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HUDSON’S BAY COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF LOSS

(millions of Canadian dollars, except per share amounts)

(unaudited)
Thirteen weeks ended
May 5, 2018 Apr 29,2017
Notes (restated - note 5)

REVEINUE ..ot e s ae e e e e aaaeeeeeenns 6 3,088 3,058
COSE OF SAIES ..ottt ettt ettt et e et et e e taeebe e s abeereestbeereenaneenns 10 (1,787) (1,776)
Selling, general and administrative eXpenses (“SG&A”)....c.coevrerrereenecnercrrenenn. (1,367) (1,323)
Depreciation and amortiZation.............eevereeereereeiereeieseeee sttt e e eeeneeee e 7 172) (160)
OPErating loSS...........cccviiieiiiieiieiee ettt na e saeenaeens (238) (201)
FINANCE COSES, TET....eiiiiiiiieiieiiieeeete ettt ettt e ettt e et eeteesaeessbeessaessseesaennseenes 8 59) 57)
Share of net 10SS iN JOINT VENTUIES ......c.eeverueriirieieieieieeeeeiteeeeeereete sttt naene 11 (62) 27
Dilution gains from investments in jOINt VENTULES.........cceevvereervereerieseerreeeesveeeensens 11 1 3
Loss before income tax (358) (282)
INCOME tAX DENETIL ..c.veutitiiiieieteeeet ettt 44 68
Net loss for the period - continuing operations...................ccccoeoveiiieniencienieeneene (314) (214)
Net loss for the period - discontinued operations, net of taxes..........ceeevveveerereennen. 5 (86) @)
Net 1oss for the period................c.ocooooiiiiiiiiiiiic et (400) (221)
Loss per share - basic and diluted 16

CONtINUING OPCTALIONS ...evvevreerieererieresteestesseessesseesesseesessaesesssesseessesseessesseessesses (1.33) (1.17)

DiScoONtiNUEd OPETAtIONS ......veecviereieeiieiieeieeeieeieesreesteesteesteesbeesseeesseeseessseesseens 0.37) (0.04)

TOtal OPEIALIONS ...ttt ettt sttt ettt e ne et e e seeeneeeaeeneeenes (1.70) (1.21)

(See accompanying notes to the unaudited interim condensed consolidated financial statements)



HUDSON’S BAY COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(millions of Canadian dollars)

(unaudited)
Thirteen weeks ended
Notes May 5, 2018 Apr 29,2017
INEELOSS ..ottt ettt ettt ettt e e se et e b e s e e te e s et et e b et e st e s e b e st et e e se s e s e ke s e st eneebenbeseeneseneetenne (400) (221)
Other comprehensive income, net of tax as applicable:
Items that may be reclassified subsequently to earnings or loss:
Currency translation adjuSTMENT............e.eeririeiiririeierinirieetret ettt ettt ettt ettt sttt st aene 56 81
Net 10ss on net inVestment NEAZE ........c.cvveueuiririeuiriniiieiece ettt (10) (11)
Net gain on derivatives designated as cash flow hedges 5 14
Reclassification to non-financial assets of net losses (gains) on derivatives designated as cash flow
hedges 3 3)
Reclassification to statement of loss of net losses (gains) on derivatives designated as cash flow
hedges 11 2)
Other comprehensive income 65 79
Total cOMPIeReNSIVE L0SS .........cc.ooiiiiiiieiieiee ettt ettt et ese e eeneerenee (335) (142)
Total comprehensive loss attributable to:
CONINUING OPETATIONS ......eventeieiietenteitete st ettt ettt et eseebe st et et eeb et esees e et estebesbesae st ebeebeseneesebeseebessenseneebenne (249) (135)
DiSCONINUEA OPETATIONS. ......vetirtenieiirteitet ettt ettt ettt ettt b bt a et eb s bt e st e b e s et ese st et ebesbe st eneebenne 5 (86) 7
(335) (142)
HUDSON’S BAY COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
For the thirteen weeks ended May 5, 2018 and April 29, 2017
(millions of Canadian dollars)
(unaudited)
Accumulated Other
Comprehensive Income (“AOCI”)
Currency Net Cash Total
Share Contributed translation ~Employee investment flow shareholders’
Notes  capital Deficit surplus adjustment benefits hedge hedges AOCI equity
As at February 3,2018............ 2,045 (120) 144 342 11 (20) 5 338 2,407
IFRS 9 transitional adjustment.. 2 — 15 — — — — — — 15
Total comprehensive loss.......... — (400) — 56 — (10) 19 65 (335)
Share based compensation........ 15 3 — 12 — — — — — 15
Dividends .......cccccevevviviiiccnnne 16 — 2) — — — — — — 2)
As atMay 5,2018 .................... 2,048 (507) 156 398 11 (30) 24 403 2,100
Accumulated Other
Comprehensive Income (“AOCI”)
Currency Net Cash Total
Share  Retained Contributed translation Employee investment flow shareholders’
Notes  capital  earnings surplus adjustment  benefits hedge hedges AOCI equity
As at January 28, 2017............ 1,422 477 117 430 2) (37) 3 394 2,410
Total comprehensive loss.......... — (221) — 81 — 11 9 79 (142)
Share based compensation ........ 15 — — 11 — — — — — 11
Dividends .......ccoeevviniiineinne — 9) — — — — — — 9)
As at April 29, 2017 1,422 247 128 511 2) (48) 12 473 2,270

(See accompanying notes to the unaudited interim condensed consolidated financial statements)
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HUDSON’S BAY COMPANY

CONDENSED CONSOLIDATED BALANCE SHEETS

(millions of Canadian dollars)

(unaudited)
Notes

Assets

[ ] + OSSPSR 9
Trade and other receivables .........ccovevierierierieeeeee e 21
TNVENLOTICS. ..euvieiieticie ettt et e s e seenaeennas 10
Asset held fOr Sale.......ooviviiiiieiicieceee e

Assets of discontinued operations held for sale..........ccccceveninncnnnnens 5
Other CUITENTE @SSELS....uvirviereresiieriiestiertiesieeteeteeteeteseaeseeesseesseeseeseenseensens

Total current assets

Property, plant and equipment ..........ccoeoerererinieieieieieeneneneneeeeene
Intangible assets and goOdWill..........coeviiiiinininiiiiieiceeeee
Pensions and employee benefits ........cocooeverereninieieiieienencnnceeeee
Deferred tax aSSEts .........coocerieiriirieerieieee e
Investments N JOINE VENTUIES ......cc.eeeirieruerierrieiietieiieiieteienienie e seesieeieeneene 11
Other assets
Total assets

Liabilities

Loans and DOITOWINGS........ceervereriiiiieienienieeieeieeieetetetete e 12
FINANCe 1EaSES .....c.eouiieiiiiiieiiiciecece e
Trade Payables .......cccoeverereriiieieceee e 21
Other payables and accrued liabilities ..........coccvververrienienienineninineeiee
Deferred reVenUe. ... ..ot

ProvISIONS.....coeeieieienienercreeeceeeeese e

Liabilities of discontinued operations held for sale...........ccccocevercrencnnene 5
Other current Habilities ........ccceeveieiieienieninerereeece e 13
Total current liabilities ........................

Loans and DOrTOWINGS........ceerverieiiriiieriirienieeieeieeieetetete et 12
FINANCe 1CASES .....c.cevverieriirieriiriiciietetcteee ettt

Provisions........cccceeeevvevvenicnencnnne

Pensions and employee benefits ........cocooueveririninieieiieienenneneeeeeeee
Deferred tax Habilities. .......coerereeieriinieniirireeseeeeeeee e
Investment in JOINE VENTUIE ......co.eeeeiiiiniiniiniieieeieeiceteteteeste e 11
Other Habilities......coveruiruirieiiriieiieieeeeeeeee e 13
Total Liabilities ...

Shareholders’ equity

Share Capital.........coeverereriiieieeeeee e 16
(Deficit) retained earnings ....
Contributed SUIPIUS .....cc.eviririieieieeeeeee e
Accumulated other comprehensive INCOME.........coeeveverienenenercneneeene
Total shareholders’ equity ..............cccocceviiieiiiiiieciieeeeeeee e
Total liabilities and shareholders’ equity ...............c..ccoeevvvieninnieinnen.

