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, COurt File No. CV-13-10370-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE - COMMERCIAL LIST 

IN THE MATTER OF THE RECEIVERSIDP OF SHS SERVICES 
MANAGEMENT INC.lGESTION DES SERVICES SHS INC. AND SHS 

SERVICES LIMITED PARTNERSIDP 

IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION 243 OF 
THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, c. B-5, AS 

AMENDED; AND SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.O. 
1990, c. C.43, AS AMENDED. 

TO: SERVICE LIST 

REPLY MOTION RECORD 
(returnable April 28, 2015) 

McMILLAN LLP 

Brookfield Place 
181 Bay Street, Suite 4400 
Toronto, ON, M5J 2T3 

Brett Harrison LSUC# 44336A 
Tel: 416.865.7932 
Email: brett.harrison@mcmillan.ca 
Fax: (416) 865-7048 

Stephen Brown-Okruhlik 
Tel: 416.865.7043 
Email: stephen.brown-okruhlik@mcmillan.ca 
LSUC# 66576P 

Counsel for the Receiver 
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Last updated: February 26, 2015 

ELECTRONIC SERVICE LIST 

PRICEWATERHOUSECOOPERS INC. 
18 York Street, Suite 2600, PwC Tower 
Toronto, ON M5J OB2 

Mica Arlette 
Tel: 416.814.5834 
Email: mica.arlette@ca.pwc.com 

Tracey Weaver 
Tel: 416.814.5735 
Email: tracey.weavel.@ca.pwc.com 

Receiver ojSHS Services Management Inc. and SHS Management Limited 
Partnership 

McMILLAN LLP 
181 Bay Street, Suite 4400, Brookfield Place 
Toronto, ON M5J 2T3 

WaelRostom 
Tel: 416.865.7790 
Email: wael.rostom@mcmillan.ca 
LSUC# 43165S 

Brett Harrison 
Tel: 416.865.7932 
Email: brett.harrison@JTIcmillan.ca 
LSUC# 44336A 

Stephen Eddy 
Tel: 416.865.7226 
Email: stephen.eddy@mcmillan.ca 
LSUC# 62703F 

Lawyers jar the Receiver ojSHS Services Management Inc. and 
SHS Management Limited Partnership 
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TORYSLLP 
Suite 3000, 79 Wellington Street West, TD Centre 
Toronto, ON M5K IN2 

Attention: Scott Bomhof 
Tel: 416.865.7370 
Fax: 416.865.7380 
Email: sbornhof(cil,tOlys.com 

Attention: Adam M. Slavens 
Tel: 416.865.7333 
Fax: 416.865.7380 
Email: aslavens(cil,torys.com 

Lawyers for Sears Canada Inc. 

FIELDLLP 
400 - 604 1 Street SW 
Calgary, AB T2P IM7 

Attention: Douglas S. Nishimura 
Tel: 403 260-8548 
Email: dnishimura@fieldlaw.com 

Lawyersfor Alaris Income Growth Fund Partnership 

BLANEY MCMURTRY LLP 
2 Queen Street East, Suite 1500 
Toronto, Canada M5C 305 

Attention: Lou Brzezinski 
Tel: 416.593.2952 
Email: Ibrzezinski(cil,blaney.com 

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP 
155 Wellington Street West, 35th Floor 
Toronto, ON M5V 3Hl 

Attention: Gordon Capern 
Tel: (416) 646-4311 
Email: gordon.capem(cil.paliareroland.com 

Attention: Massimo (Max) Starnino 
Tel: (416) 646-7431 
Email: max.starnino@paliareroland.com 

Lawyers for Installation Services Org. Ltd, Paul Verhoeff and Stephen Verhoeff 
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DENTONSCANADALLP 
77 King Street West, Suite 400 
Toronto, ON M5K OAI 

Attention: John Salmas 
Tel: (416) 863-4737 
Fax: (416) 863-4592 

3 

Email: jolm.salmas@dentons.com 

Lawyers for Hunter Douglas Canada Inc. 

ARMITSTEAD & COMPANY 
320-31935 South Fraser Way 
Abbotsford, Be V2T 5N7 

Attention: Les Armistead 
Tel: (604) 746-6782 
Fax: (604) 746-6781 
Email: lesraJ.armitco.com 

Lawyers for Cedar Grove Building Products Ltd. 

KATRICH HOLDINGS LTD. and 6343 47880 RDJ HOLDINGS LTD. 
P.O. Box 44148 
Bedford, NS B4A 3X5 

Attention: Richard Jardine 
Tel: (902) 835-8079. 
Email: lichard.jardineraJ.eastlink.ca 

DAOUST VUKOVICH LLP 
20 Queen Street West, Suite 3000 
Toronto, ON M5H 3R3 

Attention: Kenneth Pimentel 
Tel: (416) 597-9306 
Fax: (416) 597-8897 
Email: kpimentelraJ.dv-law.com 

Attention: Gasper Galati 
Tel: (416) 598-7050 
Fax: (416) 597-8897 
Email: ggalatiraJ.dv-law.com 

Lawyers for Canadian Property Holdings (Alberta) Inc. 
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AND TO: DUECK, SAUER, JUTZI & NOLL LLP 
~ 

403 Albert Street 
Waterloo, ON N2L 3V2 

,..., Attention: Thomas Jutzi 
Tel: (519) 884-2620 
Fax: (519) 884-0254 
Email: tomj!al.dsjnlaw.com 

Lawyers for Reitzel Insulation Company Limited 

AND TO: CAW - CANADA LEGAL DEPARTMENT 
205 Placer Court 
Toronto, ON M2H 3H9 

Attention: Barry Wadsworth LSUC#: 42985H 
Tel: (416) 495-3776 

I Fax: (416) 495-3786 
Email: bany.wadswOlth@unifor.org 

~ Lawyers for Unifor Local 40 

AND TO: ROCKYVIEW ROOFING INC. 

I 
112 Rockyledge Crescent 
Calgary, AB T3G 5N1 

Attention: Justin Tremblay 
~ 

I 
Email: info!al.rockvviewroofing.ca 

AND TO: MERCHANT LAW GROUP 
r Suite 303-15127100 Ave ! 

SUiTey, BC V3R ON9 

r- Attention: Victor Olsen , 
Email: volson!al.merchantlaw.com 

r Lawyersfor Maria Lisa Code 
I 
! 

AND TO: COMMISSION DES NORMES DU TRAVAIL 
r 500, boulevard Rene-Levesque Ouest, 26· etage 
I 

Montreal (Quebec) H2Z 2A5 

~. Attention: Pascal Francoeur 
I 
I Email: pascal.fi:ancoeurfalcnt.gollv.qc.ca 

i-

r 
! 

LEGAL_21753898.1 
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G.N. JOHNSTON EQUIPMENT CO. LTD. 
5990 A vebury Road 
Mississauga, ON L5R 3R2 

Tel: (800) 668-5459 x 52281 or (90) 712-6006 x 52281 

Attention: Yvon Touchette C.C.P. 
Email: yvon.touchette@johnstonequipment.com 

DE LAGE LANDEN FINANCIAL SERVICES CANADA INC. 
3450 Superior Court, Unit 1 
Oakville, ON L6L OC4 

Tel: (905) 901-6534 or 1-855-732-2818 

Attention: Faseeh Ahmad 
Email: fahmad@leasedirect.com 

SUN LIFE ASSURANCE COMPANY OF CANADA REPRESENTED BY 
ITS AUTHORIZED AGENT BENTALL KENNEDY (CANADA) 
LIMITED PARTNERSHIP (BY ITS GENERAL PARTNER), BENTALL 
KENNEDY (CANADA) G.P. LTD. 
6700 chemin Cote-de-Liesse, Suite 103 
Saint-Laurent QC H4T 2B5 

Tel: (514) 744-8544 

Attention: Mireille Savard, Property Administrator 
Email: lllsacard@bentallkemledy.com 

CGI INFORMATION SYSTEMS AND MANAGEMENT CONSULTANTS 
INC. 
1350 Rene-Levesque Blvd. West, Floor 15 
Montreal, Quebec H3G IT4 

Tel: (514) 415 - 3614 

Attention: William Misiurak 
Email: William V .Misiurak((Ucgi.com 

NORTHGATE PROPERTIES INC. C/O FENGATE PROPERTY 
MANAGEMENT LTD. 
3425 Harvester Road, Suite 105 
Burlington, ON L7N 3Nl 

Tel: (289) 288-3822 x4325 

Attention: Suzi Halfpenny, Property Manager 
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Email: slIzi.halfuenny{a)fengate.com 

ROYCOM 7 LIMITED PARTNERSHIP 
Compass Commercial Realty Ltd., Suite 110 
3770 Kempt Road #110 Halifax, NS B3K 4X8 

Tel: (902) 442-5510 

Attention: Kendal Carter, Property Manager (Compass) 
Email: kcarter@compassbroker.col11 

FRASMET HOLDINGS LIMITED 
16 Esna Park Drive, Suite 200 
Markham ON L3R 5Xl 

Tel: (905) 513-2565 

Attention: Elaine Rabang-Corpuz, Property Manager 
Email: erabang-corpuz@parkprop.com 

FUTUREMED GENERAL PARTNER INC. 
7000 Cardinal Place 
Dublin, OH 43017 

Tel: (614) 757-5000 

Attention: Shelley Vincent 
Email: Shelley.Vincent{a)cardinalhealth.ca 

2281896 ONTARIO INC. 
1103 Wentworth Street West, Unit I 
Oshawa, ON LJJ 8P7 

Tel: (905) 725-5666 or (905) 432-0478 

Attention: Harold Wotten, Landlord 
Email: haroldwotten@bellnet.ca 

PINNACLE INTERNATIONAL REALTY GROUP II INC. 
911 Homer Street, Unit 300 
Vancouver, B.C. V6B 2W6 

Tel: (604) 602-7747 

Attention: Stasha Wasak, Property Management 
Email: swasak@pinnacleinternational.ca 
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ICR COMMERICAL REAL ESTATE 
374 Albert St. 
Regina SK S4R 2N7 
c/o Dave Johnson Construction Ltd. 
305 -12th Avenue 
Regina, SK S4N 5T7 

Tel: (306) 721-6118 

Attention: David Kevill, ICR Director of Property Management 
Email: David.KeviII@ICRCommercial.com 

4063937 CANADA INC. c/o THE MOFFAT GROUP OF COMPANIES 
237 Argyle Avenue 
Ottawa, ON K2P IB8 

Attention: Steve Moffat, Property Manager 
Tel: (613)- 749 - 8000 
Email: richard.jardinelaleastlink.ca 

CANADIAN PROPERTY HOLDINGS (ALBERTA) INC. c/o 
REIT MANAGEMENT LP 
140_41h Avenue SW, Suite 210 
Calgary, AB TIP 3N3 

Attention: Carla Fedele, Leasing Director 
Tel: (403) 268-9203 
Email: cfedelelalcreit.ca 

TERRACON DEVELOPMENT LTD. 
I Terracon Place 
Winnipeg, MB R2J 4B3 

Attention: Michael Falk, Leasing Administrator 
Tel: (204) 233-4330 
Email: mfalklaltelTaCon.com 

DAVIS AVIS MACEWEN LLP 
Ste. 201-156 Morison Avenue 
P.O. Box 1600 
Parksville, BC V9P 2H5 

Attention: William Andrew MacEwen and Mary E. Nee Nee 
Tel: (250) 248-5731 
Email: wilI@davis-avis.com;mary@davis-avis.com 

Lawyersfor Roo/co Roofing Corp. and Todd Bullock 
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DENTONSLLP 
77 King Street West, Suite 400 
Toronto, ON M5K OAI 

Attention: Blake Moran 
Tel: (416) 863-4495 
Fax: (416) 863-4592 

8 

Email: blake.moran@dentons.com 

Lawyersfor International Conifort Products (ICP) 

DEPARTMENT OF JUSTICE 
The Exchange Tower 
130 King Street West 
Suite 3400 
Toronto, ON M5X IK6 

Attention: Diane Winters 
Tel: (416) 973-3172 
E-mail: diane.winterslaJ.justice.gc.ca 

Lawyers for the Canada Revenue Agency 

MINISTRY OF FINANCE LEGAL SERVICES BRANCH 
Michael Starr Building 
6th Floor, 33 King Street West 
Oshawa, ON LIH 8H5 

Attention: Kevin O'Hara 
Tel: (9Q5) 433-6934 
Email: kevin.ohara@ontario.ca 

HER MAJESTY THE QUEEN IN RIGHT OF 
THE PROVINCE OF MANITOBA 
Manitoba Justice 
Civil Legal Services 
730 - 405 Broadway 
Winnipeg, MN R3C 3L6 

Attention: Brian Jones 
Tel: 204-945-J 409 
Email: brian.jones@gov.mb.ca 
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HER MAJESTY THE QUEEN IN RIGHT OF 
THE PROVINCE OF ALBERTA AS REPRESENTED BY THE 
MINISTER OF FINANCE 
The Tax and Revenue Administration 
9811 - 109'" Street 
Edmonton, AB T5K 2L5 

Tel: 780-427-3044 
Fax: 780-427-0348 
Email: lra.revenue@gov.ab.ca 

ALBERTA TREASURY BOARD AND FINANCE 
Oxbridge Place 
Room 534, 9820 -106 Street 
Edmonton, AB T5K 2J6 

Attention: Mary K. Brook 
Tel: 780-422-7720 
Email: mmy-kay.brook@gov.ab.ca 
Attention: Peter Thagard 
Tel: 780-644-5259 
Email: peter.thagardlal.gov.ab.ca 

HER MAJESTY THE QUEEN IN RIGHT OF 
THE PROVINCE OF BRITISH COLUMBIA 
David J. Hatter 
Ministry of the Attomey General, Legal Services Branch 
1001 Douglas Street 
PO Box 9290, Station Prov Govt 
Victoria, Be V8W 917 

Tel: 250-387-1274 
Fax: 250-387-0700 
Email: david.hatter@gov.bc.ca 

CHAITONS LLP 
5000 Yonge Street - 10th Floor 
Toronto, ON M2N 7E9 

Attention: Philip Taylor 
Tel: (416) 218-1125 
Email: philiplal.chaitons.com 

Lawyers for Century Services Inc. 
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WILDEBOER DELLELCE LLP 
Wildeboer DeIIelce Place 
Suite 800, 365 Bay Street 
Toronto, ON M5H 2VI 

Attention: Alfred Apps 
Tel: (416) 361-6211 
Fax: (416) 361-1790 
Email: aapps@.wildlaw.ca 

Lawyers for ARCOR Windows & Doors Inc. and N.A.P. Windows & Doors Ltd. 

