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Net earnings were $37,316,000,
equivalent to 43¢ per share
compared with $34,586,000 or
40¢ per share the previous year.
Associated companies contributed
11¢ per share to the earnings of
the Company compared with 15¢
in 1983.

Expansion

We opened a new retail store in
Halifax, Nova Scotia in 1984. This
expansion along with our on-going
renovation of existing facilities
required a capital investment of
$34,301,000. At year end the
Company operated 74 retail stores
and 1,384 catalogue sales units.
Plans have been announced for a
new store in London, Ontario in
1985 and new stores in north-west
Toronto, Ontario and in La Salle,
Quebec in 1986.

Corporate Changes

On May 31, 1984, the name of the
Company was changed to Sears
Canada Inc. to signal the final phase
in our separation from Simpsons
Limited. At the same time the
Company’s Class A non-voting
shares, Class B and Class C shares
were reclassified as a single class of
Common Shares.

Three Officers retired in 1984

all of whom have served more than
30 years with the Company.

Mr. Edward R. Adolph,
Vice-President, Marketing;

Mr. James B. McCann,
Vice-President, Catalogue

Sales Operations and

Mr. James E. Copland,
Vice-President and Corporate
Comptroller. Fach has devoted a
working lifetime to Sears and each
has contributed in great measure
to the growth of the Company.
They leave us with our warmest
wishes for continued health

and happiness.

Mr. K. A. McCartney,
Vice-President, Marketing

left the Company in 1984 after

31 years of distinguished service.

We wish him well in his future
endeavors.

Mr. Thomas E. Morris was appointed
Vice-President, Merchandising April
1, 1984. Effective January 1, 1985,
Mr. F. R. Hammond Vice-

President, Retail Sales Operations
was appointed Vice-President,

Field Sales Operations;

Mr. L. E. Ginther Vice-President

and Treasurer was appointed Vice-
President, Finance and Treasurer
and Mr. Bruce W. McLaren formerly
Assistant to the Vice-President and
Corporate Comptroller was appointed
Corporate Comptroller.

In October Mr. Edward A. Brennan,
President and Chief Operating
Officer of Sears, Roebuck and Co.
retired from our Board.

We express to Mr. Brennan our
appreciation for his counsel during
his time on our Board and wish him
well in his new appointment as
President and Chief Operating
Officer of Sears, Roebuck and Co.

We welcome Mr. J. Patrick Galloway,
Senior Executive Vice President-Field,
Sears, Roebuck and Co., Merchandise
Group, to our Board. We look forward
to drawing upon his knowledge and
judgement earned through 35 years
of retailing experience.

The Outlook

The economic forecasts for Canada in
1985 reflect steady but unspectacular
growth with minimal inflation. It is an
economic environment in which
prudent management and dedicated
employees will permit us to give better
customer service and at the same time
improve earnings.
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Sales increased only marginally

during the year and we expect that

large sales increases will be difficult
to attain in the foreseeable future.

As part of this new reality, two

major changes have taken place:

- productivity has been improved
so that reasonable profits can be
achieved even with very modest
sales increases;

— our entire marketing structure
has been analyzed and
restructured to improve our
ability to sell more to our
present customers and to attract
new customers at the same time.

We have a good business, in fact
we have a great business and
because of our strong base

our potential for improved
performance through innovation
and discipline is excellent. Our
catalogue service is the only
national service of its kind offering
unequalled shopping convenience;
our retail stores are well located
and well staffed. About every
second household in Canada buys
from Sears on a regular basis. The
Company's credit system has over
4.4 million accounts.

The changes taking place at Sears
are intended to capitalize on these
strengths.

Report to Shareholders

C. Richard Sharpe
Chairman of the Board and Chief Executive Officer

Every piece of merchandise in every
line is being examined by our buyers
to ensure that function, quality,
price and packaging meet customer
expectations. We are weeding out
slow-moving items so that they can
be replaced with items that more
closely meet the needs and wants of
our customers.

Implemented by a special
merchandising team, new
approaches to merchandise
alignments, display and appearance
are being tested in our store in

the Square One shopping centre,
Mississauga, Ontario. The benefits
of this testing will be made available
to other stores as definitive results
are accumulated. We want to give
customers on their way into our
stores and on their way out of our
stores, an opportunity to appreciate
all of the quality merchandise
available to them.

Where possible, we are adjusting
our merchandising techniques so
that customers can serve themselves
where self-service is appropriate.
Staff resources are being realigned
so that more customer service will be
available in those areas where a
high degree of customer service is
beneficial. One of our major

moves during the year was one of
emphasis. More emphasis is being
given to having goods in stock in

Michael Bozic
President and Chief Operating Officer

both our retail stores and in our
catalogue distribution centres when
the customer wants them.

To complement our new marketing
strategies, our buying groups have
been reorganized in number from
nine to four. This new group
structure focuses on our major
merchandising groupings and will
concentrate our merchandising
and marketing efforts.

