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SEARS HOLDINGS REPORTS SECOND QUARTER 2017 RESULTS
AND PROVIDES AN UPDATE ON RECENT LIQUIDITY AND STRATEGIC ACTIONS

Significant Improvement in Net Loss and Adjusted EBITDA for the Second Quarter

HOFFMAN ESTATES, Ill. - Sears Holdings Corporation ("Holdings," "we," "us," "our," or the "Company")
(NASDAQ: SHLD) today announced financial results for its second quarter ended July 29, 2017. As a supplement to
this announcement, a presentation, pre-recorded conference and audio webcast are available at our

website http://searsholdings.com/invest. Highlights include:

*  Net loss attributable to Sears Holdings' shareholders and Adjusted EBITDA improved $144 million and
$124 million, respectively, in the second quarter of 2017 compared to the second quarter of 2016; and

«  Substantial liquidity generated through several transactions executed during the quarter resulting in
availability on our revolving credit facility of approximately $191 million at July 29, 2017.

Second Quarter Results

The retail environment remained challenging, with continued softness in store traffic and elevated price competition,
however, we are encouraged that the month of July was the best month of the quarter in terms of comparable store
sales performance. During the second quarter 2017, we had total revenues of approximately $4.4 billion, compared
with $5.7 billion in the prior year quarter, with store closures contributing to approximately $770 million of the
decline, and with reductions in the number of pharmacies in open stores and the reduction in consumer electronics
assortment continuing to contribute to our overall sales decline. Comparable store sales declined 11.5% during the
second quarter of 2017. Kmart comparable store sales decreased 9.4%, with a 6.8% decline excluding the impact of
the consumer electronics and pharmacy categories, while Sears comparable store sales declined 13.2%, with a
12.1% decline excluding consumer electronics category.

We continued to focus on streamlining our operations, reducing inventory and operating expenses, and are taking
incremental actions to further improve the Company's performance. The impact of the various actions we have taken
resulted in improved Adjusted EBITDA in each consecutive month of the quarter, including positive Adjusted
EBITDA in the month of July. We reported a net loss attributable to Sears Holdings’ shareholders of $251 million in
the second quarter of 2017, compared to a net loss attributable to Sears Holdings’ shareholders of $395 million in
the prior year second quarter. In addition, Adjusted EBITDA was $(67) million for the second quarter of 2017,
compared to $(191) million in the prior year second quarter. As a result of the Seritage and JV transactions, Adjusted
EBITDA for the second quarter of 2017 and 2016 included additional rent expense of approximately $44 million and
$48 million, respectively. Due to the structure of the leases, we expect that our cash rent obligations to Seritage and
the joint venture partners will decline, over time, as space in these stores is recaptured. From the inception of the
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Seritage transaction to date, we have received recapture notices on 36 properties and also exercised our right to
terminate the lease on 56 properties, which is estimated to reduce our rent payments by approximately $52 million
on an annual basis.

Edward S. Lampert, Chairman and Chief Executive Officer of Sears Holdings, said, "We are making progress on the
strategic priorities we outlined earlier this year and remain focused on returning our Company to profitability. The
comprehensive restructuring of our operations is delivering cost efficiencies and helping drive improvements to our
operating performance. While the third quarter has historically been our most difficult quarter over the past several
years, we are working towards making meaningful improvement in our performance this year as a result of the
restructuring actions we have put in place, and our continued focus on the expansion of our Shop Your Way
ecosystem."

Rob Riecker, Holdings' Chief Financial Officer, said, "During the quarter, we continued to focus on actions to
provide the Company with additional financial flexibility to generate liquidity and demonstrate our ability to manage
our business while meeting all of our financial obligations."”

Financial Position and Liquidity Update

At July 29, 2017, we had utilized approximately $605 million of our $1.5 billion revolving credit facility due in
2020 (consisting of $216 million of borrowings and $389 million of letters of credit outstanding). The amount
available to borrow under our credit facility was approximately $191 million, which reflects the effect of our
springing fixed charge coverage ratio covenant and the borrowing base limitation in our revolving credit facility,
which varies primarily based on our overall inventory and receivables balances. Availability under our general debt
basket was approximately $407 million at July 29, 2017, compared to $250 million at January 28, 2017.

The Company's total cash balances were $442 million at July 29, 2017, including restricted cash of $230 million,
compared with $286 million at January 28, 2017. Short-term borrowings totaled $546 million at the end of the
second quarter of 2017, consisting of $216 million of revolver borrowings and $330 million of line of credit loans.

