would give rise to a Landlord Recapture
Right and which is not caused by a force majeure.
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"Final Adjustments" has the meaning specified in Section 3.3.

"Fint Four FilJeaI Quarters" means the four full Fiscal Quarters ending immediately
following the Execution Date.

"Fiscal Quarter" means any of the quarterly accounting periods ofZellers, ending on or
about April 30, July 31, October 31 and January 31 ofeach year.

"Fint Tranche Closing Date" means the date that is 10 Business Days following the
later of (i) the last day of the First Tranche Selection Period or (ii) the date that
Competition Act Approval is obtained, but in either case subject to the satisfaction or
waiver by the applicable Party or Parties of all conditions at the Effective Time on the
First Tranche Closing Date.

"First Tranche Purehase Priee" has the meaning specified in Section 3.1(1)(a).

"First Tranche Selection List" has the meaning specified in Section 2.1(1).

"Fint Tranche Selection Period" means the 120-day period following the Execution
Date.

"First Trandle Subject Leases" means the Leases pertaining to the First Tranche
Subject Leased Properties. subject to Sections 2.1(4) and 7.2(3).

"First Tranche Subject Leased PropeJ'tie3" means the Leased Properties listed on the
First Tranche Selection List, subject to Section 2.1(4).

"Governmental Entity" means (i) any international, multinational, national, federal,
provincial, state, municipal, local or other governmental or public department, central
bank, court, minister, govemor-in-coWlcil, cabinet, commission, board, bureau, agency.
commissioner, tribunal or instrumentality, domestic or foreign, (ii) any subdivision or
authority of any of the above, (iii) any stock exchange, and (iv) any quasi-governmental
or private body exercising any regulatory, expropriation or taxing authority under or for
the acco\1Jlt ofany of the above.

"HBC" means Hudson's Bay Company.

"HST Dedaration and Indemnity" means the HST declaration and indemnity in the
form attached as Section 9.3{g) to the Disclosure Letter.

"Indemnified Party" means a party with indemnification rights or benefits under this
Agreement, including pursuant to Article 11.

"Indemnifying Party" means a Party against which a claim may be made for
indemnification under this Agreement, including pursuant to Article 11.

"Interereditor Agreement" means that certain Interoreditor Agreement dated as of
October 2, 2006 among U.S. Bank National Association, as Trostee for the benefit of the
holders ofMerrill Lynch Floating Trust Pass-Through Certificates, Series 2006-1, and the
lenders under the Notes.

~------------
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"Investment Grade Designee" means a Designee that, at the time of such Designee's
execution of a Designee Assignment and Assumption Agreement pursuant to Section
2.7(1)(a) or other assumption document pursuant to Section 2.7 with respect to the
Subject Lease to be assigned and transferred to such Designee, has outstanding senior
debt rated by at least two of the following rating agencies with minimum ratings as
follows:

(i) at least BBB- as determined by Standard & Poors,

(ii) at least Baa3 as determined by Moody's, or

(iii) at least BBB low as determined by the Dominion Bond Rating Service;

and in each case such rating is not subject to a negative watch or other similar notice
suggesting a possible downgrade to below such level, and in each case Target Canada has
provided to Zellers evidence reasonably satisfactory to Zellers ofsuch ratings.

"Landlord" means the Person from time to time holding the landlord's interest under
any Lease.

"Landlord Recapture Right" means the right of a Landlord (through the exercise of an
express right under a Lease) to terminate a Lease by reason ofZellers' Failure to Operate.

"Laws" means any and all applicable (i) laws, constitutions. treaties, statutes, codes•
ordinances, orders, decrees, rules, regulations, and by-laws, (li) judgments, orders, writs,
injunctions, decisions, awards and directives of any Governmental Entity, and (iii)
policies, guidelines. notices and protocols, to the extent that they have the force oflaw.

"Lease Assignment and Assumption Agreement" bas the meaning specified in Section
9.2(a).

"Lease Default" means an event which with the passage of time or the giving of notice
or both would constitute a default or event of default of the tenant under a Lease, in each
case where the relevant Landlord has provided written notice of such default, provided
that any default arising as a result of the failure to obtain the consent of the applicable
Landlords under the Subject Leases to the transactions contemplated by this Agreement
(inclusive of the Wind-Down Actions, the Subleases and the rights of Zellers therein)
shall not constitute a Lease Default .

"Leased Properties" means the leasehold lands, premises, buildings, and leasehold
improvements pertaining to the Leases, which premises are listed and described in
Section S.l(i)(i) of the DiscloSlJre Letter by reference to their mall name or municipal
address, as applicable, and Zellers store number.

"Leases" means all agreements of Zellers to lease or otherwise occupy the Leased
Properties.

"Material Lease Default" means (i) a Lease Default which would result in an express
termination ofa Lease as a result ofa Landlord. having provided a termination notice on
or prior to the relevant Closing Date; or (il) a Lease Default which could reasonably be
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expected to give rise to the termination of a Lease by the relevant Landlord or which
could reasonably be expected to give rise to Zellers' loss ofpossession under the Subject
Lease by the Landlord; except in the case of (i) and (ai) a Lease Default where such
breach or termination could be remedied by Target Canada or its Designee within 12
months after the relevant Closing Date with an expenditure of money not exceeding
$50,000. For certainty, any default arising under the Leases as a result of the failure to
obtain the consent of the applicable Landlords under the Leases to the tJansactions
contemplated by this Agreement (inclusive ofthe Wind-Down Actions, the Subleases and
the rights ofZellers therein) shall not constitute a Material Lease Default.

"Monetary Lien" means (I) any Encumbrance that secures the payment of borrowed
money, (2) any registered construction or mecbanlc's li~ any execution upon a
judgment or any pre-fixture or fixture filing under personal property legislation and (3)
any Encumbrance (other than an inchoate or statutory Encumbrance in favour of any
Governmental Entity or public or private utility for amounts not then due) that secures the
payment .of any cost or amount which is Zellers' responsibility to pay under this
Agreement or under Laws and which is overdue or in default and, payment of which is
not subject to the allocation provisions of this Agreement (unless in the case of (3)
Zellers otherwise gives Target Canada credit therefor whether or not allocation thereof is
contemplated "y this Agreement).

"Mortgages" means any mortgage of Zellers' leasehold interest in the Leased Properties.

"Notes" means interests in (a) that certain Mezzanine A Loan Agreement dated as of
October 2. 2006, as amended, between LT Mezz A LLC. a Delaware limited 1iability
company, and Wells Fargo Bank, National Association, as custodian for the Participation
Holders (as defined therein), and (b) that certain Mezzanine B Loan Agreement dated as
of October 2, 2006, as amended, between LT Mezz B LLC, a Delaware limited liability
company and GSRE-BS II, Ltd., as lender.

"Notice" bas the meaning specified in Section 13.1.

"Notice Date" means the date upon which Target, Target Canada or a Designee gives
Notice to Zellers of the Vacancy Date for any Subleases as contemplated by Section
2.4(1).

"Original TraDJaetion Agreement" means the transaction agreement dated January 12,
2011 between Zellers. HBC, Target, and Target Canada.

"Outside Date" means September 30, 2011, provided that if the Competition Act
Approval is not obtained by August 15,201 I, Zellers or Target may elect to extend from
time to time the Outside Date by specified periods of not less than 30 days to no later
than December 31,2011.

"Participation Agreement" means that certain Mezzanine Loan Participation Agreement
dated as of December 12, 2006 among Wells Fargo Bank, National Associatio~ as
custodian, and the holders of the Notes associated with the Mczzan.ine A Loan
Agreement.
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"Parties" means Zellers, HBC, Target, Target Canada and any other Person who
becomes aparty to this Agreement.

"Permitted Encumbrances" means the Encumbrances identified in Section S.l(iXiv) of
the Disclosure Letter.

"Person" means a natural person, partnership, limited partnership, limited liability
partnership, corporation, limited liability company, unlimited liability company, joint
stock company, trust, unincorporated association, joint venture or other entity or
Governmental Entity, and pronouns have a similarly extended meaning.

"Pharmacy Notice Date" has the meaning specified in Section 2.6.

"Pbarmaey Records" means all of the prescription files and prescription records,
including patient profiles and refill histories, with respect to the pharmacies operated at .
the Subject Leased Properties.

"Pureh:ase Price" means the aggregate of the First Tranche Purchase Price and the
Second Tmnche Purchase Price.

"Second Tranche Closing Date" means the date that is 10 Business Days following the
last day ofthe Second Tranche Selection Period, but subject to the satisfaction or waiver
by the applicable party or Parties of all conditions at the Effective Time on the Second
Tranche Closing Date.

"Second Tranche Pan:hase Price" bas the meaning specified in Section 3.1(1)(a).

"Second Tranche Seledion List" has the meaning specified in Section 2.2(1).

"Second Tranche Selection Period" means the 240-day period following the Execution
Date.

"Second Trancbe Subject Leases" means the Leases pertaining to the Second Tranche
Subject Leased Properties, subject to Section 7.2(3).

"Second Tnm(!he Subject Leased Properties" means the Leased Properties listed on
the Second Tranche Selection List

"Sobject Leases" means the First Tranche Subject Leases and the Second Tranche
Subject Leases, subject to Section 7.2(3).

"Subject Leased Properties" means the First Tranche Subject Leased Properties and the
Second Tranche Subject Leased Properties.

"Subleases" means the subleases in respect of each of the Subject Leased Properties by
and between Zellers and Target Canada or its Designee, pursuant to which Zellers shall
sublet from Target Canada or its Designee the Subject Leased Properties for a term
commencing on the applicable Closing Date and expiring on the earlier of (i) one day
prior to the expiry or earlier termination ofthe term ofthe applicable Subject Leases, and
(ii) the applicable Vacancy Date, and which subleases shall be in the form (and based on
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the terms and conditions set forth thereiri) attached as Section 1.1 to the Disclosure Letter
(or may be in the fonn of licenses, occupancy agreement, or other agreements providing
substantially all of the benefits and burdens as said form of Sublease, provided such
licenses, occupancy agreements or other agreements are satisfactory in form to Zellers
and Target Canada, each acting reasonably).

"Target" means Target Corporation.

"Target CaDad." means, collectively, Target Canada Co. and one or more other
subsidiaries (within the meaning of the Business Corporations Act (Ontario») of Target
incotporated under the laws of Canada or a province ofCanada, as may be designated by
Target in accordance with Section 1.12 prior to the First Tranche Closing Date.

"Tuget Canada Liabilities" bas the meaning specified in Section 12.2(1).

"Target Entity" bas the meaning specified in Section 7.7(2).

"Tax Act" means the Income Tax Act, RS.C. 1985 (5th Supp.) c.l.

"Tax Reload" has the meaning specified in Section 3.7.

"Tax Retums" meaDS any and all returns, reports, declarations and elections (including
any amendments, schedules and attachments to them), made or filed or required to be
made or filed in respect ofTaxes.

"TaJ:es" means (i) any and all taxes, duties, fees, excises, premiums, assessments,
imposts, levies and other charges or assessments ofany kind whatsoever imposed by any
Governmental Entity, and (il) all interest, penalties, fines, additions to tax or other
additional amounts imposed by any Governmental Entity on or in respect of amounts of
the type described in clause (i) above or this clause (ii).

"Third Party Claim" means any action. suit, proceeding, arbitration, application, cause
of action, claim or demand that is institUted or asserted by a third party, including a
Governmental Entity, against an Indemnified Party which entitles the Indemnified party
to make a claim for indemnification under this Agreement

"Vaeaney Date" means, with respect to a particular Sublease, the date that is 270 days
following the Notice Date with respect to such Sublease; provided, Target or Target
Canada may designate up to 20 particular Subleases in each of the First Four Fiscal
Quarters for which the Vacancy Date would mean the date that is 180 days following the
Notice Date with respect to each such Sublease; and provided further that:

(i) no Vacancy Date shall be earlier than January 31, 2012; and

(ii) no Vacancy Date shall be later than Maroh 31, 2013.

"WiDd·DoWD Actions" means the (i) conduct of liquidation sales at a Subject Leased
Property the period for which shall not exceed, in the aggregate, 12 weeks and (ii)
winding-down and closure of Zeners' business and operations (including any action
reasonably taken in connection therewith) so as to satisfy the provisions of Section
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2.4(2), the pmod for which shall not exceed, in the aggregate, two weeks; provided
however, that ifa Landlord refuses to allow the conduct ofa liquidation sale pursuant to
clause (i) above and Target Canada has provided Notice at least 120 days prior to the
applicable Vacancy Date, then (a) with .respect to up to 10 Subject Leased Properties
designated by Target Canada in such Notice from time to time. Zellers shall complete
such activities at such Subject Leased Properties within eight weeks and (b) with respect
to up to an additiona110 Subject Leased Properties designated by Target Canada in such
Notice from time to time, Zellers sball not be permitted to conduct any liquidation sales
at such Subject Leased Properties.

"Winnipeg Premises" means the portion of the premises known municipally as 450
Portage Avenue, Wmnipeg, Manitoba and more particularly described in Section 2.9 of
the Disclosure Letter.

"ZeUen" means Zellers Inc.

"Zellen EDtity" bas the meaning specified in Section 7.7(1).

"Zellen EDtity LocatiOD" bas the meaning specified in Section 7.7(1).

"zellers Liabilities" has the meauing specified in Section 12.1(1).

Section 1.2 Gender and Number•

Any reference in this Agreement or any AnciUary Agreement to gender includes all genders.
Words importing the singular number only include the plural and vice versa.

Section 1.3 HeadiDp, etc:.

The provision of a Table of Contents, the division of this Agreement into Articles and Sections
and the insertion of headings are for convenient reference only and do not affect the
interpretation ofthis Agreement. .

SeetioD 1.4 Currency.

All references in this Agreement or any Ancillary Agreement to dollars, or to $ are expressed in
Canadian currency unless otherwise specifically indicated.

Sec:tion 1.S Certain Phrases, etc.

In this Agreement and any Ancillary Agreement (i) the words "iDdudiDg", "includes" and
"iDelude" mean "including (or includes or iDelude) without IimitatiOD", and (ii) the phrase
"the aggregate of', "the total of', "the SQm of', or a phrase of similar meaning means "tbe
aggregate (or total or sum), without duplication, of'. Unless otherwise specified, the words
"Article" and "Seetion'~ followed by a number mean and refer to the specified Article or Section
ofthis Agreement.
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Section 1.6 Knowledge.

Where any representation or W8lTanty contained in this Agreement or any Ancillary Agreement
is qualified by reference to the knowledge of:

(1) Zellers, it refers to the actual knowledge (without further inquiry) of Mark Foote, as
ChiefExecutive Officer ofZellers, Michael Culhane, as Senior Vice-President and Chief
Financial Officer of Zellers, David Mock, as Senior Vice-President, Merchandise
Hardlines of Zellers, and Broce Moore, as Senior Vice-President, Real Estate ofHBC;

(2) Target, it refers to the actual knowledge (without further inquiry) ofDouglas Scovanner,
as Executive Vice-President and ChiefFinancial Officer of Target, and Timothy Baer, as
Executive Vice-President and General Counsel ofTarget;

in each case, without personal liability on the part ofany of them.

Section 1.7 Diselosure Letter.

(1) The Disclosure Letter forms an integral part oithis Agreement for all purposes ofit

(2) The purpose of the Disclosure Letter is. to set out the qualifications, exceptions and other
information called for in this Agreement The Parties acknowledge and agree that the
Disolosure Letter and the information and disclosures contained in it do not constitute or
imply, and will not be construed as:

(a) any representation, warranty, covenant or ~ement which is not expressly set
out in this Agreement;

(b) an admission ofany liability or obligation ofany Party;

(c) an admission that the infonnation is material;

(d) a standard ofmateriality, a standard for what is or is not in the ordinary course of
business, or any other standard contrary to the standards contained in the
Agreement; or

(e) an expansion of the scope of effect of any of the representations, wammties and
covenants set out in the Agreement

(3) Disclosure ofany information in the Disclosure Letter that is not strictly required under
this Agreement has been made for informational purposes only and does not imply
disclosure of all matters of a similar nature. Inclusion of an item in any section of the
Disclosure Letter is deemed to be disclosure for all purposes for which disclosure is
required under this Agreement to the extent that the relevm:e of such disclosUre to such
other purposes is reasonably apparent.

(4) The Disclosure Letter itself is confidential information and may not be disclosed unless
(I) it is required to be disclosed pursuant to applicable Law, unless such Law permits the
Parties to refrain from disclosing the information for coilfidentiality or other purposes or
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(ll) a Party needs to disclose it in order to enforce or exercise its rights under this
Agreement

Seetion 1.8 References to Penon8 and Agreement!.

Any reference in this Agreement to a Person includes its successors and penn.itted assigns. The
term "Agreemenf' and any reference to this Agreement or any other agreement or document
includes, and is a reference to, this Agreement or such other agreement or document as it may
have been, or may from time to time be amended, restated, replaced, supplemented or novated
and includes aU schedules to it

Section 1.9 Statutes.

Except as otherwise provided in this Agreement, any reference in this Agreement to a statute
refers to such statute and all rules and regulations made under it, as it or they may have been or
may from time to time be amended or re-enacted.

Section 1.10 Non-Bulness Days.

Whenever payments are to be made or an action is to be taken on a day which is not a Business
Day, such payment shall be made or such action shall be taken on or not later than the next
succeeding Business Day.

Sec:tiOD 1.11 Time Periods•

Unless otherwise specified, time periods within or following which any payment is to be made or
act is to be done shall be calculated by excluding the day on which the period commences and
including the day on which the period ends and by extending the period to the next Business Day
following if the last day ofthe period is not a Business Day.

Section 1..12 Designation ofTarget Canada.

Target may, by Notice to zellers given at least 10 Business Days prior to the First Tranche
Closing Date, designate one or more other subsidiaries of Target as Target Canada and shall
cause such subsidiaries to enter into and become bound by this Agreement as Target Canada on
or prior to the First Tranche Closing Date. Upon such designation, such entities together with
Target~ Co. shall be deemed for purposes ofthis Agreement and all Ancillary Agreements
to be "Target Canada".

Section 1.13 Leasehold Interest&.

Notwithstanding any provision of this Agreement or Ancillary Agreements to the contrary, for
purposes oftms Agreement and each Anci11aIy"Agreement, (i) all references to "Lease" include
any sublease or agreement to sublease by which Zellers (as subtenant) holds its interest in the
related Leased Property, (ii) for the Leased Properties which are subject to a sublease or
agreement to sublease (rather than a lease) in favour of Zellers, all references to Zellers'
"leasehold" interest in such Leased Property shall mean Zellers' "subleasehold" interest (rather
than a leasehold interest) in such Leased Property, any reference to "Landlord" shall mean the
sublandlord under the applicable sublease or agreement to sublease pursuant to which Zellers (as
subtenant) holds its interest in such Leased Property, and any reference to "Sublease" shall mean
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a sub-sublease in sUch Leased Property in favour ofZellers, and (iii) all other similar refereh~s
relating to the Leases and Leased Properties shall be interpreted and construed ,in a sintilar'
manner.