Our employees are in step with our
Corporate Philosophy which says
in part “we believe in the need

to excel in every facet of our
business.” Their understanding of
the changes taking place in society
and in our industry is the driving
force in making our philosophy
achievable. Proof of their
understanding and consistent
effort is in our increased earnings
at a time of very modest growth,

Financial

The financial statements detail
the results for 1984. In summary,
consolidated net sales for the
year ended December 31, 1984,
were $3,433,686,000 an increase
of 3.6% over the reported figure
of $3,314,113,000 for the year
ended December 31, 1983,



Changing imes
require Innovauve new COIlCCptS to
Sell 1More pr()dU.CtS As part of our ongoing

challenge to make Sears the Place to Shop,
Sears merchandising professionals in 1984
developed some of the most dynamic selling
ideas in our history. Striking new displays
clearly present complete selections that
encourage customers to browse and invite
them to buy. These displays tell our customers
they have come to the right store.
[J Catalogue Order Entry Units...the very latest in phone
order taking are now available in London, Ontario,
Sydney, Nova Scotia,

Vancouver, B.C., and will
] . soon be implemented

across the country.
g g Customers are supplied
- ' with instant information
about merchandise availability
and shipment at the time of
ordering, thus avoiding disappointment and delay. [ During 1984,
our “Year of the Customer”, Sears friendly, helpful staff tried even harder
_ 7 to satisfy customers. It is their

resourcefulness and teamwork,
so much a part of Sears people,
that will continue to win the
loyalty of shoppers all across
Canada.
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#

52 Weeks
ended December 31,
stated in thousands

Financial Highlights 1984 1983
unaudited

NEtSAIOS . .. .. 0.0 ot Eeses s Susmi o Sy 6 S el v s o LA $3,433,686 $3,314,113
NGUEAMINGS - ... oo e 17 NS - 37,316 34,586
PErShEre wues s ysseims v o saman v smmanss i sl o0 Al R . A3 40
Dividendsdeclared ..... ... ... .. .. ... .......... 4., ..96. 130y .. 17,461 17,461
Pershare . ...........ooooiiii AL A \. 20 20
Shareholders’ equity ...l Mol * 2 g - 633,458 613,603
Por SRAIe: wv s o s iiv i stsiimmioi s s smmim e sk spasossns SPRRT ava s sgesanssareis see S 7.26 7.03
Federal and provincial incometaxes .............. .. ...l 8,448 4,000
INETEEECORE oot s oo ooy e s b o) wislabasevns Sind SEsFamites e SToViSuRsTts S wob WTAmoena rie Syasns 128,896 106,317
Contribution to Sears Canada Plan for Sharing Profits ........................... 1,645 1,893
Contributions to Company and Government PensionPlans ....................... 32,558 31,078
Return' anicapital employed® . e v s o i v s e staieam o w5 s e s s 10.1% 9.0%
Return Onequity .. ... ..o e 6.0% 5.7%
WOTKING CAPIALL 1) oienrie oie o wimsneie For 53 2RSS TE B0 TS0ttt ot 38 absamoms St 30 et 899,144 849,913
TOtal B8SOES . . ..ottt e e e e e e 2,125,644 2,024,153

*Pretax earnings plus interest and earnings of associated companies as a
percent of average total debt plus deferred tax and shareholders’ equity.

dollars
per share
3400
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1980 81 82 83 84 1980 81 82 83 84 1980 81 82 83 84
Sales Earnings Shareholders’ Equity
Consolidated net sales of Consolidated net earnings, after Total shareholders’ equity increased
$3,433,686,000 in 1984 showed taxes, amounted to $37,316,000 from $550,519,000 at the end of 1979
an increase of 3.6% over 1983. in 1984. to $633,458,000 at December 31, 1984
The compounded average increase . and shows a compounded annual
for the five-year period 1980 Eamings per share, based on growth of 2.8% over the five-year period.
to 1984 was 5.6% per year. the weighted average number of Equity per share which was equivalent
shares oulstanc?mg during the to $6.32 at the end of 1979 increased to
The year 1980 includes 53 weeks year, werg 43¢ i 1964, $7.26 at the end of 1984.



Statement of
Management Responsibility Sears Canada Inc.

Management is responsible for the accuracy, integrity and objectivity of the financial information contained in this
Annual Report. The consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles and include certain amounts that are based on best estimates and judgements.
Financial information used elsewhere in the Annual Report is consistent with that in the financial statements.

Management has developed, maintains and supports an extensive program of internal audits that provides
reasonable assurance that financial records are reliable and that assets are safeguarded.

The Board of Directors, through the activities of the Audit Committee, ensures that management fulfills its respon-
sibilities for financial reporting and internal control. The Audit Committee, the majority of whom are outside direc-
tors, meets periodically with the financial officers of the Company, the internal auditors and external auditors to
discuss audit activities, internal accounting controls and financial reporting matters. The Board of Directors, on the
recommendation of the Audit Committee, has approved all of the information contained in the Annual Report.

The Company’s external auditors, Touche Ross & Co., have conducted an examination of the financial records of
the Company in accordance with generally accepted auditing standards. Their report is shown below.

Auditors’ Report

To the Shareholders of Sears Canada Inc.:

We have examined the consolidated statement of financial position of Sears Canada Inc. as at December 31,
1984 and the consolidated statements of earnings, retained earnings and changes in financial position for the
year then ended. Our examination was made in accordance with generally accepted auditing standards,

and accordingly included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the Company as
at December 31, 1984 and the results of its operations and the changes in its financial position for the year then
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of
the preceding period.

The consolidated financial statements for the preceding period were examined by another firm of

Chartered Accountants.

