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INTRODUCTION

Kamart Corporation and ccriain of its dircet and indirect subsidiarics, as dgbtors and
deblors-in-possession in the above-captioned jointly administered Chapter 11 Cases, hereby propose the
following First Amendcd Joint Plan of Reos ganization for the resolution of the outstanding Claims
against and Interests in the Debtors. Capitalized terms used herein shall have the meanings ascribed to
such terms in Anticle LB, of this Plan. The Debtors are the proponents of this Plan within the meaning of

section 1129 of the Bankruptcy Code.

The direct and indircct subsidiaﬁes of Kmart incorporated outside of the United States
lnwcnotcommcmcdwsesunderChapurn of the Bankruptcy Code. These subsidiaries continuc 10
operate their businesses outside of bankruptcy.

This Plan contcrnplates the reorganization of the Debtors and the resolution of the
outstanding Claims against and loterests in the Debtors pursuant to sections 1121(a) and 1123 of the
Bankruptcy Code. Under the Plan, holders of Prepetition Lender Claims are entitled to receive Cash in
an smount equal to forty percent (40%) of the allowed amount of the Prepetition Lender Cleims utilizing
cash to be contributed by two Plan Investors and from the Deblors. Under the Investment Agreement,
the Plan Investors shall reccive a portion of New Holding Company Common Stock in exchange for their
cash investment. However, the majority of tbe New Holding Company Common Stock that the Plan
lnvestors will receive will be in exchange for the Claims agninst the Debtors which they hold.

As a general matter, most other obligations owed to other unsecured creditors of the
Debtors, inchuding holders of Prepetition Note Claims and Trade Vendor/Lease Rejection Claims, will bhe
convertzd into New Holding Company Common Stock. Existing holders of Kimart cquily intcrests will
nol reccive any distribution of New Holding Company Common Stock on account of their existing
equity interests in Kmart. However, subject 1o the terms and conditions hereof, such holders are entitled
10 reccive a distribution of a portion of the Trust Recoverics, if any, on account of the Trust Cluims under
the Plan. Similarly, holders of certain Trust Preferred Obligations slso are entitled to share in a portion of
<uch Trust Recoveries, if any, subject to the terms and conditions of the Plan. =

This Plan provides for the substantive consolidation of the Estates, but only for purposes
of effectuating the settlements contemplated by, and making distributions to holders of Claims under,
this Plan, and not for voting purposes. For such limited purposes, on the Riffective Date, (a) all
guaranties of any Debtor of the payment, performuance, or collcetion of another Decblor with respect 10
anyChssoIClahnsorIntemstsslnﬂbcdmmdeﬁmimtedmdcamclled; (b) any obligation of amy
Debtor and all guaranties with respect to any Class of Claims or Intercsts executed by one or more of the
other Deblors and any joint or several liability of mny of the Debtors shall be treated as a single
obligation, and any obligation of two or more Debtors, and all multiple Impaired Claims sgainst Debtors
on sccount of such joint obligations, shall be treated and Allowed only 8s a single Claim against the
consolidated Debtors; and (c) each Claim filed in the Chapter 11 Cases of any Debtor shall be decmed
filed against the consolidated Debrors and shall be deemed a Claim against and an obligation of the
consolideted Debtors.

Except as sct forth in this Plan, such substantive consolidation will not (other than for
purposes related to this Plan) (a) affcet the legal and corporate structures of the Debtors or Revrganized

1




- T T —S

Case 02-02474 Doc 32198 Filed 08/30/10 Entered 08/31/10 13:02:36 Desc Main

Document Eggg 130000

-

Debtors, subject to the right of the Dehtors or Reorganized Debtors to effect the Restructuring Transac-
tions contemplaied by this Plan, (b) cause any Debtor 1o be liable for any Claim or Jaterest under this
Plan for which it otherwise is not liable, and the liability of amy Debtor for any auch Claim or Intcrest
will not be affected by such sitbstantive consolidation, (¢) except as otherwise stated in this Plan, affect
Intcreompany Claims of Debtors against Debtors, and (d) affect Interests in the AfTiliatc Debtors except
as otherwisc may be required in connection with the Restructuring ‘Transactions contemplated by this
Plan. Notwithstanding anything herein to the contrary, the Debtors roay lect in their sole and absolute
discretion, at any time through and wntil the Effective Date, to substantively consolidate the Estates for
additional purposes, including for voting putposes; provided, however, that such further substantive
consolidation does not alter the treatient of the Prepetition Lenders, holders of Prepetition Noic Claims,
or holders of Trade Vendor/Lease Rejection Claims as called for by this Plan es filed on February 25,

= 2003, and; provided, further, that nothing herein shall impair the Plsn Investors® rights under the
Investment Agreement. Should the Debtors make such clection, the Debtors will not, nor will they be
required to, resolicit votes with respect to this Plan,

A complete list of the Debiors is set forth below, The list identifies each Debtor by its
casc number in these Chapter 11 Cases. The jurisdiction of incotporation or formation of ¢ach Debtor is

also designated.
Debtors
+ Kmant Cosporation (Michipm), 12-02474 » Kmatt Pharmeacies of Minnesota, Inc. (Minncsota),
(“"Kmart™) 02-02492 (“Minnesota Pharmacics™)
o Kmart Cotporation of Illinois, Inc. (Iitinois), » Big Beaver of Caguas Devclopment Corporation
02-02462 (“KM-IL") (Michigan), 02-02476 (“Big Beaver Caguas™)
» Kman of Indiana (Indiana), 02-02463 (“KM-IN"™) = Bhuelight.com, Inc. (Delaware), 02-02477
« Krnart of Pennsylvania LP (Pennsylvania), (“Bluelight, Inc.”)
02-02464 ('KM-PA™) + Kmart Holdings, Inc. (Delaware), 02-02478
¢ Kmunt of North Carolina LLC (North Carolina), (*Kmart Holdings™)
02.02465 (“KM-NC") s Kmart of Amstgrdam, NY Distribation Center, Inc.
o Kmart of Texas LP (Texas), 02-02466 (“KM-TX™) {Michigan), 02-02479 (“Kmart Amsterdam”)
*» Bluelight.com LLC (Delaware), 02-02467 + Kniart Stores of Indiana, Inc., fk/a Kmart Logis-
(“Bluclight”) tics Services, Inc. (Michigan), 02-02480 (*Kmart
» Biyg Beaver of Florida Development, T.LC Stores™)
(Florida), 02-02468 (“Big Beaver Florida™) » Kmmt of Michigan, Inc. (Michigan), 02-02481
- + The Coolidpe Group, n/k/a, TC Group ILLC (KM-MT*)
{Michigan), 02-02469 (“Coolidge”) » Kmart Stores of TCNP, Inc,, fk/a/ Kman Trading
¢ Kmart Michigan Propesty Services, L.L.C. (Michi- Services, Inc. (Michigan), 02-02482 (“INCP™)
gmm), 02-02470 (“KM-MPS™) + Kwmart Overseas Corporation (Nevada), 02-0243
+ Kmart Financing 1 (Dclawarc), 02-02471 (“Kmart (“Overscas™)
Financing") + JAF, Inc. (Dclawarc), 02-02484 ("JAF™)
+ Troy CMBS Property, L.L.C. (Delaware), » VTA, Inc. (Delaware), 02-02485 (“VTA™)
02-02472 (“Troy CMBS") + Big Beaver of Caguas Development Carporation 11
* Big Beaver Development Corporation (Michigan), (Michigan), 02-02486 (“Dig Beaver Caguwas II™)
0202473 (“Big Bexver Development™) + Big Beaver of Carolina Development Corporation
» Big Baver of Guzymbo Development Corpora- (Michigan), 02-02487 (“Big Beaver Carofina™)
tion (Michigan), (2-02475 (“Big Beaver + Kmart Phammacies, Inc. (Michigan), 02-0248R
Guoaynabo™) {“Michigan Pharmacica™)
« Kmart International Services, Inc, (Delawarc), » Builders Square, Inc. (Delaware), 02-02489
02-02490 ("KM Intemational™) {"Builders Square™)
2
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. Sourcing & Technical Services Inc. (Florida), « SEP.R, Inc. (Puesto Rico), 02-02499 "SFPR")
02-02491 (“Sourcing & Technical™) « PMB, Inc. (Texas), 02-02496 ("TMB")
« STI Merchandising, Inc. (Michigan), 02-02493 e JLJ, Inc. (Arkansas), 02-02497 C'NLJ7)