ARTICLE 2
AGREEMENT OF PURCHASE AND SALE

Section 2.1 Ftnt Tranche Subjed Leased Properties.

(1) From time to time during the First Tranche Selection Period, Target or'Target Canada
shall deliver to Zellers a Notice designating up to 110 Leases that shall be assigned'and

, transferred on the First Tranche Closing Date (such list, as updated from time 'to time,
including in accordance with Section 2.1(4), the "Fint TraDc~eSelection LiSt"). '

.Subject to the terms and conditions of this Agreement, Zellers agrees to. assign and.'
transfer to Target Canada or at the direction of Target Canada to a Designee and Target,
Canada agrees to acquire and assume or cause'to be acquired and assumed by a Designee '
on the First Tranche Closing Date in accordance with the terms of this Agreement,
effective as of the Effective Time of the First Tranche Closing Date, the First Tranche

. ,SubjectLeases,including all rights of Zellers relating thereto or arising thereunder
(inclusive of any options of Zellers therein). On or before the First, TranchC ,Closing'
Date: " ,

, '

(i) each ofZellers and Target Canada shall enter him a Lease Assigmnent an4, ,
Assumption Agreement with respect to those First Tranche Subject Leases
to be assigned to Target Canada; and

(ii) Zellers sball, and Target Canada smill cause its Designees to, enter· in1;o a .. ;
Designee Assignment and Assumption Agreement with resp~tothose '..
First Tranche Subject Leases to be assigned to a I>esignec; , '. '

in respect ofeach of the First Tranche Subject Leases to effect the aforesaid assignment,
transfer and assumption thereof.

(3) CODtemporaneous with the assignment and transfer of the First Tranche Subject Leases,
each of Zellers and Target Canada shall enter into (or Target Canada man cause its ,
Designee to enter into) SubleaSes in respect of each of the First TranChe Subject LeaSed, .
Properties· the terms of which will commence as of the Effective Time of "the First
Tranche Closing Date. ' .

If at the end of the First Tranche Selection Period the First Tranche Selection Li$t
includes fewer than 110 Subject Leases, Target Canada shall have the right to Continue to '
designate additional Leases as First Tnmche Subject Leases (and the relevant Leased
Properties shall be First Tranche Subject Leased Properties), provided that the mimber of
Leases designated on the First Tranche Selection List plus the number of additional
Leases designated as First Tranche Subject Leases pursuant to this Section 2.1(4) may not. '
exceed 110. Target Canada sball have the right to take assignments ofone or more F~.
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Tranche Subject Leases on one or more dates (each, a "De6very Date") after the First
Tranche Closing Date, provided (i) Zellers and Target CBnada shall reasonably cooperate
in executing, on the applicable Delivery Date; all documen~ and instruments
contemplated under this Agreement to be delivered On a Closing Date,· (ii) all such
documents, when delivered, shall provide the Parties with all rights and obligations with
respect to eaoh Subject Leased Property that the Parties would have had if such
documents and instruments had been delivered on the First TtaIlChe Closing Date,
(iii) such documents shall in all events beexecutcd and delivered by the Parties on the
earlier of (8) a date selected by Target Canada on at least 10 days advance written notice
from Target Canada, and (b) the Second Tranche Closing Date, and (iv) no Delivery Date
shall be within 10 Business Days oftbe Second Tranche Closing Date.

Semon 2.2 Second Tranehe Subject Leased Properties.

(1) From time to time during the Second Tranche Selection Period, Target or Target Canada
shall deliver to Zellers a written notice designating additional Leases that shall be
assigned and transferred on the Second Tranche Closing Date (such list, as updated from
time to time, the "Second Tranehe Selection List'1. provided that the number ofLeases
designated on the Second Tranche Selection List when added to the number of Leases
designated on the First Tranche Selection List shall not be more than 220.

(2) Subject to the terms and conditions of this Agreement, Zellers agrees to assign and
transfer to Target Canada or at the direction of Target Canada to a Designee and Target
Canada agrees to acquire and assume or cause to be acquired and assumed by a Designee
on the Second Tranche Closing Date in accordance with the terms of this Agreement,
effective as of the Effective IlDle of the Second Tranche Closing Date, the Second
Tranche Subject Leases~ including all rights of ZeUers relating thereto or arising
thereunder (inclusive ofany options ofZellers therein). On or before the Second Tranche
Closing Date:

(i) each of Zellers and Target Canada shall enter into a Lease Assignment
and Assumption Agreement with respect to those Second Tranche Subject
Leases to be assigned to Target Canada; and

(li) Zellers shall, and Target canada shall cause its Designees to, enter into a
Designee Assignmeil.t and Assumption Agreement with respect to those
Second Tranche Subject Leases to be assigned to a Designee;

in respect of each of the Second Tnmche Subject Leases to effect the aforesaid
assignment, transfer and assumption thereof.

Contemporaneous with the assignment and transfer of the Second Tranche Subject
Leases, eaCh ofZellers and Target Canada shall enter into (or Target'Canada shall cause
its Designee to enter into) Subleases in respect of each of the Second Tranche Subject
Leased Properties the terms of which will commence as of the Effective T'lme of the
Second Tranche Closing Date.
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Seetion 2.3 Right to Terminate Leases.

Instead of taking an assignment of any Subject Lease (or directing the assignment of such
Subject wase to a Designee) on the applicable Closing Date, Target Canada may negotiate with
the applicable Landlord for the termination of such Subject Lease, provided that (i) no such
termination shall be effective prior to the applicable Closing nate with respect to such Subject
Lease; (ii) from and after the applicable Closing Date to and including the applicable Vacancy
Date, Zellers shall have the same right to use and occupy the Subject Leased Property relating to.
such Subject Lease under a Sublease (or other agreement providing substantially similar rights)
on all the same terms and conditions that would have· applied bad such Subject Lease been
assigned to Target Canada (instead of terminated) and subleased to Zellers under a Sublease,
except that all amounts that would have been paid as rent under such Sublease sball be paid to
the Landlord, or as Target Canada may direct; (iii) such Subject Lease shall count as one of the
Leases that Target Canada is entitled to designate under Section 2.1(1) or 2.2(1), notwithstanding
Target Canada's election to arrange for the tennination (rather than assignment) of such Subject
Lease; and (iv) the Vacatlcy Date for such Subject Leased Property shall be established by
Target Canada giving a Notice in accordance with Section 2.4.

Section 2.4 Vacancy Date.

(1) Target Canada, Target or a Designee may from time to time provide ·Notice to Zellers
establishing the Vacancy Date for one or more Subleases.

(2) On each Vacancy Date, effective as of the applicable Effective Tune, the Sublease(s)
identified in the Notice shall be terminated and Target Canada or a Designee shall accept
and take possession of the relevant Subject Leased Properties, which Subject Leased
Properties shall be (i) empty of all inventory, trade fixtures (including all store shelving,
racks. display cases and stockroom shelving systems), personal property and debris, and
(ii) free from any subtenants, licensees or other Persons in possession of all or any
portion of the relevant Subject Leased Properties. Notwithstanding the foregoing or any
other provision of this Agreement, the Subject Leases or any Ancillary Agreement,
Zellers shall have no obligation (a) to restore the Subject Leased Properties to a base
building ~ition or sumdard, (b) to remove any leasehold improvements from the
Subject Leased Properties. or (c) to repair, patch or replace any walls, ceilings or flooring
damaged by the removal of trade fixtures, provided such removal is accomplished in a
commercially reasonable manner.

Section 2.5 Ordinary Coarse Operations.

From the Execution Date until the expiration of the Second Tranche Selection Period, Zellers
shall operate and cause to be operated the operations currently conducted by it and its Affiliates,
and use commercially reasonable efforts to cause its licensees and subtenants to operate the
operatiC?DS currently operated by each of them, in and on the Leased Properties in the ordinary
coW'Se of Zellers' business and consistent with. Zellers' and Zellers' Affiliates', licensees' and
subtenants' past practices (including maintaining and updating all Pharmacy Records in
accordance with customary practices of the applicable pharmacy operator or required by Laws),
Laws and in accordance with and subject to the terms oftb.e Leases (mcludiDg, with respect to
any Lease as to which there exists a dispute or default that is disclosed in Section 5.1(i)(ili),
S.l(i)(vii) or S.I(i)(viii) of the Disclosure Letter, using commercially reasonable efforts to
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resolve or cure such dispute or default), in each case in all material respects. As to the Subject
Leases and the Subject Leased Properties only, from the expiration of the Second Tranche
Selection Period until the applicable Vacancy Date, Zellers shall operate and cause to be
operated the operations currently conducted by it and its Affiliates, and use commercially'
reasonable efforts to cause its pharmaCy licensees and subtenants to operate the operations
currently operated by each of them, in and on the Subject Leased Properties in the ordinary
course of Zellers' business and consistent with Zellers' and Zellers' Affiliates', pharmacy
licensees' and subtenants' past practices (including maintaining and updating all Pharmacy
Records in accordance with customary practices of the applicable pharmacy operator or required
by Laws), Laws and in accordance with and subject to the terms of the Subleases, in each case in
all material respe<its. Notwithstanding the foregoing, (i) nothing in this Section 2.5 will derogate
from Zellers' rights contained in the Subleases or in Section 2.4 during the applicable portion of
the time period during the conduct of the Wind-Down Actions, nor shall the exeroise of such
rights constitute a breach of this Section 2.5, (ii) the Wmd-Down Actions shall not constitute a
breach of this Section 2.5, provided such actions are taken in accordance with the terms of the
respective Sublease and all Laws, (ill) the period during which liquidation sales may be
conducted (as established pursuant to the definition of Wind-Down Actions) shall not be limited
as described in such definition with respect to any Subject Leased Property as to which the
conduct of a liquidation sale for such extended period will not and does not (a) give rise to a
Landlord Recapture Right, (b) give rise to a Lease Default; or (e) diminish or llinit any right or
privilege of the tenant under the applicable Subject Lease, and (iv) Zellers has the right to
terminate any sublease, license, concession or other occupancy agreement relating to the Leased
Property at any time following the applicable Closing Date, excluding any pharmacy sublease,
license, concession or other occupancy agreement.

Section 1.6 Pharmacy Records.

At the option of Target Canada, which may be exercised by Notice given by Target Canada, to
Zellers from tUne to time no later than 90 days prior to the applicable Vacancy Date (the
"Pharmacy Notice Date"), but subject to Laws, Zellers shall and sball cause its Affiliates and
shall use commercially reasonable efforts to cause any third-party operator of the pharmacy in
the applicable Subject Leased Property to transfer to or upon the direction of Target Canada all
or any portion of the Pharmacy Records specified in such Notice (to the extent a pharmacy is
operating in the applicable Subject Leased Property), including paper file backup and a backup
tape for all prescriptions (to the extent such exist), without retaining any ,copies of such
Pharmacy Records other than such copies as Zellers or applicable pharmacy operator is required
to retain by Laws (and, in such case, only to the extent and for so long as required by Laws). No
additional consideration shall be payable by Target or Target Canada in connection with such
transfer of Pharmacy Records. Zellers shall, and shall cause its Affiliates to and use
commercially reasonable efforts to cause the applicable pharmacy operator to, make such
transfer in respect of each applicable Subject Leased Property (i) in a format reasonably
requested by Target Canada, (ii) free and clear of all Encumbrances, (iii) on the applicable
Vacancy Date (or such earlier date as is specified in such Notice, which date shall not be less
than 30 days after the date such Notice is given) in respect of such Subject Leased Property
provided Target Canada has provided appropriate notice by the applicable Pharmacy Notice
Date, and (iv) if requested by Target Canada, pursuant to a mutually agreed upon file transfer
agreement with tenns consistent with those set forth. in this Section 2.6. The Parties sbalI
coopeme to effect any such transfers in accordance with Laws. Neither Zellers nor any of its
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Affiliates will directly or indirectly solicit the transfer ofany of the Pharmacy Records that may
be transferred to or upon the direction ofTarget Canada pursuant to this Agreement to any stores
or pharmacies operated by Zellers or any of its Affiliates or~ subject to Laws, provide to any
other Person any of the Pharmacy Records that are to be transferred to or upon the direction of
Target Canada pursuant to this Agreement. Zellers shall use commercially reasonable efforts to
enforce any contractual rights it may have with the third-party operator ofa pharmacy in each
applicable Subject Leased Property restricting the solicitation or ttansfer ofany of the Pharmacy
Records that are to be transferred to or upon the direction of Target Canada pursuant to this
Agreement where Zellers has knowledge of any actual or threatened breach of such provisions.
For purposes of this Section 2.6 only~ knowledge ofZellers shall include the actual knowledge of
the General Merchandise Manager, Pharmacy ofZellers.

Section 2.7 Target Canada Assignment ofRights.

(1) Target Canada may from time to time designate one or more Persons (each, a
"Designee") to be an immediate or subsequent assignee(s) of the Subject Leases, as
follows:

(a) IfTarget Canada wishes to have one or more Subject Leases assigned directly by
Zellers to one or more Designee(s), Target Canada may upon at least 10 Business
Days' written notice in advance ofa Delivery Date or a Closing Date, as the case
may be, identify the Designee(s) that is or are to be the assignee(s) of the Subject
Leases to be assigned and transferred by Zellers on the applicable Closing Date or
Delivery Date, in which case, on such date, with respect to the Subject Lease(s} so
identified:

(i) the Designee(s) will execute and deliver an Assignment and Assumption
ofLeasc Agreement in substantially the form specified in Section 2.7(1) of
the Disclosure Letter (as such form may be modified in accordance with
Section 2.7(5) of this Agreement, a "Desipee Assignment and
Assumption Agreement') (and Zellers and Target Canada will not
execute a Lease Assignment and Assumption Agreement) with respect to
such Subject Leases(s), and

(ii) such Designee(s) (and not Target Canada) will execute and deliver the
Sublease(s) in favour of Zellers with respect to the applicable Subject
Leased Properties.

Zellers need not make any assignment directly to a Designee unless such
Designee executes and delivers a Designee Assignment and Assumption
Agreement on the applicable Closing Date or Delivery Date. If any Designee
sball fail or refuse to execute and deliver a Designee Assignment and Assumption
Agreement and Sublease with respect to any Subject Lease, Target Canada and
Zellers sball, upon Target Canada's request, enter into a Lease Assignment and
Assumption Agreement and a corresponding Sublease in respect ofthe applicable
Subject Lease on the Closing Date or Delivery Date.

(b) IfTarget Canada wishes to assign to one or more Designee(s) one or more Subject
Lease(s) previously assigned to Target Canada, Target Canada may at any time

I
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.. and from time to time do so without limit or qUalification of any kind, except that
any such assignment by Target Canada shall be subject to the rights of Zellers
under any applicable Sublease then in effect.

In connection with the assignment orany Subject Lease(s)-to any Designee(s) pursuant to
Section 2.7(1), Targ~ Canada and/or Target may by separate agreement with such
Designee(s) provide representations Bnd warranties in such form and content as Target
Canada and/or Target may elect. Zellers shall have no direct liability or obligation to any
Designee on ac<:Ount of any such representations or warranties. The assignment of a
Subject Lease(s) to Designee(s) does not relieve Zellers of liability for a breach of any of
the representations or warranties contained in Section 5.1 to the extent that such breach
results in Damages to Target Canada or Target, subject, in all events, to the limitations
conWncd in this Agreement, including Section 11.5. "

Upon assignment ofa Subject Lease (whether by Zellers pursuant to Section 2.7(1)(a) or
by Target Canada pursuant to Section 2.7(1)(b» to an Investment Grade Designee at any
time up to the second anniversary ofthe applicable Vacancy Date for such Subject Lease,

. Target Canada and Target shall be released from all Subject Lease Obligations relating to
such Subject Lease, to the extent, and only to the extent, (i) assumed by such Investment
Grade Designee and (ti) an indemnity has been provided by such Designee with respect
to such Subject Lease Obligation assumed by such Designee, in each case, in writing.
Such assumption and indemnity by an Inve~tGrade Designee may be accomplished:

(a) in the taSe ofan assignment pursuant to Section 2.7(1)(a), pumua.nt to a Designee
Assignment and Assumption Agreement, or pursuant to an assumption and
indemnity agreement by the Investment Grade Designee in favour ofZellers in a
form. which is acceptable to Zellers, acting reasonably; or

(b) in the case of an assignment by Target Canada pursuant to Section 2.7(1)(b),
pursuant to an assumption and indemnity agreement by the Investment Grade
Designee in favour of Zellers in a form which is acceptable to Zellers, acting
reasonably. If pursuant to an instrument of assignment between Target Canada
and a Designee, such Designee (i) assumes.some or all Subject Lease Obligations
with respect to a Subject Lease, and (ii) confirms in writing with Zellers that such
assumption and indemnity runs in favour ofZellers, then Zellers shall join in (by
attached joinder or otherwise) such instrument in order to (x) a.ccep~ such
assumption and (y) confirm the release ofTarget and Target Canada to the extent
ofthe Subject Lease Obligations so "assumed and indemnified.

Any release provided for in this Section 2.7(a)(3) shall be effective upon the execution by
the Investment Grade Designee and receipt by Zellers of the aforesaid Designee
Assignment and Assumption Agreement or other assumption and indemnity agreement,
and shall require no further act, deed or writing. Zellers agrees from time to time upon
request of Target or Target Canada to C9nfum such releases. but the failure of Target or
Target Canada to request any such confirmation, and the failure ofZellers to provide any
such confirmation, sball not affect the automatic release provided in the preceding
sentence. For purposes hereof, "Subject Lease Obligations" means all obligations
arising under (i) a Subject Lease assigned to a Designee, (il) the Lease Assignment and
Assumption Agreement or Designee Assignment and Assumption Agreemell4 as
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applicable, pursuant to which such Subject Lease was assigned, (iii) the Sublease entered
into or to be entered into with respect to such Subject Lease, and (iv) Sections 11.3(d)
and Il.3(e) with respect to such Subject Lease.

(4)

(5)

No assignment of a Subject leaSe to a Designee that is not an Investment Grade
Designee at the time of assignment shall release Target Canada or Target from any
Subject Lease Obligations.

The form of Designee Assignment and Assumption Agreement may be varied and
modified by Target Canada in its discretion from time to time so long as such variations
and modifications do not (a) expand upon any representations, wammties, covenants,
obligations, or liabilities of Zellers beyond those contained in the form of Designee
Assignment and Assumption Agreement specified in Section 2.7(1) of the Disclosure
Letter, or (b) alter in any material respect the provisions of Section 5 of the form of
Designee Assignment and Assumption Agreement specified in Section 2.7(1) of the
Disclosure Letter.

(6)

I'

I

Target and Target Canada sba1l remain responsible for and shall not, in any event, be
released from any of their covenants and obligations under this Agreement in relation to
the payment of the entire Purchase Price by reason ofany assignments made pursuant to
this Section 2.7.

Section 2.8 Aeeess md AdditionallnformatioD Relating to Leased Properties.