Merchandise inventories were $3.4 billion at July 29, 2017, compared to $4.7 billion at July 30, 2016, while
merchandise payables were $0.7 billion and $1.3 billion at July 29, 2017 and July 30, 2016, respectively.

Total long-term debt (including current portion of long-term debt and capital lease obligations) was $3.5 billion and
$4.2 billion at July 29, 2017 and January 28, 2017, respectively.

We continued to take actions during the second quarter of 2017 to improve liquidity. As previously announced, the
Company amended its existing Second Lien Credit Agreement dated September 1, 2016 in July to provide for the
creation of a $500 million Line of Credit Loan Facility (the "Line of Credit Facility"). At the end of the second
quarter of 2017, $330 million was outstanding under the Line of Credit Facility. Seven investors have made loans to
the Company under the Line of Credit Facility, including affiliates of ESL Investments, Inc. ("ESL"), certain of our
directors and companies affiliated with them, and certain unaffiliated third party investors. Additionally, in August,
the Company executed an amendment to its secured standby letter of credit facility (the "LC Facility"). The
amendment, among other things, extends the maturity of the $271 million LC Facility from its original maturity date
of December 28, 2017 through December 28, 2018 and eliminates the unused portion of the facility. The LC Facility
permits the lenders, JPP, LLC and JPP I, LLC, affiliates of ESL, to syndicate all or a portion of their commitments
under the LC Facility. As of today, $140 million of the LC Facility has been syndicated to unaffiliated third party
lenders.

During the second quarter of 2017, we generated net cash proceeds of over $460 million from real estate
transactions, a portion of which were used to reduce the amounts outstanding under the 2016 Real Estate Loan
from $500 million to $263 million, which resulted in increased availability under the general debt basket of the
Company's revolving credit facility, pursuant to which the Company can raise up to $1.0 billion in loans that can
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mature within the June 2020 maturity, and under the 2017 Real Estate Loan from $500 million to $461 million.
Remaining net proceeds of over $180 million from the real estate transactions were used to reduce the outstanding
balance on our revolving credit facility. Subsequent to second quarter end, the Company executed additional asset
sales which generated cash proceeds of nearly $160 million, with approximately $25 million utilized to pay down
amounts outstanding under the 2017 Real Estate Loan and the remainder used to pay down revolver borrowings.

We continue to work to manage our vendor relationships in a constructive manner. We have materially reduced our
risk over the past several years, while meeting all of our obligations. Similarly, we will continue to ensure that our
vendors deliver on their obligations to Sears Holdings.

Strategic Actions

In July, the Company announced our agreement with Amazon to launch Kenmore products on Amazon.com, which
we expect will significantly expand the reach of the Kenmore brand. We expect this partnership to drive growth
opportunities across three of our divisions - Kenmore, Sears Home Services and Innovel Solutions, Inc. ("Innovel™).
Innovel and Sears Home Services will provide white-glove service for delivery, installation and extended product
protection for the full range of home appliances from Kenmore sold on Amazon.com. The Amazon Kenmore Store
will feature a full range of Kenmore products for purchase across the United States, with select home appliances
already available in California.

We continue to explore opportunities for our Kenmore® and DieHard® brands, as well as our Sears Home Services
and Sears Auto Center businesses by evaluating potential partnerships or other transactions that could expand
distribution of our brands and service offerings to realize significant growth. There can be no assurance that we will
complete one or more transactions, and we also intend to take actions on our own that present the opportunity to
improve the economics of these brands and business, including potential externalization through non-Sears Holdings
channels.

We have also continued to achieve significant progress in our restructuring program announced earlier this year,
with over $1.0 billion in annualized cost savings actioned to date. Actions taken to date to realize $1.25 billion in
annualized cost savings have included simplification of the organizational structure of Sears Holdings, streamlining
of operations, reducing unprofitable categories and the closure of under-performing stores. In fiscal year 2017, we
have closed approximately 180 stores previously announced for closure, and an additional 150 stores previously
announced for closure are expected to be closed by the end of the third quarter of 2017. In addition, later this
morning we will be notifying associates at 28 Kmart stores that we will be closing these stores later this year, as we
continue to transform our business model so that our physical store footprint and our digital capabilities match the
needs and preferences of our members; a list of these stores will be posted in the "News/Media" section of
searsholdings.com (http://searsholdings.com/media/company-statements) by mid-day. As a result of these actions,
the Company has begun to see improvement in the operations in the second quarter as noted above, particularly in
the months of June and July as the restructuring program actions, including the closing of unprofitable stores, have
begun to take effect.