Toronto, February 1, 1985 Chartered Accountants



Consolidated Statements of
Earnings and Retained Earnings Sears Canada Inc.

Decamber 31,1984 December 31, 1983
unaudited
Consolidated Earnings Stated in thousands
Net sales, including service charges oninstalmentsales ......................... $3,433,686  $3,314,113
Rentals and othet INCOMBL... <« i i s e i e Soimea o BSEEE0 & DO SREES o ez g 7,058 8,668
Deduct: e Bﬁ
Cost of merchandise sold and selling,
operating and administrative expenses .. ............ ... 3,205,167 3,121,591
DOpreCiation .« o sumros oo v movin i o eoimes B v SR W R G0 SIS ¢ 33,622 33,754
Interest on long-term obligations . .......... ... .. 83,063 82,419
ORNBEINRBIOSE = i s van o o 5o mn 0 05 FoRREL 1 CaSTURY W o SRR S 4 SR 3 45,833 23,898
Municipal realty and businesstaxes . .. ......... ... 37,252 36,058
3,404,937 3,297,720
Earnings from operations beforeincometaxes ................. ... ... ... 35,807 25,051
Income taxes (Note 10):
CUITENt e 16,628 11,424
BTt al o o e o e T S YA B B R . SRR 5 ST 004 (8,180) (7,424)
8448 4,000
Earfings from OpBratiQnSh: e st s e 5 s sias e G msms o s o 27,359 21,061
Equity in earnings of associatedcompanies ....................... ... ... 9,957 13,525
Net earnings for the period ... ........ SRR, = $ 37316 § 34586
Netearningspershare ....... ... .. i e $ 43 3 40
Decamber 31,1984 Dogember 1. 1963
Consolidated Retained Earnings Statedin thousandsunaud“ad
Balance at beginning ofthe period ... ... ... . ... .. .. $ 342,378 $ 325,253
Netearningsfartheperiod's sicwss = o mrene o 2 wrsen s i s w5 e o 60 37,316 34,586
379,694 359,839
Dividends declared ... ... ... ... 17,461 17,461
Balance at'end of the Periog s ax m: vorm e os s s s e S5emasns 6 2 v $ 362,233  § 342,378




Consolidated Statement of
Changes in Financial Position Sears Canada Inc.

52 Weeks ended 52 Weeks ended
December 31, 1984  December 31, 1983

unaudited
Sources of Operating Funds Stated in thousands
Net earnings for the period .. ... .. susnaahs 3 bt Siaras S B S A I 5 LA G 1B $ 37,316 $ 34,586
Non-cash charges deducted in arriving at net earnings, principally depreciation

anddeferrad INCOMOTAXES: . .i covmnas is v o vam i 06 08 SeRmEs & b PivEaes @ o 36,929 29,786
Equity in earnings of associated companies ............. ... ... ...l (9,957) (13,525)
FUnds fromoparations: & ... .. xas o 5 Sl 5 o P0000 08 55 DEUREES 56 66 SRR O 0 _64,288 50,847
Amounts received from associated companies . . ... oo 8,809 7,662
Decrease (increase) iniNventories . ... ... i 16,730 (91,223)
Deécreaseininvestments: .. .cxs os v s sn 0 o SuTem on 25 5 DEYOTN O 5 e o i 4,098 8,754
Total available operating funds . ... ... ... .. 93,925 (23,960)
Uses of Operating Funds
Increase inecCounts: recaiVabIE: .. . vi vass v s wnosemass i s s e e s 97,658 93,073
Decrease (increase) in accounts payable and other liabilites ..................... 14,901 (55,435)
Increasein iNVESINBRIS i suis o o v vaes 56 10 S 2Er s 0 5 SOuve 8 & i v 3 4,247 4,646
Net addonSHofXed ASSEIS s s wi st v s <mmmmmemig i e e o o6 GRS 33,327 30,085
Increaseinotherassets ................. ... .. ..., . P e S T TR 23,322 19,459
Total operating fundsused .. ....................... e ﬁﬁ _m
Net funds used in operations before dividends - - o

and ANANCING WANSACYUONS - 5 cx i v smven 50 11 8 HEE0 W 6 BT 20 wh o o 79,530 115,788
Dividends and Financing Transactions
Repayment of long-term obligations .. .............. .. .. ... (46,254) (34,863)
Proceeds fromilong-term obligations - v sonien i on snvsas o o posenan oy st asees o 57,309 1,587
Proceeds fTominoteipayable. ..uwuw «s sewmmes: s smamtms v s s e i s s 115,770 S-
Dividends paidtoshareholders ......... .. ... ... . i (17,461) (17,461)

109,364  (50,737)

Decrease (increase) in short-term indebtedness ............... ... ... ... .. ... .. 2_29,8:5 $(1 66.52_5)
Short-term indebtedness atendof period ................. ...l 506,522 $ 336,356



Consolidated Statement of
Financial Position Sears Canada Inc.