MALO, PILLEY, LEHMAN LAWYERS 
3250 Bloor Street West 
Suite 600, East Tower 
Toronto, ON M8Z 2Z9 

Attention: Brian P. PiUey 
Tel: (416) 534-7543 
Fax: (416) 534-7625 
Email: brian.piIley@mpIIaw.ca 

L(Iwyersfor Spar Roofing & Metal Supplies Limited 

WILSON VUKELICH LLP 
60 Columbia Way, Suite 710 
Markham, ON L3R OC9 

Attention: Douglas D. Langley LSUC#: 16909Q 
Tel: (905) 940-8711 (ext. 2232) 
Fax: (905) 940-8785 
Email: dlangley@wvIIp.ca 

Lawyersfor 1233682 Ontario Inc., 1447000 Ontario Ltd., 1812731 Ontario Inc., 
1847135 Ontario Inc., 2177059 Ontario Inc., 3543978 Ontario Inc., 484081 BC 
Ltd., 70999 Alberta Ltd., 777911 Alberta Ltd., 977218 Ontario Inc., The Roaders 
Holdings Co. Ltd., Stewarts Cleaning Service Inc., Gestion Cristofaro Ltee 

PREVOST FORTIN D'AOUST 
Lawyers 
3080, boul. Le Garrefour 
Bureau 530 
Laval, Quebec H7T 2R5 

Attention: Me Martin Laurendeau 
Tel: (450) 681-2511 
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Fax: (450) 681-3342 
Email: m.laurendeau@pfdadvocats.com 

Lawyers for Hydrosolution, LP 

WEIR FOULDS LLP 
66 Wellington Street West, Suite 4100 
P.O. Box 35, Toronto-Dominion Centre 
Toronto, ON M5K IB7 

Attention: Graham Brown 
Tel: (416) 947-5073 
Email: gbro~~l@weirfoulds.com 

Lawyers for Beacon Roofing Supply Canada Company 

McKENZIE LAKE LAWYERS LLP 
140 Fullarton Street, Suite 1800 
London, ON N6A 5P2 

Attention: John H. McNair 
Attention: Michael Peerless 
Attention: Erin C. McDermid 
Tel: (519) 672-5666 
Email: McDelmidfalmckenzielake.com 

Lawyers for the Representative Plaintiff, Bany Patrick Kenny 

CLIMITISATION ST. HUBERT INC. 
3885 Montee St. Hubert 
St. Hubert, QC BY 4J9 

Attention: M. Mohamede Ouirzane 
Email: cJimatisationsthubert@hotmail.com 

1681530 ONTARIO LTD. 
o/a Total Home Comf0l1 
458 Fairall Street, Unit 9 
Ajax, ON LIS lR6 

Attention: Ivan Flood 
Email: totalhomecomfortfalbelInet.ca 
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AND TO: INSTALLATION PRECISION 
503 Aline Prud-Homme 
Terrebonne, QC J6Y2B7 

i 
Attention: Stephane Desbiens 

, Email: precisioninstallation((iJ.videotron.ca 

~ 
AND TO: KULDIP SINGH MATTU 

, 

14465 60th Avenue 
Surrey, BC V38184 

,...., 
Attention: Kuldip Mattu 
Email: kuldip 1973@hotmail.com 

~. 

AND TO: IDEE A.L. CONFORT (9144-7821 Quebec Inc.) 
1445 de L'Oiselet 
Mascouche, QC J7L 4H9 

Attention: Johannc Gagnon or Alain Laplante 
Email: alain.la((iJ.videotron.ca 

AND TO: ROOFING FIX LTD. 
1165 40th AvenueN.E. 
Calgary, AB T2E 6M9 

Attention: William Hebert 
Email: william@roofingix.ca 

AND TO: BENNO GOTTFRIED TRINK 
6 Rawlings Avenue 
Hamilton, ON L8W 2N5 

~ Attention: Ben 
! 

Email: bdtrink((iJ.sourcecable.net 

AND TO: ADAM EXPRESS 
1 007 Blair Road 
Ottawa, ON KIJ 7M9 

Attention: Mohanned Mohsen 
Email: adaminstallation((iJ.gmail.com 

AND TO: ZYGMUNT PACZKOWSKI 
327 Manitoba Avenue 
Winnipeg, MB R2W 2E9 
Email: marlenapac((iJ.shaw.ca 

.~ 

LEGAL_21753898.1 
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AND TO: SUMMUM SALLE DE BAIN INC. 
~ 

1-14e Avenue 
1 Ste-Marthe-sur-Ie-Iac, QC JON IPO , 

Attention: Norman Beaulac 
I Email: beaulaclIl@videotron.ca ! 

AND TO: CLOUTIER MAINTENANCE GENERALE 
~ 

145 Bou!. Carmel 
Terrebonne, Q.C. J6Y 1 TI 

,- Attention: Berthier Cloutier 
Email: cloutiermaintellancel@hotmail.com 

~ 

AND TO: REGIONAL DOORS & HARDWARE (NIAGARA) LTD. 
44 Scott Street West 
St. Catharines, ON L2R IC9 

r-

Attention: James Dove 
Email: jimd(ci),regionaldoors.com 

AND TO: LES ENTREPRISES HAMILTON INC. 
40 Petit-Chirot 
St-Eustache, QC J7R 4K3 

Attention: Chantal Bouvrette 
;-- Email: c.bouvrette@videotron.ca 

AND TO: TOITURES IMPER EXPERT 
~ 116 Loiuis-Chaiden 

Quebec, QC GIB 2S5 

Attention: Bruno Levesque 
Email: entreprisesblevesguel@hotmail.com 

r AND TO: ARIANA HEATING & AIR CONDITIONING LTD. 
12409 214tll Street 
Maple Ridge, BC V2X 5E5 

r 
Attention: Hamid R. Hadilon 
Email: hamid@arianaheating.ca 

-~ 

AND TO: SHS -LIEN CLAIMANTS 

toituresoieil@hotmail.com 

lEGAL_21753898.1 
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cinannihvac@gmail.com 

i info@toituresalainfOl·get.ca 

premierhalldc@hotmail.com 

big top tellts@yahoo.com 

! illfo@confortlafrallce.ca 

nevillefalcaruallainteriors.ca 

simontoit!@llotmail.com 

installatioll.michelboivinfalgmail.com 

acefalaceplumbing.ca 

rivercitiroofillg@yahoo.ca 

steve.bordt@apexgrallite.col11 

agllat·ius.gen@accesscomm.ca 

I 
aspectroofillg!aJ.ymail.com 

lisa@affordableroofing.ca 

-~. 

bill.macleall!aJ.hotmali.com 

thorsten!aJ.cgrs.ca 

stevelldgilroy@gmail.com 

climatisationap@hotl11ail.com 

rschuerbeke@convoy-sllpply.com 

rschuerbeke@convoy-supply.com 

DPolldhomeinstaIlations@grllail.com 
r-

donatoelectricltd!aJ.gl11ail.col11 

bl11elliott@sympatico.ca 

bmelliott!aJ.sympatico.ca 

enll·angastech@hotmail.col11 

LEGAL_21753898.1 
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I ; ericamostoiture(ci),hotmail.com 

;-
ericamostoiture@hotmail.com I 

contacti1ilfollr 12roofing.com 

mike.gentryi1ilshaw.ca 

mike.gentry@shaw.ca 

dayne.iyn@.gmaii.com 
~ 
I canamcarpets@.shaw.ca , , 

~ 
sergeboisjolii1ilme.com 

jdworks@shaw.ca 

~ jetccinc((il,vianet.ca 

jetstream@bell.net 

kimrusse1l60@.gmail.com 

~ 
lenbrennan@rogers.com 

info@renovationsrainbow.com 

f" france@.toituresdaniei.com 

france@toituresdaniel.com 
~ 

avocate@.genevieveraymond.ca 

~ toituresoieii@hotl11ail.com 

iou-lcc-ltdi1iloutlook.com 

! lessard2504@videotron.ca 

mediesbollrg@.!lmail.com 
r-

1rl1l1gentilin@hotmail.com 

r- m.e.steinfolt@Xplornet.ca 

mehdighasemi52@yahoo.com 
r-

warnock.alex@.gmail.colll 

;-
LEGAl_21753898.1 
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nikaroofing@gmail.com 

middlebenchmechanicaluv,gmail.com 

pa.broadloomuv,gmail.com 

randyuv,4trough.com 

stokesuv,ovalsguare.com 

prestigeinstallationsuv,telus.net 

salesuv,gualityhvac.net 

rcthennopompeuv,videob·on.ca 

raisanenroofing@gmail.com 

mardale 1 uv,teius.net 

raymurphy@videotron.ca 

i unsharperl@botmail.com 

rshubickuv,shaw.ca 

macs.removalI@110tmail.com 

rightwaYl11ech@live.ca· 

bloodworthuv,hotmail.com 

dcook@,rousseleavestrough.col11 

royaltlush.ash@gmail.com 

srobinsonmechanical@ns.aliantzinc.ca 

tapisrichard@hotmail.com 

infouv,toiture640.com 

totalbIindcareuv,sYl11patico.ca 

tbouchardrcu.guickcontractors.com 

Aireservofkingstonuv,gmaiLcom 

abocking@repairware.ca 
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]stpien'e@gplega],com 

jmelliott@sympatico.ca 

claudine@lluallCedesign.ca or jeanfl'ancoisfalJ1uancedesign.ca 

simplyheatingottawa@gmail.com 

thermosolutionsfalhotmail.com 

x-services@live.ca 

searscleallingbelleville@gmail.com 

jason@l'ousseleavestrough.com 

2170291ontjnc@gmail.col11 

francoditrolio@gmail.com or jodyditroliofal.gmail.com 

deraceharl@aol.col11 

airJegrand@videotron.ca 

toitW'efrv@hotmail.ca 
, 
, , 

xtinityroofing@gmail.com 

a agarwal@aluminart.com 

leo@theatticexperts.com 

bregniel'@becn.col11 

brucehomecomfort@sympatico.ca 

inhomecleaning@shaw.ca 

nOl1ndrabble@hotmail.com 

pete-sharon. trudeau@sympatico.ca 

classicdoors@rogers.com 

classicsiding@eastlink.ca 

desceltes@gmail.com 

cuisinesummum@videotron.ca 

LEGAl_21753898.1 
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derrick@dcookeheating-cooling,com 

rafatiro@yahoo,ca 

daveandrosanne@shaw,ca 

dgmacisaac@hotmaiJ,com 

Dri@shaw,ca 

saJes@doordesign,ca 

RoofingEasyliiJ.yahoo.com 

edaninstallation@gmail.col11 

info@encoremechanical.ca 

en!reprisesplassonde@gl11ail.com 

s!eeproofing@hotmail,com 

j.marengere99@videotron.ca 

george@gibsoninstallation.com 

heather@gualityexteriors.ca 

cjhood@live.col11 

installationsma@hotmail.com 

jj roofing@hotmail.com 

kevin. bellson@sympatico.ca 

pwboutet@sympatico.ca 

bluemountltd@ho!maiJ.com 

seriolls.43@hotmaiJ.com 

a agarwaJ@aluminalt,com 

ohellwig@tellls.net 

Jou@reitzel.ca or boJger J 9@rogers.com 

rgs.refrigeration@gmaiJ.com 
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kaysinstalllZilbell.net 

wood chucklZilshaw.ca 

dleblond@live.ca 

vanzellaj@hotmaiI.com 

brian.pilley@mplIaw.ca 

l'ushfan231@gmail.com 

benoitlZiltoitures24.ca 

lestoituresjoeI@hotmaiI.com 

whiteblackninja@hotmail.com 

albeltlZiltoprankroofing.ca 

triltdlZilrogers.com 

csterling@shaw.ca 
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9, 8 Riel Drive 
St Albert, AB I8N 3Z7 

Tel: (780) 935-5831 

AND TO: HEWLETT -PACKARD FINANCIAL SERVICES COMPANY 
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Berkeley Heights, NJ 07922 

Tel: (908) 665-0197 

AND TO: LIFTCAPITAL CORPORATION 
300 The East Mall, Suite 401 
Toronto, ON M9B 6B7 

Tel: (416) 621-5522 

AND TO: NATIONAL LEASING GROUP INC. 

i 1525 Buffalo Place 
i •• Winnipeg, MB R3I lL9 

Tel: (204) 954-9000 

AND TO: HER MAJESTY THE QUEEN IN RIGHT OF 
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Revenue Division 
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Regina, SK S4P 4A6 
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Court File No. CV-13-10370-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

IN THE MATTER OF THE RECEIVERSHIP OF SHS SERVICES MANAGEMENT 
INC. / GESTION DES SERVICES SHS INC. AND SHS SERVICES UMITED 

PARTNERSHIP 

SECOND SUPPLEMENTARY REPORT TO THE 
ELEVENTH REPORT TO THE COURT 

SUBMITTED BYPRICEWATERHOUSECOOPERS INC. 
IN ITS CAPACITY AS RECEIVER 

TABLE OF CONTENTS 

INTRODUCTION ............................................................................................................... 2 

DISCLAIMER AND TERMS OF REFERENCE ................................................... ; ................ 2 

APPLICATION FOR LICENSEE RESPONDENT ORDER - RESPONDENT FACTUM ......... 3 

APPENDICES 

A. First Report of the Interim Receiver dated December 20, 2013 (selected pages) 
B. Second Report of the Interim Receiver dated January 7,2014 (selected pages) 
C. Third Report of the Receiver dated January 28, 2014 (selected pages) 

NOTICE TO READER: The prior reports of the Receiver and related materials filed with the 
COUlt are available on the Receiver's website at www.pwc.com/car-shs. Links to key documents 
are contaIned in the footnotes of this report. 
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INTRODUCTION 

1. The purpose of this supplement (the "Second Supplementary Report") to the Receiver's 

Eleventh Report to the Court dated February 6, 2015 (the "Eleventh Report") is to update 

the Court on the ~eceiver's motion to obtain an order against a group of the Company's 

licensees (the "Licensee Respondents") to compel payment of amounts owed to the 

Receiver for work completed during the Interim Receivership Proceedings and 

Receivership Proceedings, pursuant to celtain license agreements (the "License 

Agreements") with SHS. 