Finally, in August 2017, the Company reached an agreement with Metropolitan Life Insurance Company ("MLIC™)
to annuitize an additional $512 million of its pension liability, under which MLIC will pay future pension benefit
payments to approximately 20,000 retirees. This action is expected to have an immaterial impact on the funded
status of our total pension obligations, but will serve to further reduce the size of the Company's combined pension
plan, reduce future cost volatility, and reduce future plan administrative expenses.



Adjusted EBITDA

In addition to our net loss attributable to Sears Holdings' shareholders determined in accordance with Generally
Accepted Accounting Principles ("GAAP"), for purposes of evaluating operating performance, we use Adjusted
Earnings Before Interest, Taxes, Depreciation and Amortization ("Adjusted EBITDA") and Adjusted Loss Per Share
("Adjusted EPS"), which are non-GAAP measures. The tables attached to this press release provide a reconciliation
of GAAP to as adjusted amounts. We believe that our use of Adjusted EBITDA and Adjusted EPS provides an
appropriate measure for investors to use in assessing our performance across periods, given that these measures
provide adjustments for certain significant items which may vary significantly from period to period, improving the
comparability of year-to-year results and is therefore representative of our ongoing performance. Therefore, we have
adjusted our results for them to make our statements more useful and comparable. However, we do not, and do not
recommend that you solely use Adjusted EBITDA or Adjusted EPS to assess our financial and earnings
performance. We also use, and recommend that you use, diluted loss per share in addition to Adjusted EPS in
assessing our earnings performance.

Forward-Looking Statements

Results are unaudited. This press release contains forward-looking statements intended to qualify for the safe harbor
from liability established by the Private Securities Litigation Reform Act of 1995, including, but not limited to,
statements about our strategic restructuring program and anticipated results of strategic initiatives, our
transformation through our integrated retail strategy, our plans to redeploy and reconfigure our assets, our plans to
market and sell a portion of our existing real estate assets, our liquidity, our ability to exercise financial flexibility as
we meet our obligations and pursue possible strategic transactions, and other statements that describe the Company's
plans. Whenever used, words such as "will," "expect," and other terms of similar meaning are intended to identify
such forward-looking statements. Forward-looking statements, including these, are based on the current beliefs and
expectations of our management and are subject to significant risks, assumptions and uncertainties, many of which
are beyond the Company's control, that may cause our actual results, performance or achievements to be materially
different from any future results, performance or achievements expressed or implied by these forward-looking
statements. Detailed descriptions of other risks relating to Sears Holdings are discussed in our most recent Annual
Report on Form 10-K and other filings with the Securities and Exchange Commission. While we believe that our
forecasts and assumptions are reasonable, we caution that actual results may differ materially. We intend the
forward-looking statements to speak only as of the time made and do not undertake to update or revise them as more
information becomes available, except as required by law.

About Sears Holdings Corporation

Sears Holdings Corporation (NASDAQ: SHLD) is a leading integrated retailer focused on seamlessly connecting
the digital and physical shopping experiences to serve our members - wherever, whenever and however they want to
shop. Sears Holdings is home to Shop Your Way®, a social shopping platform offering members rewards for
shopping at Sears and Kmart, as well as with other retail partners across categories important to them. The Company
operates through its subsidiaries, including Sears, Roebuck and Co. and Kmart Corporation, with full-line and
specialty retail stores across the United States. For more information, visit www.searsholdings.com.