(1) Subject to Target Canada complying with Laws, prior to the final Vacancy Date, Zellers
shall, upon ralSOnable poor Notice, permit Target Canada and its representatives and

,advisers reasonable access to the Leased Properties during the period eommencirlg two
hours prior to the Leased Property opening for business to the public and ending two
hours after the close of business, subject to the rights of all subtenants, licensees and
concessionaires in the Leased ,Property (excluding, however" such subtenants, licensees
and concessionaires that are Affiliates of Zellers) in order to make such reasonable
investigations as Target Canada shall reasonably determine are nccesS8IY or advisable.
Target Canada shall perform such investigations in compliance with Laws. Subject to
Laws, and at the sole cost and expense of Target Canada, Zellers shall give Target
Canada's representatives and agents reasonable means necessary to effect such
investigations and shall cause its agents, employees, officers and directors to aid such
representatives and agents in such investigations. Zellers is not required to disclose any
information to Target Canada where' such disclosure is prohibited by Laws or by the
terms of any agreement. Any investigations or tests which require drilling or other
invasive actions shall be performed outside of the hours when the Leased Property is
open for business to the public and shall be done only with the prior written consent of
zellers, acting reasonably. and all such inspections and tests contemplated by this
Agreement shal1 not unduly interfere (and Target Canada and Target shall use their
reasonable commercial efforts not to so interfere) with the use, access, operation and
enjoyment by Zellers and its subtenants, licensees, concessionaries, customers and
suppliers ofthe Leased Properties.

(2) Except as necessary to perform the investigations contemplated by this Section 2.8,
Target Canada and Target shall not make contact with any store employees of Zellers
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without the prior written consent of Zellers, such consent not to be unreasonably
withheld.

(4) Zellers shall, within five days after receipt of a request from· Target Canada or Target
C8llada's counsel, execute and deliver to Target Canada all consents reasonably
necessary to permit Target Canada to have inspections made by and to have existing
records released to Target Canada by the municipal building and zoning departments, fire
departments, public works departments, environmental agencies, elevator inspections
branch of the provincial or territorial departments of labom and other appropriate
authorities as Target Canada may consider advisable, acting reasonably, between the
Execution Date and the Vacancy Date, respectively, for each Subject Lease.

(5) From the Execution Date until the applicable Closing Date or Delivery Date. Zellers shall
afford Target, Target Canada, and their respective representatives and advisers reasonable
access to all Books and Records in Zellers' possession or control relating to the Leased
Properties or the Leases.

(6) Each Designee and each Person identified by Target Canada as a potential Designee shall
have the same access and inspection rights afforded to Target Canada under this Section
2.8, on and subject to the terms, conditions and requirements ofthis Section 2.8, provided
that such potential Designee executes and delivers in favom of Zellers an access,
confidentiality and indemnification agreement in the form attached as Section 2.8(6) to
the Disclosure Letter and that the covenants and indemnity ofTarget and Target Canada
in favour of Zellers and set out in Section 2.8(3) shall equally apply in respect of the
examinations, investigations and testing undertaken by any Designee or any Person
designated 88 a potential Designee. For greater certainty, nothing in this Section will in
any way limit the indemnification obligations of Target and Target Canada in favour of
Zellers under Section 2.8(3).

•

(3) Prior to entry onto the Leased Properties, Target Canada or Target, as applicable, shall
have in effect a policy of general liability insurance with a reputable national insunmce
company and with coverages in accordance with normal commercial practices in
Toronto, Ontario; provided, however, that such insurance may be carried under a blanket
policy or pursuant to Target's self-insumnce program. At Zellers' request, Target Canada
or Target Canada's representatives and agents, as the case may be, shall provide evidence
of such insurance or self-insurance prior to any entry onto any of the Leased Properties.
Target Canada and Target each agree in favour of Zellers to repair forthwith any damage
to the Leased Properties arising from such access or investigations (including by any
Designee or potential Designee pmsuant to Section 2.8(6» at Target Canada and Target's
expense and shall jointly and severally indemnify and hold Zellers hannless from and
against any and all losses, Damages (including, for greater certainty, lost profits), claims.
costs (including costs on a solicitor and client basis) or liabilities in respect of physical
injury or 'property damage that may be directly or indirectly suffered or incurred by
Zellers directly arising from or in respect of the access or investigations by Target
Canada, Target andIor any Designee, potential Designee and each of their representatives
and advisors.

--------------------
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Seetion 2.9 Winnipeg Lease Option.
, '

Target Canada has the option to enter into an agreement with HBC to lease the Winnipeg
Premises, which agreement will be based on the terms and conditions set forth in Section 2.9 to
the Disclosure Letter. If Target Canada and HBC. have not executed such lease by the Second
Tranche Closing Date, the Purchase Price shall increase by $12.500,000. which additional
$12,500.000 shall be payable on October 3,2011.

ARTICLE 3
PURCHASE PRICE

SectiOD 3.1 Pllrehase Price.

(1) The Purchase Price for the Subject Leases is $1,825,000,000. payable as follows:

(a) the consideration payable by Target Canada 10 Zellers for the First Tranche
Subject Leases on the First Tranche Closing Date is $400,000,000 US dollars and
$S16,500,000 Canadian dollars (the "Flnt Tnmche Parehase Price"), subject to
adjustment in accordance with Section 3.3; and

(b) the consideration payable on October 3, 2011 by Target Canada to Zellers for the
Second Tranche Subject Leases is $912,500.000 (the "Second TnDclte'
Parehase Price"), subject to adjustment pursuant to Section 2.9 and in
accordance with Scction 3.3.

(2) Zellers and Target Canada agree to allocate the entire amount of tile Purchase Price to the
leasehold interests. The Parties agree to (and agree to cause each of their Affiliates to)
execute and file all Tax Returns and prepare all of their own financial st:atements and
other instruments on the basis ofthis allocation.

Semon 3.2 PaymeDt of the Purchase Price.

(l) On the First Tranche Closing Date, the First Tranche Purchase Price will be paid and
satisfied, subject to adjustment in accordance with Section 3.3, as follows:

(a) as to the Cost Basis of the Notes transferred and assigned to or on the direction of
Zellers on the First Tranche Closing Date pursuant to Section 3.8(4), ifany. plus
any Accrued Interest on such Notes that has not been paid to Target Canada, by
such transfer ofsuch Notes; and

(b) as to the balance, by Target Canada paying to or to the' order of Zellers such
8mOWlt by wire transfer of immediately avaiIable funds in accordance with a
direction delivered by Zellers to Target Canada prior to the First Tranche Closing
Date.

(2) The Second Tranche Purchase Price will be paid on October 3, 2011, subject to
adjustment in accordance with Section 3.3, as follows:

(a) as to the Cost Basis of the Notes transferred and assigned to or to the order of
Zellers OR October 3, 2011 pursuant to Section 3.8(S), if any. plus any Accrued
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Interest on such Notes that has not been paid to Target Canada, by such transfer of
such Notes; and

(b)

(3)

as to the balance, by Target Canada paying or causing to be paid to or to the order
of Zellers on October 3, 2011 such amount by wire transfer of immediately
available funds in accordance with a direction delivered by Zellers to Target
Canada prior to the Second Tranche Closing Date.

For purposes of this Section 3.2, the conversion of the Cost Basis of any Note to be
transferred and assigDed, together with the Accrued Interest thereon, from United States
dollars to Canadian doUars shall be determined by reference to the applicable exchange
rate, as reported by Bloomberg as of noon (Eastern llDlc) on the Business Day
immediately preceding the date on which such Note was acquired by Target or Target
Canada.

SectioD 3.3 AdjustmeDts.

(1) Except as otherwise provided in this Section 3.3 and subject to the rights and obligations
of Zellers and Target Canada under the Subleases, all adjustments for basic rent,
additional rents, damage/security deposits paid or payable to Landlords and interest
thereon, if any, prepaid rents and interest thexeon, ifany, and operating expenses, utilities
and realty taxes, payable or receivable under the Subject Leases, shall be made as of the
relevant Vacancy Date (with all expenses, liabilities and revenues for the Vacancy Date
being allocated to Zellers) and shall be paid on the relevant Vacancy Date pursuant to a
statement of adjustments in respect of the relevant Leased Property to be prepared by
Zellers and approved by Target Canada, each acting reasonably, at least 10 days prior to
the relevant 'vacancy Date (a "Statement of AdjustmeDts").

(2) Ifthe final cost or amount ofany item which is to be adjusted cannot be determined at the
relevant Vacancy Date, then (unless otherwise provided in this Section 3.3) an initial
adjustment for such item shall be made at the relevant Vacancy Date, such amoWlt to be
estimated by Zellers, acting reasonably, as of the relevant Vacancy Date on the basis of
the best evidence available at such Vacancy Date as to what the final cost or amount of
such item will be. Additional rents and operating cost adjustments to be detennined by a
Landlord following a fiscal or calendar year end sbaU not be adjusted until such
determination. All amounts which have been estimated because they have not been
finally determined by the relevant Vacancy Date sball be finally adjusted in accordance
with this Section 3.3(2) (such final adjustments being the "Polt-VacaDey
AdjutmeDts'j. In each case when such cost or amount is deteri:nined, ZeUers or Target
Canada, as the case may be, shall within 30 days thereafter provide a complete statement
of such final determination to the other and within 30 days after such 30-day period (or if
there is a dispute over such amount, after the matter is detennined by the Auditor
pursuant to this Section) the necessary Post-Vacancy Adjustment shall be made. In the
case of any dispute between the Parties with respect to any Post-Vaca.ncy Adjustments,
the final cost or amount of an item shall be determined by a national audit firm (the
"Auditor") appointed jointly by Zellers and Target Canada within I0 Business Days after
the issue is referred by one of the Parties to the Auditor for such determination. The cost
of such determination shall be shared equally between the relevant Parties. Zellers and
Target Canada agree to execute and deliver on the relevant Vacaney Date an undertaking

I
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to re-adjust and pay the amount of any Post~Vacancy Adjustments as may be owing
pllnliant to the provisions of this Agreement. Notwithstanding any other provision of
this Section 3.3, save and except for those Post-Vacancy Adjustments being determined
by the Auditor in the manner set out herein (the "Au.dited Claim"), all adjustments and
Post-Vacancy Adjustments to be made pursuant to'this Section 3.3 shall, in any event, be
completed on or before the date which is no later than the second anniversary of the
relevant Vscanoy Date (the "rmal Adjustment Datej and no claim for any re
adjustment may be made by either party thereafter, unless and oo1y to the extent such
claim is an Audited Claim or ,is an adjustment pursuant to Section 3.3(3) or Section 3.5.
Subject to the terms of the applicable Sublease, Zellers shall, without delay, be
responsible to conclude all final reconciliations of all sums payable ,or receivable by 'the
tenant under the Subject Leases in accordance with the terms of each Subject Lease and
Target Canada shall provide.such assistance as may be reasonably required. Subject to
the terms ofthe applicable Sublease, Zellers and Target Canada agree that Target Canada

. shall not be responsible for any percentage rents attributable to Zellers' sales, special
service costs (such as additional janitorial services~ additional HVAC supplied) and other
costs for special services provided at the request of Zellers to a standard higher than the
nonn called for by the terms of the relevant Lease, or penalties and interest charged by
the Landlord in respect ofamounts owing which are attributable to the period prior to the
Vacancy Date.

(3) Zellers shall be entitled after the Vacancy Date to any amounts payable to Zellers and
responsible for any amounts owing by Zellers, pursuant to, or in respect of any
agreements with Goveminental Entities or any owners of property adjoining the Leased
Properties or under or in respect of the Subject Leases or the Leased Properties whereby

- any other Person is required to pay, reimburse, refund or otherwise contribute any
amount to Zellers in respect ofany improvements, work, services or costs that have been
supplied~ constructed, installed, performed or paid by Zellers prior to the relevant
Vacancy Date (in each case, a "Prepaid COlt RefaRd'') or whereby any other Person is
entitled to be paid any such similar amount by Zellers. This obligation survives the
relevant Vacancy Date and the Final Adjusbnent Date, notwithstanding any other
provision of this Agreement or any Ancillary Agreement To the extent Target Canada
receives any Prepaid Cost.Refund, Target Canada shall hold'such Prepaid Cost Refund in

. trust for Zellers and shall endorse in favour of Zellers and deliver to Zellers the Prepaid
Cost Refund forthwith upon receipt. Nothing in this Agreement, the Subject Leases or
the Ancillary Agreements, sball preclude Zellers from commencing or maintaining an
action against a third party from whom Zellers is entitled to receive a Prepaid Cost
Refund. Any such amount payable by Zellers shall be paid within 10 days following a
request for payment from Target Canada or the applicable recipient. Notwithstanding the
foregoing, Zellers may, upon prior consultation with Target Canada, deal directly with a
Landlord following the applicable Closing Date in connection with all claims and
disputes (mcluding reconciliation of all payments and charges thereunder) between the
Landlord and Zellers with respect to the Leased Property arising Fior to the applicable
Closing Date; provided,howevet, such actions shall in no event adversely impact Target
Canada's rights or obligations under the Subject Lease.
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Section 3.4 Sales and Transfer Taxes.

Target Canada or the applicable Designee or Designees shan be liable for and pay all sales and
transfer taxes (mcluding land transfer taxes), registrationcl1arges and transfer fees payable (i) by
the assignee in respect of the assignment of the Subject Leases from Zellers to Target Canada or
a Designee or Designees and (ii) in connection with any transfer of Pharmacy Records. Zellers
and Target Canada shall each be liable for and shall pay 50% of any sales and transfer taxes
(including land transfer taxes), registration charges and transfer fees payable in connection with
the registration of any of the Subject Leases and any transfer thereof ocCurring prior to the
applicable Closing Date (to the extent that Target Canada or Target has requested such
registration by reason of such registration being reasonably required in order for Target Canada
or a Designee to register the assignment to Target Canada or such Designee or obtain title
insurance or a title opinion reasonably satisfactory to Target Canada or such Designee). Zellers
sball provide such assistance and execute such documents as Target Canada may reasonably
require to complete such registrations.

Section 3.5 Goods and Services Tn and Harmollizecl Sales Tax.

Subject to Section 3.6, Target Canada shall be liable for and shall pay, or shall cause the
applicable Designee or Designees to be liable for and pay, to Zellers an amount equal to any
goods and services tax and harmonized sales tax payable by Target Canada and collectible by
Zellers under the Excise T~ Act (Canada), pius an amount eqaal to any similar value added or
multi-staged tax imposed (including, for greater certainty, a,ny applicable Quebec Sales Tax) by
any applicable provincial or territorial legislation, in respect of the assignment of the Subject
Leases to Target Canada or the Designee or Designees. Any suCh taxes shall be paid to Zellers
no later than three Business Days before such taxes, ifany, are due to be remitted by Zellers.

SeetiOD 3.6 Self-Asle&sment ofGST and HST on Real Property.

To the extent permitted under subsection 221(2) of the &cise Tax Act (Canada) and any
equivalent or corresponding provision under any applicable provincial or territorial legislation
and provided that Target Canada delivers or causes to be delivered by the applicable Designee or
Designees on the Closing Date to Zellers the HST Declaration and Indemnity, Target Canada or
the applicable Designee or Designees shall self-assess and remit, where applicable, directly to
the appropriate Governmental Entity any goods and services tax and harmonized sales tax
imposed under the Excise T~ Act (Canada) and any similar value added or multi-staged tax
imposed by any applicable provincial or territorial legislation payable in connection with the
assignment of the Subject Leases under this Agreement. Target Canada or the applicable
Designee or Designees shall make and file any returns in accordance with the requirements of
subsection 228(4) ofthe Excise Tax Act (Canada) and any equivalent or corresponding provision
under any applicable provincial or territorial legislation.

Section 3.7 Tax Refunds.

In the event that there are any realty tax appeals in respect of any Subject Leased Property for
any tax year prior to and including the year in which the applicable Vacancy Date for such
Subject Leased Property occurs (but not any subsequent tax year), Zellers may. at its option, at
no cost to Target Canada, and provided that it does not and will not materially and adversely
affect future assessments, continue such appeals (ort at Zellers' election, require Target Canada
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to pursue such..appeals .in good faith at Zellers' expense, and without Target Canada being
required to incur any liabilities or obligations) and sba11 be entitled to receive any rebate, refund,
credit, reassessment, readjustment, payment and/or the like from time to time (the full amounts
of each being a "Tax Refund") resulting therefrom. to the extent relating to the period prior to
the applicable Vacancy Date; provided that iellers shall consult'with Tuget Canada (or Target
Canada with Zeners as the case may be) with respect to, and Target Canada (or Zellers as the
case may be) acting reasonably shall have the right to approve, any final settlement or disposition
of any such appeal. (such approval shall be deemed to have been given by Target Canada (or
Zellers as the case may be) ifTarget Canada (or Zellers as the case may be) has not respOnded
within IS Business Days ofa request by Zellers (or Target Canada as the. case may be) for such
approVal). Each ofTarget Canada and Zellers agrees to co-operate with the other with respect to
all such appeals or reassessments and to provide the other with access to any necessary
documents or niate:rials required to continue any such appeals or reassessments. Target Canada
shall cooperate with Zellers as to any tax appeals and shall, if requested to do so. execute such
applications, authorizations or other documents as may be necessary for Zellers to undertake and
pursue the appeal. To the extent Target Canada receives any Tax Refund in respect ofthe period
prior to the applicable Vacancy Date. Target Canada shall hold such Tax Refund in tr;ust for
Zellers and shall endorse in favour of Zellers and deliver to Zellers the Tax Refund promptly
upon re~ipt; provided that, in all cases, readjustments with the Landlords under the Subject.
Leases as the result ofany Tax Refund may be effected by Target Canada prior to the payment of
any Tax Refund to Zellers and.the amount otherwise owing to Zellers in accordance with the
foregoing shall be reduced by any amount payable to any Landlord as a result of any such
adjustments (it being agreed that Target Canada shall provide Zellers with copies of any written
communication with the Landlord in respect of the foregoing). Similarly, to the extent Zellers
receives any Tax Refund for the period following the relevant Vacancy Date, Zellers shall hold
such Tax Refund in trust for Target Canada and shall endorse in favour of Target Canada and
deliver to Target Canada the Tax Refund forthwith upon. receipt If Target Canada sells or
otherwise disposes ofits interest in the Subject Lease to any Person (including to any Designee),
it shall obtain a covenant from such Person in favour ofZellers in which such Person .agrees to
observe and be bound by the terms ofthis Section.

SemOD 3.8 Note Purchase Fadlity.

(1) Target shall, or shall cause Target Canada or one or more other Affiliates of Target to,
~uire Notes for an acquisition cost of up to $200,000,000 subject to and in accordance
with the terms set out in this Section 3.8 and procedures to be agreed upon by the Parties.

(2) The acquisition cost to Targe~ Target Canada or such Affilia:te of any Notes (the "Cost
Basis" of such Notes) shall not exceed the principal amount of such Notes plus any
interest that has accrued and is unpaid on such Notes at the time ofsuch acquisition.