("SIm . + KBL Holding Inc. (Detawarc), ¢2:02498 (“KBL")
» Kmart CMBS Financing, fnc. (Delaware), o KLC, Inc. (Tcxas), 02-02495 (“KLC")

02-02494 (“Kmart CMBS”) -

Under section 1125(b) of the Bankruptcy Code, 2 vote to scoept or reject this Plan
cmmolbcsoﬁciwdﬁomaChimhoMcrorlnmtholdcrmtﬂ such time as the Disclosure Statement has
been approved by the Bankruptcy Court and distributed to Claimholders and Interestholders. In this
case, the Disclosure Statement was appmvcdbytthankmpwyComtbyoxﬂﬂenw'cdonFebruﬂy 25,
2003, and has been distributed simuliancously with this Plan to all partics whosc votcs are being
solicited. The Disclosure Statement contains, among other things, a discussion of the Debtors® history,
business, properties and operations, proj ections for those operations, risk factors associated with the
business and Plan, 8 summary and analysis of this Plan, and certain related matters including, among
other things, the securities 10 be issued under this Plan. ALL CLAIMHOLDERS ARE ENCOURAGED
7O READ THIS PLAN AND THE DISCIL.OSURE STATEMENT IN THYIR ENTIRETY BEFORE

VOTING TO ACCEPT OR REJECT THIS PLAN.

Subject to certain restrictions and requirements set forth in section 1127 of the Bank-
ruptey Code and Bankrupicy Rule 3019 and lboscrcsuicﬁcmsonmdiﬁuﬁmssctfoﬂhinmgg_ﬂ of
this Plan, cach of the Debtors expressly reserves its respective rights to alter, amend, modify, revoke or
withdraw this Plan with respect to such Debtor, one or more times, prior to this Plan’s substantial
consummation. .

ARTICLE]

DEFINITIONS, RULES OF

MWWW

A.  Scope of Definitions

For purposes of this Plan, except os expressly provided or unless the context otherwise
requires, all capitalized terms not otherwise defincd shall have the meanings ascribed to them in Asticle
LB. of this Plan. Any term used in this Plan that is not defined herein, but is defined in the Bankruptcy
CodemtheBanbupwanles,stmlllnvememmning ascribed 10 that term jn the Bankruptoy Code or

the Bankruptcy Rules.

B.  Definitions

1.1 #2001 Retention Program” means (hat cerlain reicnlion program instituted by
the Debtors in December 2001 pursuant to which a total of $23.89 million was peid to 24 senior
managers in the form of forgivable loans. '

12 “Administrative Claim” means a Claim for payment of an administrative
expense of a kind specified in section 503(b) of the Bankruptcy Code and entitled to priority pursuant 10
section $07(a)(1) of the Bankruptcy Code, including, but not limited to, DIP Facility Claims, the actual,

3
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nccessary costs and expenses, incurred on or afier the Petition Date, of preserving the Estates and
operating the business of the Debtors, including wages, salories or commissions for scrvices rendered
sfier the commencement of the Chapter 11 Cases, Professional Claims, Key Ordinary Course Profes-
sional Claims, all fecs and charges assessed against the Fstates under chapter 123 of title 28, United
States Code, and all Allowed Claims (including reclamation claims) that are entitied 1o be treated as
Administrative Claims pursuant to a Final Order of the Baokruptcy Court under section 546(c)(2XA) of

the Bankrupicy Code. :

13 “Administrative Claims Bar Date” mcans the deadline for filing proofs or
requests for payment of Administrative Claims, which shall be forty-five (45) days after the Effcetive
- Date, unless otherwise ordered by the Bankruptay Court and except with respect to Professional Claims
and Kcy Ordinary Coursc Profcssional Claims, which shall be subject to the provisions of Article 10.2

hereof.

14  “ADR Procedures” means any altemative dispute resolution procedures
approved by the Bankruptcy Court prior to the Effective Date, mchding, but not limited to, those
approved in the following orders: (i) Order Approving Procedures for (A) Liquidating and Settling

_ _ Personal Injury Claims Through Direct Negotiation and/or Alternative Dispute Resolution and/or (B)
Modifying the Automatic Stay to Permit Certain Litigation with Respect to Such Claims to Proceed
dated July 17, 2002; (ii) Order Pursnant 1o 11 U.S.C. § 105(a) 10 Modify Personal Injury Claims
Resolution Procedures to Require the Participation of Third Party fndemnitors and Insurance Carriers in
Mediations and Arbitrations of Claims dated August 29, 2002; and (iii) Order Pursvant to 11 US.C. §8
105, 363, 502 and 503 and Rule 9019%(b) of the Federal Rules of Benkruptcy Procedure Authorizing
Deblors (A) to Compromise or Scttle Certain Prepetition Claims Without Further Court Approval and
(B) to Establish Altemnative Dispute Resolution Procedures for Disputed Claims dated January 28, 2003,

1.5 “Affiliatc Dcbtors” means all of the Debtors other than Kmart.

1.6 “Affiliates” has the meaning given such term by section 101(2) of the Bank-
ruptcy Code. .