(See accompanying notes to the unaudited interim condensed consolidated financial statements)

May 5, 2018 Apr 29,2017 Feb 3, 2018
86 99 70
402 326 388
3,571 3,688 3,367
273 — 263
74 — —
230 248 214
4,636 4361 4302
5,261 5,529 5,155
1,583 1,849 1,629
169 173 171
359 330 339
603 611 602
41 19 36
12,652 12,872 12,234
1,002 1,195 363
41 27 35
1,345 1,360 1,422
1,026 1,092 1,031
120 106 139
220 182 220
94 — —
240 126 290
4,088 4,088 3,500
2,701 2,852 2,616
521 519 526
85 58 85
714 699 714
296 697 308
227 7 227
1,920 1,682 1,851
10,552 10,602 9,827
2,048 1,422 2,045
(507) 247 (120)
156 128 144
403 473 338
2,100 2,270 2,407
12,652 12,872 12,234




HUDSON’S BAY COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions of Canadian dollars)

(unaudited)
Thirteen weeks ended
May 5, 2018 April 29,2017
Notes (restated - note 5)
Operating activities
Net loss from continuing OPETAtiONS ..........cc.eervereruirierererietinteteeeseeseetee ettt eeeenes (314) (214)
INCOME tAX DENETIL.....euveiiiiiicieceeececte ettt ete e e e s e be b e saesneeneas 44) (68)
Dilution gains from investments in jOINt VENTUIES ........ceoveuerueiriirieerieieerieieseeeeesee s 11 (€)) 3)
Share of net 10SS iN JOINE VENTUIES .....cc.eveuirieieiiieiieieieierteceteeie et 11 62 27
FINANCE COSTS, NMET...uviiviitieieeieeee ettt ettt eae e eeee et e et e e e eseeeteeeseeesseseenseenseeneeeneens 8 59 57
OPETALING L0SS -...veuetiieiiiteete ettt ettt ettt ettt b e bt aee (238) (201)
Net cash income taxes paid (16) @)
Interest Paid N CAS ......oouiiiiieee e 54) (45)
Distributions of earnings from jOIint VENTUIES ..........c.eovrerieirieirinieereeeseesee e 11 52 54
Items not affecting cash flows:
Depreciation and amoOrtiZation ...........ccoceereeirieieienieieeeeere et eeenes 7 172 160
Net defined benefit pension and employee benefits €Xpense..........coeceverereeneeereeenene 5 7
Other 0perating aCtIVIIES .......coceerueirierieiinietieteiet ettt eeenes “ (10)
Share of rent expense to joint ventures.... 11 91) (88)
Share based COMPENSALION. .......c..cuiiueiririeiieteietiet ettt seenes 15 17 11
Settlement of share based compensation Srants.............coceceeereereieeneeneneeneeeeeeneea 15 ?2) —
Changes in operating working Capital...........cccoereeirieiiinieineeeeee e 20 295) (443)
Cash outflow for operating activities from continuing operations ...........c.ccccecereevereennenes (454) (559)
Cash outflow for operating activities from discontinued operations.............c.ccceeerueuennene (13) (40)
Net cash outflow for operating activities.................ccccocvevievieiininiciicccecceeee e (467) (599)
Investing activities
Capital INVESIMEILS .....c.eitiuieiiteiieteiet ettt ettt ettt ettt eb e se e e nee (187) (222)
Proceeds from 1andlord iNCENtIVES...........ceivirieieiririeriinirccincecec e 57 71
Capital investments less proceeds from landlord incentives ............coceoeereireninenieennnne. (130) (151)
Proceeds from lease terminations and other non-capital landlord incentives.................... — 2
Proceeds on diSpoSsal Of @SSELS ......ecueuirieiruirieieieieiee e 1 3
Cash outflow for investing activities from continuing operations..............ccccecerveverueennene (129) (146)
Cash outflow for investing activities from discontinued operations............ccceceeveuerueennene (€)) 3)
Net cash outflow for investing activities .................ccccoeevevieiieiiniiicieccecceee e (130) (149)
Financing activities
Repayments of long-term loans and borrowings ?2) €))
Short-term loans and borrowings:
Net borrowings from asset-based credit facilities .........c.coerverererreneinereeene 627 745
BOITOWING COSES.c.vttinirtinietirtenietertetcet ettt ettt ettt et et s et e s b s st e e b e esesbe e eeenes 1) @)
626 741
Payments on fiNance LEaSES.........ccurueireiiirieieieiei ettt an 9)
DivIAends Paid ....c.coveieeuiiiiieiie et es 16 ?2) 9)
Net cash inflow from financing activities from continuing operations... 611 722
Foreign exchange gain on Cash ...........ccoiieiiiiiiieee e 2 3
Increase (decrease) i CaSN.....c.iiicicieieieieeeeee ettt sbesbe e ere e 16 (23)
Cash at beginning of YEar ..............ccccooviiiiiiiiiiceceececeee e 70 122
Cash at end of PEriod ..............cociiiiieiiieeeeeeee ettt reeae e 86 99

(See accompanying notes to the unaudited interim condensed consolidated financial statements)



HUDSON’S BAY COMPANY
NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(For the thirteen weeks ended May 5, 2018 and April 29, 2017, unaudited)
(millions of Canadian dollars unless otherwise stated)

NOTE 1. GENERAL INFORMATION

Hudson’s Bay Company (“HBC” or the “Company”) is a Canadian corporation amalgamated under the Canada Business
Corporations Act and domiciled in Canada.

On November 26, 2012, the Company completed an initial public offering (the “IPO”) of its common shares, which trade on
the Toronto Stock Exchange.

On November 4, 2013, the Company acquired Saks Incorporated (“Saks”) whereby all of the issued and outstanding shares
(other than shares owned by Saks and its subsidiaries) of Saks were purchased through Lord & Taylor Acquisition Inc. (“L&T
Acquisition”), a wholly-owned subsidiary of the Company for U.S.$16.00 per share in an all-cash transaction valued at U.S.
$2,973 million ($3,097 million), including debt assumed.

On July 9, 2015, the Company and RioCan Real Estate Investment Trust (“RioCan”) closed the first tranche of their joint venture,
RioCan-HBC Limited Partnership (the “RioCan-HBC JV”). The second tranche of the RioCan-HBC JV closed on November
25,2015.

On July 22,2015, the Company and Simon Property Group Inc. (“Simon”) closed their joint venture, Simon HBC Opportunities
LLC (the “HBC-Simon JV”).

On September 30, 2015, prior to the acquisition discussed below, the HBC-Simon JV became a wholly-owned subsidiary of
HBS Global Properties LLC (the “HBS Joint Venture”).

On September 30, 2015, the Company and the HBS Joint Venture acquired GALERIA Holding GmbH for €2,317 million ($3,490
million). The transaction was structured such that effectively, the Company acquired the operating business and certain properties
of GALERIA Holding GmbH (“Galeria Kauthof”’) while the HBS Joint Venture acquired the property business.

On February 1, 2016, the Company acquired Gilt Groupe Holdings Inc. and its subsidiaries (“Gilt”).

On December 6, 2017, the Company issued mandatory convertible preferred shares (“Convertible Preferred Shares”) to an
affiliate of Rhone Capital LLC for an aggregate purchase price of U.S. $500 million ($638 million).

The Company owns and operates department stores in Canada and the United States under Hudson’s Bay, Lord & Taylor, Saks
Fifth Avenue, Saks Fifth Avenue OFF 5TH (“Saks OFF 5STH”), Gilt and Home Outfitters banners. In Europe, its banners include
Galeria Kauthof, Galeria INNO, Saks Fifth Avenue OFF 5TH Europe and Hudson’s Bay Europe, together “HBC Europe”. The
address of the registered office of HBC is 401 Bay Street, Suite 500, Toronto, ON, M5H 2Y4.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES
Statement of Compliance

The unaudited interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard 34 - Interim Financial Reporting (“IAS 34”) as issued by the International Accounting Standards Board
(“IASB”), and therefore, do not contain all disclosures required by International Financial Reporting Standards (“IFRS””) for
annual audited consolidated financial statements. Accordingly, certain information and note disclosures normally included in
annual financial statements prepared in accordance with IFRS, have been omitted or condensed.