Assets
December 31, 1984 December 31, 1983
Current Assets Stated in thousands
BESN i 5 i bimes e on v G dn e G SRR WS S ASOSATIT P SIS e SR $ 961 $ 7353
Accountsreceivable (Note 3) ... ... ... .. 978,492 880,834
INVENIOMOS .. ... .. i b o iies 55 0 S5iaats 000 50 Sidlaly B 203 ST R WS S P e 613,982 630,712
Prepaid advertising and othercharges ... .................. ... ... 83,596 65,666
1,685,681 1,584,565
Investments and Other Assets (Noted4) .................................... 66,044 64,747
Fixed Assets (Note 5)
LETTE s 0 o e e B PS RR I SE P es 30,408 30,399
Buildings and improvements . ... ... .. 340,698 329,989
Equipment and IXtUtes comien 5 svemmen s s o5 s s o o oaves R — 272,283 256,069
643,389 616,457
Lessiaccumulated depreciation’. ... on senn v somsiis o5 s snisis e i s 286,017 258,789
357,372 357,668
Deferred CRANgOS ... covii o wos sovmmmins o5 woaiasiis 315 w18 RECUSI Ses SIS o Saterosniae 16,547 17,173
$2,125,644  $2,024,153
Liabilities
Current Liabilities
Bank advances and short-termnotes (Note 6) ... ........... . ... ... .. ... ... $ 306,522 $ 336,356
ACCOUMS PAVEDID « v caoios o vomsmses sy wos sosmanss oo ot Sasnirars i40 e S0orabe s 56 405 Sodnonmis & 134,598 151,270
Accrued liabilities .. ......... ol WO oD KO 138,279 124,748
Income and Other taXes o . o s weman o waman o e isaesn o e e D 08 ST § 62,211 73,971
Principal payments on long-term obligations due within one year (Note 7) ........ 28,530 48,307
Note:pavable (NOWEB) i o. v o peovas 28 b SoaEy 6 i Saier IF B YOEEE oF 3 Swiioien § 116,397 —
786,537 734,652
Long-Term Qbligations{NOIeiT) == s vuumiao wn vusenion s o soomain s s iwwasins 5 « 689,316 657,294
Deferred INCOME TAX@S .. ... ... ... .. e 16,333 18,604
1,492,186 1,410,550
Shareholders’ Equity
Capital Stoclc(NOte:9) oo o oo s 5 ponuss s o S oimsioy (00 o5, Boes i 5 vsviane o 271,225 271,225
Retained Earnings . . ... ... .. ... ... 362,233 342,378
633,458 613,603
/ ( :: A . $2,125644  $2,024,153
Approved by the Board. C.R. Sharpe Director M. Bozic Director



Notes to Consolidated
Financial Statements

1. SUMMARY OF ACCOUNTING POLICIES:

Principles of Consolidation:

The consolidated financial statements include the accounts
of Sears Canada Inc. and all subsidiaries.

Inventories:

Inventories are valued at the lower of approximate cost and
net realizable value. Cost is determined for retail store
inventories by the retail inventory method and for catalogue
order and miscellaneous inventories on a first-in, first-out or
average cost basis applied by individual items.

Prepaid Advertising:

Catalogue production costs are deferred and amortized
over the life of each catalogue on the basis of the estimated
sales from the catalogue.

Investments:

Investments in associated companies are carried at cost
plus equity in undistributed earnings since dates of
acquisition. Other investments are carried at cost.

Fixed Assets:

Fixed assets are stated at cost. Depreciation and
amortization provisions are generally computed by the
straight-line method based on the estimated useful lives of
4 to 10 years for equipment and fixtures and of 30 to 50
years for buildings and improvements.

Deferred Charges:

Bond and debenture discount and expense are amortized
by the reducing balance method or by the straight-line
method, as applicable, to the due dates of the respective
bonds and debentures.

Costs of developing major data processing systems are
deferred and amortized over 3 years from the date each
system is put into operation.

Foreign Currency Translation:

Long-term obligations payable in U.S. dollars are translated
at the exchange rate in effect at the balance sheet date or at
the rates fixed by forward exchange contracts.

Unrealized foreign exchange gains and losses and the cost
of forward exchange contracts are deferred and amortized
over the remaining terms of the obligations.

Profits on Instalment Sales:

Profits on instalment sales, but not the service charges on
such sales, are taken into earnings at the time of sale. The
service charges are taken into earnings as billed.

Pensions:

Current service costs under the Company's Guaranteed
Retirement Income Plan are charged to operations as they
accrue. Prior service costs are charged to operations as
they are funded.

Net Earnings per Share:

Net earnings per share are calculated based on the
weighted average number of shares outstanding during the
fiscal year.

2. CHANGE IN FISCAL YEAR END:

In 1983 the Company'’s fiscal year end was changed from the fifth
Wednesday following the first day of January to December 31st
to coincide with the year end of the parent company, Sears,
Roebuck and Co. As a consequence of this change, unaudited
amounts are shown for the consolidated statements of earnings,
retained earnings and changes in financial position for the

52 weeks ended December 31, 1983 for comparative purposes.

3. ACCOUNTS RECEIVABLE: December31,1984 December 31, 1983

(in thousands) (in thousands)

Customer instalment accounts . ... $930,437 $831,309
Miscellaneous accounts . ........ 64,378 66,195
994,815 897,504

Less allowance for doubtful accounts 16,323 16,670
$978,492 $880,834

In accordance with recognized trade practices, customer
instalment accounts include amounts which will not become due
within one year.