_ L7  “Allowed Claim” or “Allowed Interest” means a Claim or any portion thercol,
or an Interest or any portion thereof, (a) that has been allowed by s Final Order of the Bankruptey Court
(or such other court or forum as the Reorganized Debtors and the holder of such Claim or Intcrest agree

= may adjudicate such Claim or Interest and objections thereto), or (b) as to which, on or by the Effective

Date, (i) no proofof claim or interest has been filed with the Bankruptey Court end (ii) the liquidated and
noncuntingent amount of which is Scheduled, other than a Claim or Interest that is Scheduled at zcro, in
an unknown amount, or as disputed, or (c) for which a proof of claim or interest in & liquidated amount
has been timely filed with the Bankruptcy Court pursuent to the Bankruptcy Code, any Final Order of the
Rankrupicy Court or other appliceble bankrupicy law, and as to which cither (i) no objection to its
allowance has been filed within the periods of limitation fixed by this Plan, the Banksuptcy Code or by
anry order of the Baniouptcy Court, or (ii) any objection as $0 its allowance has been seitled or withdrawn
or has been denied by a Final Order, or (d) is reflected in a schedule of Allowed Claims, if any, filed
from ime to time with the Bankruptcy Court by the Debtors or the Reorganized Debtors, or (e) that is
expressly allowed in a liquidated amount in this Plan.
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18 “Allowed Class...Chlm'or“Al!owedChu...hterest”mMm
Allowd Claim or an Allowed Interest in the specified Class.

[y o
1.9  “Articlesof Incorporation and Bylaws” means the Articles of Incorporation
and Bylaws (or other simitar documents) of New Holding Comparny, New QOperating Company, and the
other Reorganized Debioss, in substantially the forms sttachcd hercto as it A, ExhibitB, and
Exhibit C, respectively, which Articles of Incorporation and Bylaws (or other similar documents) shall
be in a form acceptabie 10 the Plan Investors and reasonably scceptable 1o the Creditors' Commitices.

110 *“Aveidance Claims” means Caunses of Action agginst Persons arising under any
of sections 510, 547, 548, 549, 550 and 551 (to the cxtent the Jatier two scctions arc applicable to the
other statutory scctions referred to in this Article 1.10) of the Bankruptcy Code, ar under similar or
related state or federal statutes and common lsw, including fraudulent transfer laws, whether or not

litigation has been commenced as of the Confirmation Date to prosecute such Avoidance Claims.

1.11  “Ballot” means each of the ballot forms that are distributed with the Disclosure
Statement to Claimholders included in Classes that are Impaired under this Plan and entitled to vote
under Article V1 of this Plan w aceept orrcjeft_dais Phn.

112  “Bankruptcy Code” mcans {he Bankruptcy Reform Act of 1978, as amended
and codificd in title 11 of the United States Code, 11 US.C. §§ 101-1330, a5 in effect on the date hereof.

113  “Bankruptcy Court™ means {he United States Bankruptcy Court for the
Northera District of llinois (Eastern Division) or such gther court as msy have jurisdiction over the
Chapter 1) Cases.

L14 “Bapkrupicy Rules” means the Federal Rules of Bankruptcy Procedure and the
Official Banknuptcy Forms, as smended, the Federal Rules of Civil Procedurc, 85 amended, as applicable
to the Chapter 11 Cascs or proceedings therein, end the Local Rules of the Bankruptcy Court, as
gpplicablc to the Chapter 11 Cases or proceedings therein, a5 the case may be.

1.15 “Bar Date” means the deadlines set by the Bankruplcy Court pursuant 1o the
Bar Date Orders or other Final Order for filing proofs of claim in the Chapter 11 Cases. For prepetition
Claims, the Bar Date was July 31, 2002, except that the Bar Date with respest to certain personal injury
and related claims was January 22, 2003.

116 “Bar Date Orders” means the order cntered by the Bankruptcy Courton
March 26, 2002, which established the July 31, 2002, Bar Date and the order entered by the Bankrupicy
Court on December 19, 2002, which cstablished the January 22, 2003 supplemental Bar Date.

117 “Big Beaver Caguas” mcans Big Beaver of Caguas Development Corporation,
a Michigan corporation, Jebtor-in-possession in Case No. 02-02476 pending in the Bankruptcy Court.

1.18 “Big Beaver Development” means Big Beaver Development Corporation, a
Michigan corporation, debtor-in-possession in Casc No. 02-02473 pending in the Bankruptcy Court
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1.19  “Big Beaver Florida” means Big Beaver of Florida Development, LLC, »
Florida limited liability company, debtor-in-possesyion in Case No, 02-02468 pending in the Bankruptcy
Court. -

1.20 “Big lieaver Guaynabo” means Big Beaver of Guaynnbo Development
Carporation, = Michigan corporation, debtor-in-posscssion in Case No, 02-02475 pending in the
Bankruptcy Cowrt. '

1.21  “Bluelight” means Bluclight.com, LLC, a Delaware limited liability company,
debtor-in-possession in Case No. 02-02467 pending in the Bankruptey Court.

~ 1.22  “Business Day” mecans any day, cxcluding Saturdays, Sundays and “Jegal
holidays™ (as defined in Bankrupicy Rule 9006(a)), on which commercial banks are open for business in
New York City,

~ o+ 123 “Cash” means legal tender of the United States of Amcrica and equivalents
thereof.

1.24  “Causes of A¢tion” means any and all actions, proceedings, causes of action, - -
suits, accounts, controversies, agreements, promises, rights to legal remedies, rights 1o equitable
remedics, righis 1o peyment and claims, whether known, unknown, reduced to judgment, not reduced to
judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, dispulcd, undisputed, secured
or unsecured and whether asscrted or assertable Erectly or derivatively, in law, equity or otherwise
including Avoidance Claims and Trust Claims, unless otherwise waived or released by the Debtors or the

Reorganized Debtors.

1.28  “Chapter 11 Cases” means the chapter 11 cuscs of the Debtors pending in the
Bankruptcy Court and being jointly sdministered with one another under Case No. 02-02474, and the
phrase “Chapter 11 Casc™ when used with reference to a particular Debtor shall mean the particular case
under Chapter 11 of the Bankruptcy Code commenced by such Debtor in the Bumkruptcy Court,

< 1,26 “Claim” means a claim against on¢ of the Debtors (or all or some of them)
T whether ur not asscricd, as defined in section 101(5) of the Bankrupicy Code. ‘

- : 1.27  “Clalmholder” means a holder of a Claim.

1.28  “Claims Ageot” means Trumbull Bankruptcy Services, P.O. Box 426, Windsar,
Connecticut 06095, Attn: Kmart Balloting Center.

129 *“Claims/nterests Objection Deadline” means that day which is 180 days after
the Effective Date (unless such day is not a Busincss Day, in which case such deadline shall be the next
Business Day thercafter), as the same may be from time to time extended by the Bankruptcy Court,
without further notice to parties-in-interest.

1.30  “Class® means a category of Claimbolders or Inicrestholders described in
Article 11} of this Plan.
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{31 “Confirmstion Date™ mecans the date of entry of the Confirmation Order.

132 “Confirmation Hearing” means the hearing before the Banknuptcy Court held
1o consider confirmation of this Plan and related matters under section 1128 of the Bankruptcy Code, as

such bearing may be adjourned or continued from time to time.
P

133 “Confirmation Order™ means the order entered by the Bankruptcy Court
confirming this Plan.