The preparation of unaudited interim financial statements in accordance with IAS 34 requires the use of certain critical accounting
estimates, which requires management to exercise judgment in applying the Company’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the unaudited interim
financial statements have been set out in note 3 of the annual audited consolidated financial statements for the year ended
February 3, 2018.



The accounting policies used in the preparation of the Company’s unaudited interim condensed consolidated financial statements
are consistent with those used in the preparation of the Company’s annual consolidated financial statements for the year ended
February 3, 2018, except for the adoption of new standards effective as of February 4, 2018. The Company has not early adopted
any standard, interpretation or amendment that has been issued but is not yet effective.

These unaudited interim condensed consolidated financial statements were authorized for issuance by the Audit Committee of
HBC on June 4, 2018.

Accounting standards implemented in fiscal 2018
Revenue

In May 2014, the IASB issued IFRS 15 - Revenue from Contracts with Customers (“IFRS 15”), which provides a comprehensive
framework for the recognition, measurement and disclosure of revenue from contracts with customers, excluding contracts
within the scope of the standards on leases, insurance contracts and financial instruments. IFRS 15 is effective for annual periods
beginning on or after January 1, 2018 and was applied for the first time by the Company in the first quarter of 2018.

The Company adopted IFRS 15 using the modified retrospective method with the cumulative effect of any adjustments recognized
in the opening balance of retained earnings as of February 4, 2018. Comparative information has not been restated and continues
to be reported under previous accounting standards. IFRS 15 provides for certain optional practical expedients, including those
related to the initial adoption of the standard. The Company made use of a practical expedient and elected to apply IFRS 15
retrospectively only to contracts that are not completed contracts as at February 4, 2018.

After completing the analysis of its significant customer contracts, the Company has determined that the implementation of
IFRS 15 did not result in any adjustments to the opening balance of retained earnings or to the presentation of the Company’s
condensed consolidated interim statements of financial position.

As aresult of adopting IFRS 15, the Company updated its accounting policies for the recognition of revenue as set out below.

Retail merchandise sales

Revenue consists of sales through retail stores of the banners operated by the Company and includes sales through the Company’s
e-commerce (“Digital Commerce”) operations. Merchandise sales through retail stores are recognized at the time of delivery
to the customer which is generally at the point of sale when control of the goods has transferred from the Company to the
customer. Merchandise sales through Digital Commerce are recognized upon estimated receipt by the customer.

It is the Company’s policy to sell merchandise to the customer with a right to return within a specified period. Accumulated
experience is used to estimate and provide for such returns. Where it is determined that the Company acts as an agent rather
than a principal in a transaction, revenue is recognized to the extent of the commission.

Gift card breakage

Through its retail stores, websites and selected third parties, the Company sells gift cards that have no administrative fee charges
or expiration dates. No revenue is recognized at the time gift cards are sold. Revenue is recognized as a merchandise sale when
the gift card is redeemed by the customer.

The Company also recognizes income when it is considered highly probable that a gift card will not be redeemed by the customer
(“gift card breakage”). Gift card breakage is estimated based on historical redemption patterns and is recognized in proportion
to the redemption of gift card balances.

Loyalty programs

Award credits are accounted for as a separate component of the sales transaction in which they are granted. As a result, the
consideration received is allocated between the loyalty awards and the goods and services on which the awards were earned,
based on their relative stand-alone selling prices. The amount allocated to the loyalty points is recorded as deferred revenue
until the award credits are redeemed by the customer. The points expected to be redeemed are based on many factors, including
an actuarial review, where required, of customers’ past experience and trends.

Financial Instruments

In July 2014, the TASB issued IFRS 9 - Financial Instruments (“IFRS 9”), which brings together the classification and
measurement, impairment and hedge accounting phases of the IASB’s project to replace IAS 39 - Financial Instruments:
Recognition and Measurement (“IAS 39”). IFRS 9 and the related consequential amendments to IFRS 7 - Financial Instruments:
disclosures are effective for annual periods beginning on or after January 1, 2018 and were applied for the first time by the
Company in the first quarter of 2018.



As permitted by the transitional provision of IFRS 9, the Company elected not to restate comparative figures. Adjustments to
the carrying amount of financial assets and financial liabilities at the date of transition were recognized in the opening retained
earnings of the current period. Accordingly, the information presented in these interim financial statements for the prior year
does not reflect the requirements of IFRS 9 and therefore is not comparable to the information presented in the current period
under IFRS 9.

The impact of implementing IFRS 9 on the carrying amounts of the Company’s financial assets and financial liabilities is related
to a prior period modification of the Company’s U.S. Term Loan B (note 12), which at the time of modification did not result
in the derecognition of that loan. Under IFRS 9, this modification reduces the carrying value of U.S. Term Loan B resulting in
the recognition of a $15 million modification gain, which has been recognized in the opening retained earnings of the current
period.

Classification and measurement of financial assets and financial liabilities

IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model in which
assets are managed and their contractual cash flow characteristics. Financial assets are classified and measured based on these
categories: amortized cost, fair value through other comprehensive income, and fair value through profit or loss. Financial
liabilities are classified and measured based on two categories: amortized cost or fair value through profit and loss. Under IFRS
9, derivatives embedded in contracts where the host is a financial asset in the scope of the standard are not separated, but the
hybrid financial instrument as a whole is assessed for classification.

The following table explains the original measurement categories under IAS 39 and the new measurement categories under
IFRS 9 for each class of the Company’s financial assets and financial liabilities as at February 4, 2018.

Asset/Liability Original classification under IAS 39 New classification under IFRS 9
Cash Loans and receivables Amortized cost

Restricted cash Loans and receivables Amortized cost

Short-term deposits Held-to-maturity Amortized cost

Trade and other receivables Loans and receivables Amortized cost

Trade payables and other liabilities Other liabilities Amortized cost

Loans and borrowings Other liabilities Amortized cost

Derivatives, not in a hedging relationship Fair value through profit or loss Fair value through profit or loss

Financial assets are not reclassified subsequent to their initial recognition, unless the Company identifies changes in its business
model in managing financial assets and would reassess the classification of financial assets.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ (“ECL”) model. The ECL
model requires considerable judgment, including consideration of how changes in economic factors affect ECLs, which will be
determined on a probability-weighted basis. The new impairment model is applied, at each balance sheet date, to financial assets
measured at amortized cost or those measured at fair value through other comprehensive income, except for investments in
equity instruments. The new ECL model will result in an allowance for credit losses being recorded on financial assets irrespective
of whether there has been an actual loss event.

The Company’s financial assets at amortized cost consist of trade receivables, cash, and restricted cash.
Under IFRS 9, loss allowances are measured on either of the following bases:

* 12 month ECLs: These are ECLs that result from possible default events within the 12 months after the reporting date; and
»  Lifetime ECLs: These are ECLs that result from all possible default events over the expected life of a financial instrument.

The Company applied the practical expedient to determine ECLs for its trade receivables based on historical credit loss experiences
to estimate lifetime ECLs.

The Company determined that the initial application of IFRS 9’s impairment requirements at February 4, 2018 resulted in no
additional recorded impairment allowance.



Hedge accounting

As permitted by IFRS 9, the Company has elected to continue applying the hedge accounting requirements of IAS 39 instead
of the requirements set out in IFRS 9. This election applies to all of the Company’s hedging relationships.

New accounting standard not yet implemented
Leases

In January 2016, the IASB issued the final publication of IFRS 16 — Leases (“IFRS 16”), which is to replace the current IAS 17
lease accounting standard and related interpretations. IFRS 16 is required to be adopted either retrospectively or by recognizing
the cumulative effect of initially applying IFRS 16 as an adjustment to opening equity at the date of initial application. The
standard provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for all leases unless the
lease term is twelve months or less or the underlying asset has a low value. Lessors continue to classify leases as operating or
finance, with the approach under IFRS 16 substantially unchanged from the current IAS 17 lease accounting standard and related
interpretations. IFRS 16 is effective for fiscal years beginning on or after January 1, 2019. The Company has contracted third
party advisors to assist with the implementation of this standard. Although the Company is still in the process of assessing the
potential impact of IFRS 16, it expects this standard will have a significant impact on its consolidated balance sheet, along with
a change to the recognition, measurement and presentation of lease expenses in the consolidated statement of earnings.