4, INVESTMENTS AND OTHER ASSETS:
December 31, 1984 December 31, 1983

(in thousands) (in thousands)

Investments in associated companies  $ 60,121 $ 58,920

Otherinvestments .............. 4,401 3,832

Notes receivable on Common Shares

of Sears Canada Inc. issued
under the Employees' Stock

PurchasePlan............... 1,522 1,995

$ 66,044 $ 64,747

The Company's equity in the net assets of the associated
companies, as shown in their financial statements, approximates
the carrying value thereof. The investments in associated companies
include a 25% share interest in Allstate Insurance Company of
Canada, a 45% share interest in Photo Engravers & Electrotypers
Limited, a 20% share interest in Inglis Limited, interests in several
companies which supply merchandise to the Company and
interests in shopping centres in which the Company's stores are
located. Pursuant to a long-term agreement, Photo Engravers
produces catalogues for the Company. Inglis is a major supplier of
large home appliances. Merchandise purchases from associated
companies amounted to approximately $160 million for the

52 weeks ended December 31, 1984, and there were no
significant amounts receivable or payable on that date.



5. FIXED ASSETS: December 31,1984 December 31, 1983

(in thousands) (in thousands)

Fixed assets include the following

capitalized leased assets:

= ][] - S ———— $ 26,979 $ 26,979
EquUIpMent: «w sn s s e assem 5,010 3,821
31,989 30,800
Less accumulated amortization ... ... 8,774 5,952
$ 23,215 $ 24,848

6. BANK ADVANCES AND SHORT-TERM NOTES:

Bank advances include demand notes of $6,000,000 at December 31,
1984 and at December 31, 1983 secured by the pledge of Secured
Debentures Series A, of Sears Acceptance Company Inc.

Under the terms of an agreement the Company may, in certain
circumstances, be requested to give its bankers a charge on
inventories to secure its short-term bank advances which were
outstanding in the amount of $60,157,000 at December 31, 1984.

7. LONG-TERM OBLIGATIONS: December 31,1984  December 31, 1983

Sears Canada Inc.: (in thousands) (in thousands)
First Mortgage Bonds:
57%% Series C due August 15,1985 § 1,500 $ 1,580
7%% Series D due February 15, 1991 16,500 17,995
8%4% Series E due May 1,1993 . .. 16,250 17,750
Fixed Rate Debentures:
4%2% due October 15, 1988 . ... .. 1,234 1,321
11% Series B due August 15, 1994 24,556 26,250
11%% Series D due June 15, 1995 . . 26,212 27,743
Floating Rate Debentures:
Series E due December 31, 1987 25,000 25,000
Series F due February 3, 1987 52,000 52,000
Series G due June 15,1987 . . 35,000 35,000
Capital lease obligations, interest rates
fromB8% 10 17%: = caviias on s 27,408 28,495
225,660 233,134
Sears Acceptance Company Inc.:
Secured Debentures:
512% Series E due March 1,1985 . . 10,000 10,000
6v2% Series F due March 1, 1986 . . 10,000 10,000
7% Series G due November 1, 1986 12,200 12,200
7Va% Series H due August 15, 1987 12,400 12,400
834% Series | due June 15, 1989 . . 8,700 8,700
912% Series J due February 1, 1990 6,670 6,670
B834% Series K due May 15, 1992 .. 25,000 25,000
9% Series L due March 15, 1994 . 20,475 21,425
1112% Series Mdue November 15, 1994 14,308 14,759
11%2% Series N due November 15, 1994 4,250 4,675
103%:% Series P due November 15, 1996 28,420 30,165
1032% Series Q due November 15, 1988 8,000 10,000
9%4% Series R due March 15, 1984 . — 30,000
10% Series S due July 15,1998 .. 28,032 30,016
12%4% Series T due June 15, 2000 . . 40,000 40,000
Floating Rate Series U due
October 31,1990 .. c:vuruvs o o 25,000 25,000
14%% Series V due April 1, 1996 . . . 66,390 66,390
17%2% Series W due November 1, 1988
(U.S. $40,000,000) ............ 51,752 51,752
1634% Series X due April 28, 1989 . . 40,000 40,000
14% Series Y due August 15, 1991 50,000 —
461,597 449,152

Sears Canada Inc.

December 31,1984  December 31, 1983

. (in thousands) (in thousands)
Simpsons-Sears

Properties Limited:

Mortgage and bond
indebtedness,

S5U%%01415% ..o oo cuine 3,382

St. Laurent Shopping Centre
Limited:
Mortgage Bonds maturing

from 1990 to 1995,

B0 14¥%: v ce v

3,711

27,207
717,846

19,604
705,601

Less principal payments
due within one year
included in current

liablllties:: «qwan o samaes 48,307

$657,294

28,530
$689,316

The First Mortgage Bonds of Sears Canada Inc., the
mortgage and bond indebtedness of Simpsons-Sears
Properties Limited, and the First Mortgage Sinking Fund
Bonds of St. Laurent Shopping Centre Limited are primarily
secured by first charges on the fixed assets of those
companies. The General Mortgage Bonds, the Third
Mortgage Bonds and the Fourth Mortgage Bonds of St.
Laurent Shopping Centre Limited are secured primarily by
second, third and fourth charges, respectively, on the fixed
assets of that company. The Debentures of Sears Canada
Inc. are secured, subject to the security given on its First
Mortgage Bonds, by a floating charge on all the assets

of the Company. The Secured Debentures of Sears
Acceptance Company Inc. are secured by an assignment of
the customer instalment accounts receivable referred to in
Note 3.