134 “Continuing Indemnification Rights™ mcans those Indemnification Rights
hcldbyanylrdnmﬁiccudwhlngkascd?mymdmasadhmtm.oﬁiwmmpbyee(winany
similar capacity) of the Reorganized Debtors immediately following the occrrence of the Effective Date
together with any Indemnification Rights held by any Indemmitee on account of evenls oceurting on o
afier the Petition Date, provided that no Person who is or becomes the subject of 2 Trust Claim shall have
any Continuing Indcamification Rights with respect to such Trust Claim.

&

1.35 “Convenience Class Election™ mecans an clectian by 8 holder of a Trade
Vendor/Leasc Rejoction Claim or Other Unsecured Claim on its Ballot to be treated as a General
Unsecured Convenience Claim, - ’

. 136 “Coolidge” mcans The Coolidge Group, n/k/a TC Group I, LLC, s Michigan
Jimited Jiability company, deblor-in-possession in Case No, 02-02469 pending in the Bankruptcy Court.

137  “Creditors’ Committees” mezns, collectively, the Unscoured Creditors’
Commitiee and the Financial Institutions® Commitice appuinted pursuant to scetion 1102(s) of the
Bankrupicy Code in the Chapter 11 Cases.

138 “Cure” means the payment or other honor of all obligations required to be paid
or honored in connection with assumption of an executory contract or unexpired lease pursuant to
Section 365 of the Bankruptcy Code, including (a) ibe cure of any non-monetary defaults 1o the extent
required, if at all, pursuant to section 363 of the Bankyuptcy Code, and (b) with respect to mqnetary
defaults, the distribution within a reasonable period of time following the Effective Date of Cash, or such
other property as may be agreed npon by the parties or ordered by the Bankruptcy Court, with respect to
the assumption (or assumption and assignment) of zn exccutory contract oc unexpired Jease, pursuant to
section 365(b) of the Bankruptey Codc, in n amount equal 1o 2l) unpaid monetary obligations or such
othuamonmasmnybeagxwduponbythcparﬁamdamchcxemmrymmumaphedlmm
the extent such obligetions arc enforceeble under the Bankrupicy Code and applicable non-bankruptey
law;mmmmmintheemuﬂmaDebmramnnesanmxph-edleaseouxecuwrycmm
any guarantee(i) provided by another Debtor related to such unexpired Jease or executory contract, or (i)
in connection with any industrial rcvenuc bonds, shall be deemed Reinstated under the Plan if the [ailure
of such gunrantec 1o remain in force and effect would constitute a defanlt under such assumed imexpired
lease or executory contract or such industrial revenue bonds.

139  “Care Claim® has the meaning ascribed to it in Article 8.2 of this Plan.

140  “Cure Claim Submission Deadline” has the meaning ascribed to it in
Adicle 8.2 of this Plan.

7
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141  “Debtor” or “Debtors” means, individually, any of Kmart or the Affiliate
Debtors and, collectively, all of Kmart and the Affiliate Debtors. s

] 142  “Designated Trust Recoveries” means any payments made by the Debtors or
Reorganized Debtors pursuant to Agticle ]1,3(d) of this Plan, including any payments related to the
Reorganized Deblors® continuing obligation to turn over funds repaid to them on account of Joans made
pursuant to the 2001 Retention Program.

143  “DIP Agent” means the administrative agent for the DIP Lenders as defined in
the DIP Credit Agreement.

144 “DIP Credjt Agreement” means that certain Revolving Credit and Guaranty
Agreement, dated a5 of January 23, 2002 as amended, supplemenied or otherwise modified from time to
time, and all documents executed in connection therewith, among the Debtors, the DIP Agent, and the
DIP Lenders, which was executed by the Debtors in connection with the DIP Facility.

1.45  “DIP Facility” mcans the debtor-in-possession secured financing facility
provided to the Debtors by the DIP Lenders pursuant (o the DIP Credit Agreéement ds adthorized by the °

Bankruptcy Court pursuant to the DIP Facility Order,

146  “DIF Facility Claim™ means all Administrative Claims of the DIP Agent and
the DIP Lenders arising under or pursuant to the DIf Facility, including, without Emitation, principal and
interest on the DIP Facility, plus all reasonable fees and expenses (including professional fees and
expenses) ansing under the DIP Facility,

1.47  “DIP Facility Order” mems, collectively, (i) the interim order that was
approved by the Bankruptcy Court from the bench on January 25, 2002 and entered by the Bankruptey
Court on January 25, 2002, (ii) the final order that was approved by the Bankrupicy Court from the bench
on March 6, 2002 and cntered by the Bankrupicy Court on March 6, 2002, authorizing and approving the
DIP Facility and the agreements refated thereto, and (iii) any and alt orders entered by the Bankruptcy
- Court authorizing and approving amendments to the DIP Credit Agreement.

148 <“DIP Icnders”mcans!hclcndmﬁ‘omﬁm 1o time party to the DIP Credit
- Agrecment.

149  “Disallowed Claim"” or “Disallowed Interest™ mcans a Claim or any portion
thereof, or an Interest or any portion thereof, that (8) has been disallowed by a Final Order, (b) is
Scheduled at zero or as contingent, disputed or unliquidated and as to which a proof of claim or interest
bar dal¢ has been cstablished but no proof of ¢laim or intcrest has been timely filed or deemed timely
filed with the Bankruptcy Court pursuant tocitherdthhupcyCodeoranyFimlOMcroﬂhc
Bankruptcy Court or otherwise deemed timely filed under applicable law, or (¢) is not Scheduled and as
towhichaproofofclaimorinmmbardatehnbcmnctbulnnpmofo!'clahnorinwmsthasbeen
timely filed or decmed timely filed with the Bankruptey Court pursuant to either the Bankruptcy Code or
any Final Order of the Bankruptcy Court or otherwise deemed timely filed under applicable law.
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1.50 “Disbursing Agent” means New Holding Company or New Operating
Company, of 8ny Person designated by them, after consultation with the Creditors’ Commitices, 10 SCIVe

asadisbmingagcmundcrmggﬂqnhism -
1.51 “Disclosure Statement” Means the written disclosure statement that relates 10

this Plan, 88 approved by the Bankruptcy Court pursuant 1o section 1125 of the Banlaupliey Code and
Bankruplcy Rule 3017, 83 such disclosure statement may be amended, modified or supplanemcd from

time tn ime.

152 “Disputed Claim” or “Disputed intcrest” means 3 Claim or any portion
thereof, or an Tnterest or any portion thereof, that is ncither an Allowed Claim nora Disaliowed Claim,
or an Allowed Interest or 8 Disaliowed Interest, a8 the case may be, and includes, withoul limitation,
Claims or Interests that (a) have not been Scheduled by the Debtors or have been Scheduled at zero, 07
have been Scheduled as unknowi, contingent, unliquidated or disputed, whether or not such ¢laims or
Intesests are the subject of a proof of claim ot proof of interest in the Bankyupicy Court, (b) are the
subjeet of & prool of claim or intcrest that differs in pature, amount oF priority from the Schedules, ot {¢)
are the subject of an objection filed with the Bankruptcy Court, which has not been withdrawn or
overruled by a Final Order of the Bankruptcy Court.