Uncertain Tax Positions

In June 2017, the IASB issued IFRS Interpretations Committee Interpretation 23 — Uncertainty over Income Tax Treatments
(“IFRIC 23”), which is effective for annual periods commencing on or after January 1,2019. The interpretation provides guidance
on how to value uncertain income tax positions based on the probability of whether the relevant tax authorities will accept a
company's tax treatments. A company is to assume that a taxation authority with the right to examine any amounts reported to
it will examine those amounts and will have full knowledge of all relevant information when doing so. IFRIC 23 is to be applied
by recognizing the cumulative effect of initially applying these guidelines in opening retained earnings without adjusting
comparative information. The Company is assessing the potential impact of IFRIC 23.

NOTE 3. SEASONALITY

The Company’s operations are seasonal in nature. Accordingly, retail sales will vary by quarter based on consumer spending
behaviour. Historically, the Company’s revenues and earnings are highest in the fourth quarter due to the holiday season. The
Company is able to adjust certain variable costs in response to seasonal revenue patterns; however, costs such as occupancy are
fixed, causing the Company to report a disproportionate level of earnings in the fourth quarter. This business seasonality results
in quarterly performance that is not necessarily indicative of annual performance.

NOTE 4. ASSET HELD FOR SALE

On October 24, 2017, the Company announced a series of strategic transactions with WeWork Companies Inc., which included
the sale of the Lord & Taylor Fifth Avenue building. The property sale has a transaction value of U.S.$850 million (approximately
$1.1 billion) and is currently expected to close no later than August 2018, subject to the satisfaction of applicable conditions.
As aresult, as at May 5, 2018, the carrying value of the property of $273 million (April 29, 2017: nil; February 3, 2018: $263
million) was classified as an asset held for sale. The Lord & Taylor Mortgage (note 12) is secured by this property and will
become due and payable upon its sale. The sales proceeds will be used, in part, to repay the mortgage.

On December 6, 2017, the Company received a U.S.$75 million deposit in connection with sale of this property. This deposit
is non-refundable subject to certain limited exceptions and has been recorded in other current liabilities (note 13).

NOTE 5. DISCONTINUED OPERATIONS

During the thirteen weeks ended May 5, 2018, the Company decided to divest of Gilt and to discontinue operations of the Gilt
banner. The disposal is consistent with the Company’s long-term strategy to streamline operations and improve profitability. As
Gilt represents a separate line of business of the Company the revenue, expenses and cash flows related to Gilt’s operations have
been presented in these unaudited interim condensed consolidated financial statements as discontinued operations on a retroactive
basis. As at May 5, 2018, certain of Gilt’s assets and liabilities have been reclassified to assets and liabilities of discontinued
operations held for sale and have been recorded at the lower of their carrying value and their fair value less estimated selling
costs. As a result, in the thirteen weeks ended May 5, 2018, the Company recognized a pre-tax impairment loss of $77 million
and a related tax benefit of $4 million, which are included in net loss for the period from discontinued operations. Subsequent
to May 5, 2018, the Company entered into agreements for the sale of certain assets and liabilities of Gilt. See note 22 for details.
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The results of operations related to discontinued operations were as follows:

Thirteen weeks ended

(millions of Canadian dollars) May 5, 2018 Apr 29,2017
REVEIUEC. ...ttt ettt ettt et e et e e tae et e e saaeesbeessbeesbeesseseaseassseensaesssennseens 107 145
COSE OF SAIES ..uviiiieeiic ettt ettt ete e et e e teeetaeeteeeabeereestaeebeesaeeeraeeaneenns (68) (92)
Selling, general and administrative EXPEeNSES .........eeveruerveruerierieieieeeieeeeeeeteetesee e e seeseeeens (117) (50)
Depreciation and amortiZation..........c.eeeerieeierieeiere ettt e see e enes (10) (13)
Loss before inCOME tAX .............c.oooviiiiiiiiiiiiccecce ettt e (88) (10)
INCOME tAX DENETIL. ..ottt s 2 3
Net 10ss for the Period...............ccooovviiiiiiiiiiiie e (86) @)
As at May 5, 2018 Gilt’s assets and liabilities held for sale were as follows:

(millions of Canadian dollars) May §, 2018
TIIVEIEOTIES ..evvietieeieeite ettt et et e et et e et e e taeeabe e bt e esbeessseesseessseeaseessseasseassseansaassseessaessseassaessseanseasseensaansneensen 48
Trade and Other TECEIVADIES ........ccuiiieriieieciieie ettt ettt et et e s te e e e sa e b e esaenseessenseensesseensesssensennnen 10
INEAN@IDIE @SSEES. ... eueeueeuieiietieiieit et ettt ettt ettt ettt et e e st ea e st eb e e bt e bt sh e ekt b e b et et et et enten s et e st en e ene e bt ebeebeeaeeeetan 6
OthEr CLASSES OF @SSELS ..vecuviiiiiiiiieiie et ecie ettt e et et e et e s teebeestbeebeestbeasseessseessaassseesseessseasseessseanseassseensaansseenses 10
Assets of discontinued operations held fOr SAIE ..........ccevirieriicieriicee e 74

I T [ S 21 o) SRS 43)
Other payables and accrued HADIIITIES .........eecveiieriieieiieiee et ete sttt se e s e sseessesseensesseensesnnas 44)
Other Classes OF HADIIILIES . .......ccuiieiiiii ettt ettt ettt e et e et e et e et e e teeeaeeeteeetaeeeaeeeaseeeseeenneenras @)
Liabilities of discontinued operations held for Sale...........ooceiiriiiiiiiiiee e 94)

NOTE 6.

REVENUE

Revenue by major customer market was as follows:

(millions of Canadian dollars)

Thirteen weeks ended

NOTE 7.

DEPRECIATION AND AMORTIZATION

May 5, 2018 Apr 29,2017
(restated - note 5)
1,934 1,902
862 853
292 303
3,088 3,058

Thirteen weeks ended

(millions of Canadian dollars)

Property, plant and equipment
Intangible assets..........ccceee...
Deferred credits and other.......

11

May 5, 2018 Apr 29, 2017
(restated - note 5)
132 124
43 37
3 )
172 160




NOTE 8. FINANCE COSTS, NET

Thirteen weeks ended

(millions of Canadian dollars) May 5, 2018 Apr 29,2017
Interest expense on 1ong-term DOITOWINGS........cccecvieiiriierieiieieeeeieseesieseesreeaeseesseseeessens 34 34
Interest expense on short-term DOTTOWINGS ......cc.vertiriiriieiiinieie ettt 12 9
Interest expense on fiNANCE 1CASES ......cc.evvieiirierieiee et 11 10
Net interest on pensions and employee benefitS..........ocerirvieririiereeiierieeciee e 3 3

Total INLETESt EXPENSE, NMEL...c.viiiieeiieitieeieeitieeteeiee st erteeereesteesaeebeessseeseessseenseesssesnseasssennns 60 56

Saks acquisition-related finance (income) costs (N0te 14) ......cccooceevirieiirienieeeeeeeeeene a 1

59 57

NOTE 9. CASH
As at May 5, 2018, cash included restricted cash of $2 million (April 29, 2017: $23 million; February 3, 2018: $3 million).

NOTE 10. INVENTORIES

Inventories on hand at May 5, 2018, April 29, 2017 and February 3, 2018 were available for sale. The cost of merchandise
inventories recognized as expense for the thirteen weeks ended May 5, 2018 was $1,787 million (2017: $1,776 million). The
write-down of merchandise inventories below cost to net realizable value as at May 5, 2018 was $100 million (April 29, 2017:
$69 million; February 3,2018: $100 million). There was no reversal of write-downs previously taken on merchandise inventories
that are no longer estimated to sell below cost. Inventory has been pledged as security for certain borrowing agreements described
in note 12.

NOTE 11. INVESTMENTS IN JOINT VENTURES

The following table summarizes the details of our joint ventures whose principal activities are real estate investments:

May 5, 2018 Apr 29,2017 Feb 3, 2018
(millions of Canadian dollars, Principal Place(s) of Ownership  Carrying Ownership Carrying Ownership Carrying
except ownership interest) Business Interest Value Interest Value Interest Value
RioCan-HBC IV ............. Canada 87.9% (227)  88.1% (7)  88.0% (227)
HBS Joint Venture........... United States, Germany 62.4% 506 63.1% 507 62.4% 509
Other joint venture.......... United States, Germany 62.4% 97 63.1% 104 62.4% 93
376 604 375

RioCan-HBC JV

During thirteen weeks ended May 5, 2018, RioCan contributed $1 million (2017: nil). As a result of this contribution, the
Company’s ownership interest in the RioCan-HBC JV decreased from 88.0% as at February 3, 2018 to 87.9% as at May 5, 2018
and the Company realized a dilution gain of $1 million during thirteen weeks ended May 5, 2018 (2017: nil).