The Series E, Series F and Series G Debentures of the
Company, which are redeemable at the option of the Company,
bear interest for each interest period at a rate equal to the
average daily prime lending rates of the Company's two
principal bankers for the interest period, plus 2% in the case
of Series E and less %% in the case of Series F.

The Series U Secured Debentures of Sears Acceptance
Company Inc. bear interest at a rate equal to the average
daily prime lending rates of the Company's two principal
bankers for the interest period less 2% (Va% after 1987).
Sears Acceptance Company Inc. has entered into forward
exchange contracts to purchase U.S. dollars for payment of
the principal of and each interest payment on the Series W
Secured Debentures.

continued on next page



Subsequent to December 31, 1985, principal payments
required on long-term obligations for the fiscal years ending
on the dates shown are as follows:

December 31, 1986 — § 45,564,000

December 31, 1987 — $147,553,000

December 31, 1988 —$ 76,269,000

December 31,1989 — § 70,401,000

The mortgage and bond indebtedness of Simpsons-Sears
Properties Limited, maturing at various dates from

1985 to 1998, includes $1,572,000 (U.S $1,189,000)

at December 31, 1984 and $1,609,000 (U.S $1,293,000)
at December 31, 1983 payable in U.S. funds.

8. NOTE PAYABLE:

The Company has borrowed $U.S. 80,000,000 from

Sears, Roebuck and Co. on a floating rate note. Through a
swap transaction the Company has been able to obtain both
a currency and a rate swap agreement fixing the principal
repayment at a Canadian dollar amount of $116,397,000
and the interest rate at 14.73%.

9. CAPITAL STOCK:

By articles of amendment issued May 31, 1984 the shares of
the Company were consolidated into a single class of common
shares, There is an unlimited number of shares authorized
and as at December 31, 1984 and December 31, 1983
87,306,983 shares were issued and outstanding.

The payment of dividends by the Company is subject to
restrictions contained in the trust indenture securing its
outstanding Debentures. Under the most restrictive of these
tests, the Company may not pay any dividends if, immediately
after paying such dividends, the aggregate amount of dividends
declared or paid after February 3, 1982, would exceed net
income (as defined) earned after February 3, 1982, plus $30
million. As at December 31, 1984, $76 million was available
for the payment of dividends.

10. INCOME TAXES:

A reconciliation of the income tax expense at the statutory tax
rates with the actual income tax expense is as follows:

Forthe 52 Weeks ended December 31,1984

{in thousands)
Earnings before incometaxes ................ $35,807
Statutorytaxrate ......... ... i, 48.5%
Income taxes at statutory taxrate . . ............ $17,366
Increase (decrease) in income
taxes resulting from:
Miscellaneous non-deductible items . .. ... .. 1,086
Inventory taxcredit . . v v v asan we o (9.177)
Non-taxable portion of capital gains . ....... (626)
Miscellaneous non-taxableitems . ......... (201)
INCOMEtax @XPeNSE . . . ..\ vveeeei e s $ 8,448
Effecivetaxrale i vosan o s gesossn oo o e 23.6%

As at December 31, 1984, the Company had losses for income
tax purposes of approximately $30 million available to reduce
taxable income over the next seven fiscal years.

Sears Canada Inc.

11. COMMITMENTS:

The charge against earnings for the Company's Guaranteed
Retirement Income Plan was $21,019,000 for the 52 weeks
ended December 31, 1984 ($20,784,000 for the 52 weeks
ended December 31, 1983). The unfunded obligation for past
service under this plan, estimated by independent actuaries to
be approximately $77 million at December 31, 1984 ($68
million at December 31, 1983), is to be funded and charged to
earnings by annual payments to 1998. )

Minimum lease payments, exclusive of property taxes,
insurance and other expenses payable directly by the
Company, under capital leases and operating leases that have
an initial term of more than one year as at December 31, 1984
are as follows:

Capital leases  Operating leases

(in thousands) (in thousands)
FGBE cn o im0 $ 3,998 $ 52,554
1986 i o o promss w e o 3,488 49,587
TOBY . i v sy 08 sy s 3,130 42,010
TOBB ... x simeseniasmss o S ilaiiess &5 § 2,906 33,863
1989 .. .. 2,906 30,334
Subsequentyears.............. 53,769 372,856
Minimum lease payments . ....... $70,197 $581,204
Less imputed interest ........... 42,789
Capital lease obligations ... ...... $27,408

Total rentals charged to earnings under all operating leases
for the 52 weeks ended December 31, 1984 amounted to
$60,242,000 ($54,665,000 for the 52 weeks ended
December 31, 1983).

12. CAPITAL EXPENDITURES:

Capital expenditures planned for the fiscal year ending
December 31, 1985 are estimated at approximately $70 million.

13. SUBSEQUENT EVENT:

On February 1, 1985 the Company ceased operating its
catalogue distribution facility in Burnaby B.C. The Company
terminated the employment of all employees at this site

and provided a generous separation package. After the
announcement of the closure an agreement was reached to
sell the facility for an amount in excess of all costs of closure.
The closure should result in significantly lower operating costs
in the future.



Reporting the Effects of
Changing Prices

Unaudited Supplementary Information

To assist the Financial Statement readers in understanding
the impact of inflation, the Canadian Institute of Chartered
Accountants (CICA) has recommended that large public
companies provide supplementary information about the
effects of changing prices.