1.53  “Distribution Date” means the date, selected by the Debtors or Reorganized
mmumummmmﬂmvecmmmw (mlmdctcrmimd
by the Reorganized Debtors, afier consultation with the Trustec, that an carlier date may be used) and in
any case 1o later than June 30, 2003, upon which distributions to holders of Allowed Claims and
Allowed Interests catitled 10 roeeive distributions under this Plan shall commenes.

154 “Distribution Reserve” means the New Holding, Company Common Stock for
distribution to Claimholders in the Debtors’” Chapter 11 Cases o he resesved pending allownnce of
Disputed Claims in accordance wilh Article 9.8 of this Flan.

155 “Effective Date” means the Business Day determined by the Debtors on which
all conditions to the consummation of this Plan set forth in Article 13.2 of this Plan have been either
satisfied or waived as provided m Article 13.3 of this Plan and is the day upon which this Plan is
substantially consummated. o '

156 “Emﬁloyee-lwated Agreements” Mcans those agreements between any of the
Debtors and any of their employees o1 a0y cutity acting on behalf of their cployecs.

157 “Equity Comimittee” means the Official Committee of Equity Security Holders
appoinicd pursuant 10 section| 1102(2) of the Banlouptcy Code in the Chapter 11 Cases, 85 the member-
ship thereof may change from time to time.

158 “Estates” mcans the bankrupicy cstates of the Debiors crcated pursuant 10
section 541 of the Bankruptcy Code.

159 “Exchange Act” means the Securities Exchange Act of 1934, as now in effect oF
hereafter amended.
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1.60  “Exhibit” mcans an exhibit snncxed to cither this Plag or as x appendix o the
Disclosure Statement,

[
1,61 “Exhibit Filing Date™ means the date on which Exhibits (o this Plan o the
Disclosure Statement shall be filed with the Banksuptey Court, which date shall be at least scven days
prior to the Voting Deadline or such later date as may be spproved by the Bankruptcy Court without
further notice,

1.62  “Existing Common Stock™ means shares of common stock of Kmart that are
authorized, issued and outstanding prior o the Effective Date,

1.3  “Existing Securities” means, collectively, the Prepetition Notes, the Trust
Preferted Securitics, and the Existing Common Stook.

1.64  “Exit Finarcing Facility” means a new financing facility, a copy of which will
be attached hereto as Exhibit D=2, pursuant to the terms of (a) that certain Commitment Letter, dated
Junuary 13, 2003, between Kmart, as barrower, and General Electric Capital Corporation, Flect Retail
Finance, Inc., and Bank of America, N.A., as initial lenders, as the same may be amended, modified, or
supplemented from time to time, a copy of which is attached hcreto as Exhibit D-1; and {b) any and all
additional documents related thereto filed in accordance with Article 7.12 of this Plan.

1.65  “Face Amount™ means, (a) when used in reference 1o 2 Disputed or Disslowed
Claim, the full stated liquidated amount claimed by the Claimholder in any proof of claim timely filed
with the Bankruptcy Court or otherwise deemed timely filed by any Final Order of the Bankruptcy Court
or other applicable bankruptcy law, and (b) when used in reference to an Allowed Claim, the allowed
amount of such Claim,

1.66  “Final Order” means an order or judgment, the operation or effect of which has
not been stayed, reversed or amended and as to which order or judgment (or any revision, modification
or amendment thereof) the time to appeal or seek review or rehearing has expired and as to which no
appeal or petition for review or rehearing was filed or, if filed, remains pending,

1.67  “Financial Institutions’ Committee” means the Official Commitice of
Financial Institutions eppointed pursuant to section 1 102(a) of the Bankruptcy Code in the Chapter 11
d Cases, as the membership thercof may change from time 1o time.

1.68  “General Unsecured Convenence Claim™ means (1) » Trade Vendor/Tcase
Rejection Claim or an Other Unsecured Claim if the Allowed amount of such Claim is less than or cqual
10 $30,000 and (if) a ‘Trade Vendor/Lease Rejection Claim or Other Unsecured Claim if, in either
instance, the Allowed amount of such Claim is greater than $30,000 and the holder of such Claim has
agreed to reduce the allowed amount of its Claim to $30,000 or less and made the Convenience Class

Election on the Ballot within the time fixed by the Bankrupicy Court.

1.69 “Holdback Amount” means the amount equal to 10% of fees billed to the
Debtors in agivcnrrmlhtolhccxtcntwtainedbytthcblorsasorlthffccﬁchatcnsaholdbackon
peyment of Professional Claims pursuant to the Professional Fee Order. The Holdback Amount shall not
be considered property of the Debtors, the Reorganized Debtors, or the Estates,

10
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170 “Holdback Excrow Account” means the cxcrow account cstablished by the
Disbursing Agent into which Cash equal to the Holdback Amount shall be deposited o the Effective
yment of Allowed ] fessional Claims to the extent not previously paid or disallowed.

Date for the ps
171 “Tmpalréd™ refirs to ny Claim or Intcrest that s impaired within.ihe rocaning
of section 1124 of the Bankruptcy Code.” :
1.72 «indemnification Rights” means any obligations or rights of the Debrors to
indemnify, reimburse, advance, o contribute to the losses, liabilities or expenses of an Indemnitee

nt to the Debtor’s certificate of incorporation, bylaws, poticy of providing employee indemnifica-
\ion, applicable law, of specific sgreoment in respect of any clairs, demands, suils, causes of action or

proceedings agd 3

inst an Inderonitec based upon any act or omission related to in Indemnitee’s service
with, for, or on behalf of the Debtors.

173 “Indemnitee” means all present and former divectors, officers, employecs,
agents of representatives of the Debtors who arc cntitled to assext Indemnification Rights. '

1.74 - “lpsurance Coverage” shall have the meaning ascribed to it in Artigle 12.9
hereof.

175 “insured Clalm” mecans ny Claim to the extent such Claim arises prior to the
Petition Date from an incident or occuTrence that is covered under any of the Debtors” insurance
policics, but solely to the extent such Claim is covered by such insurance policies, including any
directors’ and officers’ liability policics that provide entity coverage to the Debiors.

176 “Intercompamy Claim” means a Claim by a Debtor, an Affiliate of a Debtor, or
a non-Debtor Affiliate against another Debtor, Affiliate of 2 Debior, or non-Debtor Affiliate.

177  “Intercompany Execotory Contract” means an executory contract solely
between two or ore Debtors or 8 cxecutory contract solely bhetween one of More Debtors and one oF
morc non-Debtor Affiliatcs. B

1.78  “Intercompany Unexpired Lease” means an unexpired Jease solely between
*woormortl)cbtmoranmcxpirodlmc solclybctwocnoncormmncbmmdoneormmnon-
blor Alfiliatcs,

1,79  “Interest” means the legal, equitable, contractusl and other rights of any Person
with respect to Existing Common Stock, Other Interests, or any other equity scouritics of or ownership
jnterests in the Affiliate Debtors. :

180 “lntcrestholder” meansa holder of an Intevest.