Sears Holdings Corporation
Condensed Consolidated Statements of Operations

(Unaudited)
Amounts are Preliminary and Subject to Change
13 Weeks Ended 26 Weeks Ended
millions, except per share data Juzlg)/1279, Juzlgféo, Ju2Ig1279, Juzlgféo,
REVENUES
Merchandise SAlES...........cccveveuerciiiieieie st $ 3498 $ 4648 $ 6927 $ 9,050
Services and Other ..o 867 1,015 1,739 2,007
TOtAl FEVENUES ... e 4,365 5,663 8,666 11,057
COSTS AND EXPENSES
Cost of sales, buying and occupancy - merchandise sales............ 2,902 3,809 5,785 7,431
Gross margin dollars - merchandise sales ............cccccoeeennee. 596 839 1,142 1,619
Gross margin rate - merchandise sales .........cc.ccocveevevveriennnne 17.0% 18.1% 16.5% 17.9%
Cost of sales and occupancy - services and other...........cc.ccccc.... 492 594 980 1,189
Gross margin dollars - services and other ............cc.ccevvvennee. 375 421 759 818
Gross margin rate - services and other ..........c.ccoceeveveiennn 43.3% 41.5% 43.6% 40.8%
Total cost of sales, buying and 0CCUPANCY.........ccccovererereneereenn. 3,394 4,403 6,765 8,620
Total gross margin dolars ...........cooeeeieneieniieicseeeeiene 971 1,260 1,901 2,437
Total gross Margin rate .........ccocveevevereerenesesese s seereeiesnens 22.2% 22.2% 21.9% 22.0%
Selling and adminiStrative ..o 1,369 1,484 2,636 2,987
Selling and administrative expense as a percentage of total
FEVENUES w..ovooveoeeeeveecvee e ssss s s s es st en s esnsnsen 31.4% 26.2% 30.4% 27.0%
Depreciation and amortization ..........c.cccccevereienenencseneee e 83 92 170 187
IMPAIrMENt CRAIGES .....ccvviveeeeeece e 5 7 20 15
Gain 0N Sales Of @SSELS.......cviiiieieriiereee e (380) (54) (1,121) (115)
Total COStS aNd EXPENSES. .....ecviverreireriereerieseesreseseereereeeeseens 4,471 5,932 8,470 11,694
Operating iNCOME (10SS) ......eoeeirriereie e (106) (269) 196 (637)
INEEIESt EXPENSE ..vvivveeeitesieeteeree et s e e et et sneenaeeennes (123) (99) (251) (184)
Interest and INVEStMENE 10SS.......ccoiiiiiiinieieiee e (12) (13) (14) 17)
(O] 11T g [0SR — (1) — —
L0SS Defore iNCOME tAXES .....covveviiiviiee st (241) (382) (69) (838)
Income tax (expense) benefit..........coccvvvviviveieiene v, (10) (13) 62 (28)
NET LOSS ATTRIBUTABLE TO HOLDINGS'
SHAREHOLDERS.......cocctiiiitit e $ (251) $ (395 $ (7) $ (866)
NET LOSS PER COMMON SHARE ATTRIBUTABLE
TO HOLDINGS' SHAREHOLDERS
Diluted 10SS PEF SAIE .....cvceiviieieieicesee e $ (234 $ (370 $ (007) $ (811
Diluted weighted average common shares outstanding................ 107.3 106.9 107.2 106.8



Sears Holdings Corporation
Condensed Consolidated Balance Sheets

(Unaudited)
Amounts are Preliminary and Subject to Change
July 29, July 30, January 28,
millions 2017 2016 2017
ASSETS
Current assets
Cash and cash eqUIVAIENES............ccccevieeieieceree e $ 212 $ 276 $ 286
RESIICIEA CASH ... s 230 — —
ACCOUNLES TeCEIVADIE ..o 370 390 466
Merchandise INVENLOIIES .......cocveiiiiiiiiecece e 3,433 4,684 3,959
Prepaid expenses and other CUrrent assetsS.........oocvvvvvrvevereerereenieseenns 318 275 285
TOtAl CUITENT ASSELS ....viiiiiie ittt ettt ettt ebe e ere s 4,563 5,625 4,996
Property and equipment (net of accumulated depreciation and
amortization of $2,676, $3,032 and $2,841).......cccccceererrirnrrerreiereeeienns 1,969 2,465 2,240
GOOAWIIL... .ottt 269 269 269
Trade names and other intangible assets..........ccevevvrierieieviesie e 1,249 1,906 1,521
OhEE @SSELS 1.vviiieiie ittt e e s s re e st e e be e b e enbesraesreens 301 349 336
TOTALASSETS ...ttt $ 8351 $ 10614 $ 9,362
LIABILITIES
Current liabilities
Short-term DOrTOWINGS .....c.eiieieiiee e $ 546 $ 164 $ —
Current portion of long-term debt and capitalized lease obligations.... 1,052 550 590
Merchandise Payables ... 670 1,345 1,048
Other current lIabilties. ..o 1,686 1,802 1,956
UNEArNEd FEVENUES ......ccvveiveeieeie et st esteeste et e et estee e teesre e e saeenre s 704 775 748
OFNEE TAXES ..ttt bbbt 302 317 339
Total current HabilitiesS..........coovviiieiiccce e 4,960 4,953 4,681
Long-term debt and capitalized lease obligations............cc.ccoeevvercrcrnnnnn, 2,405 2,837 3,573
Pension and postretirement benefits ... 1,731 2,072 1,750
Deferred gain on sale-1easeback ............cccvvvviiviiecic s 455 686 563
Sale-leaseback financing obligation ... 230 164 235
Other long-term liabilities .....c.coevviveieiicr e 1,578 1,703 1,641
Long-term deferred tax liabilities.........cocooeriiiiiiii 643 892 743
Total Liabilities .....cooveiieieiie e 12,002 13,307 13,186
D] 1 I SRS RTURSPRTURSPRIN
Q0] v L =) o] | S (3,651) (2,693) (3,824)
TOTAL LIABILITIESAND DEFICIT ...covoviiieiie e $ 8351 $ 10614 $ 9,362
Total common shares oUtSTANAING ........ccccvvvrviiveiercre e 107.4 106.9 107.1