(3) Any interest accruing on any Notes from the time of acquisition of such Notes pursuant
to this Section 3.8 to the applicable Closing Date upon which such Notes are transferTed
in accordance with Section 3.2 (the "Accrued Interest'') shall accrue to the benefit of
Target, Target Canada or the applicable Affiliates, as the case may be. Any interest that
is paid to Target, Target Canada or any such Affiliate on the Notes shall be retained by
them.
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(4) Subject to the terms and conditions ofthis Agreement, on the First Tranche Closing Date
Target Canada sha1.l transfer and assign or cause to be transferred and assigned to or at
the direction of Zellers all right, title and interest of Target, Target Canada and such
Affiliates, as the case may be, in and to any and all Notes acquired pursuant to this
Section 3.8 prior to such time.

(5) Subject to the tenns and conditions of this Agreement, on OCtober 3,2011 Target Canada
sba1l transfer and assign or cause to be transferred and assigned to or at the direction of
Zellers aU right, title and interest ofTarget, TargetC~ and such Affiliates, as.the case
may be. in and to any and all Notes ~uired pursuant to this Section 3.8 that have not
been transferred and assigned pursuant to Section 3.8(4).

(6) All Notes transferred and assigned pursuant to Section 3.8(4) and Section 3.8(5) shall be
free and clear ofany Encumbrances other than any such Encwnbrances that existed when
such Notes were acquired by Target, Target Canada or such Affiliates, as the case may
be.

(7) Target and Target Canada shall not be required to acquire any Notes pursuant to this
Section 3.8 prior to the date that is 14 days after the conditions set forth in Section
3.8(8Xd) and (e) have been satisfied or after the date that is 14 days before the Second
Tranche Closing Date.

(8) The obligations pursuant to this Section 3.8 shall be subject to the following:

(a) the availability of Notes for purchase in the market at prices and on other terms
and conditions consistent with this Section 3.8;

(b) compliance by the Parties with Laws;

(c) each of the Parties being satisfied, in its own discretion, with respect to any
proposed purchase ofNotes contemplated by this Section 3.8:

(i) that such purchase is in the best interests of such Party in the context of
the transactions contemplated by this Agreement;

(ii) that such Notes may be acquired and transferred as contemplated by this
Section 3.8;

(iii) with the assets, liabilities, obligations, collateral, conditions, obligors aDd
guarantors associated with such Notes and any acquisition or transfer of
such Notes; and

(iv) with the tax: treatment ofthe ttansactions contemplated by this Section 3.8;

(d) in coDnection with each purchase of Notes, Zellers bas obtained and delivered to
Target Canada a Rating Agency Confirmation (as defined in the Intercred.itor
Agreement and in the Participation Agreement) with respect to the transfer of
such Notes to Target Canada; and
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(e) in connection with each purchase ofNotes, Zellers bas obtained the consent of all
of the holders ofsuch Notes, and ifrequired, the consent of the Senior Lender (as
defined in the Inteitteditor Agreement) and any other c:onsents as may be
required, to allow the transfer of such Notes from Target Canada to Zellers or its
designee without any conditions (except as may be acceptable to each Party in its
own discretion) and bas caused to be amended all agreements that restrict the
1lansfer of such Notes to Zellers or its designee (including the Interereditor
Agreement and Participation Agreement) to allow such transfer without any
conditions (except as may be acceptable to each Party in its own discretion), and
if required, has delivered a Rating Agency Confirmation with respect to such
amendments; provided that Target Canada agrees to consent to eJirnioation of any
restrictions on transfer of the Notes to Zellers or its designee.

(9) If, for any reason," Target Canada is not able to transfer and assign any Notes acquired as
contemplated by this Section 3.8 in satisfaction of a portion of the Purchase Pri~ as
contemplated by Section 3.2, HBC will indemnify and save Target, Target Canada and
Target's other Affiliates bannless from and against, and shall reimburse them for, the
amount, if any, by which the Cost Basis of such Notes and any Accrued Interest in
respect of such Notes exceeds the amount realized by them upon disposition of such
Notes.

ARTICLE 4
ASSUMED LIABILITIES

Section 4.1 Moaned Liabilities.

Target Canada agrees to discharge, perfOIDl and fulfil the following, except for the Excluded
Liabilities (collectively, the "Assumed Llabilitiesj:

(a) all obligations and liabilities incurred or accruing after the Effective rune on the
applicable Closing Date relating to or arising under the Subject Leases, except
obligations and liabilities related to any Lease Default existing prior to 1he
relevant Closing Date;

(b) any defaults, obligations or claims arising solely as a result of the failure to obtain
the consent of the applicable Landlords under the Subject Leases to: (i) the
transactions contemplated by this Agreement, (ii) the assignment of the Subject
Leases as contemplated by this Agreement, (iii) the entering into the Subleases,
and/or (iv) the Wmd-DownActioDS; and

(c) all obligations and liabilities for Taxes allocated to Target Canada under Sections
3.5,3.6, and 3.7. "

Seetion 4.1 Exduded Liabilities.

Target Canada shall not assume, and shall bave no obligation to discharge, perform or fulfil, the
following liabilities and obligations (the "Exeludecl Liabilities''):
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(a) except as otherwise expressly provided in Section 4.l(b), liabilities incurred or
accruing prior to the Effective TlID.e on the applicable Closing Date relating to or
arising under the Subject Leases, unless otherwise agreed to by the Parties;

(b) any Taxes, other than (i) Taxes incurred or accruing after the Effective Time on
the applicable Closing Date relating to or arising under the Subject Leases, and
(ii) Taxes allocated to Target Canada under Sections 3.5,3.6, and 3.7; and

(c) any other obligation or liability which Target Canada has not expressly' agreed to
discharge, perform or fulfil under this Agreement.

For the avoidance ofdoubt:

(d) any liabilities and obligations of Zellers under the Subleases shall be deemed to
be Excluded Liabilities; and

(e) Target Canada shall not assume, and shall have no obligation to discharge,
perfonn or fulfil, any liabilities or obligations relating to:

(i) contracts or agreements entered into by Zellers or its Affiliates (other than
the Subject Leases); or '

(n) employees of Zellers or its Affiliates or benefits relating to those
employees•

Section 4.3 "As Is, Where Is".,

Except for the representations, war:ranties, covenants and certifications of Zellers and HBC
expressly set out in (i) this Agreement, (ii) the AncillaIy Agreements and (iii) any closing
documents delivered by Zellers on any Closing Date or Delivery Date, Target Canada
irrevocably acknowledges and agrees, without condition, reservation or qualification ofany kind
whatsoever, that:

(a) in entering into this Agreement and completing the purchase of the Subject Leases
by Target Canada contemplated hereby, Target Canada and Target have relied and
will ~ntinue to rely .solely and exclusively upon their own inspections~

investigations and due diligence with respect to the Subject Leases and the
Subject Leased Properties;

(b) the Subject Leases are being purchased by Target Canada and the Subject Leased
Properties are being delivered strictly on an "as is, where is" basis, at Target and
Target Canada's sole risk and peril, without any express or implied agreement or
representation and warranty or certification of any kind whatsoever or any
liability or obligation by or on behalf of Zellers as to any matter concerning or
relating to the Subject Leases or the Subject Leased ~ropertics, including its or
their physical or financial condition, suitability for development, fitness for a
particular purpose, marketability, title, title liens and Encumbrances (registered or
otherwise), physical condition or characteristics, profitability, use or zonin&
environmental condition, existence of latent defects, quality, or any other·
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condition or chatacteristic thereof, or availability or non-availability of any
Landlord consent required for any assignment of the Subject Leases unless such
non-availability is due to a Lease Default; and

as part of Target Canada's agreement topurcbase the Subject Leases and accept
the Subject Leases and the Leased Properties "as~is, where-is", and not as a
limitation on such agreement, Target Canada and Target hereby unconditionally
and irrevocably waive any and all actual or potential rights or Damages Target
Canada or Target might have a8ainst Zellers pursuant to any warranty, express or
implied, of any kind or type, other than those representatioDS, warnmties,
covenants and certifications expressly set forth in 1his Agreement, the Ancillary
Agreements and any closing documents delivered by Zellers or HBC on any
Closing Date or Delivery Date. Such waiver includes waiver of express
warranties, implied wammties, warranties of fitness for a particular use,
warranties ofmerchantability, warranties ofoccupancy, strict liability and claims
of every kind and type, including claims regarding defects, whether or not
discoverable, product liability claims, or similar claims, and to all other extent or
later created or conceived ofstrict liability or strict liability type claims and rights.

•
ARTICLES

REPRESENTATIONS AND WARRANTIES OF ZELLERS

Section 5.1 Represeatations and Wammties of ZeDers•

Zellers represents and warrants as ofthe Execution Date as follows to Target and Target Canada
and acknowledges that Target and Target Canada are relying upon the representations and
warranties in connection with Target Canada's purchase of the Subject Leases and the
assumption by Target Canada ofthe Assumed Liabilities: .

Corporate Matters

(a) Incorporation ad Qualification. Zellers is a corporation inCOlporated and
existing under the Laws of its jurisdiction of incolpOraUon and has the corporate
power to own and operate its property, carry on its business and enter into and
perform its obligations under this Agreement

(b) Corporate Authorization. The execution and delivery of, and performance by
Zellers ot: this Agreement and the Ancillary Agreements have been authorized by
all necessary corporate action on the part ofZellers.

(e) No Conflid. The execution and delivery of this Agreement and the Ancillary
Agreements, and the performance by Zellers of the traosactions contemplated by
this Agreement and the Ancillary Agreements, do not constitute or result in a
violation or breach ot: or conflict with, or default under, or give rise to or create
an Encumbrance (other than any Permitted Encumbrance) on any Lease under. or
allow any Person to exercise any rights under, any of the tenns or provisions of:

(i) its constating docwnents or by-laws, or
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(ii) any Law applicable to Zellers.

(d) Required Authorizations. Except for the Competition Act Approval and as
disclosed in Section 5.1(d) of the Disclosure Letter, no material filing with, notice
to, or Authorization ot: any Governmental Entity is required on the part ofZellers.
as a condition to the lawful completion of the transactions contemplated by this
Agreement, except with respect to any filing related to the transfer of the
Pharmacy Records or except for filings or Authorizations required as a result of
the status or identity ofTarget Canada.

(e) ExecutioD ad BindiDg Obligation. This Agreement has been duly executed
and delivered by Zellers and constitutes legal, valid and binding agreements of it
enforceable against it in accordance with its terms, subject to any limitation under
applicable laws relating to (i) bankruptcy, winding-up, insolvency, arrangement,
fraudulent preference and conveyance, assignment and preference and other
similar Laws of general application affecting the enforcement ofcreditors' rights,
and (ii) the discretion that a court may exerclse in the granting of equitable
remedies such as specific performance and injunction.

(f) Residence of Zellen. Zellers is not a non-resident of Canada within the meaning
ofthe Tax Act.

General Matters

(g) CompUaaee with Laws. Other than as disclosed in the Due Diligence File or
Section 5.1(g) of the Disclosure Letter, Zellers is operating the stores on the
Leased Properties in compliance with all Laws in all material respects; provided.
nothing in this Section S.l(g) shall expand the scope of any representation or
warranty contained in Section 5.1(i). .

(h) No OptiOIll, ete. to Purchase Asset&. Except for Target Canada's right under
this Agreement, and except as disclosed in the Due Diligence File and in Section
S.l(h) of the Disclosure Letter, no Person has any contractual right or privilege
for the pmchase or other acquisition fromZellen or any of its Affiliates ofany of
the Subject Leases or to Zellers' knowledge, as ofthe Execution Date, any of the
Pharmacy Records.

(i) Leases ad Leased Properties

(i) Section 5.1(i)(i) of the Disclosure Letter sets forth a true, accurate and
complete list of each Lease by reference to. its municipal address or the
name of the shopping centre at which the Leased Properties are located.

(li) Except as disclosed in Section 5.l(iXii) of the Disclosure Letter, the Due
Diligence File contains true, accurate and complete copies of the Leases
and all Default Notices, in each case in all material respects. Except as
disclosed in Section 5.1(i)(ii) of the Disclosure Letter or in the Due
Diligence File, and except for any amendment or other instrument entered
into after the Execution Date with Target Canada's consent pursuant to
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Section 7.6, the Leases have not been altered or amended in any material
respect.

Except as disclosed in Section S.l(i)(iii) of the Disclosure Letter, each of
the Leases creates a valid and binding leasehold interest which interest is
in full force and effect, excluding any failure of title arising from non
compliance with the Planning Act (Ontario) or any similar Laws
governing subdivision or severance ofreal property in other provinces.

(iv)

•

Zellers is the sole legal and beneficial owner of the leasehold interest in
. the Leased Properties pursuant to the Leases and bas leasehold title under
each ofthe Leases subject only to the Permitted Encumbrances, excluding
any failuxe of title atising from non-compliance with the Planning Act
(Ontario) or any similar Laws governing subdivision or severance of real
property in other provinces.

(v) Except as set forth in the Due Diligence File or Section S.l(i)(v) of the
Disclosure Letter, to Zellers' knowledge as of the Execution Date, there
are no prohibitions or material. restrictions that have impaired the use of a
Leased Property for· a department store or junior department store
including pharmacy and food sales operations, to the extent that such uses
and operations exist on such Leased Property as of the Execution Date as
cu.mmtly operated by Zellers, but excluding operations which ~ not
typically conducted in a "Target" store•

(vi) zellers has not entered into any agreement to sel~ transfer, mortgage, or
otherwise dispose of the leasehold right, title and interest of Zellers in and
to any Leased Property or the air or density rights relating to any Leased
Property other than as set out in the Due Diligence File or in Section
S.l(i){vi) ofthe Disclosure Letter.

(vii) To Zellers' knowledge, all Material Lease Defaults are listed in Section
S.l(iXvii) ofthe Disclosure Letter.

(viii) Except as disclosed in Section S.l(i)(vili) ofthe Disclosure Letter or in the
Due Diligence File: .

(l) all payments owed by Zellers under each of the Leases~
not overdue and will not be overdue as of the applicable
Closing Date or will be adjusted in accordance with Section
3.3;

(2) there is no Material Lease Default under any Lease;

(3) except in respect of any Failure to Operate caused by force
majeure (to Zellers' knowledge no such force majeure
exists as of the Execution Date), at each of the Leased
Properties with respect to which the Landlord has a
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Landlord Recapture Right under the applicable Lease, there
~s no Failure to Operate; and

as ofthe Execution Date, Zellers has not given notice to the
Landlord of a material default by the Landlord under any
Lease.

•

(IX) Except as disclosed in the Due Diligence File or in Section 5. I(iXix) ofthe
Disclosure Letter, Zellers has not exercised any option to terminate or
right to terminate any Lease.

(x) Except as disclosed in Section S.l(i)(x) of the Disclosure Letter neither
Zellm nor any of Zellers' Affiliates bas any option to purchase, right of
first refusal or other simil8r right to acquire any Leased Property, other
than as set out in the Due Diligence File.

(xi) Except as disclosed in the Due Diligence File or Section S.1(i)(xi) of the
Disclosure Letter, Zellers has not expreSsly waived any material rights
under any Lease (i) relating to the use of the Leased Property or (ii)
impairing the visibility, sigoage, parking or access to the Leased Property
in any material respect, which remain unoompleted as of the Execution
Date.

(xii) Except as disclosed in the Due Diligence File or in Section 5.1(i)(xii) of
the Disclosure Letter, to the knowledge of Zellers, no written order or
directive (that has not been satisfied) has been received by zellers from
any Govcmmental Entity (a) prohibiting the operation of any Leased
Property or (b) requiring the cure or rectification ofany material defects in
the construction of the building or improvements on or forming a part of
any of the Leased Properties or relating to any work, in order to comply
with aDy building codes, land use, zoning by-laws, fire codes,
environmental protection registration or any other Laws which, if not
cured or rectified, would have a material adverse effect on any of the
Leased Properties.

(xiii) Except as disclosed in Section S.l(i)(xiii) of the Disclosure Letter, no
Person has any right to purchase, option to purchase, right of first offer,
right offirst refusal or other similar right to acquire the LeasedPro~
in favo\U' ofany Person which will prevent Target Canada's acquisition of
Zellers' leasehold interest of any Leased Property other than Target
Canada pursuant to this Agreement, and subject to generally applicable
statutory rights ofa Governmental Entity, no Person other than Zellers and
its subtenants,. licensees and concessionaires whose occupancies will be
terminated by ZeUers by the applicable Vacancy Date·is using or has any
right to use, or is in possession or occupancy ot: any part of such Leased
Property.

(xiv) Except as disclosed in the Due Diligence File. there is not presently
outstanding in respect of any Leased Property any judgment, decree,
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injunction or order ofany Governmental Entity or in favour ofany Person
which would have a material adverse effect on such Leased Property.

Except as disclosed in the Due Diligence File or in Section S.l(i)(xv) of
the Disclosure Letter, Zellers has no knowledge' of any eXpropriation or
condemnation or similar proceeding Pending or threatened against any of
the Leased Properties.

•

(j) LitigatiOD. There are DO actions, suits, appeals, claims, applications,
investigations, orders, prQCeedings, grievances, arbitrations or alternative dispute
resolution processes in progress, pending, or to Zellers' knowledge, threatened
against hUers, which, to the extent outstanding or if determined adversely to
Zellers~ would prohibit a material portion of the transactions contemplated by this
Agreement.

(k) . Taxes. No failure, ifany, of Zellers to duly and timely withhold, collect, report,
remit or pay any Taxes as required by Laws will result in an Encumbrance ofany
~ on the Subject Leases or the Pbannacy Records. There are no proceedings,
investigations, audits or claims now pending or threatened against Zellers in
respect of any Taxes. and there are no matters under discussion, 8lldit or appeal 
with any Governmental Entity relating to Taxes, that may result in an
Encumbrance of any nature on the Subject Leases or the Pbarmacy Records.
Zellers is duly registered under Subdivision (d) of Division V of Part IX of the
Excise Tax Act (Canada) with respect to the goods and services tax and
barmonized sales tax and under Division I of Chapter VIII of Title I of An Act
Respecting the Quebec Sales Tax with respect to the Quebec sales tax, and its
registmtion numbers are: 12196 8549 RTOOOI and 101049 4016 TQI002,
respectively.

(1) Broken. No broker, agent or other intermediary is entitled to any fee,
commission or other remuneration in connection with the transactions
contemplated by this Agreement based upon arrangements made by or on behalf
ofZellers or any of its Affiliates.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF TARGET CANADA AND TARGET

Section 6.1 . ReprescDtationa aDd Warranties of Target CaDada and Target.

Target Canada and Target represent and warrant as of the Execution Date as follows to Zellers
and acknowledge and confiDn that Zellers is relying on such representations and warranties in
connection with the sale by Zellers ofthe Subject Leases and the Pharmacy Records:

(a) InCOrpol"BtiOD and Corporate Power. Target is and Target Canad8. is or will be
a corporation incorporated and existing under the laws of its jurisdiction of
incorporation and it has or will have the corporate power to enter into and perform
its obligations under this Agreement and the Ancillary Agreements.
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(b) CorpGnte Authorization. The execution and delivery of and performance by
Target and Target Canada of this Agreement and the Ancillary Agreements have
been or will be at or prior to the First Tranche Closing nate authorized by all
Decessmy ~rporate action on the part ofTarget and each Target Canada.