181 “Iovestment Agreement” means that certain investment Agreement, dated 28 of
January 24, 2003, between the Plan Investors and Kmart, 8 copy of which is attached hereto as Exhibit E.
as the same may be amended, modified, or suppicmented from time to time.

11
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1.82 “Key Ordinary Course Professional” means those certain Persons identified as
key ordinary course professionals by the Debtors pursuant to the Ordinary Course Professional Order.

.
183  “Key Ordinary Course Professional Claim” means an Administrative Claim
of a Key Ordinary Course Professional for compensation for services rendered or reimbursement of
costs, expenscs or other charges and disbursements in an amount in excess of $25,000 for any month
relating to services rendered or expenses incurred afier the Petition Date and prior to and including the

Effcctive Dale.
¢ 1.4 “Kmari” means Kmart Corporation, 3 Michigan corporation, debtor-in-
posscssion in Case No. 02-02474 pending in the Bankruptey Court,

1.85 “Kmart Amsterdam” means Kmart of Amsterdam, NY Distribulion Center,
Inc., a Michigan corporation, deblor-in-posscssion m Case No. 02-02479 pending in the Bankruptcy
Court, '

1.86 “Kmart Financing” means Kmart Financing I, a Delaware trust, debtor-in-
possession in Case No. 02-02471 pending in the Bankruptcy Court,

1.87 “Kmart Holdings” mesns Kmart Holdings, Ine., a Delaware corporation,
debtor-in-possession in Case No. 02-02478 pending in the Bankrupicy Court.

- - - -

1.88  “Kmar({-IN” means Kmart of Indiana, an Indiana partnership, debtor-in-
possession in Case No. 02-02463 pending in the Bankruptey Court.

1.39 “Kwmart-MI” means Kmart of Michigan, Inc., a Michigan corporation, dcbior-
in-possession in Case No, 02-02481 pending in the Bankrupicy Court.

1.9¢  “Kmart-MPS” means Kmart Michigan Property Services, LLC, a Michigan
limited liability company, debtor-in-possession in Case No. 02-02470 pending in the Bankruptcy Court.

- 1.91 “Kmart-NC” means Kmart of North Carolins, LLC, a North Caroling limited
liability company, debtor-in-possession in Case No. 02-02465 pending in the Bankruptcy Court.

- 1.92 “Kmart-PA” mems Kmart of Pennsylvania, LP, a Peansylvania limited
partnership, debtor-in-possession in Case No. 02-02464 pending in the Bankruptcy Court.

1.93  “Kmart-TX" mcans Kmart of Texas, LP, a Texas limited partnership, debtor-
in-posscssion in Case No. 02-02466 pending in the Bankruptcy Court.

1.94 “Kmart Creditor Trust” mcans the trust created punsusmt to Article 11,3 of this
Plan.

195 “Management Compensation Plan” means an executive emergence ond long-
term incentive program approved by the board of directors of the Reorganized Debtors and implemented

for the benefit of the Reorganized Deblors’ cmployees, members of management, and directors and
designed 10 (i) recognize the caperience, qualifications, and proven track record of the Reorgenized

12
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Debtors’ management team and (ii) provide incentives for the beneficiarics thercof (0 maximize vaue
for stockholders after the Effective Date. _

. [ W
196 “New Holding Company” meens & corporation to be created pursuant 1o the
terms of this Plan, of, in the discretion of Kmart's board of directors after consultation with the
Creditors’ Commitices, & Reorganized Debtor, to hold 100% of the New Operating Compapy Common
Stock on and after the Effective Date. )

197 “New Holding Company Common Stock™ means the shares of common stock
of New Holding Company autharized under Article 7.8 of this Plan and under the articles of incorbora-

tion of New Holding Company.

198 “Ncw lloiding Company Preferred Stock” means the sharcs of preferred stock
of New Holding Company guthorized under Article 7.8 of this Plan and under the articles of incorpora-
tion of New Holding Company. '

199 “New Operating Company” means a corporation or other Person 10 be created
pursuant to the tcrms of this Plan or, in the discretion of Kmart’s board of directors after consultation
with the Creditors” Committees and the Plan Investors, 2 Reorganized Debior, tobe wholly-owned, - - ~
directly or indirectly, by New Holding Company.

1.108 ~New Operating Company Common Stock™ means sharcs of conumon stock
(or such other centificaies designating ownership as are appropriate) of New Operating Company
authorized under Article 7.1 of this Plan and under the articles of incorporation of New Opcrating

Company.

1101 “Non-Lendcr Claims” means the Prepetition Note Claims, the Trade Ven-
dor/Lease Rejection Claims, the Trust Preferred Obligations, and the Other Unsccured Claims,

1.102 “Ordinary Course Professional Order” means the Baoknuptey Court’s Order
Pursuant to 11 U.S.C. §§ 105(a), 327(c) and 331 Authorizing Retention of Professionals Utilized by the
Debtors in the Ordinary Course of Busincss (Docket No. 682). -

1.103 *“Other Exccutory Contract or Unexpired Lease” means all executory
contracts or unexpired leascs, other than Employce-Related Agrecments, Interconmparny Executory
Contracts, mdhwcmyWmechh any of the Debtors are a pasty.

1104 “Other Intcrests” means all options, warrants, call rights, puts, awards, or other
agreements lo acquire Existing Common Stock.

1.105 “Other Priority Claim” mcans 8 Claim entitled to priority pursuant to section
507(a) of the Bankruptcy Code other than a Priority Tax Claim or an Adminisirative Claim.

1.106 “Other Unsecured Claim™ mcans, subject to Article 5.6 hereof, a Claim that is

nmwAdnﬁ:ﬁmaﬁwcnaim.Gcmdmmuedevuﬁmdaim.hwwmmyaﬁmm
Priority Claim, PBGC Claim, Priority Tex Claim, Prepetition Lender Claim, Prepetition Notc Claim,

13
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Secured Claim, Subordinated Securitics Claim, Trade Vendor/Lease Rejection Claim, or Trust Preferred
Obligation.

[ T
1,107 “Other Unsecured Claim Cash Payment Amount® means the Cazh to be paid
toallholdersofAﬂowedO&:thsemndClaﬁmmﬂ:ethhdmmivmuycf&cEﬂccﬁ%Dﬂc(ﬂ.if
such date is not 2 Business Day, the next Business Day), in an amount equal to (i) the product of (a) the
cstimated, mid-range value (as set forth in the Disclosure Statement) of the New Holding Company
Cormmon Stock to be distributed to holders of Trade Vendor/Leasc Rejection Claims multiplied by (b) a
fraction, the numerator of which is equal to the aggregate amount of all Allowed Other Unsecured
Chﬁm,andthcdmomimtororwhichisequalmﬂx agercgate amnount of all Allowed Trade Ven-
dor/Lease Rejection Claims and Allowed Other Unsecured Claims, plus (i) an amount equivalent to
intcrest on the amount calculated pursuant to the preceding clause at an annual rate of 4% from and after
the Effective Date through and including the third anniversary of the Effective Date, The Other
Unsecured Claim Cash Payment Amount shall be subject 10 such other terms and conditions ns may be
necessary and appropriate to effectuate payment thereof or 10 comply with gpplicable law.