The following table details the changes in the Company’s investment in the RioCan-HBC JV:

Thirteen weeks ended

(millions of Canadian dollars) May 5, 2018 Apr 29,2017
Equity investment as at the beginning of the year............ccocceeverieienieneeeee e (227) )
Share of net earnings from JOINt VENTUIE. .........cocovieieriieieiieieie et ene e 14 20
Dilution gains from changes in equity INEIESt........couerieieiiirieirirerieereneseese e 1 —
Distributions of earnings from joint VENTUIE.............ccevieveriieiiiieeieseereee et (15) (18)
Equity investment as at the end of the period...................ocooiieiiiiiiiniie e, (227) @)

12



Summarized financial information of the RioCan-HBC JV and reconciliation to the carrying amount of the investment in the
consolidated balance sheets are set out below:

(millions of Canadian dollars) May 5, 2018 Apr 29,2017 Feb 3, 2018
CASH ..t 2 1 3
Current other financial @SSELS ..........cceeriririririenieneereeeeeeeeee e — 9 —
Current Other ASSELS .......oeuieruiriiiieie e 1 1 —
Non-current financial ASSELS ........ceevevververieiiere e 148 142 147
NON-CUITENT OTHET ASSEES....eivviiieiiieeiiee et enaee e 1,696 1,725 1,703
Current financial Habilities .........cveevveeriieiiieieerie e (449) @) (450)
Current other Habilities. ... ....ccoviiiiiveeierieeeee e 8 — ®)
Non-current financial Habilities .........cccceevviveiererieneiieeeieeeeee e 337) (539) (338)
Net asSets At 100Q0........cocvvviiiiiiiieeeeeeee e 1,053 1,332 1,057
Company’s share of net assets in the RioCan-HBC JV based on

OWNETSHIP INTETESE ....eeiiiieiieieieie e 926 1,173 930

Less gain on contributions of assets to the RioCan-HBC JV not

recognized related to Company’s ownership interest...........c.ccoceeeruenene (1,153) (1,180) (1,157)

Company’s carrying value of investment in the RioCan-HBC JV ...... (227) @) (227)

Summarized statements of earnings of the RioCan-HBC JV:

Thirteen weeks ended

(millions of Canadian dollars) May 5, 2018
Apr 29,2017

RENTAL TEVEIUE ...ttt ae e et eee e sae e e enes 27 27
RENtAl TEVEINUE = TECOVETIES. ..c..eveeiiiteriirtietente sttt ettt ettt ettt sbe bt e bt se et eeneas 2 2
Property OPErating COSS......uertiriiriiiiertieierttete ettt ettt sttt sb e et e e eae e et eaee e eaeenaes A3 3)
Depreciation and amortiZation............eeeerieriereeiere ettt e e see e enes 11 9
FINANCE INCOME ...ttt ettt sttt b et se et 3 3
FINANCE COSES..uuiiiiiiiiiieitieitieeiteeie et e st et e st e eteestte e beestaesabeessseenseessseenseensaesnseenssesssaesssennseens (@) 4
Net €arnings at 100Y0...........c.oooiiiiiieiiieiececee ettt e see e e sa e e beesteesbeesaseebeessseenseens 11 16
Company’s share of net earnings in the RioCan-HBC JV based on ownership interest ....... 9 14
Adjustment for the Company’s share of expenses not recognized by HBC.......................... 5 6
Company’s share of net earnings from the RioCan-HBC JV ..........ccocovevviiiererniiererennns 14 20
Reclassification of rental income to SG&A related to the Company’s ownership interest

in the RI0OCan-HBC JV ...ttt 20) (21)
Company’s share of net loss in the RioCan-HBC JV ............cc.cocooniniininininineens (6) (1)

HBS Joint Venture

During the thirteen weeks ended May 5, 2018, Simon made no capital contributions to the HBS Joint Venture (2017: U.S.$7
million ($9 million)). In the thirteen weeks ended April 29, 2017, in connection with the contributions made during that period,
Company realized dilution gains of $3 million.

The following table details the changes in the Company’s investment in the HBS Joint Venture:

Thirteen weeks ended

(millions of Canadian dollars) May §, 2018 Apr 29,2017
Equity investment as at the beginning of the year...........ccccvevverieciincieiiniee e 509 481
Share of net earnings from JOINt VENTUIE. ......c..cvevvieieriieieiieieite ettt eae e e e esse e enens 15 41
Dilution gains from changes in equity INtEIeSt ..........cevvreereerierieieeiee e — 3
Distributions of earnings from jOint VENTUIE. .........cceccveruieeierierieiieieeieie et eeee e sae e e 37 (36)
Net foreign Currency €XChange ........cooeieererieninieniieiese ettt 19 18
Equity investment as at the end of the period .....................cccooiiiiiiiiiiiii e, 506 507




Summarized financial information of the HBS Joint Venture and reconciliation to the carrying amount of the investment in the
unaudited interim condensed consolidated balance sheets are set out below:

(millions of Canadian dollars) May 5, 2018 Apr 29,2017 Feb 3, 2018
CASN ..ttt ettt neeneeas 52 51 51
Current other financial @SSELS .........ccceevereriririerieneereeeeeeceeee e 19 15 20
NON-CUITENT OthET ASSETS....cccvvvviiiiiieieiiie et 5,321 5,371 5,267
Current financial Habilities .........ccveeveeviieiiieieecie e (324) (322) (313)
Current other Habilities. .........ecverierierierieiieie e 33) 3D (32)
Non-current financial liabilities ) ............ocoooiviveeeieeeeeeeeeeeeeeeean. (2,945) (2,931) (2,920)
Non-current Habilities 1 ..o (407) (400) (411)
Net assets at 1000 ...........coooviviiiiiieieieeeee e 1,683 1,753 1,662
Company’s share of net assets in the HBS Joint Venture based on

OWNETSHIP INTETESE ....veeeiiiieeieeiieie et 1,051 1,106 1,037

Less gain on contribution of assets to the HBS Joint Venture not

recognized related to Company’s ownership interest............ccocvveevennenne. (545) (599) (528)

Company’s carrying value of investment in the HBS Joint Venture... 506 507 509

(1)  Figures of the balance sheet as at April 29, 2017 have been restated to correct the classification of a $130 million liability from non-current financial liabilities to non-
current liabilities.

Summarized statements of earnings of the HBS Joint Venture:

Thirteen weeks ended

(millions of Canadian dollars) May 5, 2018 Apr 29,2017
RENTAL TEVEIIUE ....ouiniiiiiiieiieiceiteee ettt ettt sttt sttt e e 111 106
ReNtal TEVENUE = TECOVETIES. ....eeueeuiiuiiiietietiitt ettt sttt ettt b et sbe et sttt et st sse e et neene 6 5
Property OPErating COSS.......ueiuiiiiitieieetieieettete et ce ettt ettt et e tesb et e et et e eseeneeeneeseeeneesees o) (6)
General and admMiniStrative EXPEIISES......cvervververierrerieteeteieeeesseeeesseesesseessesseessesseessesnensens ?2) 2)
Foreign exchange (10SS) ZAIMN .......cueevivieriiiieiecieie ettt ere e sreebesreeaessaesesssensans (29) 14
Depreciation and amortiZation............eeeeiirierieeiere ettt 27 27)
FINANCE COSTS ..ttt e e e e e e e e e eeaaeeeenaeeeeaeeeeeneeeeenseseeneeeeneeeens 30) (28)
INCOME tAX EXPEIISEC .. evveurieereriereerteeterteetesteesesseesseesseseessesseessesseessesseessesseessesssessesssessesssnnsens (6) @)
Net €arnings At 100Y0...........c.ooeiiiiiiiiiieieceeee ettt e eteestaeeteesteesbeessaessbeessaaesseens 18 58
Company’s share of net earnings in the HBS Joint Venture based on ownership interest..... 11 37
Adjustment for the Company’s share of expenses not recognized by HBC.......................... 4 4
Company’s share of net earnings from the HBS Joint Venture ............c.ccocvveninininencnennene 15 41
Reclassification of rental income to SG&A related to the Company’s ownership interest
N the HBS JOINt VENTULE......c..oooviiiiiiiiicie ettt ettt et e ae et eeve e (71) 67)
Company’s share of net loss in the HBS Joint Venture ..., (56) (26)
NOTE 12. LOANS AND BORROWINGS