(c) No CoDftid. The execution and delivery of this Agreement and the Ancillary
Agreements, and the performance by Target and Target Canada of the
11'aDsactions contemplated by this Agreement and the Ancillary Agreements, do
not constitute or result in a violation or breach of, or !Xlnflict with, or default

.under, or allow any Person to exercise any rights under, any of the terms or
provisions of:

(i) its constating documents or by-laws; or

(ii) any Laws applicable to Target or a Target Canada, as appli<:able.

(d) Required Authorizations. Except for the Competition Act Approval, no
ma1erial filing wi~ notice to or Authorization of, any Governmental Entity is
required on the part of Target or Target Canada as a condition to the lawful
completion of the transactions contemplated by this Agreement, except with
respect to any filing related 'to the transfer ofthe Pbarmacy Records•.

(e) Execution and Binding Obligatioll. This Agreement has been duly executed
and delivered by Target and constitutes legal, valid and binding agreements of it,
enforceable against it in accordance with its tenns, subject to any limitation under
applicable Laws relating to (i) bankruptcy, winding-up insolvency, arrangement,
fraudulent preference and conveyance, assignment and preference and other
similar Laws of general application affecting the enforcement of creditors' rights,
and (Ii) the discretion that a court may exercise in the granting of equitable
remedies including specific performance and injunction.

(t) Financing. Target has, and will have at the mlevant Closing Date. sufficient
funds on band or available to fund the payment of the Purchase Price by Target
Canada.

(g) LltigatiOD. There are no actions, suits, appeals, claims, applications,
investigations, orders, proceedings, grievances, arbitrations or alternative dispute
resolution processes in progress, pending. or to Target's knowledge, threatened
against Target or Target Canada, which, to the extent outstanding or ifdetermined
adversely to Target or Target~ would prohJ.1Jit any of the transactions
contemplated by this Agreement.

(h) Broken. No broker, agent or other intermediary is entitled to any fee,
oommission or other remuneration in connection with the transactions
contemplated by this Agreement based upon ammgemcnts made by or on behalf
ofTarget or Target Canada

(i) Due Diligence. Target and Target Canada have conducted to their satisfaction an
independent investigation of the Subject Leases and Subject Leased Properties
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(including all matters relating to the leasehold and underlying freehold title
thereto)~ and, in making the determination to proceed with the 1l'ansaCtions
contemplated by the Agreement, has relied solely on the results of their own
independent investigation, the representations and wmanties of Zellers in this
Agreement and the covenants of Zellers pursuant to this Agreement and the
Ancillary Agreements; provided that nothing in this Section 6.1(i) shall be
construed as limiting the scope of Zellers' representations, warranties, and
covenants pursuant to this Agreement and the Ancillary Agreements or the ability
ofTarget or Target Canada to rely upon them.

ARTICLE 7
COVENANTS OF TIlE PARTIES

Section 7.1 Actions to Satisfy Closing ConditioDS.

Subject to this Article 7, Zellers will use its commercially reasonable efforts to ensure
compliance with all of the conditions set forth in Section 8.1 (provided that, solely for purposes
of this Section 7.1, the condition set forth in Section 8.1(a)(ii) shall be deemed to require the
representations and wammties contained in Section 5.l(i) to be true and oorrect in all material
reSpects as of the relevant Closing Date with respect to each of the. First Tranche Subject Leases
or the Second Tranche Subject Leases, as the case may be) and Target will use its commercially
reasonable efforts to ensure compliance with all ofthe conditions set forth in Section 82.

• Seetion 7.2 Request for CODSeDh.

(l) From and after the Execution Date, Target and Target Canada sball request such
consents, approvals. licenses and agreements (including amendments to Leases) from
such Landlords and other Persons as Target may determine to be necessary or desirable.
Subject to Section 7.2(4), Zellers agrees to reasonably cooperate with Target and T8Iget
Canada in such efforts, as Target may from time to time request.

(2) Target agrees that, if it elects to approach a Landlord with a request for a consent or
approval, Target will include among its requests to such Landlord a request that Zellers
be released from all Lease obligations accruing after the relevant Closing Date (provided
that nothing in this Section 7.2(2) shall limit the obligations ofZellm as subtenant under
the Subleases). Obtaining the agreement ofany Landlord to any such request shall not be
a condition to Closing and in no event will Target have any liability to Zellers if any
request for such release is not granted. .

(3) IfTarget Of Target Canada has designated a Lease as a Subject Lease for assignment on
a Closing Date but bas not obtained all consents and approvals determined by Target or
Tatget Canada to be necessary or desirable, Target shall have the option to exclude such
Lease from the Subject Leases to be assigned at~ Closing and such excluded Lease
shall no longer be a Subject Lease, but there sba1l be no reduction in the Purchase Price
on account ofsuch exclusion.

(4) In no event shall Zellers or HBC be obligated to bear any expense or pay any fee or grant
any concession in connection with. Target or Target Canada seeking to obtain consents,
authorizations or approvals to the assignment of Subject Leases. All fees. costs and
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expenses payable to third parties in connection with obtaining consents, including
increased rents, landlord administration and consent fees and landlord counsel fees shall
be paid byTarget Canada.

If any. Landlord fails or refuses to provide miy consent requested by Target or Target
Canada (or requested by Zellers, at the request of Target or Target Canada), Zellers shall
assign to Target Canada with respect to Subject Leases that are assigned to Target
Canada or its Designee any rights, claims or Damages that may be available by reason of
such failure or refusal (including any right to commence and prosecute any legal action
against such Landlord on account of such failure or refusal), and Zellers will cooperate
with Target Canada's efforts in connection with any such action.

Target and Target Canada acknowledge and agree as follows:

(a) Target Canada and Target sba1I be solely responsible for any costs, fees,
Damages, Lease Defaults, any increase in any base rent, operating costs,
additional rents, percentage rents, and other charges payable under any of the
Subject Leases and any other consequences as a result of the failure to request or
to obtain any consents, authorizations or approvals to the assignment of the
Subject Leases to Target Canada or a Designee or Designees (whether on or any
time after the relevant Closing Date) or to the Subleases or to the Wind-Down
Actions of Zellers and furthermore that such failure to request or obtain said
consents, authorizations or approvals does not in any way limit or otherwise
impact the obligations of Target or Target Canada under this Agreement,
including Target Canada's obligation to complete the transactions contemplated
herein on 1he relevant Closing Date; and

(b) that it shall indemnify and hold bannless Zellers and HBC ofand from any costs,
fees and Damages resulting from the actions of Target or Target Canada or any
Designee or those acting by or on behalf of Target or Target Canada or any
Designees in seeking consents and approvals to assign the Subject Leases to
Target Canada or its Designee or Designees (whether on or anYtime after the
relevant Closing Dates), the Subleases and the Wmd-Down Actions (mcluding
under Section 7.2(6)(a) and Section 7.2(4».

SeCtion 7.3 FIIiDp and Aathorizatio....

(1) Each of Zellers and Target Canada, as promptly as practicable after the Execution Date,
will use its commercially reasonable efforts to make, or cause to be made, all filings with,
give all notices to, and obtain all Authorizations from, Governmental Entities that are
necessmy and desirable for the lawful completion ofthe assignment ofthe Subject Leases
to Target Canada or applicable Designee or Designees and where the failure to do so
would have a material adverse effect on the business of Target Canada, after the First
Tranche ClosiDg Date, taken as a whole. Target Canada will pay all filing fees incurred
in connection with any such required Authorization, including Competition Act
Approval.

(2) Notwithstanding any other provision in this Agreement, Target will take and will cause
Target Canada to take all actions necessary to obtain as expeditiously as possible (and in
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any event so as to permit the First Tranche Closing' Date to occur as soon as possible), at
its own expense, all Authorizations (including Competition Act Approval) required in
connection with the lawful assignment of the Subject Leases to Target Canada or
applicable Designee or qesignees, including negotiating and effecting by consent
agreement or order, hold separate arrangement, undertakingS or any form. of behavioural
remedy or commitment

(3) The Parties will coordinate and cooperate in exchanging information and supplying
assistance that is reasonably requested in connection with this Section 7.3(3) and Section
7.3(2) including providing each other with advance copies and reasonable opportunity to
comment on all notices and infonnation supplied to or filed with any Governmental
Entity (mcluding notices and information which Zellers or Target Canada, in each case
acting reasonably, consider highly confidential and sensitive, which notices and
infonnation inay be provided on a confidential and privileged basis to outside counsel of
the other Party), and all notices and correspondences received from any Governmental
Entity. Each of Zellers and Target Canada sball keep the other apprised of the status of
any such communications with, and any such inquiries or requests for additional
information from, lIDy Governmental Entities, and each Party shall comply promptly with
such inquiry or request. No Party shall independently participate in any meeting,
negotiation or material discussion with any Governmental Entity in respect of any such
filings, inquiries, or requests, without giving the other prior notice of the meeting and, to
the extent permitted by such Governmental Entity, the opportunity to attend and
participate.

(4) As used in this Agreement, "Competition Act Approval" means the earlier of:

(a) either (A) the issuance to Target Canada of an advance ruling certificate by the
Commissioner of Competition under Subsection 102(1) ofthe CompetitionAct to
the effect that the Commissioner of Competition is satisfied that she would not
have sufficient grounds upon which to apply to the Competition Tribunal. for an
order under Section 92 of the Competition Act with .respeCt to the transactions
contemplated by this Agreement, or (8) Target Canada shall have been advised in
writing by the Commissioner of Competition that she is of the view that gI'OWlds

do not exist as of the date of the advice to initiate proceMinp under the metger
provisions of the Competition Act in respect of the transactions contemplated by
this Agreement; and .

(b) the waiting period, including any extension thereot: under Section 123 of the
Competition Act shall have expired or been tenninatc:d or the obligation to
provide a pre-merger notification in accordance with Part IX of the Competition
Act shall have been waived in accordance with paragraph 113(c) of the
Competition Act.

SedioD 7.4 Risk ofLoss.

If, prior to the relevant Closing Date, all or any part of the Subject Leased Properties are
destroyed or damaged by fire or any other casualty or are appropriated, expropriated or seized by
any Governmental Entity, the representations and warranties of Zellers that are not true and
cotrect in all material respects as of the relevant Closing Date solely as a result of such
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destruction, damage, appropriation, expropriation or seizure will be deemed to be true and
correct in all material respects as ofthe relevant Closing Date for all purposes ofthis Agreement,
and Target Canada will complete the tnmsactions contemplated by this Agreement withOut
reduction of the Purchase Price, in which event all proceeds of any insurance (or which Would
have been available except for Zellers' election of deductibles or self-insurance, which amounts
Zellers shall be responsible to contribute) Of compensation will be payable to Target Canada and
all right and claim ofZellers to any such amounts not paid by the relevant Closing Date will be
assigned to Target Canada.

Seetion 7.5 CoDfidentiaiity.

Target acknowledges baYing signed a confidentiality agreement between Target and Zellers.
Subject to Section 7.2, Target Canada agrees that except as provided in this Agreement and the
Ancillary Agreements, the confidentiality agreement continues to apply and Target Canada is
bound by its teims. The confidentiality agreement will cease to apply with respect to each
Subject Lease and Subject Leased Property upon the assignment of such Subject Lease in
accordance with this Agreement, and following the Second Tranche Closing Date the
confidentiality agreement will ter.minat.c except as to Leases that are not Subject Leases. Zellers
acknowledges that Target will be filing a copy of this Agreement with the United States
Securities and Exchange Commission in accordance with Laws.

SectiOD 7.6 Lease AmeDdmeDts, ReDewab and Notice&. .

(1) From and after the Execution Date to and including the Sec:ond Tranche Closing Date
Zellers will not amend, modify, consent to, grant any approval or take any action, or omit
to take any action, under or with respect to any Lease (other than the enforcement of
rights under or with respect to any Lease), without the prior written consent of Target
Canada, provided (i) if the action taken with respect to the Lease in question is required
to allow the continued operation of the Zellers store, then Target Canada's consent may
not be unreasonably conditioned or withheld, and (li) ifthe immediately preceding clause
(i) does not apply, then Target Canada may provide, condition or withhold such consent
in its sole and absolute discretion. For the purposes of each of the foregoing matters
referred to in this Section 7.6(1) in respect of any Lease and/or any other matter relating
to the operation and administration of any Leased Property prior to the Second Tranche
Closing Date that require Target Canada's consent or approval (each a "Consent
Matter''), Zellers, tbrough Brian Pall or Bruce Moore (each an "Authorized Zenen
Representative''), may make requests from time to time for Target Canada's consent or
approval with respect to any Consent Matter directly to Joan .Ahrens (the "Authorized
Target RepreseDtative"). For the purposes of this Agreement, any consent or approval
with respect to any Consent Matter given by the Authorized Target Representative to an
Authorized Zellers Represen1ative from time to time, by email or other form of written
communication (which email or other communication shall clearly reference this S~tion

7.6), shall constitute written consent of Target Canada for all purposes with respect to
such Consent Matter.

(2) Section 7.6(2) of the Disclosure Letter lists each Lease Cn any) that requires Zellers to
deliver notice or otherwise take steps in order to ~tend or renew the term of such Lease
after the Execution Date and prior to December 31, 2011, and the last date (the "Renewal
Notiee EspiratiOD Date'') by ~ch such notice must be given or such steps taken.
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Target Canada shall elect by Notice given to Zellers no later than 30 days (or 14 days,
with respect to Leases with a Renewal Notice Expiration Date prior to February 28,
2011) prior to the Renewal Notice Expiration Date as to whether the Lease is a Subject
Lease and if so, whether Target Canada wishes to have the term extended or renewed.
Failing delivery ofTarget Canada's Notice as aforesaid, Zellers may elect whether or not
to renew or extend such Lease in its discretion, and in no event will Zellers have any
liability to Target or Target Canada ifsuch Notice is not delivered.

From and after the Execution Date, to and including the Second Tranche Closing Date,
Zellers will use its commerclaJ.ly reasonable efforts to provide to Target Canada (a) a
copy ofeach Default Notice relating to the Leased Properties within two Business Days
of receipt by Zellers or any Affiliate ofZellers of such Default Notice, and (b) a copy of
each notice of default or claimed default sent by Zellers to any Landlord within two
Business Days of the date any such notice is sent.

(4)

•

The terms oftbis Section 7.6 do not apply in respect of any Lease which Target Canada
or Target notifies Zellers will not be a Subject Lease.

Section 7.7 ZeUen Entity Cooperation.

(1) Zellers, HBC and their Affiliates (each, a "Zellen Entityj currently own, lease, ground
lease or hold other similar interests in one or more of the developments iIi which a
Subject Leased Property was or is located (each, a "Subjeet Developmenf').

(2) Zellen and HBC, on behalfofeach Zellers Entity, agree to fully cooperate, subject to the
allocation of COS1s set out in Section 7.7(2)(h), in order to allow Target Canada, Target,
any Designee permitted under Section 2.7 and any of their respective Affiliates (each, a
"Target Entity"), to enter, operate, develop, remodel andIor redevelop each Subject
Development for any uses which are consistent with a first class retail shopping centre in
Canada, including a Target disoount department store (which store may include,
pharmacy, restaurant and food sales operations without restriction as to.product types or
size of areas devoted to such items) as is typically operated, from time to time, in the
United States or Canada (the "Permitted Use''), Zellers and HBC will cause each Zellers
Entity on its own behalf and on behalf of those claiming, by, through and under such
Zellers Entity, with respect to a Subject Development only:

(a) to modify, waive, release and terminate all use restrictions and use exclusives
benefiting or enforceable by the Zellers Entity that would limit or prohibit the
operation ofany Permitted Use by a Target Entity.

(b) to consent to the temporary reduction, cessation or reasonable modification of
operations of the Target Entity at any Subject Leased Property so as to allow for
the remodelling, development or redevelopment ofsuch Subject Leased Property
which consent shall be given without such Zellers Entity availing itself of any
rights in connection with such consent, including a reduction of rent, right to
cease operations, right of termination or any other similar provision, if such
consent relates to any Subject Development;

1_--_----------------
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(c) to grant all consents and approvals for the remodelling, developing or
redeveloping the interior ofany building (provided that any change to the location
or size of such building shall be subject to the provisions of Section 7.7(2)(e»
located or to be located on or within a Subject Development;

(d) to grant all consents and approvals for the remodelling, developing or
redeveloping the exterior elevations of any building (including building signage,
branding, architectural details and closure of entrances to the Target Entity's
building) located or to be located on or within a Subject Development (provided
that any change to the location or size of such building shall be subject to the
provisions of Section 7.7(2Xe», as well as any appurtenances immediately
adjacent to the Target Entity's building (e.g., sidewalks, landscaping and loading
docks). but not other common areas;

(e) to grant all consents and approvals for remodelling. developing or redeveloping
any Subject Development (including the relocation or any change in the size of
any building) and any freestanding signage; provided however. that
notwithstaoding the foregoing, the Zellers Entities shall have no obligation under
this Section 7.7(2)(e) to (i) incur any Damages, liability, costs or expenses from a '
third party claim (other than those contemplated to be incurred by a Zellers Entity
pursuant ,to Section 7.7(2)(h»; eli) take or to refrain from taking any action, or to
consent, approve, support or withhold objection to any matter or thing, which
would or could R'8SOnably be expected to result in Damages, liability, costs or
expenses to any Zellers Entity from a third party claim (other than those '
contemplated to be incurred by a Zellers Entity pursuant to Section 7.7(2)(h», in
connectiori with the breach of any Laws or any Encumbrances existing as of the
Execution Date by or to which a Zellers Entity is a party or to which it is subject,
or which affects a Subject Development; or (ni) take or to refrain from taking any
action, or to consent, approve, support or withhold objection to any matter or
thing which would, or could reasonably be expected to, materially adversely
affect the use, operation, signage, parking rights in any "primary psrldng field",
access to COD1Dl()n areas, .full pedestrian and vehicular access to all existing
internal and external roadways and walkways of any Bay store or the business
conducted therein (clauses (i), (ii) and (iii) are collectively, the "ApproVal
Restrietioas"). Ifany Approval Restrictions do exist under item (li) above, each
Zellers Entity will use its commercially reasonable efforts (without payment of
consideration or repayment of debt) to (a) obtain the consent from any Person
benefiting from such Approval Restriction and/or (b) allow for the requested c0

operation ofthe Zellers Entity to be given in accordan<:e with this Section 7.7;

(f) to join in applications for all permits, variances, special uses, licenses or
authorizations deemed necessary or desirable by the Target Entity in connection
With remodelling, development or redevelopment of the Subject Leased Property
for the foregoing putpOses, and to the extent such request is in compliance with
Section 7.7(2Xe), the balance of any Subject Development; provided however,
that no Zellers Entity sba1l have any obligation to join in any ofthe foregoing to
the extent that such item would expose such Zellers Entity to Damages, liability,
costs or expenses except to the extent the foregoing relate to the Zellers Entity's
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authority to issue such authorization or the Target Entity agrees to protect the
Zellers' Entity with respect to risks through an indemnity or other arrangement .
satisfa¢tory to Zellers;

not to seek, request or demand any charge or concession from any Target Entity
or any other third party in connection with fulfilling its obligations under this
Section 7.7, except as set forth in Section 7.7(2)(h); and

for each of the first 10 locations selected by any Target Entity (on an aggregate
basis for all Target Entities) for cooperation by any Zellers Entity under this
Section 7.7, such Zellers Entity shall be responsible and pay for all of the out of
pocket costs incurred by such Zellers Entity in connection with any requests for
cooperation made by such Target Entity relating to the initial redevelopment of
such location by the Target Entity. Thereafter, all requests for cooperation by any
Target Entity relating to (i) each additional location, or (ii) to the extent unrelated
to the initial redevelopment, each of the initial 10 locations, the related Zellers
Entity and the Target Entity shall each be responsible for paying 50% of the out
ofpocket costs incurred by such Zellers Entity with respect to any such requests,
and the Target Entity shall reimburse the Zellers Entity for its share of such costs
in accordance with arrangements to be made between the related Target Entity

.and the Zellers Entity each acting reasonably.