DISCLAIMER AND TERMS OF REFERENCE 

2. In preparing this report and conducting its analysis, the Receiver has obtained and relied 

upon certain unaudited, draft and/or internal financial information of the Company, the 

Company's books and records, and discussions with various parties including former SHS 

employees retained on an interim basis by the Receiver (collectively, the 

"Information"). 

3. Except as otherwise described in this report: 

a) The Receiver has not audited, reviewed or otherwise attempted to verify the accuracy or 

completeness of the Information in a manner that would wholly or partially comply 

with Generally Accepted Auditing Standards pursuant to the Chartered Professional 

Accountants Canada Handbook - Assurance; 

b) The Receiver has not conducted an examination or review of any financial forecast and 

projections in a manner that would comply with the procedures described in the 

Chartered Professional Accountants Canada Handbook -Assurance. 

4. The Second Supplementary Report should be read in conjunction with the Eleventh RepOlt 

and the first Supplementary Report to the Eleventh Report dated April 6, 2015 (the 

"Snpplementary Report"). Capitalized terms not otherwise defined are as defined in the 

Receivership Order or the Eleventh RepOlt. 

2 

3 



r­
I , 

APPLICATION FOR LICENSEE RESPONDENT ORDER - RESPONDENT 
FACTUM 

5. On April 17, 2015, the Licensee Respondents filed a factum (the "Respondent Factum") 

in respect of the Receiver's application for the Licensee Respondent Order. The factum 

~ contains certain inaccuracies which the Receiver wishes to address. 

6. The First RepOlt of the Interim Receiver dated December 20, 2013 (the "First Report'''), 
~ 

! the Second Report of the Interim Receiver dated January 7, 2014 (the "Second 

Report''') and the Third Report of the Receiver dated January 28, 2014 (the "Third 

,- Reporf:3"), discuss the actions taken by the Interinl Receiver (and subsequently the 

Receiver) to pursue the limited resumption of certain business activities of SHS4. These 

activities included the work previously performed by the Licensee Respondents. As 

indicated in those reports: 

a) On December 27, 2013, SHS and Sears entered into an agreement (the "Backstop 

Agreement"), which provides support to SHS and the Interim Receiver from 

Sears for the completion of orders for services that had not been completed as of 

the Date of Appointment, and for managing the Licensees in connection with the 

services performed by them (the "PSP Jobs"); 

b) Pursuant to the Backstop Agreement, SHS was to use commercially reasonable 

effOlts to re-commence the carpet/upholstery cleaning and duct cleaning 

businesses previously provided by the Licensees, including the Licensee 

Respondents. The Backstop Agreement included specific provisions for financial 

support in respect of the estate's administrative costs for the PSP Jobs; and 

c) The Interim Receiver and Receiver undertook a number of actions to continue work 

by the Licensees. By January 2, 2014, SHS and the Interim Receiver had sent 

notice to 47 Licensees, including the Licensee Respondents, who perform 

carpet/upholstery and duct cleaning work,advising that SHS proposed to continue 

operations. The Receiver followed up on these notices by phone calls directly to the 

I First Report: http://www.pwc.comlen_CAlCAIcar/shslassets/shs-019 _1220 13.pdf 
2 Second Report: http://www.pwc.comlen_ CAiCA/carlshs/assetslshs-045_010814.pdf 
l Third Report: http://www.pwc.com/en_CAlCAIcar/shslassets/shs-058_012914.pdf 
4 See First Report paragraphs 13-18, Second Report paragraphs 12-26, and Third Report paragraphs 25-31 
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Licensees, including the Licensee Respondents. This is contrary to the suggestions 

in the Respondent Factum about the Receiver's actions in this regard. 

7. The Respondent Factum states at paragraph 14 that the Receiver "took down" the 

computer system by which the Licensees received leads on December 14, 2013 (the 

"Centah System"), and after that date no leads or service calls went to the Respondents 

from SHS. This is not accurate. 

8. Firstly, the Receiver only temporarily suspended access to the Cental! System to all but a 

limited number of former SHS employees retained by the Receiver in order to evaluate the 

existing orders and determine whether and how they will be completed, and on what 

terms they conld be completed. These actions were discussed in the First Report and the 

Second Report. 

9. Secondly, in addition to the leads shared through the Cental! System, Licensees also 

received leads for new orders by other means. Some customers contacted Licensees 

directly to request services covered under the License Agreements. Additionally, SHS 

maintained toll-free telephone numbers that connected potential customers directly with 

the Licensees to order services covered under the License Agreements. These phone 

numbers were not terminated by the Receiver at any point during the Interim 

Receivership Proceedings or the Receivership Proceedings. 

10. The Respondent Factum suggests that the Receiver saw no value in the work pelformed 

by the Licensee Respondents. The Receiver is of the view that its actions during the 

Receivership Proceedings reflect pLUdent, good-faith efforts to continue these operations. 

The accounting provided by the Licensee Respondents (referred to in the Eleventh Repolt 

and the Supplementary Report) demonstrates that the Licensee Respondents continued 

to perform services during the Relevant Period that, in the Receiver's view, were properly 

covered by the terms of the License Agreements. 

11. Based on the foregoing observations, the Receiver remains of the view that the Amount 

Owed by the Licensee Respondents is fully payable to the Receiver in respect of services 

performed by the Licensee Respondents during the Interim Receivership and 

Receivership Proceedings, and that it is appropriate for the Licensee Respondent Order to 

be made by the Court. 
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12. The Receiver respectfully requests that this Court grant the Licensee Respondent Order. 

All of which is respectfully submitted on this 21" day of April, 2015. 

PricewaterhouseCoopers Inc. 
In its capacity as Receiver of SHS Services Management Inc. / Gestion des Services SHS Inc. and 
SHS Services Limited Partnership 

Mica Arlette 
Senior Vice President 
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Court File No. CV-13-10370-ooCL 

SHS Services Management Inc. / 
Gestion des Services SHS Inc. 
SHS Services Limited Partnership 

INTERIM RECEIVER'S FIRST REPORT TO THE COURT 

December 20, 2013 
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Court File No. CV-13-10370-ooCL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

IN THE MAlTER OF THE INTERIM RECEIVERSHIP OF 
SHS SERVICES MANAGEMENT INC. / GESTION DES SERVICES SHS INC. 

AND SHS SERVICES MANAGEMENT LP 

IN THE MAlTER OF AN APPLICATION PURSUANT TO SECTION 47 
OF THE BANKRUPTCY AND INSOVLENCY ACT, R.S.C. 1985 c.B-3, AS AMENDED; 

AND SECTION 101 OF THE COURTS OF JUSTICEACT, R.S.O.1990, c. C-43, 
AS AMENDED 

FIRST REPORT TO THE COURT 
SUBMI1TED BYPRICEWATERHOUSECOOPERS INC. 

IN ITS CAPACITY AS INTERIM RECEIVER 

INTRODUCTION 

1. By Order (the '~ppointment Order,,) of Mr. Justice Moratwetz of the Ontario Superior 

Court of Justice (Commercial list) (the "Court") dated December 13, 2013 (the "Date of 

Appoin1ment"), pursuant to section 47 of the Bankl"Uptcy and Insowency Act, R.S.C. 1985 

c.B-3, as amended (the "BIA") and section 101 of the Cowts of Justice Act, R.S.O. 1990, c. C-

43, as amended (the "CJ.A:'), PricewatemouseCoopers Inc. was appointed as interinl receiver 

and receiver (in both capacities referred to as the "rnterinl Receiver") of all of the assets, 

undeltakings and properties of SHS Services Management Inc. / Gestion des Services SHS Inc. 

("SHS'') and SHS Services Management LP ("SHS LP," and collectively with SHS, the 

"Company") acquired for, or used in relation to a business carried on by the Company , 

including all proceeds thereof (the "Property"). The Interim Receiver's appointment 

pursuant to section 47 of the BIA was made until JanualY 11, 2014. These proceedings shall be 

referred to herein as the "Interim Receivership Proceedings". A copy of the 

Appointment Order is attaclled as Appendix ".A:' to this report. 

2. The application for the Appointment Order was brought by the Company. The Company's 

principal secured creditors are Sears Canada Inc. ("Sears") and Alalis Income Growth Fund 

Paltnership (" Alaris"), pursuant to the terms of a loan agreement with SHS. 

3. The purpose of this report (the "First Report") is to provide an update to t11e Comt on: 
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a) The Iilterim Receiver's activities since the Date of Appointment; 

b) The relief sought in the comeback hearing scheduled for December 23, 2013 (the 

"Comeback Hearing"); and 

c) The anticipated actions to be taken in the Interim Receivership Proceedings. 

4. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian 

Dollars and exclude harmonized sales tax ("lIST'). Capitalized tenus not otherwise defined 

are as defined in the Appointment Order. 

ACTIVITIES OF THE INTERIM RECEIVER 

5. The Appointment Order was granted at approximately 4:30pm on December 13, 2013. 

Since that time the Interun Receiver has completed several activities pursuant to its duties 

and powers as set out in the Appointment Order. The activities have been prunarily 

focused on: 

a) taking possession and control of the assets, undertakings and propelties of the 

Company; 

b) issuing notices of tel1lllnation to employees on behalf of the Company; 

c) retaining, on behalf of the Company, certain select staff on a term and task 

contract basis; 

d) suspending substantially all business operations pending a financial viability 

review; and 

e) completing other statutory and operational requirements. 

POSSESSION AND CONTROL 

6. Representatives of the InterinI Receiver attended at the Company's head office in 

Markham, Ontario and at the Company's operating locations in Vancouver, Calgary, 

Edmonton, Winnipeg, Cambridge (ON), Toronto, Ottawa and Montreal in the afternoon 

and evening of December 13, 2013. On arrival, the Interun Receiver arranged meetings 

with employees to discuss the status of the Company's operations, the receivership 

q 



.-

-
,-

-I 
! 
I 

process, and the Interim Receiver's proposed course of action. 

7. At those locations, the Interim Receiver arranged for the locks to be changed on all access 

doors, changed secUlity system passcodes, secured a copy of the Company's booltS and 

records, and obtained payroll records and a list of customers and creditors. Access to the 

Company's computer systems was restricted to key retained individuals, and backups of 

system data were obtained. The Interim Receiver also arranged for inventory counts to be 

performed in each location, which were peJ.iormed in the week of December 16, 2.013. 

8. The Interim Receiver did not attend at the Company's locations in Regina (SK) and 

Oshawa (ON), but has arranged for former employees of SHS who were retained by the 

Interim Receiver to exercise control over assets at those locations and peliOlm the actions 

noted above as required. 

9. Some of the Company's inventory is located in sites managed by Sears, including certain 

distribution centres and store locations. Sears has confirmed to the Intelim Receiver that 

this inventory shall not be moved, removed or transferred without the direction of the 

Interim Receiver. Further, Sears shall not attempt to market, sell, or otherwise relinquish 

control of this inventory without the direction of the Interim Receiver. Arrangements will 

be made shortly to perform a count of this inventory. 

10. The Interim Receiver has frozen the bank accounts held by the Company with HSBC Bank 

Canada ("HSBe"), and established new accounts in the name of the Interim Receiver at 

the Royal Bank of Canada. At the time of taking possession, approxin18tely $1.2 million of 

funds was held in the accounts of the Company. In the Interim Receiver's notice to 

creditors filed pursuant to section 246(1) of the BIA, the Receiver indicated funds of 

approximately $1.9 million were obtained. This balance had been reported by HSBC, but 

did not take into account ceJ.1:ain cheques or payments totaling approximately $0.7 

million which had been presented and accepted by HSBC for payment prior to the Interim 

Receiver's appointment but for which the account balance had not yet been updated. 

This is being reviewed by the Interim Receiver. 

EMPLOYEES 

11. Pursuant to paragraph 13 of the Appointment Order, the Interinl Receiver, on behalf of 

the Company, terminated the employment of all of the Company's employees upon taking 
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possession of the Company on December 13, 2013. Verbal notice was given to employees 

present at the Company's locations on taking possession that day. Additional notices of 

termination were sent by mail on December 16, 2013. 

12. Certain former employees of SHS have been temporarily retained by SHS through the 

Interim Receiver on a term and task contract basis to provide assistance to the Interim 

Receiver. 