Sears Holdings Corporation
Segment Results

(Unaudited)
Amounts are Preliminary and Subject to Change
13 Weeks Ended July 29, 2017
millions, except store data Kmart Df;ifﬂc H(S)fgiﬁgs
TOLAl FEVENUES........ceeeieeieiieieie ettt $ 1475 $ 2890 $ 4,365
Total cost of sales, buying and OCCUPANCY.........ccccovrvreieeiereenesesieseseenens 1,195 2,199 3,394
Gross Margin dOIArS. .........cooiiiiiii e 280 691 971
GrOSS MAIGIN FALE....ecveiveieeereeeeie e ste e se e e e ettt esaesresaesneereeneens 19.0% 23.9% 22.2%
Selling and admMiNIStrAtiVE ........ccoviirieiecece e 323 1,046 1,369
Selling and administrative expense as a percentage of total revenues......... 21.9% 36.2% 31.4%
Depreciation and amortization .........cccccevevererieneniesieeieeseee s 14 69 83
IMPAITMENT CRAIGES ...ttt s 3 2 5
Gain 0N SAlES OF ASSELS....cuvcvieeeieiire e (79) (301) (380)
Total COStS AN EXPENSES ....vviveerrereerierieriesiesre e e eree e enie e sresre e ereeneens 1,456 3,015 4,471

Operating iNCOME (I0SS) ......ccireriiiiiiiiicieiete et $ 19 $ (125) $  (106)
Number of:

KIMAIT STOTES ... bbb 610 — 610

FUII-LING SEOTES ...ttt et bbb — 619 619

SPECIAILY SOTES ....evve it — 21 21

TOLAL STOTES ...t e 610 640 1,250

13 Weeks Ended July 30, 2016
millions, except store data Kmart Diﬁf‘efﬂc H(S)fjiﬁgs
TOLAl FEVENUES........cvevieeierieieie ettt $ 2221 $ 3442 $ 5,663
Total cost of sales, buying and OCCUPANCY.........ccccovrvreiverierenesesie s 1,760 2,643 4,403
Gross Margin dOIArS. .........cuoeiiiiii e 461 799 1,260
GrOSS MAIGIN FALE....ccvviveiereeieeeie e ste e se ettt seesr e aesneereeneens 20.8% 23.2% 22.2%
Selling and adminiStratiVe ..........cocoiiiiiiiic e 498 986 1,484
Selling and administrative expense as a percentage of total revenues......... 22.4% 28.6% 26.2%
Depreciation and amortization ..........c.cccccevereieienenieieeee e 15 77 92
IMPAITMENT CRAIGES ..o enes 1 6 7
Gain 0N SAIES OF ASSELS......ecuieeeieiiesie e (44) (10) (54)
Total COStS AN EXPENSES ....vviveerrerrerie e e sre e e esie et ereeneens 2,230 3,702 5,932

OPEIAtING 10SS....viviiiiiiiiie ettt bbb $ 9 $ (260) $ (269)
Number of:

KIMAIT STOTES ...ttt 883 — 883

FUII-LINE SEOTES ...ttt bbb — 683 683

SPECIAILY SOTES ....evve it — 26 26

TOLAL STOTES ...ttt bbb 883 709 1,592




Sears Holdings Corporation
Segment Results

(Unaudited)
Amounts are Preliminary and Subject to Change
26 Weeks Ended July 29, 2017
millions, except store data Kmart Df;ifﬂc H(S)fgiﬁgs
TOLAl FEVENUES........ceeeieeieiieieie ettt $ 2968 $ 5698 $ 8,666
Total cost of sales, buying and OCCUPANCY.........ccccovrvreieeiereenesesieseseenens 2,425 4,340 6,765
Gross Margin dOIArS. .........cuoiiiiiiie e 543 1,358 1,901
GrOSS MAIGIN FALE....ecveiveieeereeeeie e ste e se e e e ettt esaesresaesneereeneens 18.3% 23.8% 21.9%
Selling and admMiNIStrAtiVE ........c.covvireieeeece e 715 1,921 2,636
Selling and administrative expense as a percentage of total revenues......... 24.1% 33.7% 30.4%
Depreciation and amortization .........cccccevevereiienesiesieeeeseee s 27 143 170
IMPAITMENT CRAIGES ... ettt s 8 12 20
Gain 0N SAlES OF ASSELS....cvvcvveeeieiere e (676) (445) (1,121)
Total COSES AN EXPENSES ....veivirieiieeie ettt 2,499 5,971 8,470