The primary focus of the current cost accounting data
presented below is an adjustment to reflect the current costs

to be paid to replace inventories and to acquire the same
service potential as embodied in the fixed assets presently
owned by the Company. The related impact on cost of sales
and depreciation is then calculated under the same accounting
policies as those utilized in the historical cost statements. Other
financial statement items have not been adjusted as the effects
are not material.

The Company has ascertained that the inventory values as
shown on the historical cost statements approximate their
current replacement cost. Land has been valued based on
current market values. Building and improvement values have
been determined based on current construction experience.
Equipment and fixtures values have been determined by
indexing, using the relevant Industry Selling Price Index
published by Statistics Canada.

Selected Data Adjusted for Changing Prices
As At December 31, 1984

Historical Cost Current Cost
(inthousands)  (in thousands)
InVertonias: —«. su seias o s s $613,982  $613,982
Fixed assets(net) ............. 357,372 668,925
Shareholders’ equity . .......... 633,458 945,011

Depreciation has been restated by depreciating the current cost
values of buildings and improvements in the same proportion
that the historical costs have been depreciated. This has

resulted in an additional charge for depreciation of $16.2 million.

The cost of merchandise sold adjustment of $12.6 million
provides for the additional cost of replacing goods at the date
of sale rather than at their historical costs.

During periods of inflation, monetary assets lose purchasing
power. There is an opposite effect for monetary liabilities.
During 1984 the Company's monetary obligations exceeded its
cash and accounts receivable, resulting in a net gain in
purchasing power of $18.4 million.

The CICA guidelines require disclosure of information which
will enable the reader to determine income attributable to
common shareholders under an operating capability concept
of capital and under a financial concept of capital. Under

the operating capability concept, the intent is to allow an
assessment as to the extent to which the shareholders’
proportionate interest in the operating capability of the
Company has been maintained. Under the financial concept,
the intent is to allow an assessment as to the extent to which
the general purchasing power of the shareholders’ capital has
been maintained.

Sears Canada Inc.

Under the Operating Capability Concept of Capital a financial
adjustment based on the increases in current cost must be
incorporated. It is intended to represent the amount of the
current cost increases which are absorbed by the providers of
debt financing. The use of debt to finance assets reduces the
amount of the increase in their current cost that must be
charged against the income statement (ultimately, against the
shareholders’ equity) because the cost of debt is fixed.

The CICA permits an alternative calculation of the financing
adjustment which is restricted to the current cost adjustment to
cost of merchandise sold and depreciation.

Reconciliation of Historical Cost Earnings
to Current Cost Earnings
under an Operating Capability Concept of Capital
for the 52 Weeks Ended December 31

1984 1983
(in thousands)  (in thousands)
Historical earnings from operations
beforetaxes ................. $ 35,807 $ 26,151
Current cost adjustments
Cost of merchandise sold .. ... .. (12,591) (20,814)
Depreciation ................. (16,204) (14,894)
Current cost earnings before taxes . . 7,012 ( 9,557)
Taxes on historical cost basis
CUMENE . o oo s o smvessmmens o4 16,628 11,921
Deferfed . vooun ou o soven sn os . ( 8,180) ( 7,747)
8,448 4,174
Current cost earnings
from operations . . ............. ( 1,436) (13,731)
Equity in associated companies
on historical costbasis ......... 9,957 14,114
Current cost earnings
forthe period: oz sn o0 snsn s 8,521 383
Financing adjustment . . .......... 7,573 12,720
Income attributable to
common shareholders . ........ $ 16,094 $ 13,103

Other Supplementary Information
Increase in current cost of

fixed assets and inventory .. .. ... $ 21,909 $ 36,241
Less effect of general inflation .. ... 47,768 57,991
$(25,859)  $(21,750)
Financing adjustment based on
current cost adjustments to cost
of merchandise sold
and depreciation .. ............ $ 9,953 $ 12,463

To facilitate the year-to-year comparison, the 1983 figures have
been restated in 1984 dollars using the Canadian Consumer
Price Index.

While the information on the effects of changing prices was
prepared using valid assumptions, it must be recognized that the
CICA recommendations provide for considerable flexibility and
that equally valid alternative current cost assumptions could have
produced materially different results. Comparisons of disclosures
between companies may therefore not be meaningful.