1108 “Other Unsecured Claim Election” means an clection by an Other Unsecured
Claimholder, either on its Ballot or appropriate clection form provided by the Debtors, to be treated asa _

Trade Vendor/Lease Rejection Claimholder.,

1.105  “Other Unsecared Claim Estimation Procedure” means a procedure
approved by the Bankruptey Court providing for the expedited estimation, for distribution purposcs, of
Other Unsecured Claims held by Other Unsecured Clai mholders who make the Other Unsecured Claim
Elcetion.

1.110 *PBGC” means the Pension Benefit Guaranty Corporation.
1111 “PBGC Claims” means all Claimns of the PBGC against any of the Debtors.

1112 “Periodic Distribution Date” means () the Distribution Date, and (b)
thereafier, the first Business Day occurring on or immediately after each subsequent October 17, January
- 1% April 1% and July 1.

LI13  “Person” means an individual, corporation, partnership, joint venture,
- association, joint stock company, limited liability company, limited liability partoership, trust, cstate,
unincosporated organization, governmental unit (as defined in section 101(27) of the Bankruptcy Code)
or other entity.

1.114 “Petition Date” means Jannary 22, 2002, the date on which the Debtors filed
their petitions for relief m tbeBmh:ptcyCom‘tconnnmcingﬂ:eChapm 11 Cases.

1115 “Plan” means this joint plan of reorganization for the resolution of outstanding
Claims and Interests in the Chapter 11 CaM.ash:mhpmposodbytheDebtom,incMingausupplo-
mems,appmdioesandschedtﬂeshmto,eitherind:cirpresemfm'morasthesunemybe further
altered, amended or modified from time to time in accordance with the Bankrupicy Code and Bankruptey

Rules,

14




———TT

Case 02- i
02-02474 Doc 32198 Filed 08/30/10 Entered 08/31/10 13:

1116 “Post-Effective Date Committee™ has the meaning ascribed to it in Article 15.5

of this Plan.

e T
1117 “Plan Investors” mcans ESL Investments, Inc., 8 Delaware corporation, and
Third Avenue Trust, o0 behalf of certain of its investment series.

s

1118 “Plan Investos Claim” meaps all Administrative Claims of the Plan Investors
under the jovestment Agrecment, including, without limitation, all fecs and expenses (including
professional fees and expenses) arisiog under the Investment

Bank) 2s administrative agent under the Prepetition Credit Agreements.

~ L120 uprepetition Credit Agrcements” mcans, collectively, (a) that certain Three
Year Credit Agreement, dated as of December 6, 1999, by and among Kmart, J.P. Morgan Sccurities,
Inc. (i7k/a Chase Seowritics, Inc.), as Lead ArTanget and Book Manager, JPMorgm Chasc Bank (['k/a
The Chase Manhaltan Bank), as Administrative Agent, Bank of America, National Association, as
Syndication Agemt, BankBoston, N.A., 88 Co-Documentation Agemt, and Bank of New York, a5
Co-Documentation Agent, as amended, supplemented ot otheiwise modified fromn time to time, aid all
Jocuments executed in connection therewith, and (b) that certain 364 Day Credit Agreement, dated as of
November 13,2001, by and among Kmart, JPMorgen Chas¢ Bank (I/k/a The Chasc Manhattan Bank), 85
Administraive Agent, Credit Suisse First Boston, Flect Nationzal Bank, snd Bank of New York, as
Co-Documentation Agents, as amended, supplcmcm‘-‘d ammﬁ&dmmb time, and sl
documents executed in connection therewith. :
\
1121 “Prepetition Lender Claims” means all Claims arising under or pursuant to the

Prepetition Credit Agrecments.

1.122 “Prepetition Lenders” means the Jenders from time to time party to the
Prepetition Credit Agreements.

1.123 “Prepetition Note Claims™ means all Claims arising under or pursuant to any
of the Prepetition Notes or the indenturcs governing the Prepetition Notes. '

1.124 “Prepetition Notcbolder Shares” means 25,008,573 shares of New Holding
Cormpany Common Stock.

1.125 “Prepetition Notes” means, collectively, (2)(i) the 12.5% Notes due March 1,
2005 in the aggregate pﬁncipnl amount of $100,000,000; (ii) the 8.125% Notcs duc December 1, 2006 in
the aggregate principal amount of $200, ,000; (iii) the 7.75% Notes due October 1, 2012 in the
aggregate principal amount of $157,257,000; (iv) the 8.25% Notes due January 1, 2022 in the aggregate
principal amount of $68,055,000; (iv) the 8.375% Nolcs due July 1, 2022 in the aggregate inct
amount of $85,550,000; (v) the = 95% Notes due February 1, 2023 in the sggregate principal amount of
£259,800,000; and (vi) the Scries C Medium Term Notes and Serics D Medium Torm Notes in the
aggregate principal amount of $222,935,000, n cach case issued by Kmart pursuant to that certain
indenture dated as of February 1, 1985, between Kmart and The Bank of New York, a3 original indenture
trustee, as thereafter succeeded in that capacity by Wilmington Trust Company 8s successor indenture
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trustee, as such indenture may have been ancnded, supplemented, or otherwise modilfied from time to
time, including, but not limited to, that certain First Supplemental Indenture dated as of March 1, 1991;
(bXi) the 8.375% Nutes due December 1, 2004 in the aggregate principal amowmt.of $300,000,000; (ii)
the 9.375% Notes due Fehnuary 1, 2006 in the aggregate principal amount of $400,000,000; and (iij) the
9,875% Notcs duc Junc 15, 2008 in the aggregate principal amount of $430,000,000; in cach casc issucd
by Kmart pursuant to that certain indenture dated as of December 13, 1999, between Kmart and The
Bank of New York, as original indenture trustee, as thereafier succeeded in that capacity by Wilmington
Trust Company as successor indeature trusies, as such indenture may have been smended, supplemented,
or utherwise modificd from time to time, incloding, but not limited to, that certain First Supplemental
Indenture dsted as of December 13, 1999; that certain Sccond Suppiemental lndenwure, dated as of
January 30, 2001; and that certain Third Supplemental Indenture dated as of June 19, 2001; (c) the

. Commercial Development Revenne Refunding Bonds (Kmart Corporation Project) Series 1994 in the

- aggregate outstanding principal amount of $1,800,000.00, issued undcr or in conpection with the trust
indenture dated as of November 1, 1994 by and between The County Commission of Harrison County, as
issucr, and J.P. Morgan ‘Trust Company, National Association (as successor trustee), as indenture trustee,
as thereafier succeeded in that capacity by Wilmington Trust Company as successor indenture trustee,
and all of the right, title and interest of Harrison County in and under the Loan Agreement and the
Promissory Note made between Kmart and The County Commission of Harrison County; and (d) the
Industrial Development Reventie Refunding Bonds (Kmart Corpordtion Project) Series 1994 in the
aggregale outstanding principal amount of $2,375,000.00, issued under or in connection with the trust
indenture dated as of October 1, 1994 by and between The Industrial Development Authority of the City
of Liberty, Missouri, as issucr, and UMB Bank, N.A., as indenture trustec, and all of the nght, title, and
interest of The Industrial Development Authority of the City of Liberty, Missouri in and under the Loan
Agreement and the Promissory Note made between Kmart and The Industrial Development Authority of

the City of Liberty, Missouri,

1.126 “Priority Tax Clairn® means a Claim entitled to priority pursuant to section
507(a)(8) of the Bankruptey Code.