The Company’s debt consists of a global U.S. dollar denominated asset based revolving credit facility (“Global ABL”), a U.S.
term loan (“U.S. Term Loan B”), mortgages and other loans.

a) Current loans and borrowings

(millions of Canadian dollars) May 5, 2018 Apr 29,2017 Feb 3, 2018

GIODAL ABL ...t 1,012 1,213 375

Current portion of long-term loans and borrowings.............ccoeeveevervenennen. 8 8 8
1,020 1,221 383

Less: unamortiZed COSES ...iovirriiirieniieitieeieeree e eseeere e e e eseeesereeseeeeenes (18) (26) (20)
1,002 1,195 363
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The amounts outstanding and the availability under the Global ABL were as follows:

(millions of Canadian dollars) May 5, 2018 Apr 29,2017 Feb 3, 2018
Gross borrowing base availability...........ccoooerierieiiinieieeeee e 2,802 2,732 2,435
DIaWINGS ..o (1,012) (1,213) (375)
Outstanding letters of Credit........oooeveereiiiieieeeee e 300) (96) (332)
Borrowing base availability net of drawings and letters of credit.............. 1,490 1,423 1,728

As the Global ABL is available for and used to finance working capital needs, capital expenditures, operating activities of the
Company’s Canadian, U.S., and European operations and other general corporate purposes, it has been classified in the unaudited
interim condensed consolidated balance sheets as part of current loans and borrowings. However, the Company is not required
to repay any balance outstanding until the maturity date of February 5, 2021.

Long-term loans and borrowings

(millions of Canadian dollars) May 5, 2018 Apr 29, 2017 Feb 3, 2018
U.S. Term Loan B.......ccoooiiiiiiiiiiiieeeeeeeeee e 642 683 619
Lord & Taylor MOTtZAZE .......ccevuiriieeirieriesieiesie et 504 542 488
SAKS MOTTZAGE .....neevieeeiieieeiieieee ettt ettt ettt st e e st eseeeseesseeneenaeens 1,606 1,706 1,548
Oher 10ANS ...eveiiiiieieeee ettt 36 7 36
2,788 2,938 2,691
Less: unamortiZed COSES ....cviiriiiriieeiieitiecieeriee et eriee e e ve et e sebeeeeee e 79 (78) (67)
Less: amounts due Within 0Ne Year ..........ccocvevveriecierienieneeee e &) ®) (®)
2,701 2,852 2,616
NOTE 13. OTHER LIABILITIES
(millions of Canadian dollars) May 5, 2018 Apr 29, 2017 Feb 3, 2018
Deferred landlord iNCENTIVES ..........coveeevieeiieeeie et 1,163 977 1,113
Straight-line rent lHabilities..........ccooviecierieiiiieie e 422 314 393
Deferred gain on sale and leaseback transaction...............cccccoeveeeveeveenennen. 210 220 212
Deposit for sale of Lord & Taylor Fifth Avenue building (note 4) ............ 96 — 93
Operating lease intangible Hability ............cccoevvevvieieiiiiiie e 85 108 87
Deferred proceeds from lease terminations............ccceeeeveveevveneenieseennennnn 65 64 65
Income taxes Payable ........ccooiivuiiiiiiieiecieceeeeee e 48 31 60
Financial Habilities ........ccueoieiriiiriniieseseiee e 3 7 18
L0 11 1T USRS 68 87 100
2,160 1,808 2,141
CUITENL ...ttt sttt et sttt e s e saeen 240 126 290
INODECUITENE ..ottt e e e e e e st e e e e e senaaaeeeesesaneeeeesennnnes 1,920 1,682 1,851
2,160 1,808 2,141

15



NOTE 14. FINANCIAL INSTRUMENTS

The fair values of the Global ABL, U.S. Term Loan B, Lord & Taylor Mortgage, Saks Mortgage and other loans are determined
using either quoted prices for identical or similar securities or a discounted cash flow model that uses current market interest
rates for items of similar risk. These instruments are classified within Level 2 of the fair value hierarchy.

As at May 5, 2018, April 29, 2017 and February 3, 2018, the carrying value and fair value of these debt instruments were:

(millions of Canadian dollars) May 5, 2018 Apr 29, 2017 Feb 3,2018
Carrying Valtue ) ... 3,800 4,151 3,066
Fair value.......ccooiiiiiicccce s 3,688 4,163 2,980

(1) Carrying values exclude unamortized costs.

Cash, trade and other receivables, trade payables and other payables and accrued liabilities are financial assets or liabilities that
are carried at other than fair value in the unaudited interim condensed consolidated balance sheets. The fair value of these
financial assets and liabilities approximate their carrying values at the balance sheet dates due to their short-term nature.

The fair values of interest rate swaps, forward foreign currency contracts and warrants reflect the estimated amounts that the
Company would receive or pay if it were to settle the contracts at the reporting date, and are determined using valuation techniques
based on observable market input data. The fair values of embedded foreign currency derivatives reflect the estimated amounts
the Company would receive or pay to settle forward foreign exchange contracts with similar terms using valuation techniques
which utilize observable market input data. These instruments are classified within Level 2 of the fair value hierarchy.

As at May 5, 2018, April 29, 2017 and February 3, 2018, the fair value and carrying value of derivative financial assets and
financial liabilities were as follows:

(millions of Canadian dollars) May 5, 2018 Apr 29,2017 Feb 3, 2018
Current financial assets (included in other current assets)..............c.......... 28 31 23
Current financial liabilities (included in other current liabilities).............. 3 1 18
Non-current financial liabilities (included in other liabilities)................... — 6 —

Certain features of the warrants issued in connection with the acquisition of Saks result in the warrants being presented as
derivative financial liabilities recorded at fair value in the unaudited interim condensed consolidated balance sheets. These
warrants are exercisable into common shares of the Company at an exercise price of $17.00 per warrant which in certain
circumstances is subject to adjustment.

In relation to the 1.5 million warrants issued concurrently with the execution of the merger agreement (“Merger Agreement
Warrants”) the Company recognized acquisition related finance income of less than $1 million during the thirteen weeks ended
May 5, 2018 (2017: finance income of less than $1 million) representing mark-to-market adjustments as at May 5, 2018. As at
May 5, 2018, the fair value of the Merger Agreement Warrants was less than $1 million (April 29, 2017: $1 million; February 3,
2018: less than $1 million). The Merger Agreement Warrants expire on July 26, 2018.

In relation to the 5.25 million warrants issued on November 4, 2013 upon closing of the acquisition of Saks (““Acquisition
Warrants”), the Company recognized acquisition related finance income of $1 million during the thirteen weeks ended May 5,
2018 (2017: finance costs of $1 million), representing mark-to-market adjustments to the fair value as at May 5, 2018. As at
May 5, 2018, the fair value of the Acquisition Warrants was less than $1 million (April 29, 2017: $5 million; February 3, 2018:
$1 million). The Acquisition Warrants expire on November 4, 2018.

The Company will continue to record mark-to-market gains and losses on the warrants until the earlier of the date of exercise
or expiry.

The Company’s net investments in L& T Acquisition and Gilt (U.S. dollars) and HBC Europe (Euros) whose functional currencies
are not Canadian dollars present foreign exchange risks to HBC. The Company is using a net investment hedge to mitigate a
portion of the U.S. dollar foreign exchange risk by designating U.S.$245 million of U.S. Term Loan B as a hedge of the first
U.S.$245 million of net assets of L&T Acquisition. Foreign currency translation of net earnings (loss) of L& T Acquisition, Gilt
and HBC Europe impacts consolidated net earnings (loss). Foreign currency translation of the net assets of L&T Acquisition,
Gilt and HBC Europe impacts other comprehensive income (loss).
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NOTE 15. SHARE BASED COMPENSATION

Senior executive option transactions were as follows:

Thirteen weeks ended

May 5, 2018 Apr 29, 2017
Weighted average Weighted average
Number of options exercise price Number of options exercise price
Outstanding at beginning of year............ccccccoeuene.e. 16,303,997 $15.55 16,289,564 $19.03
Granted .......oovvevvieeeiceeeeeeeeeeeeeeee e 450,000 $10.12 — —
Forfeited.......cooivieniiieecieeceeee e (445,404) $16.17 (323,271) $19.74
Outstanding at end of period............cccoevrvrvererinnnes 16,308,593 $15.38 15,966,293 $19.01
Share options exercisable at end of period.............. 6,050,709 $16.81 3,254,314 $17.01

During the thirteen weeks ended May 5, 2018, the grant date fair value of senior executive options was $2 million (2017: nil).