Ten Year
Summary
T S S T R T e e R ey U e g S R . T e e e e e e v 1

1984 1983 1982 1981 1980
52 waeks 52 weeks 52 weeks 52 weeks 53 weeks
December 31,1984  December 31, 1983 December 31, 1982 February 3, 1982 February 4, 1981
unaudited unaudited
Results for the year (inthousands)®
Netsales .......................... $3,433,686  $3,314,113 $3,126,186  $3,129,625  $2,954,606
Depreciation « « «x swmes o sssmmasan 33,622 33,754 33,166 34,485 36,218
INCOMEIBXES . o oy 53 o g o 8,448 4,000 (591) 8,783 31,473
Netearnings ........... e 37,31 6 34,586 26,667 31,937 50,289
Dividends declared ................. 17,461 17,461 17,461 27,938 31,430
Fixed asset additions:
Owned................... 6 T 34,301 27,763 30,275 37,125 40,475
Leased under capital leases ... ... ~— 1,159 535 — 6,064
Year-end position (in thousands)*
Inventories ............... e 613,982 630,712 539,489 532,180 532,906
Fixed assets (net) ......... Sa s T 357,372 357,668 361,328 364,796 362,923
Totalassets ....................... 2,125,644 2,024,153 1,826,524 1,741,258 1,700,331
Working capital . . . .. R e 899,144 849,913 901,935 838,311 711,612
Long-term obligations ............... 689,316 657,294 713,020 671,430 543,442
Shareholders’ equity . . ... e £ 0 633,458 613,603 596,478 574,783 570,784
Per share of capital stock (i doliars)*
Netearnings ....................... A3 40 31 37 .58
Dividendsdeclared ................. .20 .20 .20 32 .36
Shareholders’equity ................ 7.26 7.03 6.83 6.58 6.54
Financial ratios
Return on average equity (%) ....... 5.98 .72 455 5.58 8.97
Currentratio ...................... 214 2.16 2.84 2.79 297
Returnonsales (%) ................ 1.09 1.04 0.85 1.02 1.70
DeblEquity ratio . ;e v .« vs s o 64/36 63/37 60/40 61/39 59/41
Return on capital employed (%) . . . . .. 10.08 9.04 9.54 10.98 12.46
Pretax margin (%) ................. 1.04 0.75 0.55 1.07 2.59

*Centain amounts have been restated to reflect accounting changes applied retroactively
in 1981 and 1979 and for the prior period adjustment recorded in 1981.
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1979 1978 1977 1976 1975
52 weeks 52 weeks 52 weeks 52 weeks 52 weeks
January 30, 1980 January 31, 1979 January 4, 1978 January 5, 1977 January 7, 1976

unaudited

$2,618,213  $2,390,651 $2,093,378  $1,890,827  $1,548,600

32,500 30,508 28,992 26,566 23,795
44,259 37,465 27,700 26,906 28,993
67,719 57,271 45,367 33,174 32,118
29,416 20,526 18,077 18,037 17,158
37,282 33,841 42,046 40,305 69,664
1,548 16,255 — — —
472,144 433,621 402,398 381,653 279,503
353,234 347,156 323,106 310,333 298,389
1,580,814 1,433,731 1,341,837 1,238,070 1,050,597
665,479 601,473 557,591 486,673 431,586
500,955 533,652 512,176 457,407 402,573
550,519 436,638 392,371 362,597 345,066
.85 .76 .60 44 47
.36 27 .24 .24 .24
6.32 5.72 5.21 4.82 4.60
13.72 13.82 12.02 9.38 10.45
2.32 237 2.34 2.22 2.52
2.59 2.40 207 1.75 2.07
56/44 63/37 64/36 65/35 59/41
14.99 14.07 12.47 11.96 12.80

3.92 3.71 3.27 3.01 3.76
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Corporate Profile
T e R R S B e T S B U i e T | B i U S e e e P NG L e ] S g e 0 B S W g e e |

Sears Canada Inc., founded September 18, 1952, is one of Canada’s largest merchandising
operations with sales in 1984 of 3.4 billion dollars. The Company is committed to satisfying
customers by providing products and services of superior value through both personal shopping
and catalogue ordering from coast to coast.

Today Sears operates 74 department stores, most of which are located in suburban centres.
Catalogue orders are received by mail and telephone as well as through over 1,300 catalogue
sales units, and through facilities provided in all Sears department stores. Catalogues are
distributed to approximately 4.0 million families throughout Canada.

Sears extends credit to over 4.0 million Canadians for the purchase of all types of merchandise
and services sold through its department stores and catalogue sales offices. These credit
accounts are transferred to a wholly owned subsidiary, Sears Acceptance Company Inc.

The retail operations of the Company are organized into 3 regions:

« Eastern Region . . . consisting of the Atlantic provinces and Ontario with
headquarters in Toronto, Ontario;

« Quebec Region . . . consisting of the province of Quebec with
headquarters in Montreal, Quebec;

+ Western Region . . . consisting of the Western provinces with
headquarters in Edmonton, Alberta.

The catalogue operations of the Company are organized into 2 regions:

« Quebec and Atlantic provinces . . . with headquarters in Montreal, Quebec;

« Ontario and Western provinces . . . with headquarters in Toronto, Ontario.

Central administration for the Company is located in Toronto at 222 Jarvis Street. Buying for the
Company is centralized in the headquarters building with the exception of women's fashion
buying which is located in Montreal.

Sears has a 25% share interest in Allstate Insurance Company of Canada. Allstate has locations
in most Sears department stores. Sears also has a 45% share interest in Photo Engravers &
Electrotypers Limited, which produces Sears catalogues, plus a 20% interest in Inglis Limited,

a major supplier to Sears of large home appliances. In addition the Company has extensive
holdings, either directly or through joint ventures, in regional and suburban shopping centres.

Sears Canada Inc. Annual Report 1984
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In step with the times in a
\ Changlng WOI'ld Sears success in mamtammg
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" the product edge through the years
was put to the test in 1984 with
ingincreasein
npu zed Working‘
“closely with suppliers, Sears buyers Sy
intensified their efforts to offer the f B, B8
latest technology to our customers ‘ |
. through creative product developmeipt
({ and the search for excellence. Itis |
this ability to respond to the growing’
needs of the market that continues '
to keep Sears in the forefront of \

Canadian merchandising.
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