QPERATION OF THE COMPANY 

13. The assets and operations of the Company were described in the affidavit of Micheal 

Clements sworn December 12, 2013 (the "Clements Affidavit") which was filed as part 

of the application for the Interim Receivership Proceedings. 

14. The products and services that SHS performed included a range of interior and exterior 

home renovations, repairs, and other home maintenance services, in addition to the sale 

of ail' conditioners, furnaces, fireplaces, and interior and exterior renovation-related 

products, as well as installation and assembly of products purchased at Sears retail outlets 

(collectively the "Services"). The provision of the Services was pursuant to tl,e terms of a 

Branded Concession Agreement between Sears and SHS dated December 20, 2012 (the 

"BCA"). In addition, SHS operates a hot water heater rental business (the "Water 

Heater Business"). 

15. The Interim Receiver is not currently accepting new orders for Services under the BCA. 

Orders for Services that were received by SHS prior to the Date of Appointment and 

which have not yet resulted in installations or other work performed in customer homes 

(the 'Work In Process") are being reviewed and evaluated to determine whetller and 

how they will be completed, and on what terms they may be completed. Among otller 

things, the Interim Receiver is considering the net financial benefit to the estate of SHS of 

performing snch work, in part given the deposits received from a number of customers 

prior to the Interim Receivership Proceedings. 

16. The Interim Receiver is working diligently to complete this review, and will consult 

further with Sears and Alaris on iliis issue. The Interim Receiver will report furilier to the 

Court on its findings. 
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17. For emergency repairs, warranty or service work required by customers of sas for 

Services that were either incomplete on or performed prior to the Date of Appointment, 

the Interim Receiver is working with Sears to identify such work orders so that Sears may 

elect whether it wishes to complete such work immediately. If completed now on behalf 

of the Company, this specific type of work is not expected to result in a net financial 

benefit to SHS. 

18. Counsel for Sears has indicated to the Interim Receiver that to the extent that Sears has 

rights to assert claims against SHS under the BCA (or any related agreements) for 

indemnity, it reserves its right to assert a claim for such expenses, and that any work 

Sears elects to perform for customers of SHS itself should be done so on a without 

prejudice basis (on the part of Sears and the Interim Receiver). The Intelim Receiver has 

not yet reviewed the merits of any claims which Sears may wish to assert pursuant to the 

BCA or otherwise. 

OrliERACTIVlTIES 

19. The Interim Receiver notified the Company's various utility and telephone companies of 

our appointment and prOvided a copy of the Receivership Order to ensure service was not 

disrupted. The Interim Receiver has also spoken with certain key service prOviders to 

ensure continuation of services pursuant to the terms of the Appointment Order. 

20. As of the date of the First Report, the Interim Receiver has received several claims 

pursuant to section 81.1 of the BIA for the repossession of certain inventory by unpaid 

snppliel·S. The Interim Receiver expects to receive additional claims and will consider all 
such claims in accordance with its duties. 

21. The Interim Receiver is reviewing the potential existence of other priority claims for 

statutory deemed trust amounts, or pliority claims pursuant to sections 81.4 and 81.6 of 

the BrA. The Interim Receiver is aware of amounts that were paid by the Company prior 

to the Intedm Receivership Proceedings which among other things would have l"ednced 

these anlounts owing. Both Sears and Alaris have reqilested further information on such 

payments. The Intelim Receiver will report further on this in a future report to the COUlt 

22. The Interim Receiver has also performed other activities incidental to its duties and 

powers under the Appointment Order and the BIA, including the following: 

12 
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a) Initial review and reconciliation of accounting information provided by the 

Company, assistance with cut-off of pre- and post-receivership accounting in the 

Company's financial records, and preparation of initial cash flow forecasts for 

the Interim Receivership; 

b) Reviewed the adequacy of insurance coverage, advised the Company's insurer of 

the receivership, and requested to be added as a named insured to the policy; 

c) Issued statutory notices pursuant to s. 245 and 246(1) of the BIA, which were 

mailed on December 20, 2013; and 

d) Held calls with Sears and Alaris regarding the status of the Interim Receivership 

Proceedings. 

23. The Interim Receiver has established a website (www.pwc.com/car-shs) for creditors, 

customers and other stakeholders to obtain further information on the Interim 

Receivership Proceedings. As of December 19, 2013 the website had received over 1600 

unique visitors. The Company's call center (1-800-469-4663) has responded to over 

4,000 calls with information on the Intelim Receivership Proceedings. The Interim 

Receiver's phone holline (1-855-376-8474) has received over 800 calls, which are being 

responded to in priority sequence. 

COMEBACK HEARING 

24. In his endorsement on granting the Appointment Order, Justice Morawetz stipulated that 

a comeback hearing was to be held on December 23, 2013. The Interim Receiver filed a 

notice of motion on December 18, 2013 seeking an order to amend the Appointment 

Order (the "Amendment Order") for the following purposes. 

CONTJNUATION OF SERVICES PROVISIONS SHALL NOT APPLYTO BRANDED CONCESSION 
AGREEMENT 

25. Prior to the Interim Receivership Proceedings, Sears asserted grounds to terminate the 

ECA, but refrained from actually terminating the contract on the basis that the 

receivership order would contain a limited exemption from the stay of proceedings 

relative to Sears's ability to terminate the BCA. At that time, the Interim Receiver agreed 
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to seek this relief upon its appointment. 

26. The BCA is attached as Appendix «B" of this report. Due to the commerCially sensitive 

nature of some of the information in the schedules to the BCA, these have not been 

included. 

27. The BCA governs the conduct of the business as it relates to, among other things, the use 

and promotion of the Sears trademark and logo, as well as other intellectual property of 

Sears. It also deals with service level commitments in the conduct of the business. Given 

the use of the Sears' proprietary intellectual property, Sears support for the continuation 

of the business during a receivership was contingent upon Sears having the ability to 

termiuate the CBA, on terms providing for a transition period acceptable to the Interim 

Receiver, on reasonable notice to the Interim Receiver. If the CBA had been terminated 

before the receivership, it is highly unlikely that the Interim Receiver would be able to 

market parts of the business or complete any outstanding work orders or repair work. 

28. The continuation of the BCA dUling the receivership gives the Interim Receiver the 

opportunity to seek buyers for all or parts of the business, and preserves the Interim 

Receiver's ability to have Sears process credit card sales and other essential services which 

are provided to SHS under the CBA and related documents. It also allows SHS to 

continue to use Sears locations to safely store assets of SHS which are in a Sears store or 

warehouse, without the cost of relocating these assets to a third party warehouse. 

29. The Interim Receiver considers that this relief is appropriate in the circumstances. The 

specific relief sought includes a notice requirement, transitional provisions, and 

indemnification for costs by Sears whlch are of benefit to SHS in the Interim Receivership 

Proceedings. Further, this exclusion does not affect the rights of SHS with regards to the 

Water Heater Business, which the Interim Receiver considers to be of potential value. 

INCLUSION OFE-SERVICE PROTOCOL 

30. The proposed order includes the adoption of the E-Service protocol of the Commercial 

List. The E-Sel'vice Protocol has recently come into effect and, pursuant to section 7 of 

the Protocol, is to be used in all Receivership proceedings. The Receiver believes that 

implementation of the E-Sel'vice Protocol will allow for the efficient service of materials 

and will benefit all stakeholders. 

14 
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ANTICIPATED ACTIONS IN THE INTERIM RECEIVERSHIP 

31. The Interim Receiver understands that Seal'S intends to move for an Order for the 

continuation of these proceedings under section 243 of the BIA, and the conversion of the 

Interinl Receiver to a Receiver pursuant to that section of the BIA. It is anticipated that 

this motion shall be scheduled during tIle week of January 6, 2014 (the • January 

Hearing"). 

32. Pending the expected application of Sears to expand the Interin! Receiver's appointment 

pUl'Suant to section 243 of the BIA, or further clarification of the Interim Receiver's sale 

powers at the Comeback Hearing the Interim Receiver will sell assets pursuant to 

paragraph 30) of the Order only if such Property is perishable or likely to depreciate 

rapidly in value or the sale of assets is permitted by viltue of its appointment as receiver 

Ullder ilie CJA 

33· 

34· 

The Interim Receiver is currently in discussions wiili Sears with regard to provision of 

critical services to SHS customers on an interim basis, in order to provide stability to the 

business and support to customers with urgent service issues. The Interim Receiver is 

hopeful that it will be able to complete an agreement with Sears in this regard prior to 

December 23, 2013, and will report more fully to ilie Court at iliat time. 

The Interim Receiver is aware of a number of parties who are potentially interested in 

acquiring some of ilie assets or operations of SHS. Prior to ilie Interim Receivership 

Proceedings, SHS had spoken with a number of parties regarding their interest in 

purchasulg tIle Water Heater Business. Two pre1hninary expressions of interest were 

received from third parties prior to ilie Date of Appointment, and one of iliese expressions 

of interest was signed back by SHS. The Interin! Receiver is following up wiili these 

parties on iliese expressions of interest, and is speaking wiili other parties who have 

contacted it subsequent to ilie Date of Appointment to express ilieir interest in the Water 

Heater Business and/or ilie other assets and operations of ilie Company. As part of the 

January Hearing, ilie Interim Receiver currently intends to bring an application for ilie 

approval of a sale and marketing process for ilie Company's assets and operations. 

15 
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35· Between now and the January Hearing, the Interim Receiver intends to peliorm, inter 

alia, the following actions: 

a) Complete the review of the Work In Process to determine whether and how any 

Work in Process will be completed, and on what terms, and consult with Sears 

and Alms regarding same, including an estimate of costs that may need to be 

incurred in this regard; 

b) 

c) 

d) 

Contact potential interested parties in the assets and operations of the Company, 

including the Water Heater Business, in anticipation of the commencement of a 

sale and marketing process to be approved at the January Hearing; . 

Continue responding to requests for information from interested parties, 

including customers and creditors, and coordinate with Sears on requests for 

urgent repair or warranty work; and 

Other administrative and statutory duties, including processing of payrolls for 

retained employees and issuance of T4 and Records of Employment for all 

employees. 

RELmF SOUGHT 

36. The Interim Receiver respectfully requests this Court grant the Amendment Order. 

All of which is respectfully submitted on this 20th day of December, 2013. 

PricewaterhouseCoopel'S Inc. 
In its capacity as Interim Receiver of SHS Services Management Inc. / Gestion des Services SHS 
Inc. and SHS Services Management LP 

~·aAJIt 
Mica Arlette 
Senior Vice President 
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Court File No. CV-13-10370-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

IN THE MATIER OF THE RECEIVERSIDP OF SHS SERVICES MANAGEMENT 
INC. / GESTION DES SERVICES SHS INC. AND SHS SERVICES LIMITED 

PARTNERSIDP . 

IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION 47 
OF THE BANKRUPTCY AND INSOVLENCY ACT, R.S.C. 1985 c.B-3, AS 

AMENDED; AND SECTION 101 OF THE COURTS OF JUSTICE ACT, 
R.S.O. 1990, c. C-43, AS AMENDED 

SECOND REPORT TO THE COURT 
SUBMITIED BY PRICEWATERHOUSECOOPERS INC. 

IN ITS CAPACITY AS INTERIM RECEIVER AND RECEIVER 

INTRODUCTION 

1. By Order (the "Appointment Order") of Mr. Justice Morawetz of the Ontario Superior 

Court of Justice (Commercial List) (the "Court") dated December 13, 2013 (the "Date of 

Appointment"), pursuant to section 47 of the Bankruptcy and Insolvency Act, R.S.C. 1985 

c.B-3, as amended (the "BIA") and section 101 of the Courts of Justice Act, R.S.O. 1990, c. C-

43, as amended (the "CJA"), PricewaterhouseCoopers Inc. was appointed as interim receiver 

and receiver (in both capacities referred to as the "Interinl Receiver") of all of the assets, 

undertalcings and properties ofSHS Services Management Inc. / Gestion des Services SHS Inc. 

("SHS") and SHS Services Limited Partnership ("SHS LP; and collectively with SHS, the 

"Company") acquired for, or used in relation to a business carried on by the Company, 

including all proceeds thereof (the "Property"). The Interim Receiver's appointment 

pursuant to section 47 of the BIA was made until January 11, 2014. These proceedings shall be 

referred to herein as the "Interinl Receivership Proceedings". 

2. 

3· 

The application for the Appointment Order was brought by the Company. The Company's 

principal secured creditors are Sears canada Inc. ("Sears") and Alaris Income Growth Fund 

Partnership (" Alaris"), pursuantto the terms of a loan agreement with SHS. 

On December 23, 2013, the Comt made an order (the "Amended and Restated 
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Order") amending and replacing the Appointment Order. The Amended and Restated 

Order provided, among other things, that Sears may exercise its right to terminate the 

Concession Agreement (as defined in the Amended and Restated Order) on notice to or 

consent of the Interim Receiver, or on further order of the Court. The Interim Receiver 

notes that, as of the date of this report, Sears has not provided notice of termination of the 

Concession Agreement to the Interim Receiver. 

, 
The Interim Receiver made its :first report to the Court on December 20, 2013 (the "First 

Report"), which is attached (without appendices) as Appendix "A". The pm-pose of this 

report (the "Second Report") is to provide an update to the Court on: 

a) The Intelim Receiver's activities since the First RepOlt; 

b) The relief sought in the hearing scheduled for January 9, 2014 (the "January 9 

Hearing"), including for an order (the "Receivership Order"): 

i) Continuing the Interim Receivership Proceedings as Receivership 

Proceedings under section 243 of the BIA; 

ii) Approving the activities of the Interim Receiver as set out in the First and 

Second Reports; and 

iii) Approving a sales process for the Company's rental portfolio assets (the 

"Rental Portfolio Sales Process"); and 

c) The anticipated actions to be taken after the January 9 Hearing. 