The following table summarizes information about the senior executive share options outstanding and exercisable as at May 5,
2018:

Weighteq average
remaining
Number of contractual life Weighted average  Number exercisable ~ Weighted average
Range of exercise prices outstanding options (years) exercise price at May 5, 2018 exercise price
$8.50 0 $8.99...c.eiviirinen 2,186,003 6.1 $8.95 384,302 $8.95
$10.00 to $10.49.................... 3,805,704 6.6 $10.39 — —
$11.00 to $11.49....ccocueveneeee. 308,641 6.5 $11.45 51,440 $11.45
$15.00 to $15.49....coeveenenene. 126,617 5.1 $15.01 42,199 $15.01
$16.00 to $16.49.................... 87,096 4.7 $16.28 — —
$16.50 to $16.99.......ccevueee. 120,214 54 $16.96 40,067 $16.96
$17.00 to $17.49....c.oceeneene. 7,080,480 4.8 $17.01 4,748,854 $17.01
$17.50 t0 $17.99....coeevnen. 494,398 3.0 $17.61 494,398 $17.61
$23.50 t0 $23.99....ccveinnen. 1,201,349 4.2 $23.83 274,345 $23.58
$24.00 to $24.49.......cccune... 100,000 44 $24.22 — —
$28.00 to $28.49.......cccuen.... 798,091 4.1 $28.34 15,104 $28.34
Total ..o 16,308,593 53 $15.38 6,050,709 $16.81

Other management option transactions were as follows:

Thirteen weeks ended

May 5, 2018 Apr 29, 2017
Weighted average Weighted average
Number of options exercise price Number of options exercise price
Outstanding at beginning of year...............c....... 1,371,466 $19.05 1,861,600 $19.13
FOTTIE oo ees e esseeesees (56,534) $19.40 (82,149) $20.78
Outstanding at end of period............cccocvvveveririnanes 1,314,932 $19.04 1,779,451 $19.06
Share options exercisable at end of period ............. 992,730 $17.28 649,154 $17.03

During the thirteen weeks ended May 5, 2018 and April 29, 2017, no other management options were granted.
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The following table summarizes information about the other management options outstanding and exercisable as at May 5,
2018:

Weighted average

Number of co;fl{:il:ﬁ:;glife Weighted average  Number exercisable  Weighted average
Range of exercise prices outstanding options (years) exercise price at May 5, 2018 exercise price
$15.00 to $15.49....ccoeveeneenn. 38,400 5.1 $15.01 12,792 $15.01
$16.00 to $16.49.........cccccnu.. 14,400 4.7 $16.28 — —
$17.00 to $17.49......cceevnenee. 681,332 2.5 $17.03 632,738 $17.03
$17.50 t0 $17.99....ccvvveinnee. 336,000 3.0 $17.61 336,000 $17.61
$23.50t0 $23.99..c.cccviinnee 51,200 43 $23.83 11,200 $23.58
$28.00 to $28.49.......ccccueuee. 193,600 4.1 $28.34 — —
Total.....coerieiiiiieiiincncene, 1,314,932 3.0 $19.04 992,730 $17.28

The assumptions used to measure the fair value of senior executive options granted during the thirteen weeks ended May 5,
2018 under the Black-Scholes option pricing model at the grant date were as follows:

Expected divIdend YIEld..........ooeririiiiiiiiiiieie ettt et 0.5%
Expected Share price VOIALIIIEY ..........ccviiieriiiieiieieieeteste ettt ettt sae st b et eesesbeesaesseesseeseessesseesesssesseessesseas 42.6%
RISK-1T@E TNTEIEST TALE ...ttt ettt ettt b et b et e bt e e eb e et eae e beeaee bt emeesbeeneesbeeneenneas 1.9%
Expected 1ife Of OPtIONS (YEAIS) ...veeveerieriiriieitieieieeierieetesteete st etesteestesseestesseensesseensesseensesneesesneessesnsessesnsensens 39t0o5.4

During the thirteen weeks ended May 5, 2018, the Company granted 189,111 (2017: 142,391) deferred share units (“DSUs”)
and 1,142,231 (2017: nil) restricted share units (“RSUs”) with grant date fair values of $2 million (2017: $1 million) and $11
million (2017: nil). During the thirteen weeks ended May 5, 2018, the Company granted 815 DSUs (2017: 1,757) and 9,422
RSUs (2017: 8,196) as dividend equivalents. The fair values of the grants were determined based on the Company’s share price
at the date of the grant. RSUs granted vest over terms ranging from 12 to 36 months.

During the thirteen weeks ended May 5, 2018, the Company granted 917,604 performance share units (“PSUs”) (2017: nil) with
grant date fair values of $8 million (2017: nil) of which $8 million (2017: nil) is expected to vest. The fair value was determined
based on the Company’s share price at the date of the grant and have a life of 4 years. Based on the achievement of specified
performance targets,which are linked to the maximum 90-day average share price observed over the vesting period, the number
of PSUs that vest will range from 50% and 150% of the number of units awarded. If at the expiry date the performance targets
are not met, no PSUs will vest. During the thirteen weeks ended May 5, 2018, the Company granted 7,898 PSUs (2017: 2,567)
as dividends equivalents.

During the thirteen weeks ended May 5, 2018, the Company granted 1,925 (2017: 7,139) performance restricted share units
(“PRSUs”) as dividend equivalents to senior executives.

Share based compensation expense

Total share based compensation expense for thirteen weeks ended May 5, 2018 is summarized as follows:

Thirteen weeks ended

(millions of Canadian dollars) May §, 2018 Apr 29,2017
SRATE OPLIONS ....veeieieeitecieete ettt ettt et et ettt e st eae st e besseenseessanseesse st ensesseensesneesesnnensennsens 4 7
PO S et b bbbttt ettt et ene bt eaea 3 2)
RIS S ettt ettt ettt a et a e a e es e e st ekt ettt e eh et et et e sense e et enteneeneeneas 8 4
Other share based compensation V................coo.covoivirvreeeieeceeeeeeeeee e 2 2
17 11

(1) Includes phantom share units, DSUs and PRSUs.

During the thirteen weeks ended May 5, 2018, $5 million (2017: nil) of share based compensation was settled. Of the total
settlement, $2 million (2017: nil) of common shares were purchased on the open market while the Company issued common
shares for the remainder.
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NOTE 16. SHARE CAPITAL

The Company’s share capital consists of common shares and preferred shares as follows:

(millions of Canadian dollars) May 5, 2018 April 29, 2017 February 3, 2018
Authorized:
Unlimited number of common shares

Unlimited number of preferred shares, issued in series

Issued:

183,073,362 common shares

(April 29,2017: 182,251,145, February 3, 2018: 182,853,504)................ 1,430 1,422 1,427
50,919,608 preferred shares

(April 29, 2017: nil, February 3, 2018: 50,919,608) ........cceevevrvererererrnennes 618 — 618

2,048 1,422 2,045

During the thirteen weeks ended May 5, 2018, the Company issued 219,858 (2017: nil) common shares in connection with the
settlement of vested share based awards.

The holder of Convertible Preferred Shares has the option to convert any or all outstanding Convertible Preferred Shares into
common shares. The conversion amount is equal to U.S.$500 million plus cumulative interest accrued at 5% per annum, divided
by conversion price that was set at U.S$9.82 on the issuance date. The conversion price is subject to adjustment from time to
time in accordance with the terms of the Convertible Preferred Shares. As at May 5, 2018, the outstanding Convertible Preferred
Shares could have been converted into 52,122,495 common shares.