(3) Target Canada acknowledges that five Subject Developments (which are the following:
Devo~ Mall, Wmdsor; Square One, Mississauga; Centrepoint Mall, North York; Les
Promenades, 8t 'Bruno; and downtown W'mnipeg, Manitoba) held by Zellers Entity
Affiliates are' subject to an existing Mortgage in favour of OE Capital Canada Finance
Inc. which may be breached by the actions contemplated under Sections 7.7(2Xa) through
(d) above. The :remaining Subject Developments are not subject to any other material
restrictions relating to such actions under any Mortgage known to Zellers relating to the
Subject Development as of the Execution Date. If the Zellers Entity reasonably
determines that such a breach will occur, then the Zellers Entity will use its commercially
re8:S0nable efforts (without payment of consideration or repayment of debt) to (i) obtain
the consent from the Mortgage holder benefiting from the Approval Restriction in
Section 7.7(2Xe)(ii) and/or (n) allow for the requested co-operation of the Zellers Entity
~ be given in accordance with this Section 7.7.

(4) So' as to allow each Target Entity to confirm a Zellers Entity's compliance with the
provisions of this Section 7.7 prior to commencing any of the above activities, each
Zellers Entity will, upon a request of a Target Entity, enter into reason8ble written
documentation evidencing its agreement with respect to all approvals, consents and other
requests of such Target Entity with respect to such contemplated location prior to the
acquisition by such party. .

(5) Zellers and HBC. on behalf of each Zellers Entity, each agree that no Zellers Entity will
subordinate its interest (or further restrict its rights to comply with the provisions of this
Section 7.7) in any Subject Development to any filtutt: encumbrance unless such Zellers
Entity receives a written non-disturbance agreement from the holder of such
encumbrance with respect to the provisions of this Section 7.7.
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(6) The obligations of Zellers, HBC and each Zellers Entity pursuant to this Section 7.7 shall
be binding upon the successors and' assigns of each such Zellers Entity, including each
sua:essor owner ofthe Zellers .Entity's interest in the Subject Development to which such
obligations may now or in the future relate. Such obligations shall bind and benefit, as
the case may require, the heirs, legal representatives, assigns and successors of the
respective parties, and all covenants, conditions .and agreements contained in this Section
7.7 shall be construed (to the extent permitted by Laws) as covenants running with the
land with respect to each Subject Development. Without limiting the generality of the
foregoing, each Zellers Entity shall, at its sole cost and expense (a) infonn in writing each
successor, assign and purchaser of each Subject Development of the provisions of this
Section 7.7, and (b) cause each such successor, assign and purchaser to assume in writing
the obligations ofthis Section 7.7.

(7) Zellers and HBC, on behalf of each Zellers Entity, each agree that upon the request of
any Target Entity, it shall execute, or cause the relevant Zellers Entity to execute, to the
extent permitted by Laws (with such recordation being at the sole cost of such Target
Entity), .a recordable memorandum evidencing (i) the agreements contained in this
Section 7.7 which may (at the Target Entity's oPtion and cost) be registered on title in the
applicable real estate records. and (li) all actions taken by such Zellers Entity pursuant to
this Section 7.7. .

(8) Notwithstanding anything to the Contrary in this Agreement, the obligations of each
Zellers Entity and Target Entity under this Section 7.7 shall commence on the Execution
Date and expire on that date that is 10 years after the Second Tranche Closing Date.

ARTICLES
CONDITIONS OF CLOSING
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be true and correct in all respects after giving effect to such qualification
and (D).if any such representation and warranty speaks only as of a
specific date (excluding for this purpose the reference to the Execution
Date appearing in the first sentence ofSection 5.1) it only needs to be true
and coaect as ofthat date.

The failure of the representations and warranties of Zellers contained in
Sections 5.l(g), 5.l(h) and 5.l(i) (without regard, in the case of the
representations and wmanties contained in Sections S.l(i)(iii), 5.1(i)(vii),
and 5.1 (iXvili), to any qualification to such representations and wammties
made in the Disclosure Letter) to be true and correct in all material
respects as of the relevant Closing Date shall not affect 100 or more
Leases designated at any time on' (even if later removed from) the First
Tranche Selection List or the Second Tranche Selection List in 1he
aggregate for all Closing Dates. However, (A) any such representations or
warranties relating to Subject Leases as of the First Tranche Closing Date
need only be true and correct in all material respects as they relate to the
First Tranche Subject Leases, (B) any such representations or warranties
rel.ati.ng to Subject Leases as of the Second Tranche Closing Date need
only be true and correct in all material respects as they relate to the Second·

. Tnmche Subject Leases, (C) if any such representation and warranty is
qualified by materiality, it must be true and correct in all respects after
giving effect to such qualification, and (0) ifany such representation and
warranty speaks only as of a specific date (excluding for this purpose the
reference to the Execution Date appearing in the first scntcI1ce of Section
5.1) it only needs to be true and correct as ofthat date.

('ill) . Target Canada must receive a certificate ofa senior officer ofZellers as to
tbematters in this Section 8.1(a).

(b) Performance of CoveDants. Zellers must have fulfilled, or complied with, in all
material respects, all covenants contained in this Agreement to be fulfilled or
complied with by it at or prior to the relevant Closing Date (except for any such
covenants requiring Zellers to use commercially reasonable or similar efforts),
and Target Canada must receive a certificate ofa senior officer of Zellers to that
effect.

(c) Competition Aet Approval. The Competition Act Approval must have been
obtained. .

(d) No Legal Amon. No action, proceeding, order or notice will have been made,
issued. or delivered by any Governmental Emity prohibiting a material portion of
the transaCtions contemplated by this Agreement

(e) Release of Monetary Liens. Target sba1l have received evidence reasonably
satisfactory to it of the release of any Monetary Liens on Zellers' leasehold
interest in any of the First Tranche Subject Leased Properties (as of the F'JISt
Tnmche Closing Date) or the Second Tranche Subject Leased Properties (as ofthe
Second Tranche Closing Date), except that, with respect to any Monetary Lien
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under clause (3) of the definition of Monetary Lien, Target shall have received
evidence reasonably satisfactory to it of the payment of the obligation underlying
such Monetary Lien or such underlying obligation shall be the subject of an
adjustment under Section 3.3.

SectioD 8.1 CODditiODl for the Benefit of Zellen.

•

The assignment and transfer of the Subject Leases and the payment of the applicable portion of
the Purchase Price are subject to the following conditions being satisfied on or prior to the
relevant Closing Date, which conditions are for the exclusive benefit of Zellers and may be
waived, in whole or in part, by Zellers in its sole discretion:

(a) Truth or RepreseDtations and Warranties. The ICpl'eSentations and warranties
of each of Target Canada and Target contained in this Agreement must be true
and correct in all material respects as of the relevant Closing Date with the same
foree and effect as ifsuch representations and warranties bad been made on and as
of such date. However, if a representation and warranty is qualified by
materiality, it must be true and correct in all respects after giving effect to such
qualification. Zellers must receive a certificate of a senior officer of each of
Target Canada and Target to the matters in this paragraph.

(b) Performance of CoveDBDts. Each of Target Canada and Target must have
fulfilled or complied with all covenants contained in this Agreement to be
fulfilled or complied with by it at or prior to the relevant Closing Date (except for
any such covenants requiring Target or Target Canada to usc commercially
reasonable or similar efforts), and Zellers must receive a certificate of a senior
officer ofeach ofTarget Canada and Target to that effect

(c) CompetitioD Ad ApprovaL The Competition Act Approval must have been
obtained.

(d) No Legal ActioD. No action, proceeding, order or notice will have been made,
issued or delivered by any Governmental Entity prohibiting a material portion of
the transactions contemplated by this Agreement.

(e) Tax Registration. Target Canada will be duly registered under subdivision (d) of
Division V of Part IX of the Excise Ten Act (Canada) with respect to goods and
service tax and harmonized sales tax and, where applicable, under Division I of
Chapter vm of Title I of An Act Respecting the Quebec Sales Tax, and its
registration numbers will have been provided to Zellers prior to the First Tranche
Closing Date.

ARTICLE 9
CLOSING

SediOD 9.1 Date, Time aad Place of aosing.

The completion ofthe transaction ofpurchase and sale contemplated by this Agreement will take
place at the offices of Stikem.an Elliott LLP, Suite S300, Commen:e Court West, Toronto,
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Ontario, at 10:00 a.m. (Toronto time) on each Closing Date or at such other place, on such other
date and at such other time as Zellers and Target Canada may agree to in writing.

SeetioD 9.2 ZeUen' Closing Deliveries.

On each Closing Date Zellers shall deliver or cause to be delivered to Target Canada the
following documents (other than the Brand Waiver, which shall only be delivered on the First
Tranche Closing Date), executed by Zellers or such other necessary Persons where applicable:

(a) (0 an assignment and assumption agreement with respect to each of the relevant
Subject Leases which Target Canada has not identified for assignment to a
Designee, substantially in the form attached as Section 9.2(a) of the Disclosure
Letter (the "Lease AssipmeDt and Assumptioll Agreement"), and (it) a
Designee Assignment and Assumption Agreement with respect to each of the
relevant Subject Leases which Target Canada has identified for assignment to a
Designee;

(b) the Subleases with respect to the relevant Subject Leased Properties;

(c) a eertificatc of a duly authorized officer of Zellers certifying: (i) the constating
documents and by-laws of Zellers; (il) resolutions of the directors of Zellers
authorizing this Agreement and the consnmmation of the transactions
contemplated by this Agreement; (iii) the incumbency and signatures of the
officers of Zellers executing this Agreement; and (iv) the matters set forth in
Section 8.1(a) and Section 8.1(b);

(d) a certificate of a duly authorized officer of HBC certifying: (i) the constating
documents and by-laws of HBC; (il) resolutions of the directors of HBC
authorizing this Agreement and its obligations under this Agreement; (iii) the
ineumbencyand signatures of the officers ofHBC executing this Agreement;

(e) an agreement waiving exclusivity by Zellers and HBC, on their own behalfand on
behalf of their Affiliates, with respect to brands licensed to or controlled by
Zellers and agreeing not to enforce by any means any of their current trademarks
against any trademarks used by, applied for, or registered to Target, in the form
attached as Section 9.2(e) ofthe Disclosure Letter (the "Bl"8Ild Waiver");

(f) such documentation, including declarations and certificates, as may be
customarily ~uired by any title insurer (provided Zellers and any officer thereof
shall not be required to provide any such documentation to the extent same
expands the scope of any representation or covenant furnished to Target Canada
in this Agreement or which creates personal liability to the title insurer) and shall
execute the statements required of a vendor in s. 50(22) .of the Planning Act
(Ontario) and similar legislation in other provinces (to the extent Zellers does not
have knowledge contrary10 such statements);

(g) an undertaking by Zellers to re-adjust the Final Adjus1ments in accordance with
Section 3.3;
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(h) all Books and Records of Zellers and its Affiliates in their possession or control
relating to the relevant Subject Leased Properties or the relevant Subject Leases;
provided that, subject to zellers' execution of a confidentiality agreement in a
form reasonably acceptable to Zellers and Target Canada with respect to such
Books and Records, Zellm shall have the right to retain a copy ofany Books and
Records for use in compliance with Laws or in connection with investigations or
litigation; and

(i) all other documents which Target Canada reasonably requests to give effect to the
transactions contemplated by this Agreement.

Section 9.3 Target Cauda's C10siDg DeUveries. .

On each Closing Date Target Canada shall deliver or cause to be delivered to Zellers the
following documents (other than the Brand Waiver, which shall only be delivered on the First
Tnmche Closing Date), executed by Target Canada or such other necessary Persons (other than
Zellers or Affiliate: ofZellers that is transferring Pharmacy Records hereWlder) where applicable:

(a) a'wiIe transfer in satisfaction of the First Tranche Purchase Price or the Second
Tranche Purchase Price, as applicable, in accordance with Section 3.2;

(b) (i) a Lease Assignment and Assumption Agreement with respect to each of the
relevant Subject Leases which Target CIID8da has nat identified for assignment to
a' Designee, and (ii) a Designee Assignment and Assumption Agreement, duly
executed by the applicable Designee (and not by Target Canada), with respect to
each of the relevant Subject Leases which Target Canada has identified for
assignment to a Designee;

(c) the Subleases with respect to the relevant Subject Leased Properties duly executed
by Target Canada, or ifapplicable, its Designees;

'<d) a certificate of a duly authorized officer of Target Canada certifying: (i) the
oonstating documents and by-laws of Target Canada; (ii) resolutions of the
din:ctors of Target Canada authorizing this Agreement and the consummation of
the tran~ons contemplated by Target Canada; (iii) the incumbency and
signatures of1he officers ofTarget Canada executing this Agreement; and (iv) the
matters set forth in Section 8.2(8) and Section 8.2(b);

(e) a certificate of a duly authorized officer of Target certifying: (i) the constating
documcms and by-laws of Target; (ii) resolutions of the directors of Target
authorizing this Agreement and its obligations under this Agreement; (Iii) the
incumbency and signamres of the officers of Target executing this Agreement;
and (iv) the matta's set forth in Section 8.2(a) and Section 8.2(1);

(1) an undertaking by Target Canada to re-adjust the Final Adjustments in accordance
with section 3.3;
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(8) a Goods and Services Tax, Harmonized Sales Tax and Quebec Sales Tax
Declaration and Indemnity in the fonn specified in Section 9.3(g) of the
DIsclosure Letter; and

(h) all other documents which Zellers reasonably requests to give effect to the
transactions contemplated by this Agreement.

Section 9.4 Closing Procedures.

(1) Subject to satisfaction or waiver by the relevant Party of the conditions of closing, on
each Closing Date, Zellers will deliver the instruments of conveyance described in
Section 9.2 to Target Canada and upon such delivery Target Canada will payor satisfy
the Purchase Price in accordance with Section 3.2. The assignment of a Subject Lease
will take effect at the Effective Time on the applicable Closing Date or Delivery Date.

(2) Zellers and Target Canada covenant and agree to enter into and to cause their respective
solicitors to enter into a closing arrangement as is customary for each province providing
for the delivery of closing documents, the electronic submission or physical submission
of documents for registl"atiODt as applicable, and other details relating to closing and
registration.

Section 9.S Closing Diredion and Acknowledgement

Upon the satisfaction or waiver by the relevant parties ofthe conditions to closing on the Second
Tranche Closing Date. Target Canada will countersign the fonn of direction and
acknowledgement attached hereto as Schedule A thereby acknowledging that all conditions of
closing in Section 8.1 of this Agreement have been satisfied or waived. Target Canada hereby
agrees that upon execution of the attached form of direction and acknowledgment it bas an
irrevocable mconditional obligation to wire the Second Tranche Purchase Price in its entirety on
October 3,2011 without any right ofset-off(except as contemplated by Section 11.10(3), to the
extent that Target Canada bas asserted such right of set-off on or prior to the Second Tranche
Closing Date) in accordance with the direction delivered by Zellers to Target Canada on or
before the Second Tranche Closing Date. The parties confirm that upon execution and delivery
of such direction and acknowledgement, the Second Tranche Closing shall be complete and the
value of the consideration shall have been satisfied by the promise to pay the Second Tranche
Purchase Price pursuant to this Agreement.

ARTICLE 10
TERMINATION

Section 10.1 Termination Rights.

This Agreement may. by notice in writing, be terminated on the Outside Date:

(a) by Target Canada ifany ofthe conditions in Section 8.1 have not been satisfied in
respect of the First Tranche Subject Leased Properties as ofthe Outside Date and
Target Canada bas not waived such conditions at or prior to the First Tranche
Closing Date, provided that Target Canada may not terminate this Agreement
under this Section 1O.1(a) to the extent that such conditions have not been
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satisfied as a result of the failure of Target or Target Canada to perform anyone
or more of its obligations or covenants under this Agreement to be performed at
or prior to the First Tranche Closing Date; or

by Zellers if any of the conditions in Section 8.2 have not been satisfied as in
respect of the First Tranche Subject Leased Properties as of the Outside Date and
Zeners has not waived such condition at or prior to the First Tranche Closing
Date, provided that Zellers may not terminate this Agreement under this Section
IO.1(b) to the extent that such conditions have not been satisfied as a result of a
failure of Zellers or HBC to perform any one or more of its obligations or
covenants under this Agreement to be performed at or prior to the First Tranche
Closing Date.

•

Section 10.2 Effect ofTerminatioD.

If a Party waives compliance with any of the conditions, obligations or covenants contained in
this Agreement, the waiver will be without prejudice to any of its rights in the event of non
fulfilment, non--observance or non-performance ofany other representation, warranty, condition,
obligation or covenant in whole or in part or to its rights to recover Damages for any
incorrectness in or breach of any representation, warranty, condition, obligation or covenant in
whole or in part.

ARTICLE 11
INDEMNIFICATION

Section 11.1 Liability for RepreseatatioDs and Warranties.

The representations and warranties contained in this Agreement and the certificates delivered
pursuant to Section 8.1(a) and Section 8.2(a) continue in full force and effect for a period ofone
year after the relevant Closing Date, except that:

(a) the representations and warranties set out in Section S.l(a), Section S.l(b),
Section S.I(e}, Section 5.1(f), Section 6.1(a). Section 6.1(b), and Section 6.1(e)
and the corresponding representations and warranties set out in the certificates
delivered pursuant to Section 8.1(a) and Section 8.2(a) survive and continue in
full force and effect without limitation oftime;

(b) the representations and warranties set out in Section 5.1(k) (and.the corresponding
representations and wmantics set out in the certificates to be delivered pursuant
to Section 8.1(a», will survive and continue in full force and effect until 6 months
after the expiration of the period during which any tax assessment may be issued
by a Governmental Entity in respect of any taxation year to which such
representations and warranties extend. Such period will be determined without
regard to any consent, waiver, agreement or other document, made or filed after
the Closing Date that extends the period during which a Governmental Entity may
issue a tax assessment. A tax assessment includes any assessment, reassessment
or other form ofrecognized document assessing liability for Taxes under LaWS;
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(e) the representations and warranties set out in Section S.1(h) and Section S.l(i) (and
the corresponding representations and warranties set out in the certificates to be
delivered pursuant to Section 8.l(a) as they relate to a Subject Lease will survive
and continue in full force and effect until the date that is one year after the
relevant Vacancy Date for such Subject Lease; and

(d) there is no limitation as to time for claims against a Party based on fraudulent
misrepresentation by that Party.