TERMS OF REFERENCE 

5. In preparing this repOlt and conducting its analysis, the Intelim Receiver has obtained and 

relied upon certain unaudited, draft and/or internal financial information of the Company, the 

Company's books and records, and discussions with various parties including former SHS 

employees retained on an interim basis by the Interim Receiver (collectively, the 

"Infonnation"). 

6. Except as otherwise described in this report: 

2 
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8. 

a) The Interim Receiver has not audited, reviewed or otherwise attempted to veruy the 

accuracy or completeness of the Information in a manner that would wholly or 

partially comply with Generally Accepted Assurance Standards pursuant to the 

Canadian Institute of Chru.tered Accountants Handbook; 

b) The Receiver has not conducted an examination or review of any financial forecast 

and projections in a manner that would comply with the procedures described in the 

Canadian Institute of Chru.tered Accountants Handbook. 

Future oriented financial information referred to in this report is based on estimates and 

assumptions. Actual results may vary from forecast, even if the assumptions materialize, 

and such variations may be significant. 

Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian 

Dollars and exclude harmonized sales tax ("HST'). Capitalized terms not otherwise defined 

ru.·e as defined in the Appointment Order. 

ACTIVITIES OF THE INTERIM RECEIVER 

9. Since the time of the First Report, the Interim Receiver has completed several activities 

pursuant to its duties and powers as set out in the Appointment Order. The activities 

have been primarily focused on the following: 

a) 

b) 

c) 

d) 

Reviewing the Company's outstanding work orders to determine which are to be 

completed, pursuing a support agreement with Sears regarding same, and 

assisting the Company in its resumption of limited operations; 

Forecasting the cash flow requirements of the Interim Receivership Proceedings 

and any subsequent proceedings after the January 9 Hearing, and arranging 

funding for same; 

Reviewing certain cash receipts and payments which occurred in the week prior 

to the Date of Appointment; 

Reviewing celtain creditor claims received to date by the Interim Receiver and 

its counsel; and 

3 
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e) Working with counsel for Sears on the plans for the January 9 Hearing, 

including seeking the appointment of PlicewaterhouseCoopers Inc. as receiver of 

the Company under section 243 of the BIA and developing the Rental Portfolio 
~ 

i Sales Process. 
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10. The Interim Receiver has also performed other activities incidental to its duties and 

powers under the Appointment Order and the BIA, together with other operational and 

statutOlY requirements, including the following: 

a) Reviewing and reconciling accounting information provided by the Company, 

and assistance with cut-off of pre- and post-Date of Appointment accounting in 

the Company's financial records; 

b) Arranging alternative insurance coverage for SHS and the Interim Receiver, as 

the Company's existing policy expires on January 11, 2014 and the existing 

insurer is unwilling to extend coverage after that date; 

c) Corresponding with SHS's various landlords regarding occupancy of SHS's 

leased premises, and communicating with SHS's utility and service providers 

regarding post-appointment services; 

d) Communications with Canada Revenue Agency and the various provincial tax 

offices regarding completion of SHS's harmonized sales tax returns and 

provincial sales tax returns up to December 13, 2013 and making arrangements 

with respect to post-appointment tax returns, as required; 

e) Completing records of employment for SHS's former employees; 

f) Working on the Interim Receiver's communication strategy and updating and 

posting frequently asked questions and answers on the Interim Receiver's 

website to provide information to customers, former employees, installers, 

contractors, third party licensees and various other interested parties; 

g) Safeguarding the Company's inventory and other assets at its rented warehouses 

across Canada; 

h) Liaising with Sears to assist in managing information requests from former SHS 
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customers seeking service and warranty work, which Sears is performing as 

described below; 

i) Numerous discussions with parties expressing an interest in acquiring some or 

all of the Company's assets and operations; 

j) Communicating with Sears and Alaris and their counsel regarding the status of 

the Interim Receivership Proceedings. 

11. The Interim Receiver has established a website (www.pwc.com/car-shs) for creditors, 

customers and other stakeholders to obtain fUlther information on the Interim 

Receivership Proceedings. As of January 2, 2014 the website had received over 5,300 

visits. The Company's call center (1-800-469-4663) has responded to over 11,600 calls 

with information on the Interim Receivership Proceedings to December 31, 2013. The 

Interim Receiver's phone hotline (1-855-376-8474) has received over 2,000 calls, and its 

email address (shs.questions@ca.pwc.com) has received over 500 emails. These are being 

responded to by the Interim Receiver and former SHS staff retained by the Interim 

Receiver as quickly as possible. 

LIMITED RESUMPTION OF OPERATIONS AND BACKSTOP AGREEMENT 
WITH SEARS 

12. The Interim Receiver has worked with SHS on the limited resumption by SHS of its 

business activities, with the support of Sears to mitigate the potential financial loss to the 

estate from doing so. 

13. The products and services that SHS performed included a range of interior and exterior 

home renovations, repairs, and other home maintenance services, in addition to the sale 

of air conditioners, furnaces, fireplaces, and interior and exterior renovation-related 

products, as well as installation and assembly of products purchased at Sears retail outlets 

(collectively the "Services"). 

14. SHS acquired the assets to perform the Services under the terms of an Asset Transfer 

Agreement dated December 20, 2012 (the "ATA"), and t1te provision of the Services was 

i governed by the terms of a Branded Concession Agreement between Sears and SHS dated 

December 20, 2012 (the "BeA"). The Services were sold by employees of the Company, 

primarily at Sears locations and from visits to customer sites. Product used or installed as 
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16. 

17· 

part of the Services was also ordered by employees of the Company. The performance of 

the Services, including installation of purchased products, was done by independent 

contractors engaged by SHS. 

Certain Services, including carpet/upholstery and duct cleaning services (collectively 

"PSP Jobs") were performed by licensees (the "Licensees") pursuant to the terms of a 

license agreement that was assigned to SHS by Sears as part of the ATA. Sears "has 

informed the Interinl Receiver that it gave notice of the assignment of the license 

agreements to the affected licenses substantially in the form of notice attached as 

Appenilix "B". SHS manages a portion of the generation of leads for new PSP Jobs as 

well as the processing of payments for this work, and receives a portion of the revenue 

generated by PSP Jobs depending on the nature of the work performed. 

In the First Report, the Interinl Receiver advised that it was reviewing orders for Services 

that were received by SHS prior to the Date of Appointment and which have not yet 

resulted "in installations or other work performed in customer homes (the "Existing 

Orders") to determine whether and how they could be completed, and on what terms 

they may be completed. 

An initial review of the Existing Orders was completed on December 20, 2013. This 

identified a material number of Existing Orders that were expected to generate positive 

cash flow for the estate, and which could be completed before January 11, 2014 when the 

Interinl Receivership Proceedings are due to expire. In general, these jobs consisted of 

orders placed using a Sears-branded credit card, for which the cost of Services had not yet 

been charged. 

18. Based on this initial review, and at Sears's request, SHS and the Interinl Receiver 

evaluated whether it would be appropriate to pursue the completion of certain Existing 

Orders that could result in a net financial benefit to the estate. Potential benefits include 

allowing for realizations of the Company's inventory at the prices previously contracted 

with customers and assisting in preserving potential going-concern sale options for parts 

of the Company pending evaluation by the Interim Receiver and the Secured Creditors. 

However, the Interinl Receiver wished to mitigate the potential downside risk of the 

estate suffering losses specifically from the incremental costs of completing the Existing 

Orders and in connection with managing the Licensees in connection with the PSP Jobs. 
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On December 27, 2013, SHS and Sears entered into an agreement (the "Backstop 

Agreement"), a copy of which is attached at Appendix "e", which provides support to 

SHS and the Interinl Receiver from Sears for the completion Existing Orders and 

managing the Licensees in connection with PSP Jobs. The key terms of the Backstop 

Agreement include the following: 

a) SHS, in consultation with Sears, shall use its commercially reasonable efforts to 

identify those Existing Orders that have a reasonable prospect of being 

completed on or before January 11, 2014 (being the expiry date of the Interim 

Receivership Proceedings), and seek to schedule those jobs for completion with 

the relevant customers and installers (such orders being called Scheduled Jobs); 

b) SHS shall use commercially reasonably efforts to re-commence the 

carpet/upholstelY cleaning and duct cleaning businesses previously provided by 

SHS through third party licensees (i.e. PSP Jobs); 

c) 

d) 

SHS makes no representation or warranty to Sears whatsoever in connection 

with the work performed in connection with the Scheduled Jobs. Sears shall, at 

its own expense, honour any warranty made previously by SHS with respect to 

the Scheduled Jobs completed; 

Sears shall remit to SHS the funds received in respect of completed Scheduled 

Jobs, net of the Merchant Fee and Commission (as defined in the Backstop 

Agreement). These amounts will be released without setoff, netting or deduction 

for costs associated with products or services provided prior to the Date of 

Appointment. SHS shall be responsible for paying parties who snpply work for 

the Scheduled Jobs or carpet, upholstery, and duct cleaning services sold to 

customers; 

e) Sears agrees that it shall pay to SHS the amount of Losses, if any, incurred by 

SHS in connection with the activities contemplated by the Backstop Agreement. 

"Losses" is a defined term in the Backstop Agreement. In summary, Losses 

mean any losses incurred due to the direct labour and material costs relating to 

the performance of the Scheduled Jobs and PSP Jobs. Pursuant to the Backstop 

Agreement, Sears does not agree to include other overhead costs (with the 

7 

24 



r 
I 

! 

~ 

I 
I 

~ 

! 

~ 

, , . 

limited exception of some information technology costs) and the fees of the 

Interim Receiver and its counsel in calculating the Losses. Sears agrees that it 

cannot claim the Losses that it funds against the estate. 

f) Sears shall not be prevented from electing to honour a warranty claim for an 

SHS customer for work performed prior to the Date of Appointment, subject to a 

reservation of rights in connection with any claims Sears may assert against SHS 

as a result of such claims. 

20. Since the execution of the Backstop Agreement, SHS and the Interim Receiver have been 

working to schedule the Existing Orders with both customers and contract installers. As 

part of this, customers and installers are required to sign an agreement (the 

"Confirmation Agreements") with SHS to, among other things, acknowledge the 

terms under which work is being performed. According to SHS's books and records at 

the date of this Second Report, contract installers (which excluded the Licensees and 

21. 

22. 

23· 

ordinary trade suppliers) as a group were owed approximately $973,000 as at the date of 

the Appointment Order. It is a condition of the Confirmation Agreements with installers 

that they agree in advance with SHS to complete new Scheduled Jobs without demanding 

payment of any amounts owed to them prior to the Date of Appointment. 

As of January 2, 2014, SHS was seeking to schedule approximately 284 Existing Orders 

with customers and contract installers. A further 204 Existing Orders requiring 

additional inventory (such as windows and doors which are currently produced and 

sitting with the manufacturers) may also be scheduled, subject to further discussions with 

the Secured Creditors on a viable go forward plan and securing sufficient and stable 

financing. 

SHS will contact individual customers with eligible Existing Orders once contract 

installers have been confirmed to perform the work. 

Also as of January 2, 2014, SHS and the Interim Receiver sent notice to 47 Licensees who 

perform carpet/upholstery and duct cleaning licensees advising that SHS was agreeing to 

resume these operations on the basis of the Licensees signing a Confirmation Agreement 

with SHS to, among other things, acknowledge the terms under which work is being 

performed. Similarly to the contract installers, Licensees are required to acknowledge 

8 



~ , . 

that they will complete new orders without demanding payment of any pre-filing amounts 

owed. According to SHS's books and records at the date of this repOlt, Licensees as a 

group were owed approximately $1.8 million as at the date of the Appointment Order 

(though this includes amounts owing to Licensees who performed work other than 

carpet/upholstery and duct cleaning services). 

24. It is currently anticipated that, should the Interim Receivership Proceedings be continued 

as discussed later iu this report, SHS will seek to schedule additional Existing Orders and 

PSP Jobs for completion to January 17, 2014, subject to an agreed extension of the term of 

the Backstop Agreement to that date and Sears providing the Borrowings as discussed in 

~ more detail below. 

25. For emergency repairs, warranty or service work required by customers of SHS for 

Services that were either incomplete on or performed plior to the Date of Appointment, 

the Interim Receiver continues to work with Sears to identify such work orders so that 

r- Sears may elect whether it wishes to complete such work immediately. This specific type 

of work is not expected to result in a net financial benefit to SHS. 

26. Counsel for Sears has indicated to the Interim Receiver that to the extent that Sears has 

rights to asselt clainIs against SHS under the BCA (or any related agreements) for 

indemnity, it reserves its right to assert a claim for such expenses, and that any work 

Sears elects to perform for customers of SHS itself should be done so on a without 

prejudice basis (on the part of Sears and the Interim Receiver). The Interim Receiver also 

reserved its right to review and vet any such clainIs and has not yet reviewed the merits of 

any clainIs which Sears may wish to assert pursuant to the BCA or otherwise. 

CASH FLOW FORECAST AND FINANCING OF RECEIVERSHIP 
PROCEEDINGS 

27. Attached as Appendix uD" is a summary of actual cash flows to December 27, 2013 and 

forecast cash flows to March 28, 2014 (the "Cash Flow Forecast"), on the assumption 

these proceedings will be continued in their current form or as Receivership Proceedings 

following the January 9 Hearing. 