During the thirteen weeks ended May 5, 2018, the Company’s Board of Directors declared the following dividends on common
shares:

Number of shares
Date of declaration Record date Date paid Dividend per share (millions) Dividends paid

March 1, 2018 March 30, 2018 April 13, 2018 $0.0125 183 2

Net loss per common share and weighted average common shares outstanding are calculated as follows:

Thirteen weeks ended

(millions of Canadian dollars or shares except per share amounts) May 5, 2018 Apr 29,2017
Net loss from continuing OPETALIONS .........c.eeveerueriertieiertierieeeereeseereeseeseessaesseessesseeeesseensenns (314) (214)
Net loss from discontinUed OPErAtiONS..........ecvieieriireieriieierieeeeseeiesteereeseeseeeesseeseesseeseesees (86) @)
Total net loss for basic and diluted earnings per share ............ccoceeevervinienenieneneneeeene (400) (221)
Weighted average common shares outStanding ............cceeevereerierierieniesieeiee e 183 182
Weighted average common shares that could be issued upon conversion of Convertible

Preferred SRares ........ccccoiiiiiiinii e e 52 —
Basic and diluted weighted average common shares outstanding...........ccceecevceenvreencnnene. 235 182

Loss per share - basic and diluted

CONLINUING OPETALIONS ..vvivvievierierrietietesteetesteesesseesesteessesssessesssessesssesseessessesssesseessessesssesses (1.33) (1.17)

Discontinued OPETAtIONS ........cevueeieriieientieeeteete et et etce sttt st testeeseesbeestesbeentesbeeneesseeeeene (0.37) (0.04)

TOLALl OPETALIONS ....e.vveuveeeeeneieeieieeeeeeteete et et e st e e s aeetesteeseesaesseeseenseeseanseeseanseensenseennesseensenns (1.70) (1.21)
NOTE 17. RELATED PARTY TRANSACTIONS

Transactions between HBC and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosed in this note. Details of transactions with other related parties are disclosed below.

Asubsidiary of L&T Acquisition has a lease with SP 35 L.P. (the “Landlord”) for approximately 31,000 square feet in Shrewsbury,
NJ. Amounts charged to the Company under the rental arrangement for thirteen weeks ended May 5, 2018 were U.S.$110
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thousand (2017: U.S.$110 thousand). The Landlord is an affiliate of National Realty & Development Corp. (“NRDC”). Richard
and Robert Baker, the principals of NRDC, are directors of the Company.

HBC has entered into vendor agreements with 2 related companies in which Earl Rotman, a director of the Company, has a non-
controlling ownership interest. The agreements relate to menswear and womenswear sold in Saks Fifth Avenue and the
Department Store Group (“DSG”). During the thirteen weeks ended May 5, 2018, HBC purchased goods of approximately
$162 thousand (2017: $467 thousand) from these companies and has committed to ordering approximately $385 thousand for
the remainder of fiscal 2018.

Excluding returns of capital and distributions received (note 11), transactions with the RioCan-HBC JV and the HBS Joint
Venture comprised the following:

Thirteen weeks ended
(millions of Canadian dollars) May 5, 2018 Apr 29,2017
RENE EXPEIISE .....vvevieiieiecieeieciee ettt ettt et te et e st e b e b e sbessessa et e eseessassessessesesseaseaseessessessassassensansenes 139 135

Balances due from (to) the RioCan-HBC JV and the HBS Joint Venture are comprised of:

RioCan-HBC JV HBS Joint Venture

(millions of Canadian dollars) May 5,2018 Apr 29,2017 Feb 3,2018 May 5,2018 Apr 29,2017 Feb 3,2018
Prepaid rents (included in other current assets) .. 7 2 7 32 12 32
Receivables (included in trade and other

TECEIVADICS)....voiviceicieeeceeeeeeeee e — — — 14 14 16
Payables (included in other current liabilities).... — — — “) 4 4
Loans payable (included in other current

LabIlities) . c.coveeeeieieiecce e — — — 12) 4) (12)

In addition, included in other current liabilities as at April 29, 2017 were promissory notes in the aggregate amount of $12 million
to both RioCan-HBC JV and RioCan ($6 million each) which pertained to a tenant improvement advance from the joint venture
to the Company. The promissory notes were interest-free and were fully settled during the year ended February 3, 2018 as HBC
had satisfied its tenant improvement commitment.

All of the above amounts have been recorded at the exchange value of the transaction.

NOTE 18. CONTINGENT LIABILITIES

As at May 5, 2018, the Company is involved in and potentially subject to various claims by third parties arising out of the normal
course and conduct of its business. Although such matters cannot be predicted with certainty, management currently considers
the Company’s exposure to such claims and litigation, tax assessments and reassessments, to the extent not covered by the
Company’s insurance policies or otherwise provided for, not to be material to the unaudited interim condensed consolidated
financial statements, but may have a material impact in future periods.

NOTE 19. SEGMENTED REPORTING

The Company has 6 operating segments: Hudson’s Bay, Lord & Taylor, and Home Outfitters (collectively referred to as DSG);
Saks Fifth Avenue; HBC Europe; and Saks OFF STH, which are aggregated into 1 reportable segment, Department Stores, as
they have similar economic characteristics, products and services and customers. The Department Stores segment earns revenue
from the sale of fashion apparel, accessories, cosmetics and home products to customers in a similar target market, is managed
by the Chief Operating Decision Maker and supported by an integrated shared services function.
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The following summarizes retail sales and non-current assets by country/region of origin:

Thirteen weeks ended

(millions of Canadian dollars) May 5, 2018 Apr 29,2017
(restated - note 5)

Retail sales

CANAAA......ueeieiiciectee ettt ettt sttt tb e b e tb et et a e te et e eaeesbesaeesbeeaeenreereerens 697 676
UNIEEA STALES ...veeneeiieieeiieie ettt ettt et e st e st e et e see e e bt eaeeeseenteeseenseeneeeeeneesneeneesnes 1,447 1,486
BUTOPE ..ttt e sttt et 944 896
3,088 3,058

(millions of Canadian dollars) May 5, 2018 Apr 29,2017 Feb 3, 2018

Non-current assets®

L T 1o - TSRS 1,013 982 1,004
UNIEEA STALES.....veevievieiieeiecii ettt ettt reereeaeereeaeeenas 4,075 4,881 4,006
BULOPEC....eiiiieiie ettt e e 1,797 1,534 1,810
6,885 7,397 6,820

(1)  Excludes deferred tax assets, pensions and employee benefits and investments in joint ventures

NOTE 20. CHANGES IN OPERATING WORKING CAPITAL
Thirteen weeks ended
May 5, 2018 Apr 29,2017
(millions of Canadian dollars) (restated - note 5)
(Increase) decrease in trade and other receivables.........c.cccveereirieiniineonineececneene 31 61
INCTEase IN INVENLOTIES ......c.evveuireeiirieiirieiirteie ettt sttt et s nesaenene (204) (184)
INCrease N OtheT ASSETS........cuiuiuiuiiiiiiciciiiicic s 14) (50)
Decrease in trade and other payables, accrued liabilities and provisions.............cccecccevueunnee ©) (224)
Decrease in other Habilities...........cccioiiiiiiiiiiiiiicc s 39) (46)
(295) (443)
NOTE 21. CHANGES IN PRESENTATION

In the annual audited consolidated financial statements for the year ended February 3, 2018, the Company made changes to its
financial statement presentation. These changes only impact the Company’s balance sheet for the comparative period and have
no impact on the Company’s results from operations or earnings (loss) per share. The impacts of the financial statement
presentation changes to previously reported comparative amounts are as follows:

April 29, 2017
Decrease in
trade and other Decrease in
(millions of Canadian dollars) receivables trade payables
Reclassification of vendor debit balances............ccvevveeeiiiiieiiieiiieceeee e 13 13

NOTE 22. SUBSEQUENT EVENTS

On June 2, 2018, a subsidiary of the Company entered into an agreement with Gladd Inc. to sell the shares of Gilt Groupe K.K.,
a Japanese subsidiary of Gilt. On June 3, 2018, certain U.S. and Irish subsidiaries of the Company entered into an agreement
with Rue La La (“RLL”), where RLL will purchase certain assets and liabilities of the Gilt business. Both transactions are
expected to close in the second quarter of 2018. Expected proceeds from both transactions are still to be finalized subject to
certain terms of the agreements and customary closing conditions.
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