Operating iNCOME (10SS) ....vcveveiviieiieiiee et $ 469 $  (273) $ 196
Number of:

KIMAIT SEOTES ...ttt 610 — 610

FUIT-LINE SEOTES ...cviieiiiiiieeiiiie et — 619 619

SPECIAILY SEOTES ...t — 21 21

TOLAL STOTES ...ttt e s 610 640 1,250

26 Weeks Ended July 30, 2016
millions, except store data Kmart D(?r?rigiic Hif;iﬁgs
TOLAl FEVENUES........cveviieieiieieie ettt $ 4360 $ 6,697 $ 11,057
Total cost of sales, buying and OCCUPANCY.........ccccoviervieeierienesesieseseenens 3,495 5,125 8,620
Gross Margin dOIArS. .........cvieiiiiieee e 865 1,572 2,437
GrOSS MAIGIN FALE....cveiveieeeeieeeie e ste e se et e et esae st e e sneereeneens 19.8% 23.5% 22.0%
Selling and adminiStratiVe ..........cocoiiiiiiiic e 1,042 1,945 2,987
Selling and administrative expense as a percentage of total revenues......... 23.9% 29.0% 27.0%
Depreciation and amortization ..........c.cccccevereieienenieieeee e 34 153 187
IMPAITMENT CRAIGES ..o enes 4 11 15
Gain 0N SAIES OF ASSELS......ecuieeeieiiesie e (90) (25) (115)
Total COStS AN EXPENSES ....vviveerrerrerie e e sre e e esie et ereeneens 4,485 7,209 11,694

OPEIAtING 10SS....viviiiiiiiiie ettt bbb $ (125) $ (512) $ (637)
Number of:

KIMAIT STOTES ...ttt bbbt 883 — 883

FUII-LING SEOTES ...ttt — 683 683

SPECIAILY SOTES ....eveieecie e — 26 26

TOLAL STOTES ...ttt 883 709 1,592




Sears Holdings Corporation
Adjusted EBITDA

(Unaudited)
Amounts are Preliminary and Subject to Change
13 Weeks Ended 26 Weeks Ended
- July 29, July 30, July 29, July 30,

millions 2017 2016 2017 2016
Net loss attributable to Holdings per statement of operations............... $ (251) % (395) $ 7N $ (866)
Income tax expense (Benefit) ..o 10 13 (62) 28
INEEIESE EXPENSE ...ttt ettt sbe b e 123 99 251 184
Interest and iNVESIMENT 0SS ........oovvviiriiiiiee s 12 13 14 17
OFNEE 10SS ...ttt bbb — 1 — —
Operating iINCOME (10SS) ....cvevvirriieierice st (106) (269) 196 (637)
Depreciation and amortization ............ccccoceveienenieinicne e 83 92 170 187
Gain 0N Sales OF ASSELS.......ciiiireiieieecr e (380) (54) (1,121) (115)
Before excluded itEMS.........coe i (403) (231) (755) (565)
Closed store reserve and SEVEFANCE .........covvererreeeereenieseesesesnaeseeseenees 128 (18) 204 69
PENSION BXPEINSE ...ttt ettt ettt bbbt nn 246 72 291 144
OHNEI™ ... (24) 1 9) 9
Amortization of deferred Seritage gain.........ccoceoevenii i (19) (22) (40) (44)
IMPAIMENE ChAIGES ....vvvecvicieceee et 5 7 20 15
AdJUStEd EBITDA. ..ottt $ (67) $ (191) $ (289) $ (372)

® The 13- and 26- week periods ended July 29, 2017 consisted of items associated with legal matters and transaction costs associated
with strategic initiatives, while the 13- and 26- week periods ended July 30, 2016 consisted of expenses associated with legal
matters, transaction costs associated with strategic initiatives and other expenses.