28. As of the Date of Appointment, the Company had approximately $1.2 million in cash in its 

bank accounts that was recovered by the Interim Receiver. From the Date of 
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Appointment to January 3, 2014, the Interim Receiver received approximately $32,000 in 

miscellaneous accounts receivable collections, and paid or incurred costs required to carry 

out its duties under the Appointment Order totaling approximately $490,000, excluding 

the professional costs of the Receiver and its counsel. These costs primarily related to 

premises rent; costs for former SHS staff retained by the Interim Receiver to assist in 

securing the assets, taking inventories, securing and obtaining information from the 

books and records, addressing customer and supplier inquiries and other essential 

activities; the cost of the Company's third party systems provider and call center; and 

amounts payable to Sears pursuant to the BCA. Accordingly, as of January 3, 2014, the 

Interim Receiver held net available cash (after deducting accrued obligations) of 

approximately $706,000. 

29. As described further below under the heading "Claims" (at paragraph 42), the Interim 

Receiver has recently received notice of two potential construction lien trust claims, as 

well as other potential trust claims, that are being asselted over funds held by SHS and 

Sears. 

30. The funding of the receivership is currently anticipated to be addressed through 

Receiver's borrowings, proceeds from asset sales and any surplus proceeds from the 

completion of Scheduled Jobs and PSP Jobs, to the extent that these sources of cash are 

available when required. As discussed below, Sears has agreed to advance Borrowings (as 

defined below) permitting the Interim Receiver to maintain the $706,000 currently being 

held by the Interim Receiver as a contingency reserve. 

31. The Interim Receiver requested funding (the "Borrowings") from Sears as permitted by 

the Appointment Order through an Interim Receiver's Borrowing Celtificate, which is 

secured on a priOlity basis by the Receiver's Borrowing Charge. Sears provided 

Borrowings of $324,000 on January 6, 2014, at an annual interest rate of 9% 

compounded monthly. The Intelim Receiver notes that this rate is equivalent to the 

interest rate on the Secured Creditors' existing loans, including default interest. 

32. Funding is required in order to maintain the operations of SHS during the receivership 

process. This principally includes payroll costs for the limited employees retained by the 

Receiver, rent and utilities on leased premises across Canada, and the Company's third 

party systems provider and call center. The Cash Flow Forecast illustrates the use of the 
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BOITOwings on the basis of continuing the limited operations described above for the 

forecast period. The Borrowings would cover expected costs through the week of January 

17, after which point the available cash from the Borrowings would be substantially used 

in full (including accrued obligations) if no other receipts from operations or asset sales 

are realized. 

33. The Cash Flow Forecast does not reflect any receipts from asset sales, the limited 

continuation of operations described above, or from other sources, as the Interim 

Receiver cannot estimate the quantum or timing of such receipts at this point in time. 

Such receipts may reduce the amount of further Borrowings required. 

34. The Borrowings, as well as the Intelim Receiver's fees and those of its counsel during the 

forecast period, will be paid from available cash and the sale of SHS's assets, including 

from the Rental Portfolio Sales Process described below. Additional Borrowings may also 

be required to pay the Interim Receiver's fees and those of its counsel, which continue to 

accrue. 

35. The Borrowings are only sufficient to provide the Interinl Receiver, Sears, A1aris and 

other stakeholders of the Company with a brief period in which to consider the way 

forward in these proceedings with a view to maximizing recoveries for all stakeholders. 

SHS PRE-FILING CASH TRANSACTIONS 

36. In the First RepOlt, the Interinl Receiver indicated that it had frozen the bank accounts 

(the "HSBC Accounts") held by the Company with HSBC Bank Canada ("HSBC"), and 

established new accounts in the name of the Interim Receiver at the Royal Bank of 

Canada. The HSBC Accounts consisted of one Canadian dollar account and one US dollar 

account. The Interim Receiver is informed by former SHS employees that the HSBC 

Accounts were general operating accounts used for the receipt of funds for the sale of a 

wide range of products and services, as well as for making payments to the Company's 

various creditors including employees, trade creditors, installers, contractors, and other 

parties. In the normal course of business, credit card transactions for customer payments 

(both on Sears-branded cards as well as third party credit cards) would be cleared through 

merchant account systems managed by Sears, and the cleared funds would then be 

remitted to SHS and deposited into the HSBC Accounts. SHS did not maintain any 

11 
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segregated trust accounts and all funds received by SHS were co-mingled in tbe HSBC 

Accounts . 

. Sears has informed the Interim Receiver tbat it is currently witbholding certain funds 

from SHS related to pre-filing transactions. The Interim Receiver has requested a 

reconciliation of tbe funds held by Sears, which is expected to be provided shortly. The 

Interim Receiver will continue to pursue an accounting from Sears witb respect to tlle 

funds it holds and a release of funds payable to SHS. 

38. In tbe First Report, tbe Interim Receiver noted tbat tbe balance of funds transfelTed to the 

Interim Receiver by HSBC had been revised downwards by approximately $695,000 from 

tbe initial amount indicated. This related to certain cheques or payments which had been 

presented and accepted by HSBC for payment prior to tbe Interim Receiver's appointment 

but for which tbe account balance had not yet been updated. The Interim Receiver has 

reviewed tbese transactions and noted tbat approximately $616,000 of tbe payments were 

for remittances of employee deductions at source made by the Company shortly before tbe 

Interim Receiver's appointment. The Interim Receiver considers that most if not all of 

tbese funds would have been subject to a statutory deemed trust in favour of tbe relevant 

taxation autborities at the time of tbe Interim Receiver's appointment had tbe remittances 

not been made. The remaining payments included small amounts for workers' 

compensation premiums, employer healtb tax, and legal fees. 

39· Also as indicated in tbe First Report, tbe Interim Receiver is aware of otber amounts that 

were paid by the Company prior to the Interim Receivership Proceedings. Included in 

Appendix "E" is a breakdown of tbe cash receipts and payments from December 9 to 13, 

2013, the week preceding tbe Date of Appointment, which are summarized as follows: 

Opening bank balance at December 9, 2013 $2.2 million 

Cash receipts 

Cash payments 

Closing bank balance at December 13, 2013 

$1.5 million 

($2.5 million) 

$1.2 nilllion 

The $1.2 Inillion of funds remaining after tbese transactions was swept from tbe HSBC 

accounts following tbe Date of Appointment as described in the First Report. 

40. The receipts consisted primarily of co-mingled funds transferred by Sears for various 
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customer purchases and deposits. 

41. The payments consisted of the following: 

CLAIMS 

a) $2.0 million was paid for employee-related cllsbursements. Of this: 

i) $1.3 million related to employee compensation costs including payroll, 

accrued vacation pay, and employee expense reports. The Interim 

Receiver understands from former SHS employees that these payments 

resulted in the vast majority of Company employees being paid in full 

up to the Date of Appointment for pre-filing wage and accrued vacation 

pay obligations. The Interim Receiver notes that these payments 

substantially reduced potential amounts payable to employees on 

account of priority obligations pursuant to sections 81.4 and 81.6 of the 

BIA, but may in some case have exceeded the priority lien of $2,000 

per employee. 

ii) $0.7 million related to Crown remittances for employee deductions at 

source related to the wage and vacation payments referred to above. As 

noted above, the Interim Receiver considers that most if not all of these 

funds would have been subject to a statutory deemed trust in favour of 

the relevant taxation authorities at the time of the Interim Receiver's 

appointment had the remittances not been made. 

b) The remaining $0.5 million related to trade creditor obligations, sales tax 

remittances, professional costs, and a customer refund. 

42. The Interim Receiver has not made a general call for claims from creditors. However it 

has received claims from several parties asserting priority claims in these Interim 

Receivership Proceedings. 

43. The Interim Receiver has received several claims pursuant to section 81.1 of the BIA for 

the repossession of certain inventory by unpaid suppliers. The statutory deadline for 

filing such claims has now passed and the Interim Receiver is considering all claims 
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received in accordance with its duties. 

44. The Interim Receiver is reviewing the potential existence of other priority claims for 

statutory deemed trust amounts, or priority claims pursuant to sections 81.4 and 81.6 of 

theBIA. 

45. The Interim Receiver has recently received notice of trust claims from the following 

parties retained by SHS to perform Services for customers of SHS prior to the Date of 

Appointment, including the following: 

a) 

b) 

Three claims for which the claimants have filed builders' liens against customers' 

properties in connection with unpaid amounts, including Cedar Grove Building 

Products Ltd. (claiming $267,000), Rocky View Roofing Inc. (claiming 

$1,018.55) and 1310294 Alberta Ltd. (claiming $432.97); and 

Two claims from installers asserting that SHS is holding funds impressed with a 

trust, including Katrich Holdings Ltd. (claiming $21,635.32) and RDJ Holdings 

Ltd. (claiming $16,368.09). 

46. The Receiver has not yet determined whether any of the trust claims relating in the funds 

recovered by the Interim Receiver after the Date of Appointment al'e valid. 

APPOINTMENT OF RECEIVER PURSUANT TO SECTION 243 OF THE BIA 

47. The application for the Receivership Order contemplates the appointment of 

PricewaterhouseCoopers Inc. as Receiver pursuant to section 243 of the BIA, the approval 

of the Interim Receiver's activities to date, and the continuation of the Interim 

Receivership Proceedings as a national receivership under the BIA (the "Receivership 

Proceedings"). 

48. TIle term ofthe Interim Receivership Proceedings is limited to January 11, 2014 under the 

Appointment Order (and as continued under the Amended and Restated Order). At the 

Date of Appointment, Sears had just issued a Notice of Intention to Enforce Security 

pursuant to section 244 of the BIA, but the statutory notice period had not yet expired. 

The Court granted the Appointment Order, which was sought by the Company, on the 

basis that the Company consented to the making of the order and that the appointment of 
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an interim receiver was necessary for the protection of the debtor's estate. 

49. The Interim Receiver considers that the continuation of the Interim Receivership 

Proceedings as Receivership Proceedings is appropriate in the circumstances. The issues 

which precipitated the initiation of the Interim Receivership Proceedings as set out in the 

initial application materials, including the insolvency of the Company and the need for the 

protection of the Company's estate, are continuing. The Interim Receiver has taken 

possession of the assets and operations of the Company and, as indicated above, has been 

working closely with Sears on plans to continue limited operations. Further time is 

required to pursue the realization of the Company's assets and to distribute these 

proceeds in an orderly manner, which can be accomplished through the Receivership 

Proceedings. 

RENTAL PORTFOLIO SALES PROCESS 

50. The application for the Receivership Order also contemplates the approval of the Rental 

Portfolio Sales Process described below. 

51. The Interim Receiver is aware of a number of parties who are potentially interested in 

acquiring some of the assets or operations of SHS. Prior to the Interim Receivership 

Proceedings, SHS had spoken with a number of parties regarding their interest in 

purchasing the Company's rental portfolio assets (the "SHS Rental Portfolio"). Two 

preliminary expressions of interest were received from third parties prior to the Date of 

Appointment, and one of these expressions of interest was signed back by SHS. The 

Interim Receiver is aware that at least one of these parties remains interested in 

completing a transaction. 

52. Additional parties have contacted the Interim Receiver since the Date of Appointment to 

express their interest in purchasing some of the Company's other assets and operations. 

The Interim Receiver will evaluate the options available to pursue such realizations with 

the Secured Creditors shortly. 

53. The Interim Receiver considers it appropriate to seek the Court's approval of the Rental 

Portfolio Sales Process at this time in order to facilitate the timely completion of a sale of 

the SHS Rental Portfolio. The SHS Rental Portfolio is comprised of assets and contracts 

which are unique and separable from the rest of the Company's business operations, and 
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offer has been accepted. The Receiver shall take such steps as may be necessary 

to facilitate a closing of the Accepted Offer within 30 days following the Offer 

Deadline, and subject to the approval of the Court. 

The Interim Receiver is of the view that the total time period contemplated by the Rental 

POltfolio Sales Process provides a reasonable period in which the Receiver, if appointed, 

will be able to ascertain if an acceptable transaction for the SHS Rental Portfolio can be 

obtained, particularly given that some limited marketing of the SHS Rental Portfolio has 

already occurred. Equally, it is anticipated that the Rental Pottfolio Sales Process will 

result in a transaction that will provide further liquidity in order to complete these 

proceedings and facilitate a distribution to creditors. 

The Interim Receiver notes that additional funding by way of Receiver's borrowings (or 

funds from other asset sales) will be required to fund the cost of completing the Rental 

Portfolio Sales Process. As part of the planned discussions with the Secured Creditors 

noted above regarding the way forward for these proceedings, the Interim Receiver will 

address this issue with Sears and Alaris. 

ANTICIPATED ACTIONS AFTER THE JANUARY 9 HEARING 

58. Following the January 9 Hearing, and assuming the continuation of the Interim 

Receivership Proceedings as Receivership Proceedings, the Interim Receiver or 

PricewaterhouseCoopers Inc. as Section 243 Receiver intends to perform, inter alia, the 

following actions: 

a) Continue to pursue the completion of Existing Orders and PSP Jobs under the 

Backstop Agreement (once extended); 

b) Commence the Rental Portfolio Sales Process, if approved, and develop further 

realization plans for the balance of the Company's assets and operations; 

c) Work with Sears and Alaris to consider the way fOlward in these proceedings 

with a view to maximizing recoveries for all stakeholders, and address any 

further funding requirements arising therefrom; 

d) Continue responding to requests for information from interested parties, 

including customers and creditors, and coordinate with Sears on requests for 
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urgent repair or warranty work; and 

e) Address and resolve outstanding priority clams of creditors, and consider 

whether a broader claims process may be required; and 

f) Other administrative and statutory duties, including processing of payrolls for 

retained employees and payments for services provided. 

RELIEF SOUGHT 

59. The Interim Receiver respectfully requests this Court grant the Receivership Order, 

including the approval of the Rental Portfolio Sales Process described herein. 