Section 11.2 IndeDmmcation .ill Favour of Target and Target Cauda.

Subject to Section 11.5, Zellers will indemnify and save Target and Target Canada and their
respective directors, officers, employees, agents and shareholders harmless from and against, and
will pay for, all Damages suffered by, imposed upon or asserted against any of them as a result
of, in respect ot: connected with, or arising out ot: under, or pursuant to:

(a) any failure ofany representation or warranty in Article S to be true and correct as
of the Execution Date or to be true and correct in all material respects as of the
relevant Closing Date: (or, with respect to any such representation or warranty that
speaks only as of a specific date (excluding for this purpose the reference to the
Execution Date appearing in the first sentence of Section 5.1), any failure ofsuch
representation or warranty to be true and correct as of such date), in each case for
which a notice of claim under Section 11.6 has been provided to Zellers within
the applicable time period specified in Section 11.1;

(b) any failure of Zellers to perform or fulfil any ofits covenants or obligations under
this Agreement;

(c) the use or occupancy ofany Subject Leased Property on or prior to the applicable
Closing Date;

. (d) the ownership, management or control ofthe operations conducted on any Subject
Leased Property on or prior to the relevant Closing Date by Zeners (or any of its:
Affiliates, subtenants or licensees) where such ownership, management or control
results in the release ofcontaminants for which Target or Target Canada is found
liable by a Governmental Entity; and .

(e) any Excluded Liabilities.

Semon 11.3 IDdemnificatioD iD Favour orZellen.

Subjeet to Section 11.5. Target Canada will indemnify and save Zeners and its directo~ officers,
employees, agents and shareholders Iwmless from and against, and win pay for, all Damages
suffered by, imposed upon or asserted against any of them as a result o~ in respect o~ connected
with, or arising out o( under, or pursuant to:

(a) any failure ofany representation or warranty in Article 6 to be true and correct as
of the Execution Date or to be true and correct in all material respects as of the
relevant Closing Date (or, with respect to any such representation or warranty that



•
(b)

-49-

speaks only as of a specific date (excluding for this purpose the reference to the
.Execution Date appearing in the first sentence of Section 6.1), any failure ofsuch
representation or warranty to be true and correct as ofsuch date), in each case for
which a notice ofclaim Under Section 11.6 baS been provided to Target Canada
within the applicable time period specified in Section 11.1; .

any failure of Target Canada to perform or fulfil any of its covenants or
obligations under this Agreement;

In respect of the transactions contemplated by this Agreement, Target Canada and the applicable
Designee or Designees shall not require Zellers to comply, or to assist Target Canada or the
applicable Designee or Designees to comply, with the requirements of (8) the Bulk Sales Act
(Ontario), ifapplicable, or (b) section 6 ofthe Retail Sales Tax A.ct (Ontario) or any equivalent or
corresponding provisions under any other applicable legislation. Notwithstaoding the foregoing,
Zellers shall indemnify and save harmless Target, Target Canada and the applicable Designee or
Designees and their respective directors, officers, employees, agents and shareholders, on an
after-Tax basis, from and against, and will pay for. all Damages suffcted by. imposed upon or
asserted against any of them as 8 result 0' in respect of, connected with, or arising out of, under
or pursuant to such non-oompliance.

the Assumed Liabilities;

(e)

(c)

(d) the use or occupancy of any Subject Leased Property after the applicable Closing
Date, subject to the obligations ofZellers under the applicable Sublease; and

the ownership, management or control of the operations conducted on any of the
Subject Leased Properties after the relevant Closing Date by Target Canada (or
any of its Affiliates, subtenants or licensees) where such ownership, management
or control results in the release of contaminants for which Zellers is found liable
by a Governmental Entity, subject to the obligations of Zellers under the
applicable Sublease.

Section 11.4 Bulk Sales and RetaU Sales Tn Waiver.

•

SediOD U.5 Limitations.

(1) A Party has DO obligation or liability for indemnification or otherwise with respect to any
representation or warranty made by such Party in this Agreement. or the certificates
delivered pursuant to Section 8.1(8) and Section 8.2(a), after the end of the applicable
time period specified in Section 11.1, except for claims relating to the representations and
warranties that the Party has been notified of prior to the end of the applicable time
period. .

(2) A Party has no liability for, or obligation with respect to, any punitive or aggravated
damages, except to the extent awarded to a third party in a Third party Claim.
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(3) A Party has no obligation to make any payment for Damages for indemnification or
otherwise with respect to the matters described in Section 11.2 or Section 11.3, as
~li~w: .

(a) 'until the total of all Damages with respect to such matters exceeds $18 million,
after which such Party shall be liable to make payment for all such Damages
including such $18 million; and

(b) to the extent such Damages exceed a maximum of$450 million;

provided that the forgoing limitations shall not apply to Damages with resPect to any
breach of covenant, Excluded Liabilities. Asswned Liabilities or any of the matters
refmed to in Section 11.1(a), Section 11.1(b), Section 11.l(d)t Section 11.2(c), Section
1l.2(d), Section 1I.3(d) or Section 11.3(e).

(4) A Party has no obligation to make any payment for Damages for indemnification or
otherwise to the extent such Damages exceed a maximwn ofSI,825,000,000.

Section 11.6 Notification.

(1) If a Third Party Claim is instituted or asserted against an Indemnified Party, the
Indemnified Party will promptly notify the Indemnifying Party in writing of the Third
Party Claim. The notice must specify in reasonable detail, the identity of the Person
making the Third party Claim an~ to the extent known, the nature of the Damages and
the estimated amount needed to investigate, defend, remedy or address the Third Party
Claim.

(2) If an Indemnified party becomes aware of a Direct Claim, the Indemnified Party will
promptly notify the Indemnifying Party in writing ofthe Direct Claim.

(3) Notice to an Indemnifying Party under this Section 11.6 of a Direct Claim or a Third
Party Claim is a.ssertion of a claim for indemnification against the Indemnifying Party
under this Agreement. Upon receipt of such notice, the provisions of Section 11!J will
apply to any Third Party Claim and the provisions of Section 11.8 'will apply to any
Direct Claim.

Seetion 11.7 Limitation Periods.

Notwithstanding the provisions of the Limitations A.ct, 2002 (Ontario) or any other statute. a '
procwxJiDg in respect of a claim. for indemnification or otherwise arising from any breach or
inaccumcy of any representation or warranty in this Agreement may be commenced in
accordance with this Agreement Any applicable limitation period is extended or varied to the
full extent permitted by law to give effect to this Section 11.7.

Seetion 11.8 Proceclure for Direct Claims.

(t) Following receipt of notice of a Direct Claim, the Indemnifying Party has 60 days to
investigate the Direct Claim and respond iIi writing. For purposes of the investigation,
the Indemnified Party shall make available to the Indemnifying Party the information
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relied upon by the Indemnified Party to substantiate the Direct Claim, together with such
other information as the Indemnifying Party may reasonably request.

If the Indemnifying Party disputes the validity or amount of the Direct Claim, the
Indemnifying Party sball provide written notice of the dispute to the Indemnified Party
within the 60-day period specified in Section 11.8(1). The dispute notice must describe in
reasonable detail the nature of the Indemnifying Party's dispute. During the 30-day
period immediately fonowing receipt of a dispute notice by the In~ed Party, the
Indemnifying Party and the Indemnified party shall attempt in good faith to resolve the
dispute. If the Indemnifying Party and the Indemnified Party fail to resolve the dispute
within that 30-day time period, the Indemnified Party is free to pursue all rights and .
remedies available to it, subject to this Agreement. If the Indemnifying Party fails to
respond in writing to the Direct Claim. within the 6O-day period specified in Section
11.8(1), the Indemnifying Party is deemed to have rejected the Direct Claim, in which
event the Indemnified Party is free to pursue all rights and remedies available to it,
subject to this Agreement.

Semon 11.9 Procedure for Third Party Claims.

(l) Upon receiving notice of a Third party Claim, the Indemnifying Party may participate in
the investigation and defence of the Third Party Claim and may also elect to assume the
investigation and defence ofthe Third party Claim.

(2) In order to assume the investigation and defence of a Third Party Claim" the
Indemnifying Party must give the Indemnified Party written notice of its election within
30 days of Indemnifying Party's receipt of notice of the Third Party Claim and
acknowledge that the Third Party Claim is within the scope of its obligation to indemnify
the Indemnified Party in accordance with and subject to the terms ofthis Article 11.

(3) Ifthe Indemnifying Party assumes the investigation and defence ofa Third party Claim:

(a) the Indemnifying Party will pay for alI costs and expenses ofthe investigation and
defence of the Third Party Claim except that the Indemnifying·Party will not, so
long as it diligently conducts such defence, be liable to the Indemnified -Party for
any fees of other counselor any other expenses with respect to the defence of the
Third Party Claim, incurred by the Indemnified Party after the date the
Indemnifying Party validly exercised its right to assume the investigation and
defcm;e of the Third Party Claim; provided, however, that if the defendants
named in the Third Party Claim include both the Indemnified party and the
Indemnifying Party, and the Indemnified Party shall have reasonably concluded
that there are legal defences or rights available to it that are in actual or potential
conflict with those available to the Indemnifying Party, then the Indemnified
Party shall have the right to select one law firm to act, at the Indemnifying Party's
expense, as separate counsel on behalfofthe Indemnified Party; and

(b) the Indemnifying Party will reimburse the Indemnified Party for all costs and
expenses incurred by the Indemnified Party in connection with the investigation
and defence of the Third Party Claim prior to the date the Indemnifying Party
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validly exercised its right to assume the investigation and defence of the Third
Party Claim.

If the Indemnified Party undertakes the defence of the Third Party Claim, the
Indemnifying Party will not be bound by any compromise or settlement of the Third
Party Claim effected without the consent oftbe Indemnifying Party (which consent may
not be unreasonably withheld or delayed).

The Indemnifying Party will not be permitted to compromise and settle or to cause a
compromise and settlement .of a Third Party Claim without the prior written consent of
the Indemnified Party, which consent may not be unreasonably withheld or delayed,
unless:

•

(a) the terms of the compromise and settlement require only the payment of money
for which the Indemnified Party is entitled to full indemnification under this
Agreement; and

(b) the Indemnified Party is not required to admit any wrongdoing, take or refrain
from taking any adion, acknowledge any rights of the Person making the Third
Party Claim or waive any rights that the Indemnified Party may have against the
Person making the Third Party Claim.

(6) The Indemnified Party and the Indemnifying Party agree to keep the other fully informed
ofthe status of any"Third Party Claim and any related proceedings. If the Indemnifying
Party assumes the investigation and defence of a Third Party Claim, the Indemnified
Party will, at the request and expense of the Indemnifying Party, use its reasonable efforts
to make available to the Indemnifying Party, on a timely basis, those employees whose
assistance, testimony or presence is necessary to assist the Indemnifying Party in
investigating and defending the Third Party Claim. The IndeinDified Party shall, at the
request and expense ofthe Indemnifying Party, make available to the Indemnifying Party,
or its representatives, on a timely basis all documents. IeCOrds and other materials in the
possession, control or power of. the Indemnified Party, reasonably required by the
Indemnifying Party for its use solely in defending any Third party Claim which it has
elected to assume the investigation and defence ot: The Indemnified Party shall
cooperate on a timely basis with the Indemnifying Party in the defence ofany Third Party
Claim.

Section 11.10 Remedies.

(I)

(2)

(3)

Except as provided in this Section 11.10. the indemnities provided in this Agreement
constitute the only remedy ofa Party against another Party in the event of any breach ofa
representation, wammty, covenant or agreement of such Party contained in this
Agreement.

The Pames may exercise their rights of termination in Section 10.1 and their rights of
indemnity in Section 13.3.

Target and Target Canada may set off against any amounts payable by either or both of
them to Zellers or HBC under this Agreement, any amounts owing to either or both of
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them by Zellers, HBC or any of their AffiJjates under this Agreement or any Ancillary
Agreement, including any amounts so owing under any indemnification obligations, up to
a maximum aggregate amount to be so set offof$90 million.

The Parties acknowledge that the failure to comply with a covenant or obligation
contained in this Agreement may give rise to irreparable injury to a party inadequately
compensable in damages. Accordingly. a Party may seek to enforce the performance of
this Agreement by injunction or specific performance upon application to a court of
competent jurisdiction without proof of actual damage (and without requirement of
posting a bond or other security).

Each of the Parties expressly waives and renounces any other remedies whatsoever,
whether at law or in equity, which it would otherwise be entitled to as against any other
Party.

•

Seetion 11.11 One Recovery.

An Indemnified Party is not entitled to double recovery for any claims even though they may
have resulted from the breac~ inaccuracy or failure to perform of more than one of the
representations, wmanties, covenants and obligations of the Indemnifying Party in this
Agreement.

Section 11.11 Dllty to Mitigate•

Nothing in this Agreement in any way restricts or limits the general obligation at Law of an
Indemnified party to mitigate any loss which it may suffer or incur by reason of the breach.
inaccuracy or failure to perform of any representation, warranty, covenant or obligation of the
Indemnifying Party under this Agreement If any claim can be reduced by any recovery,
settlement or otherwise under or pursuant to any insurance coverage, or pursuant to any claim,
recovery, settlement or payment by or agaiost any other Person, the Indemnified Party sbaJl take
all appropriate steps to enforce such recovery, settlement or payment and the amount of any
Damages of the Indemnified Party win be reduced by the amount of insurance proceeds actually
recovered by the Indemnified Party, net of any out-of-pocket costs incurred in obtaining such
recovery and net of the present "aloe of any increase in insurance premiums reasonably
attributable to such recovery.

Seetion 11.13 Adjustment to Purebase Prll:e.

Any payment made by Zellers or HBC to Target Canada under this Article 11 shall be deemed to
be a dollar·for-dollar decrease in the Purchase Price. A payment made by Target Canada or
Target under this Article 11 shall be deemed to be a dollar-for-dollar incIe8Se in the Purchase
Price.
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ARTICLEt:z
OTHER COVENANTS

Section 12.1 Guarantee by BBC.

(1) HBC hereby unconditionally, absolutely, continuingly and irrevocably guarantees to
Target Canada and the Indemnified Parties listed in Section 11.2 the timely payment, if
anYt and performance by Zellers (and its permitted assignees) of its obligations and
liabilities arising under or pursuant to this Agreement and the Ancillary Agreements
whether direct or indirect, absolute or contingent, DOW or hereafter existing, or due or to
become due (col1edively; the '"Zellers Liabilities").

(2) Target Canada· shall not be required to prosecute collection or seek to enforce or resort to
any remedies against Zellers or any other Person liable to Target Canada or any such
Indemnified Parties on account of Zellers Liabilities or any guaranty thereof. HBC's
liabilities shall in no way.be impairedt affected, reduced or released by reason of (i) the
failure or delay by Target Canada or any of such Indemnified Parties to do or take any of
the actions or things described in this Agreement, (ii) the voluntary or involuntary
liquidation, dissolution, sale or other disposition of all or substantially all the assets of
Zellers (or its permitted assignees) or the marsb.a.l1ing of assets and liabilities,
Ieceivmhip, insolvency, banlauptcy, assignment for the benefit of creditors,
reorganimtion, arrangement, composition with creditors or readjustment of, or other
~ proceedings or any other inability to pay or perform affecting, Zellers (or its
permitted assignees) or any of its respective assets, or (iii) any allegation concerning, or
contest of the legality or validity of, the indemnification obligations under this
Agreement.

(3) HBC hereby expressly waives the right to interpose all substantive and procedural
defences of the law of guaranty, indemnification and suretyship. except the defences of
prior payment or prior performance.

(4) Without limiting the generality of Section 12.1(1), Section 12.1(2) or Section 12.1(3), the
liability of HBC under this Section 12.1 shall not be deemed to have been waived,
released, discharged, impaired or affected by (a) the granting of any indulgence or
extension of time to Zellers as subtenant under any Sublease, (b) the assignment of any
Sublease, or the subletting of the premiSes under any Sublease by Zellers as subtenant
under any.Sublease, with or without Target Canada·s consent, (c) the expiration of the
term ofany Sublease, (d) ifZellers, as subtenant under any Sublease, holds over beyond
the term ofthe Subl~ (c) the rejection, disaffirmance or disclaimer ofany Sublease by
any party in any action or proceeding, (f) any defect or invalidity of any Sublease, or (g)
any amendment. supplement or replacement ofany Sublease. The liability of HBC sbal1
not be affected by any repossession, re-entry or re-Ietting ofany Subject Leased Property
by Target Canada as sublandlord under any Sublease.

(5) In addition to the guarantee specified in Section 12.1(1), HBC shalI indemnify and save
Target Canada and the Indemnified Parties listed in Section 11.2 harmless from and
against all Damages it or they may suffer as a result or consequence ofany inability by
Target Canada or such Indemnified Parties to recover the ultimate balance due or



•

•

-ss-

remaining due or remaining unpaid to Target Canada and such Indemnified Parties in
respect ofZeUm Liabilities.

Semon 11.2 Target Guarantee.

(1) Target hereby unconditionally, absolutely, continuingly and irrevocably guarantees to
Zellers, HBC, and the Indeamified Parties listed in Section 11.3 the timely payment, if
any, and performance by Target Canada (and its permitted assignees, including any
Designee pursUant to Section 2.7, but excluding each Investment Grade Designee who
enters into a Designee Assignment and Assumption Agreement or other assumption
document pursuant to Section 2.7 (the "Assigneesj), of its obligations and liabilities
arising under or-pursuant to this Agreement and the Ancillary Agreements, whether direct
or indirect, absolute or contingent, now or hereafter existing, or due or-to become due

_ (collectively, the "Target Canada Liabilities").

(2) Zellers shall not be required to prosecute collection or seek to enforce or resort to any
remedies against Target Canada, any Assignee or any other Person liable to Zellers or
any such Indemnified Parties on account of Target Canada Liabilities or any guaranty
thereof. Target's liabilities sbaU in no way be impaired, affected, reduced or released by
reason of (i) the tailurc or delay by Zellers or any of such Indemnified Parties to do or
take any of the actions or things described in this Agreement, (li) the voluntary or
involuntary liquidation, dissolution, sale or other disposition of all or substantially all the
assets of Target canada (or Assignees') or the mushalling of assets and liabilities,
receivership, insolvency, bankruptcy, assignment for the benefit of creditors,
reorganization, anangement, composition with creditors or readjustment of, or other
similar proceedings or any other inability to payor perform atfecti.ng. Target Canada (or
its Assignees) or any of its respective ass~ or (iii) any allegation conceming, or contest
o~the legality or validity ot the indemnification obligations under this Agreement.