Sears Holdings Corporation
Adjusted EBITDA

(Unaudited)
Amounts are Preliminary and Subject to Change
13 Weeks Ended
July 29, 2017 July 30, 2016

. Sears Sears Sears Sears
millions Kmart  pomestic _ Holdings Kmart — pomestic __Holdings
Operating income (loss) per statement of

OPETALIONS. ... eevee e eee s e e s e eeesenens $ 19 $ (125 $ (106) $ (9) $ (260) $ (269)
Depreciation and amortization ...........cccceceeevuene. 14 69 83 15 77 92
Gain on sales of aSSets........covrerieieieneieice (79) (301) (380) (44) (10) (54)
Before excluded itemS.........cccevvvvverievicnere s, (46) (357) (403) (38) (193) (231)
Closed store reserve and SeVerance ...........c......... 68 60 128 (21) 3 (18)
Pension EXPENSE .......cccceeveruererienineeeeie e — 246 246 — 72 72
Other™. ..., (24) — (24) — 1 1
Amortization of deferred Seritage gain ............... 2 a7 (19) (5) @an (22)
Impairment Charges ..........ccovvvviveieeiecre e 3 2 5 1 6 7
Adjusted EBITDA.......ccoieirinece e $ (1) $ (@®©6) $ (B67) $ (63) $ (128) $ (191)
00 10 FEVENUES...eeieeiitttieeee e ettt e e e e e e s eninne e e e e e e anees (0.1)% (2.3)% 1.5)% (2.8)% (3.7)% 3.4)%

26 Weeks Ended
July 29, 2017 July 30, 2016

. Sears Sears Sears Sears
millions Kmart  pomestic  Holdings Kmart  pomestic  Holdings
Operating income (loss) per statement of

OPEFALIONS. .....voveoveeereeeee s $ 469 $ (273) $ 196 $ (125) $ (512) $ (637)
Depreciation and amortization ...........cccceceeeevunnee. 27 143 170 34 153 187
Gain on sales of aSSets........covrerieieiencieree (676) (445) (1,121) (90) (25) (115)
Before excluded itemS.........ccoovveiieinnencienee, (180) (575) (755) (181) (384) (565)
Closed store reserve and Severance ..................... 102 102 204 52 17 69
Pension EXPENSE .......cccveverierieresieseeeeie e see e — 291 291 — 144 144
Other™ ... (24) 15 9) 8 1 9
Amortization of deferred Seritage gain ............... (6) (34) (40) 9) (35) (44)
Impairment Charges ..........ccovverieieniecie e 8 12 20 4 11 15
Adjusted EBITDA.......ccoiriireee e $ (100) $ (189) $ (289) $ (126) $ (246) $ (372
00 10 FEVENUES...eeieeiiiiieeeeee e e ettt e e e e e s eniren e e e e e e nnees (3.4)% (3.3)% (3.3)% (2.9)% (3.7)% (3.4)%

@ The 13- and 26- week periods ended July 29, 2017 consisted of items associated with legal matters and transaction costs
associated with strategic initiatives, while the 13- and 26- week periods ended July 30, 2016 consisted of expenses associated
with legal matters, transaction costs associated with strategic initiatives and other expenses.
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Sears Holdings Corporation
Adjusted Earnings per Share

(Unaudited)

Amounts are Preliminary and Subject to Change

13 Weeks Ended July 29, 2017
Adjustments
Closed Store
Reserve, Amortization
Store Gain on Mark-to- of Deferred
Pension  Impairments  gajes of Market Seritage Tax As
millions, except per share data GAAP  Expense and Assets  Adjustments Gain Other® Matters  Adjusted
Gross margin impact .........cceevveevveeerveesineesenens $ 971 % —$ 89% —9% —$ 19 —3%$ —9$ 1041
Selling and administrative impact ..........c.cco...... 1,369 (246) (39) — — — 24 — 1,108
Depreciation and amortization impact ............... 83 — (8) — — — — — 75
Impairment charges impact ...........ccccevveeeeiiinnns 5 — (5) — — — — — —
Gain on sales of assets impact (380) — — 315 — — — — (65)
Operating 10SS IMpact ..........cccveeeieeriiiiiiieeeeenn. (106) 246 141 (315) — (19) (24) — 77)
Interest and investment loss impact................... (12) — — — 12 — — — —
Income tax expense iMpact ..........cccveeveeerennnns (20) (92) (53) 118 (5) 7 9 101 75
After tax impact ........cccvveevienniieseeeeee e (251) 154 88 (197) 7 (12) (15 101 (125)
Diluted loss per share impact..........c.c.cccevenene. $(234)% 144 % 082% (1.84)% 0.07 $ (0.11)$ (0.14$ 094 % (1.16)
@ Consisted of items associated with legal matters.
13 Weeks Ended July 30, 2016
Adjustments
Closed Store
Rgig:\ée, ) Amortization
- Pension Impaai;:jnents g,:II:s %? N_l\l/:liari(l;g:_ OfSEe)?iftz’gr: ‘ Tax _As
millions, except per share data GAAP  EXPeNse oo orance Assets  Adjustments Gain Other® Matters  Adjusted
Gross Margin iMpPact ..........ccoceeeeeeviereesresrenneas $1,260 $ —3$ 4 — 9 —$ 228 —% —$ 1,242
Selling and administrative impact ..................... 1,484 (72) 22 — — — 1) — 1,433
Depreciation and amortization impact ............... 92 — 1) — — — — — 91
Impairment charges impact ...........ccccceveeereninns 7 — W) — — — — — —
Gain on sales of assets impact ...........ccccveeeeennn (54) — — 21 — — — — (33)
Operating 10SS IMpact ..........cccveevieiniiiiiieeeeeenns (269) 72 (20) (21) — (22) 1 — (249)
Interest and investment 10ss impact................... (13) — — — 14 — — — 1
Income tax expense impact .............. 27) 4 8 (5) 8 — 156 131
After taX impact..........ccevvvvveeeeeninnns 45 (6) (13) 9 (14) 1 156 (217)
Diluted loss per share impact 042 % (0.05)$ (0.12)$ 0.08 $ (0.13)$ 0.01$ 146% (2.03