All of which is respectfully submitted on this 7th day of January, 2014. 

PricewaterhouseCoopers Inc. 
In its capacity as Interim Receiver of SHS Services Management Inc. / Gestion des Services SHS 
Inc. and SHS Services Limited Partnership 

m·aAJH 
Mica Arlette 
Senior Vice President 

18 



TABC 



r 
I 
, ; 

r 

I , 

-
I , 

r 
I 

r 
~ 

I ' 

Court File No. CV-13-10370-00CL 

SHS Services Management Inc. / 
Gestion des Services SHS Inc. 
SHS Services Limited Partnership 

RECEIVER'S TIllRD REPORT TO THE COURT 

January 28, 2014 



i , 

Court File No. CV-13-10370-00CL 

ONTARIO 
SUPERIOR COURT OF .roSTICE 

(COMMERCIAL LIST) 

IN TIm MATTER OF mE RECEIVERSHIP OF SHS SERVICES MANAGEMENT 
INC.! GESTION DES SERVICES SHS INC. AND SHS SERVICES LIMITED 

PARTNERSHIP 

mIRD REPORT TO THE COURT 
SUBMITTED BYPRICEWATERHOUSECOOPERS INC. 

IN ITS CAPACITY AS RECEIVER 

lNTRODUCI'ION 

1. By Order (the "Appointment Order") of Mr. Justice Morawetz of the Ontario Superior 

Court of Justice (Corrunercial List) (the "Court") dated December 13, 2013 (the "Date of 

Appointment"), pUl·suant to section 47 of the BanJol1ptr:y and Insolvenr:y Act, R.S.C. 1985 

c.B-3; as amended (the "B~') and section 101 of the Courts of Justice Act, R.S.O. 1990, c. C-

43, as amended (the "CJA"), PricewaterhouseCoopers Inc. ("PWC") was appointed as interim 

receiver and receiver (in both capacities referred to as the "Interinl Receiver") of all of the 

assets, undertaldngs and properties of SHS Services Management Inc. ! Gestion des Services 

SHS Inc. ("SHS") and SHS Services Limited Partnership ("SHS LP,,, and collectively with 

SHS, the "Company") acquired for, or used in relation to a business carried on by the 

Company, including all proceeds thereof (the "Property"). These proceedings up to the 

Interim Receiver's discharge on January 9, 2014 (as noted below) shall be referred to herein as 

the "Interim Receivership Proceedings". 

2. The application for the Appointment Order was brought by the Company. The Company's 

principal secured creditors are Sears Canada Inc. C'Sears") and Alaris Income Growth Fund 

Partnership ("Alaris"), pursuant to the terms of a loan agreement with SHS. 

3. On January 9, 2014, by order (the "Receivership Order") of Mr. Justice Brown of the 

Court, PwC was appointed as receiver (in such capacity, the "Receiver"), without 

security, of the Property pursuant to section 243 of the BIA, and was discharged as 

Interinl Receiver. These proceedings shall be referred to as the "Receivership 
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Proceedings". 

The Interim Receiver made two reports to the Court on 'December 20, 2013 (the "FIrst 

Report") and January 7, 2014 (the "Second Report") during the Interim Receivership 

Proceedings. The purpose of this report (the "Third Report") is to infonn to the Court on: 

a) The Receiver's activities since the Second Report: 

b) The Receiver's statement of receipts and disbursements for the period from the Date 

of Appointment to January 24, 2014, the forecast cash flows to March 28, 2014, and 

the potential funding requirements indicated therein: 

c) The relief sought in the hearing scheduled for Febl1lalY 4, 2014 (the "February 4 

Hearing"), including for an order (the ''February 4 Order"): 

i) Authorizing the Receiver to enter into an auction services agreement (the 

"Auction Agreement"), and a transaction to sell the Auction Assets (as 

defined below), and vesting in the purchaser the Auction Assets free and 

clear of all encumbrances; 

ii) Approving the release of Prepaid Custom Inventory (as defined below) to 

customers; and 

iii) Approving the activities of the Receiver as set out in this Third Report; 

d) The Receiver's views 011 the application by certain licensees of the Company to lift the 

stay of proceedings in the Receivership Order. 

DISCLAIMER AND TERMS OF REFERENCE 

5. In preparing this report and conducting its analysis, the Receiver has obtained and relied upon 

certain unaudited, draft andlor internal financial information of the Company, the Company's 

books and records, and discussions with various parties including former SHS employees 

retained on an interim basis by the Receiver (conectively, the "Jnformation"). 

6. Except as otherwise described in this report: 

a) The Receiver has not audited, reviewed or otherwise attempted to verify the accuracy 
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8. 

or completeness of the Infoonation in a manner that would wholly or partially 

comply with Generally Accepted Assurance Standards pursuant to the Canadian 

Institute of Chartered Accountants Handbook; 

b) The Receiver has not conducted an examination or review of any financial forecast 

and projections in a manner that would comply with the procedures described in the 

canadian Institute ofCharteredAccouutants Handbook. 

Future oriented financial information referred to in this report is based on estimates and 

assumptions. Actual results may vary from forecast, even if the assumptions materialize, 

and such variations may be significant. 

Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian 

Dollars and exclude harmonized sales tax (,'HST"). Capitalized teons not otherwise defined 

are as defined in the Receivership Order. 

ACTIVTI1ES OF THE RECEIVER 

9· Since the date of the Receivership Order, the Receiver has completed several activities 

pursuant to its duties and powers as set out in the Receivership Order. The activities have 

been primarily focnsed on the following: 

a) Developing a strategy for the completion of the Receivership Proceedings, and 

obtaining the support of the Secured Creditors for same; 

b) Forecasting the cash flow requirements of the Receivership Proceedings and 

arranging funding for same; 

c) Assisting the Company in the resumption of limited operations, including the 

completion of certain outstanding work orders; 

d) Conducting the Rental Portfolio Sales Process, as defined and described below; 

e) Seeking offers for the liquidation of the Company's remaining inventory and 

fixed assets; 

f) Reviewing certain creditor claims received to date by the Receiver and its 

counsel; 
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g) Seeking the recovery of certain pre-filing receipts currently being withheld by 

Sears; and 

h) Responding to a notice of motion filed by certain licensees of the Company, as 

more fully described below. 

The Receiver has also performed other activities incidental to its duties and powers under 

the Receivership Order and the BIA, together with other operational and statutory 

requirements, including the following: 

a) Reviewing and reconciling accounting information provided by the Company, 

and assistance with cnt-off of pre- and post-Date of Appointment accounting in 

the Company's financial records; 

b) Communicating 'A>ith Canada Revenue Agency aud the various provincial tax 

offices regarding completion of SHS's harmonized sales tax returns and 

provincial sales tax returns up to December 13, 2013 and making arrangements 

with respect to post-appointment tax returns, as required; 

c) Calculating amounts owed to former employees pursuant to SHS's payroll 

records and provincial legislation for compliance with the Wage Earner 

Protection Program Act requirements. 

d) Updating and posting frequently asked questions and answers on the Receiver's 

website, and responding to phone and e-mail inquiries from customers, former 

employees, installers, contractors, third party licensees and various other 

interested parties; 

e) Safeguarding the Company's inventory and other assets at its rented warehouses 

across Canada; 

f) Ljaising with Sears to assist ill managing information requests from former SHS 

customers seeking service and warranty work, which Sears is performing as 

described below; 

g) Communicating with parties expressing an interest in acquiring some or all of 

the Company's assets and operations; and 
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h) Communicating with Sears and Alaris and their counsel regarding the status of 

the Receivership Proceedings. 

The Receiver has established a website (www.pwc.com!car-shs) for creditors, customers 

and other stakeholders to obtain further information on the Receivership Proceedings. 

From the Date of Appointment to January 24, 2014 the website had received over 9,200 

visits. Additionally, in that period, the Company's call center (1-800-469-4663) has 

received over 30,000 calls seeking information on the Company, the Interim Receivership 

and Receivership. The Receiver's phone hotline (1-855-376-8474) has received over 

4,500 calls, and its email address(shs.questions@ca.pwc.com) has received over 1,200 

emails since the Date of Appointment. These are being responded to by the Receiver and 

former SHS staff retained by the Receiver as quickly as possible. 

RECEIVER'S STATEMENT OF RECEIPTS AND DISBURSEMENTS 

12. The Receiver's statement of receipts and disbursements for the period from the Date of 

Appointment to January 24, 2014 is detailed in Appendix "N' and is summarized as 

follows: 

STATEMENT OF RECEIPTS AND DISBURSEMENTS 
For the Period from Der::ember13, 2013 to January 24. 2014 

in S 000'$ 

Total ROCQipts 261 

Dlsbursemontsi 
Employee Costs 158 

Rent I Lease Payments 131 

Other OperalirS Costs 101 

Installer Payments 23 

SealS BranOO<! COncession Agreement Paymec)ts 127 

Total Disbursemonls 539 

Net Cash Flow [278} 

Opening Cash 1,205 

Net Cash FloW (276 

Funds Recei\ed Under Recei\ef's Borrowings 427 

ReseM for s.81.1 claims (64 

Contingency Re$el\G (70S) 

Ending Cash Balance 564 

13. In addition to the amounts shown above, accrued obligations for operating costs, 

employees and installer payments (excluding accrued and unpaid professional fees) 

totaling approximately $334,000 were outstanding. Accordingly, the net available cash 
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balance available to the Receiver is approximately $250,000. 

Customer receipts include amounts collected from the completion of Existing Orders (as 

defined below). The Receiver has reserved $64,000 frQm these receipts that relate to the 

Company's cost of certain inventory sold through completion of the Existing Orders, 

which inventory is potentially subject to claims of suppliers for the repossession of unpaid 

inventory pursuant to section 81.1 of the BlA (the "81.1 Claims"). The distribution of 

these funds will be made once these claims are finally determined. 

15. As discussed in the Second Report, the Receiver held net available cash (after deducting 

accrued obligations) of approximately $706,000 as of January 3, 2014. The Receiver 

requested funding (the "Borrowings") from Sears and Alaris as permitted by the 

Appointment Order and the Receivership Order through the issuance of BorrOwing 

Certificates, which are secured on a priority basis by the Receiver's Borrowing Charge. To 

date, $427,000 has been advanced as Borrowings, permitting the Receiver to maintain 

the $706,000 as a contingency reserve. The Borrowings have been made at an annual 

interest rate of 9% compounded monthly, which is equivalent to the interest rate on the 

Secured Creditors' existing loans, jncluding default interest. 

CASH FLOW FORECAST AND FINANCING OF RECEIVERSHIP 
PROCEEDINGS 

16. Attached as Appendix "B" is an updated summary of forecast cash flows to March 28, 

2014 (the "Cash Flow Forecast"). 

17. The funding of the receivership is currently anticipated to be addressed through 

Borrowings, proceeds from asset sales and any surplus proceeds from the completion of 

Existing Orders and PSP Jobs (both as defined below), to the extent that these sources of 

cash are available when required. 

18. Funding is required in order to maintain the operations of SHS during the receivership 

process. This prinCipally includes payroll costs for the limited employees retained by the 

Receiver, rent and utilities on leased premises across Canada, and the Company's third 

party systems provider and call center. The Cash Flow Forecast illustrates the use of the 

Borrowings on the basis of continuing limited operations for the forecast period. 

19. The current Borrowings would cover forecast operating costs through the week of 
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22. 

February 7, albeit with a very limited cushion for contingencies in that week, after which 

point the available cash would be substantially used in full (including accrued obligations) 

if no other receipts from operations or asset sales are realized, or no further Borrowings 

are made. 

The Cash Flow Forecast does not reflect any receipts from asset sales, the completion of 

Existing Orders (described below), or from other sources, as the Receiver cannot estimate 

the quantum or timing of such receipts at this point in time. Such receipts may reduce the 

amount of further Borrowings required. 

The Borrowings, as well as the Receiver's fees and those of its counsel, will be paid from 

available cash and the sale of SHS's assets, including from the sale of the Auction Assets 

and completion of the Rental Portfolio Sales Process described below. Additional 

Borrowings may also be required to pay the Receiver's fees and those of its counsel, which 

continue to accrue. 

Given the uncertainty regarding the timing and quantum of receipts, the continuation of 

the Receivership Proceedings has been dependent on funding by the Secured Lenders 

through the Borrowings. The Receiver has made requests of the Secured Lenders to 

provide sufficient funding (based on forecasts provided to the Secured Lenders) to the end 

of February 2014, by which point the Receiver hopes to have completed a transaction 

under the Rental Portfolio Sale Process (discussed below, though this transaction may not 

be completed until early March). The ongoing discussions on funding have resulted in 

increased professional costs, which will be borne by the Company's creditors. 

23. The Receiver is not prepared to make financial commitments extending beyond when it is 

confident it will have adequate funds to support the associated costs. To date, the funding 

provided has been linrited, and has only permitted the Receiver to continue operations on 

a week-to-week basis. This has reduced the number of Existing Orders that the Company 

can complete in the Receivership Proceedings, given the need to schedule many of the 

orders out over a longer period than that for which the Receiver has adequate funds. 

24. Sears has inclicated it 'A~ll consider additional funding requests in due course as they arise. 

Should it become apparent that the Secured Lenders are not prepared to provide 

additional Borrowings as required to complete the Receivership Proceedings, the Receiver 
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may be required to curtail the completion of the Existing Orders and other actions being 

taken to improve recoveries to the estate, or seek additional Borrowings from other 

sources. The Receiver may also seek further advice and direction of the COUlt if necessary. 