(3) Target hereby expressly waives the right to interpose all substantive and procedural
defences of the law of guaranty, indemnification and suretyship, except the defences of
prior payment or prior performance.

(4) In addition to the guarantee specified in Section 12.2(1), Target sball indemnify and save
Zellers, HBC and the Indemnified Parties listed in Section 11.3 harmless from and
against all Damages it or they may suffer as a result or consequence of any inability by
Zellers, HBC or such Indemnified Parties to recover the ultimate balance due or
remaining due or remaining unpaid to Zellers, HBC and such Indemnified Parties in
respect of Target Canada Liabilities.

SectiOD 12.3 Furtller AssurallCes.

From time to time before and after the relevant Closing Date, each Party will, at the request of
any other Party, execute and deliver such additional conveyances, transfers, documents,
instruments and other assurances as may be reasonably required to effectively consummate the
transactions contemplated by this Agreement and carry out the intent ofthis Agreement.
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ARTICLE 13
MISCELLANEOUS

Section 13.1 Notiees.

Any notice, direction or other communication given regarding the matters contemplated by this
Agreement or any Ancillary Agreement (each a "Notice") must be in writing, sent by personal
delivery, courier or facsimile (but not by electronic mail) and addressed:

(a) to Zellers and HBe at:

401Bay Street
Suite 500
Toronto, Ontario MSH 2Y4

with a copy (which shall not COIlS1itute notice) to:

Hudson's Bay Trading Company, LP
3 Manhattanville Road, 2nd floor
Purchase, New York 10577•

Attention:
Telephone:
Facsimile:

Attention:
Telephone:
Facsimile:

General Manager, Legal Services
(416) 861-6932
(416) 861-4200

Vice President and Secretary
(914) 272·8067
(914) 272-8088

with a copy (which shall not constitute notice) to:

Stikcman Elliott LLP
5300 Commerce Court West
199 Bay Street
ToroDOO,Ottmrio~LIB9

Attention:
Telephone:
Facsimil,e:

Ian Putnam
(416) 869-5506
(416) 947-0866

(b) to Target Canada and Target at:

Target Corporation
1000 Nicollet MaI:l, TPS-2610
Minneapolis, MN 55403

Attention: Tunothy R. Baer, Executive Vi~President, General Counsel,
Sean D. Kelly, Senior Group Counsel, and
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Alexander G. Tselos, Senior Counsel, Real Estate
Telephone: (612) 696-6908
Facsimile: (612) 696-6909

with a copy (which shall not constitute notice) to:

Osler, Hoskin & Harcourt LLP
Box 50, Suite 6100
1 First Canadian Place
Toronto, Ontario M5X IB8

Attention:
Telephone:
Facsimile:

Terry Burgoyne and Heather McKean
(416) 362-2111
(416) 862-6666

•

with a further copy (which shall not constitute noticc) to:

Faegn:: & Benson LLP
2200 Wells Fargo Center
90 South Seventh Street
Minneapolis, Minnesota 55402

Attention: Michael A. Stanchfield imd John R. Wheaton
Telephone: (612) 766-7000
Facsimile: (612) 766-1600

A Notice is deemed to be given and received (i) if sent by personal delivery or same-day courier,
on the date ofdelivery if it is a Business Day and the delivery was made prior to 4:00 p.m. (local
time in place ofreceipt) and otherwise on the next Business Day, (ii) ifsent by ovemight courier,
on the next Business Day, or (iii) ifsent by facsimile, on the Business Day following the date of
confirmation of transmission by the originating facsimile. A Party may change its address for
service from time to time by providing a Notice in accordance with the foregoing. Any
subsequent Notice must be sent to the Party at its changed address. Any clement of a Party's
address that is not specifically changed in a Notice will be assumed not to be cbsnged.

Sedioa 13.2 Time of the Essence.

Time is of the essence in this Agreement.

SediOD 13.3 Broken.

ZeUers shall indemnify and save hmnless Target Canada and Target from and against any and
all Damages and Third Party Claims whatsoever for any fee, commission or other remuneration
payable or alleged to be payable to any broker, agent or other intennediary who purports to act or
have acted for Zellers or any of its Affiliates. Target Canada shall indemnify and save harmless
Zellers and HBC from and against any and all Damages and Third party Claims whatsoever for
any fee, commission or other remWleration payable or alleged to be payable to 80y broker, agent
or other intermediary who purports to act or have acted for Target Canada or any of its Affiliates.
These indemnities are not subject to any ofth.e limitations set out in Article 11.
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SectiOD 13.4 ADnouDcemeDu.

No press release, public statement or announcement or other public disclosure with respect to
this Agreement or the transactions contemplated in this Agreement may be made except with the
prior written consent and approval of Target, or except if required by Law or a Governmental
Entity. Where the public disclosW'C is required by Law or a Governmental Entity, the Party
required to make the public disclosure (ifnot Target) will use. its commercially reasonable efforts
to obtain the approval ofTarget as to the fonn, nature and extent of the disclosure. The initial
announcements of the transactions contemplated by this Agreement will be made in the form of
attached as Section 13.4 ofthe Disclosure Letter.

SectiOD 13.5 Third Party BeDef"lCiaries.

Except as provided in Section 1.1, Zellers, HBC, Target and Target Canada intend that this
Agreement will not benefit or create any right or cause ofaction directly in favour ofany Person"
other than the Parties; provided however, that the foregoing shall not limit or prohibit (i) Target
or Target Canada .from pursuing any and all claims, damages, remedies and rights provided
hereunder on behalf of itself or for the benefit of any Designee or other assignee of Target
Canada or (Ii) any Designee from directly pursuing any rights under any Ancillary Agreements
to which such Designee is a party. Except for the Indemnified Parties, no Penon, other than the
Parties, shall be entitled to directly rely on the provisions of this Agreement in any action, suit,
proceeding, hearing or other forum.. To the extent n:quired by law to give full effect to these
direct rights, Target Canada agrees and acknowledges that it is acting as agent and/or as trustee
of its Indemnified Parties. The Parties reserve their right, subject to Imanimous agreement
among the Parties, to vary or rescind the rights, granted by or under this Agreement to any
Person who is not a Party, at any time and in any way whatsoever, without notice to or consent
ofthat Person, including any Indemnified Party.

Section 13.6 Expemes.

Except as otherwise expressly provided in this Agreement, each party will pay for its own costs
and expenses incurred in connection with this Agreement and the transactions contemplated by
this Agreement. The fees and expenses referred to in this Section arc those which are incurred in
connection with the negotiation, preparation, execution and performance of this Agreement and
the Ancillary Agreements, and the transactions contemplated by this Agreement and the
AncillaryAgreem~ including the fees and expenses oflegal counsel; investment advisers and
accountants.

SeetiOD 13.7 Amendments.

This Agreement may only be amended, supplemented or otherwise modified by written
agreement signed by Zellers and Target.

SeetiOD 13.8 Waiver.

No waiver of any of the provisions of this Agreement will constitute a waiver of any other
provision (whether or not similar). No waiver will be binding unless executed in writing by the
Party to be bound by the waiver. A Party's failure or delay in exercising any right under this
Agreement will not operate as a waiver oftbat right. A single or partial exercise ofany right will
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not preclude a Party from any other or further exercise of that right or the exerciSe of any othel'
right. .

SectioD 13.9 Non--Merger.

Except as otherwise expressly provided in this Agreement, the qovenants. representations~
warranties shall not merge on and shall survive each ofthe relevant Closing Dates.

SeetioD 13.10 Subdivision Laws.

This ~ement shall only be effective to create an interest in the Subject. Leased Properties if
the subdivision control provisions of the Planning Act (Ontario) and similar Laws governing the
subdivision or severance of real property in other provinces are complied with on or before, the .
relevant Closing Date in respect ofsuch Subject Leased Properties. If~ at any time an~1: ..
from time to time, Zellers shall forthwith apply for and use reasonable commercial effOrts ·to·
obtain all necessary consents Wider such Laws as required in order tq carry out~ transactions ..
contemplated by this Agreement in respect of the Subject Leased properties including. without
liDUmtio~ ,

(i) any necessary consents that were or are required in respect of any Subject LeaSe .
and any transfer occurring prior to the Execution Date; and

(Ii) any necessary consents that were or are required to allow Target Cmadato obtain,
the benefit of the full term (including renewal rights) in excess of any reduced
term that is deemed to be incorporated in the Subj~ Lease in the event a required·
consent was not obtained;

on or before the relevant Closing, and comply with any and all conditions imposed in respect of
such consent, at its sole cost and expense. Nothing in this Section 13.10, including non-·
compliance with the Planning Act (Ontario) and similar Laws governing subdivision. cor'
severanCe ofreal property in other provinces, will in any way affect Targe.t Canada's obligati6h
to complete the transactions contemplated by this. Agreement, including pa~g' the .'~.' .,:.. .
Purobasc Price as contemplated by Section 3.1 without 'deductiOn or abatement of any kind;
provided, however, that ifsuch a consent will not reasonably be obtained by the relevant Closing
Date, Target or Target Canada may take such interest, subject to such consent being obtained. by
Target or Target Canada at its expense following the relevant Closing Date oJ; select anat:liel· ..
Subject Lease by notice given to ZellerS. '

Sedioo 13.11 Entire AgreemeDt.

This Agreement,· together with Ancillary Agreements, constitutes the entire agieement between .
the Parties with respect to the transactions contemplated by thiS Agreement and supersedes aU
prior agreements, understandings, negotiations and discussions, whether oral or written, of the
PartieS. .There are no representations, warranties. covenants, conditions or other agreements~ .
express or .implied. collateral. statutory. or otherwise, between the Parties in connection with ~e
subject matter of this Agreement, except as specifically set forth in this Agreement or the .
Ancillary Agreements. The Parties have not relied and are not relying on any other infoimati~
discussion or W1derstanding in entering into and completing the transaclions ·contemplated·by
~~l' . .
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Semon 13.12 SlIeeeslon Ind Assigns.

(1) This Agreement becomes effective only when executed by Zellers, HBC and Target
After that time, it is binding on and enures to the benefit of Zellers, HBC and Target, and
Target Canada upon compliance with Section 1.12, and their respective successors and
permitted assigns.

(2) Other than as contemplated in Section 13.12 and Section 2.7, neither this Agreement nor
any of the rights or obligatiOns under this Agreement are assignabie or transferable by
any Party without the prior Written consent ofthe other Parties.

Section 13.13 Severability.

If, in any jurisdiction, any proviSion of this Agreement. or its application to any Party or
circumstance is restricted, prohibited or unenforceable, such provision sball, as to such
jurisdiction, be ineffective only to the extent of such restriction, prohibition or unenforceability
without invalidating the remaining provisions of this Agreement and without affecting the
validity or enforceability of such provision in any other jurisdiction or without affecting its
application to other Parties or circumstances.

Section 13.14 Governing Law.

(1) This Agn:ement is governed by and i,nterpreted and enforced in accordance with the laws
. ofthe Province ofOntario and the federal laws ofCanada applicable therein.

(2) Each Party irrevocably attoms and submits to the exclusive jurisdiction of the Ontario
courts situated in the City of Toronto and waives objection to the venue of any
proceeding in such court or that such court provides an inconvenient forum. .

Seetlon 13.15 COUllterparts.

This Agreement may be executed in any number of counterparts (including counterparts by
facsimile) and all such counterparts taken together sball be deemed to conStitute one and the
same instrument

Seetion 13.16 Effect ofAmendment and Restatement.

This Agreement sets out the Original Transaction Agreement as amended and restated by the
parties and supersedes the Original Tran.saction Agreement and the Amending Agreement from
the date. hereof The Original Transaction Agreement has been restated as pro~ded herein solely
for the purposes of reflecting the amendments thereto, and all references to the Original
Transaction Agreement in any other document sball be deemed to be referenced to this
Agreement without further amendment thereto.

{RemailUkr olpage intentiollally lqt bllmk. Slptltll1'epageloIlows.j



• IN WITNESS WHEREOF the Parties have executed this Amended and Restated Transaction
Agreement.

ZELLERS INC.

By:

By:

Dated:

Authorized Signing Officer

j)/ r-<:
AuthJiZedSigning Officer

HUDSON'S BAY COMPANY

•
By:

By:

Dated:

Authorized Signing Officer

p.L ?-(

•

TARGET CORPORATION

By:

Authorized Signing Officer

Dated:

TARGET CANADA CO.

By:

Authorized Signing Officer

Dated:



•

•

IN WITNESS WHEREOF the Parties have executed this Amended and Restated Transaction
Agreement

ZELLERS INC.

By:

Authorized Signing Officer

By:

Authorized Signing Officer

Dated: -----------
HUDSON'S BAY COMPANY

. By:

Authorized Signing Officer

By:

Authorized Signing Officer

Dated:

TARGET CORPORATION

Br-~qbAUriZed SIgning Officer

Dated:

TARGET CANADA CO.

By: ~-AbQ.
Authorized Signing Officer

Dated:
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SclleduleA
FORM OF SECOND TRANCHE PURCHASE PRICE DIRECTION AND

ACKNOWLEDGMENT
**_.**

DIRECTION AND ACKNOWLEDGMENT

TO: Target Canada eo:

Reference is made to an amended and restated transaction agreement dated September-' 2011
entered into by Zellers Inc., Hudson's Bay Company. Target Corporation and Target Canada Co., (the:
"TraasaetiOD AgreemeDf'). All capitalized terms not defined herein have the meaning ascribed 10 them
in the Traosaction Agreement

Pursuant to Section 3.2(2)(b) oCtile Transaction Agreement, Zellers Inc. hereby inevocably and
unconditionally directs that the Second Tranclle Purchase Price be paid in aceordance with Schedule A to
tbis direction on October 3.2011, and this shall be your good, sufficient and irrevocable authority for
doing so. '

DATED this _ day ofSeptember. 2011.

ZELLERS INC•
By:

Authorized Signing Officer '

On this _ day of September, 2011 Target Canada hlftby aoknowledges that all conditions to
closing in Section ,8.1 of the Transaction Agreement have been waived or satisfied and Target Canada
hereby bas an il:revocable and unconditional obligation to wire the SeCond Tranche P1.1rcbase Price in its

, entirety on October 3, 2011 wi1hout any right of set-off in accordance with tbcdetails set forth in
Schedule A to this direction.

TARGET CANADA CO.

By: -------------
Authorized Signing Officer

,'"'--------------
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SCBEDULEA
wnu; DETAILS

[TO BE INSERTED)
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ZELL~RS INC., 

HUDSON'S BAY COMPANY, 

TARGET CORPORATION, 

and 

TARGET CANADA CO, 

• 	 FIRST AMENDING AGREEMENT 
TO TRANSACTION AGREEMENT 

DATED JANUARY 12, 2011 

February 17, 2011 

s~sssa~ .•t 



• 
FIRST AMENDING AGREEMENT 

First Amending Agreement dated February 17, 2011 between Zellers Inc. ("Zellers"), 
Hudson's Bay Company ("HBC"), Target Corporation ("Target"), acid Target Canada Co. 

RECITr1I.S: 

A. The Parties entered into a transaction agreement dated January 12, 2011 (the 
`~'I'runsaction Agreement"). 

B. The Parties wish to amend the Transaction Agreement as provided in this amending 
agreement (the "First Amending Agreement"). 

In consideration of the above and the mutual agreements contained in this First 
Amending Agreement (the receipt and adequacy of which are acknowledged), the parties 
agree as follows: 

Section 1 	Defined Terms. 

Capitalized terms used in this First Amending Agreement that are not defined in it 
have the meanings given to them in the Transaction Agreement. 

Section 2 	Amendment to Article 3 "Purchase Price" of the Transaction Agreement. 

• 

	

	 Sectia~ 3.l "Purchase Price" of the Transaction Agreement is amended as of the date 
of this First Amending Agreement, as follows: 

(a) 	Section 3.l(1)(a) of the Transaction Agreement is deleted and replaced by the 
following: 

"the consideration payAble by Target Canada to Zellers for the 
First Tranche Subject Leases on the First Tranche Closing Date 
is $400,000,000 US dollars and $516,500,000 Canadian dollars 
(the "First Tranche Purchase Price"), subject to adjustment 
in accordance with Section 3.3; Ind". 

Section 3 	12eferenee to and Effect on the Tr~nsactiou Agreement 

O~i and after the date of this First Amending Agreement, any reference to "this 
Agreement" in the Transaction Agreement and any reference to the Transaction Agreement 
in auy other agreements will mean the Transaction Agreement as amended by this First 
Amending Agreement. Except as specifically amended by this First Ame~iding Agreement, 
tl~e provisions of the Transaction Agreement remain in frill force and effect. 

Section 4 	Entire Agreement. 

This First Amending Agreement constitutes the entire agreement between the parties 
~~~ith respect to the amendments contemplated iii this First Amending Agreement and e~ccept 
to the extent restated in this First Amending Agreement supersedes all prior agreements, 

• 	understandings, negotiations end discussions, whether oral or written, of the Parties, the 

i7at637 v~ 



• 
purpose of which were to amend the Transaction Agreement. The Pailies have not relied and 
are not relying on any other information, discussion or understanding in implementing the 
amendments contemplated by this First Amending Agreement. 

	

Section 5 	Successors and Assigns. 

This First Amending Agreement becomes effective when executed by ail of the 
parties. After that time, it is binding upon and enures to the benefit of the parties and their 
respective successors and permitted assigns. 

	

Section 6 	Governing Lew. 

(a) This First Amending Agreement is governed by and interpreted and enforced 
in accordance with the laws of the Province of Ontario and the federal laws of 
Canada applicable therein, 

(b) Each Party i~~revocably attorns and submits to the exclusive jurisdiction of the 
Ontario eouits situated in the City of Toronto and waives objection to the 
venue of any proceeding in such court or that such COLITI provides an 
inconvenient forum. 

	

Section 7 	Counterparts. 

Tliis First Amending Agreement may be executed in any number of counterparts 

	

• 	(including 	counterparts by facsimile) and all stich counterparts taken together constitute one 
and the same instrument. 

(Re» ►cinder of the pnge intenlionnlly left blank. Sig»nture page jolloivs.) 
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• 	IN WITNESS WHCR~OF the Parties have e:cecuted this First Amendin6 Agreement. 

ZCLLERS INC. 

t ~ ~y . ~; 1 .J~ J 	..__._...... . _~ . 
Authorized Signing Oi'ticer 

E3y: 

Authorized Signing 011iccr 

U~ited: 	-mil 	~ ~, 	~~.,C~ ~ ~-r~ 

HUDSON'S I3AY CUNIPANY 

Authorized Signing Of~ticer 

I3y: 

tluthorized Sighing Uf'ficer 

Dated: ~~ 	 1._.C') 

'TARGtiT C~RI'UItA'TION 

t3y: 

Authoi• izecl Signing Officer 

Uated: 

TARGTT Cr1NADA CU. 

[3y: 

Authc~rizcd Signing Ut~ticcr 

~~c1tCC~: 
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