@ Consisted of transaction costs associated with strategic initiatives and other expenses.
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Sears Holdings Corporation
Adjusted Earnings per Share
(Unaudited)

Amounts are Preliminary and Subject to Change

26 Weeks Ended July 29, 2017

Adjustments
Closed Store
Reserve,  Gainon Amortization
Store Saleof Gainon  Mark-to- of Deferred
Pension Impairments  Trade  Sales of Market Seritage Tax As
millions, except per share data GAAP  Expense and name Assets  Adjustments Gain Other®  Matters Adjusted
Gross margin impact.........cccceveevvveernnnn. $1901% —$ 1048 —% —§% —3$ 408 —9$ —$ 1,965
Selling and administrative impact ......... 2,636  (291) (100) — — — — 9 — 2,254
Depreciation and amortization impact.... 170 — (14) — — — — — — 156
Impairment charges .........cccovevvvveeneennnn 20 — (20) — — — — — — —
Gain on sales of assets impact............... (1,121) — — 492 504 — — — — (125)
Operating income impact ..................... 196 291 238  (492) (504) — (40) 9) — (320)
Interest and investment loss impact ....... (14) — — — — 17 — — — 3
Income tax benefit impact ................... 62  (109) (89) 185 189 (6) 15 3 37) 213
After tax impact ........cccceeeeeiiiiiiieeeeeenn () 182 149  (307) (315) 11 (25) (6) 37) (355)
Diluted loss per share impact................ $ (0.07)$ 170 % 139 $ (2.86)$ (2.94)$% 0.10 $ (0.23)$ (0.06)$ (0.34)$ (3.31)

@ Consisted of expenses associated with legal matters and transaction costs associated with strategic initiatives.

26 Weeks Ended July 30, 2016

Adjustments
Closed Store
Reserve, Amortization
Store Gain on Mark-to- of Deferred
Pension  Impairments  Sales of Market Seritage Tax As
millions, except per share data GAAP Expense and Assets  Adjustments Gain Other®  Matters  Adjusted
Gross Margin impact ........cceeevveevineerveesieeesenns $ 243738 —$ 64 —$ —$ 44 —3% —$ 2457
Selling and administrative impact 2,987 (144) (5) — — — 9) — 2,829
Depreciation and amortization impact .............. 187 — (5) — — — — — 182
Impairment charges impact .........ccccceveeeiiiiinnns 15 — (15) — — — — — —
Gain on sales of assets impact .............ccceeeeeen. (115) — — 47 — — — — (68)
Operating 10SS IMpPact ...........ccvveveeereriiiiineenn. (637) 144 89 (47) — (44) 9 — (486)
Interest and investment loss impact.................. @17 — — — 20 — — — 3
Income tax expense impact .........ccceeeveeeriiinnnns (28) (54) (33) 18 (8) 16 ?3) 342 250
After taX impact ........ooocevveeiieeiiiiiieee e (866) 90 56 (29) 12 (28) 6 342 (417)
Diluted loss per share impact...........cccccveernneen. $ (811)% 085 % 052% (0.27)% 011 % (0.26)$ 0.06 $ 3.20% (3.90)

@ Consisted of expenses associated with legal matters, transaction costs associated with strategic initiatives and other expenses.
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