LIMITED RESUMPTION OF OPERATIONS AND BACKSTOP AGREEMENT 
WITH SEARS 

25. As outlined in tlle Second Report, the Receiver has worked with SHS on the limited 

resumption by SHS of its business activities, with the support of Sears to mitigate the 

potential financial loss to the estate from doing so. Potential benefits of completing this 

work have included allowing for realizations of the Company's inventory at the prices 

previously contracted with customers, and preserving potential sale and realization 

options for the Company's assets and operations pending evaluation by the Receiver and 

the Secured Creditors. 

26. The Receiver has pursued the completion of certain orders for SHS's services that were 

received by SHS prior to the Date of Appointment which had not resulted in installations 

or other work performed in customer homes, but which were expected to generate 

positive cash flow for the estate (the "Existing Orders"). As of January 23, 2014, SHS 

had completed 100 of the Existing Orders during the Interim Receivership and 

Receivership Proceedings for gross revenue of approximately $227,000. A further 28 

orders for $65,000 of gross revenue are scheduled for completion. The net recovery from 

the completion of these Existing Orders will be reduced for amounts payable to installers 

for tlris work, as well as the resolntion of the sl.1 Claims. 

27. Also as discussed in the Second Report, the Receiver has sought to resume certain 

carpet/upholstery and duct cleaning services (collectively "PSP Jobs") were peliormed 

by licensees (the ''Licensees'') pursuant to the terms of a license agreement that was 

assigned to SHS by Sears prior to the Receivership Proceeclings. However, to date only 

one of the 47 Licensees has agreed to sign a conftrmation agreement with SHS to, among 

other things, acknowledge the terms under which work is being performed. The 

application of certain of the Licensees to lift the stay of proceeclings in the Receivership 

Order is addressed further below. 

28. The Backstop Agreement with Sears (as defined and described in the Second RepOlt) 
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provides support to SHS and the Receiver from Sears for the completion of Existing 

Orders and managing the Licensees in connection with PSP Jobs. This agreement 

mitigates the potential downside risk of the estate suffering losses specifically from the 

incremental costs of completing the Existing Orders, and in connection with managing 

the Licensees in connection with the PSP Jobs. The Receiver and Sears have mutually 

agreed to extend the Backstop Agreement to February 7 2014, based on the current 

funding available to the Receiver. 

29. SHS is contacting individual customers with Existing Orders that the Company wishes to 

complete in the Receivership Proceedings once contract installers have been confirmed to 

perform the work. The Receiver is exploring other options for the completion of the 

Existing Orders, including the sale or contracting out of certain Existing Orders that are 

ultimately not pursued by the Receiver. 

30. For emergency repairs, warranty or service worle required by customers of SHS for 

Services that were either incomplete on or performed prior to the Date of Appointment, 

the Receiver continues to work with Sears to identify such work orders so that Sears may 

elect whether it \\1shes to complete such work immediately. TIris specific type of work is 

not expected to result in a net financial benefit to SHS. 

31. Counsel for Sears has indicated to the Receiver that to the extent that Sears has rights to 

assert claims against SHS under the BCA (or any related agreements) for indemnity, it 

reserves its right to assert a claim for such expenses, and that any work Sears elects to 

pelf arm for customers of SHS itself should be done so on a without prejudice basis (on 

the part of Sears and the Receiver). The Receiver has reserved its right to review and vet 

any such claims and has not yet reviewed the merits of any claims which Sears may wish 

to assert pursuant to the BCA or otherwise. 
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UPDATE ON RENTAL PORTFOLIO SALES PROCESS 

32. The Receivership Order approved a sale process (the "Rental Portfolio Sale Process") 

for the Company's portfolio of residential water heater and HVAC rental assets (the "SHS 

Rental Portfolio"). To date, 25 parties have executed non-disclosure agreements and 

reviewed information on the SHS Rental Portfolio. A further 11 pmties have expressed an 

interest in the SHS Rental Portfolio and have been provided a non-disclosure agreement 

for execution. 

33. The deadline for offers in the Rental Portfolio Sale Process is February 10, 2014 (the 

"Offer Deadline"). The Receiver expects to identify a successful bidder for the SHS 

Rental Portfolio shortly after the Offer Deadline, and will proceed to negotiate a definitive 

asset purcl1ase agreement with the successful bidder thereafter. The Receiver shall take 

such steps as may be necessary to facilitate a closing of the Accepted Offer as soon as 

possible following the Offer Deadline, and subject to the approval of the Court. 

34. It is anticipated that the Rental Portfolio Sales Process will result in a transaction that will 

provide further liquidity in order to complete these proceedings and facilitate a 

distribution to creditors. 

LIQUIDATION OF INVENTORY AND AUCTION SERVICES AGREEMENT 

35. At the Date of Appointment, the Company's records indicated that it held inventory with a 

book value of approximately $3.0 million. This primarily consisted of HVAC equipment, 

window and floor covering products, and air :filtration equipment located in the 

Company's warehouses, Sears distribution centres and warehouses, and third party 

logistics locations across Canada. Additionally, the Company's records indicated that the 

Company had fixed assets (excluding the Rental Portfolio assets) with a net book value of 

approximately $3.0 million, of which $1.8 million related to tangible assets (excluding 

leasehold improvements). 

36. The inventory described above included some custom-made products for certain 

customers who paid for these products in full prior to the Date of Appointment (the 

"Prepaid Custom Inventory"). The Receiver is of the view that these customers (the 

"Prepaid Customers") may have a valid property claim to this inventory, and is 
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contacting the affected Prepaid Customers to arrange the collection of the Prepaid Custom 

Inventory upon production of appropriate documentation to substantiate such a claim. 

The Receiver will seek the Court's approval of these actions as part of the Februazy 4 

Order. 

The Receiver, in consultation with the Secured Lenders, determined that it would be 

appropriate to obtain proposals to liquidate the inventory and tangible fixed assets not 

otherwise used, released or sold through the limited operations described above (the 

"Auction Assets"). The Receiver sought proposals from five liquidators requesting 

offers on the InventolY and PPE Assets from the liquidators, and requested that those 

offers provide a net minimum guarantee bid with shared up-side and/or other proposals 

for the purchase of the Auction Assets (the "Proposals"). 

38. As at the date of this repolt, the Receiver is in discussions with three of the five liquidators 

on the terms of their Proposals. The Proposals are expected to be received prior to 

January 31, 2014. The Receiver intends, in consultation with the Secured Lenders, to 

determine if there is a Proposal to take forward as the basis to negotiate a definitive 

Auction Agreement for the Auction Assets. The Receiver will file a supplementalY report 

prior to the February 4 Hearing if it is able to agree the form of a definitive Auction 

Agreement for which the Court's approval will be sought. 

CLAIMS 

39. The Receiver has not made a general call for claims from creditors. However it has 

received claims from several parties asserting priority claims in these Receivership 

Proceedings. 

40. The Receiver received eight 81.1 Claims. The Receiver is considering the claims received 

in accordance with its duties, and has requested additional information from some of 

these parties to substantiate their claims. 

41. The Receiver has estimated the potential priority claims for employee wages and vacation 

pay pursuant to section 81-4 of the BIA at approximately $68,000. The actual amount of 

the priority claim will depend on the final claims :filed by employees and Service Canada. 

The Receiver understands that the Company's pension plan service provider will shortly 

be filing a claim for potential pension priority amounts owing pursuant to section 81.6 of 

11 

47 



~ 
I , 
I 

r 
I 
I 

r 
,...., 

,-

I _ 

r 

42. 

43. 

the BlA. 

The Receiver is reviewing the potential existence of other priority claims for statutory 

deemed trust amounts. 

The Receiver has recently received notice of trust claims from the following parties 

retained by SHS to perform services for customers of SHS prior to the Date of 

Appointment. This includes: 

a) Eight claims for which the claimants have filed builders' liens against customers' 

properties in connection with unpaid amounts, totaling approximately 

$277,000; and; 

b) Three claims from installers asserting that SHS is holding funds impressed with 

a trust, totaling approximately $65,000. 

44. The Receiver has not yet determined whether any of the trust claims relating to the funds 

recovered by the Receiver after the Date of Appointment are valid. The Receiver may seek 

the Court's approval of a claims process in due course to consider the extent, quantum 

and validity of these and other trust claims which may be asserted. 

FUNDS HELD BY SEARS 

45. In the ordinary conrse of SHS' business, payments for work performed by SHS for 

customers are processed by Sears and are then remitted on to SHS, net of merchant fees 

(ranging from 1.7% to 1.85%) and Sears commission (3.5%). 

46. The Receiver understands from the Company's books and records that Sears received 

approximately $1.4 million of payments from customers for work performed prior to the 

Date of Appointment (the "Pre-Filing Customer Payments"). A summary of the Pre­

Filing Customer Payments received by Sears to SI-1S based on the Company's books and 

records is attached as Appendix "C". 

47. In the Second Report, the Interim Receiver noted that Sears has informed the Interim 

Receiver that it was withholding the Pre-Filing Customer Payments, and that the Interim 

Receiver had requested from Sears a reconciliation of the funds it was holding. Since that 
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lime, the Receiver has made several verbal and written requests to Sears to provide an 

accounting of the Pre-Filing Customer Payments and ultimately a request to turn over the 

Pre-Filing Customer Payments to the Receiver. Sears committed to provide the Receiver 

an accounting by the end of day on January 28, 2014. To the extent that Sears fails to 

provide the accounting or the accounting provided by Sears is not satisfactory to the 

Receiver, the Receiver will file a supplementary report in support of further relief to be 

sought in connection with this issue on the return of this motion. 

APPLICATION BY TIlE LICENSEE RESPONDENTS 

48. On January 23, 2014, a notice of motion was filed by counsel for a group of Licensees (the 

"Licensee Respondents") for an order lifting the stay provisions in paragraphs 14 and 

15 of the Receivership Order (the "Stay Provisions") as against the Licensee 

Respondents. 

49. The Receiver wishes to clarify some of the comments made in the notice of motion filed by 

the Licensee Respondents: 

a) At paragraph (g) the Licensee Respondents submit that SHS or the Receiver 

either repudiated the license agreements or have ceased operations. Neither of 

these alleged actions has occurred. As indicated in the Second Report, the 

Receiver has taken actions to seek to continue the Company's operations with 

the support of Sears through the Backstop Agreement. 

b) At paragraph (D the Licensee Respondents submit that the Receiver has not 

proposed attempting to sell the license agreements with the Licensees since the 

outset of the receivership. As indicated in the Second Report, SHS, the Receiver 

and Sears pursued the Backstop Agreement to, among other things, assist in 

preserving potential going-concern sale options for parts of the Company, 

including the work performed by the Licensees. The Receiver has continued to 

pursue these options since that time, and has offered the opportunity to ail 

Licensees to work with the Receiver in the interbn. 

50. As indicated in the Second Report, SHS and the Interim Receiver sent notice to all 47 

Licensees who perform carpet/upholstery and duct cleaning services advising that SHS 

was agreeing to resume these operations on the basis of the Licensees signing a 
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Confumation Agreement with SHS to, among other things, acJmowledge the tel1ns under 

which work is being performed. The Receiver subsequently spoke witll each of the 47 

Licensees by phone. 

51. The Receiver has spoken with each of the Licensees regarding their willingness to work 

with the Receiver going forward. One Licensee is prepared to work witll the Receiver at 

this time. Some of the other Licensees have indicated that they may wish to work with the 

Receiver going forward subject to amending certain terms of their license agreements. 

The Receiver has not consented to these proposed amendments, as (among other things) 

they would restrict the ability of the Receiver to assign these agreements to any third 

party. 

52. Among other things, the license agreements provide for the use by the Licensees of certain 

intellectual property of Sears. The Receiver is of the view that ilie assignment of iliose 

license agreements to oilier parties would require ilie consent of Sears, which in the 

current circumstances it does not expect will be granted. 

53. The Receiver takes no position on the application of the Licensee Respondents insofar as 

it pertains to a lifting of the Stay Provisions for ilie purposes of terminating their license 

agreements with SHS, but if such relief is granted, ilie Receiver takes the position that the 

order should ouly be effective upon receipt by the Receiver of: 

a) (i) an accounting from Licensees of tlle services performed under the license 

agreements by such Licensees since the Date of Appointment; and (ii) funds 

from Licensees properly payable to Sears and SHS under the terms of such 

license agreements on account of services performed; or 

b) if no services were provided since the Date of Appointment, a statutOlY 

declaration from Licensees stating iliat no services were performed under the 

license agreements and that no funds are payable to Sears and SHS under the 

terms of such license agreements. 

54. The Receiver opposes any application by the licensee R~ondents to lift ilie Stay 

Provisions for any other, broader purpose. 

55. The Receiver is aware that Sears and counsel for the Licensee Respondents have held 
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without-prejudice discussions regarding this motion. The Receiver will comment on the 

outcome of such discussions, if necessary, in a supplementary report. 

RELIEF SOUGHT 

56. The Receiver respectfully requests this Court grant the relief in the FebruaIY 4 Order: 

a) Approving the release of Prepaid Custom InventoIYto customers; and 

b) Approving the activities of the Receiver as set out in this Third Report. 

57. As indicated, the Receiver will, as required, make a supplementary report to the Court 

prior to the February 4 Hearing to address the further relief sought authorizing the 

Receiver to enter into an Auction Agreement and a transaction to sell the Auction Assets, 

vesting in the purchaser the Auction Assets free and clear of all encumbrances, and 

addressing the issues relating to the Pre-Filing Customer Payments. 

All of which is respectfully submitted on this 28'h day of January, 2014. 

PricewaterhollseCoopers Inc. 
m its capacity as Receiver of SHS Services Management Inc. / Gestion des Services SHS Inc. and 

SHss~ership 

~tte 
Senior Vice President 
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