1.127 “Pro Rata” means, al any time, the proportion (hat the Pacc Amount of a Claim
in a particular Class or Classes beurs to (ii) the aggregate Face Amount of all Claims (including Disputed
Claims, but cxcluding Disatlowed Claims) in such Class or Classes, unless this Plan provides otherwise.

1.128 “Professional” means thosc Persons retained in the Chapter 11 Cases by
separate Bankruptcy Court orders pursuant 10 scetions 327 and 1103 of the Bankruplcy Code or
otherwisc; provided, however, that Professional does not include those Persons retained pursuant to the
Ordinary Course Professional Order.

1.129 “Professional Claim” means an Administrative Claim of a Professional for
compensation for services rendered or reimbursement of costs, expenses or other charges and disburse-
ments incurred relating to services rendered or expenscs incurred after the Petition Date and prior to and

including the Effective Date.

1130 “Professional Fee Order” means the order entered by the Bankruptey Court on
January 25, 2002, authorizing the interim payment of Professional Claims subjeet to the Holdback
Amount.
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1.131 “Registration Rights Agreement™ means the agreement, 8 form of which will
b attuched 1o this Plan on or prior|lo the Exhibit Filing Date as Exhibit G, wherehy New lolding
Company will be obligated to register certain shares of New Holding Company Common $tock pursuant
to the terms and conditions of such agreement.

1132 “Reinstated” or “Reinstatement™ means (a) leaving unaltered thi)gal,
equitable and contractual rights to which a Clsir entitles the Claimholder 50 as to lcave such Claim
Unimpeired in accordance with section 1124 of the Bankruptcy Code, or (b) notwithstanding any
contractual provision or applicable law that entitles the Claimholder to demand or receive accelerated
payment of such Claim after the occurrence of a default (i) curing any such default that occurred before
or after the Petition Date, other thana default of a kind specified ini section 365(b)(2) of the Bankrupicy
Code; (ii) reinstating the maturity of such Claim as such malurity existed before such default; (dii)
compensating the Claimholder for any damages incurred as a result of any reasonable relianee by such
Claimbolder on such contractual provision or such applicable law; and (iv) not otherwise altering the
legal, equitable or contractual rights to which such Claim cntitles the Claimholder; provided, however,
that any contractual right that does not pertain to the payment when due of principal and inicrest on the
obligation on which such Claim is based, including, but not limited to, financial covenant ratios, ncgative
pledge covenants, covenants of restrictions on merger oF consolidation, “going dark™ provisions, and
affirmative covenants regarding corporate cxistence prohibiting certain transactions of actions contem- -
plated by this Plan, or conditioning such transactions or actions on certain factors, shall not be required
to be cured or reinstated in onder to accamplish Reinstalcment.

1.133  “Released Parties™ means, coflectively, (i) aR officers of each of the Debtors,
all members of the boards of directors of each of the Debtors, and all employees of cach of the Debtors,
in each case, as of the date of the commencement of the hearing on the Disclosure Statement, (i) the
Statutory Committecs and all members of the Stawutory Commitiees in their respective capacities as such,
(iii) the DIP Agent in its capacity as such, (iv) the DIP Lenders in their capacitics as such, (v) The Bank
of New York, as original indenture trustee with respect to the Prepetition Notes, in its capacily as such,
and Wilmington Trust Company, as suceessor indenture trustee with respect to the Prepetition Notes, in
its capacity as such, (vi) the Plan Investors in their capacities as such, (vii) the Prepetition Lenders in
their capacitics as such, (viii) the Prepetition Agent in its capacity as such, (ix) all Professionals, and (x)
with respect to each of the above-named Persons, such Person’s affiliates, principals, employees, agents,
officers, directors, financial advisors, attorneys and other professionals, in their capacitics as such.

1.134 “Reorganized Debtor” or “Reorganized Debtors” means, individually, any of
New Holding Company, New Operating Company, or any Debtor and, collectively, all of New Halding
Company, New Operating Company, and the Debtors, in cach casc from and after the Effective Date,

1.135 “Reorgankced .. . * means the applicable Debior from and afier the Effective
Date,

1136 “Restructaring Debtors™ means those Debtors that will be the subject of a
Restructuring Transaction under this Plan.

1.137 *“Restructuring Transaction(s)” means a dissolution or winding up of the
corporate existence of 8 Debtor or the consolidation, merger, contribution of assets, or other transaction
in which a Reorganized Deblor merges with or transfers substantially all of its assets and Liabilitics to 8
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Reorganized Debtor or their Affiliates, on or afier the Effective Datr, as set forth in the Restructuring
Transaction Notice,

P
1.138 “Restructuring Transsctions Notice™ means the notice filed with the
Bankruptcy Court on or before the fixhibit Filing Date as Exhibit H to this Plan listing the Restructuring
Debtors and briefly deseribing the relevant Restructuring Transacuons including the corporate structure
of the Reorganized Debtors as described in Exhibit ] to this Plan.

1.139 “Retained Actions” meams all Claims, Causes of Action, rights of action, suits
and proceedings, whether in law or in equity, whether known or unknown, which any Debtor or any
) Debtors' Estate may hold against any Person, including, without Linmtation, (a) Claims and Causcs of
- Action brought prior to the Lffective Date, (b) Claims and Causes of Action against any Persons for
failure to pay for products or services provided or rendered by any of the Debtors, (¢) Cloims and Causes
of Action relating 1o strict enforcement of any of the Debtors' intellectual property rights, including
" patents, copyrights and trademarks, and (d) Claims and Causes of Action sceking the recovery of any of
the Deblors’ or the Reorganized Debtors® accounts receivable or other receivables or rights to payment
created or arising in the ordinery course of any of the Debtors’ or the Reorganized Deblors’ businesses,
including, without limitation, ¢laim overpayments and tax refunds; provided, however, that the foregoing
- shall nol include Trust Claims (including Avoidance Claims that aré Trust Claims), which will be -
transferred to the Kmart Creditor Trust, Avoidance Claims, or Claims explicitly released under this Plan

or by Final Order of the Bankruptcy Court prior 1o the date hereof.

1.140 “Scheduled™ means, with respect to any Claim or Fmcrest, e status, priorily,
and amount, if any, of such Claim or Interest as set forth in the Schedules,

1.141 “Schedules” mcans the schedules of assets and liabilities and the statements of
financial alfatrs filed in the Chapter 11 Cases by the Debtors, as such schedules or statements have been
or may he further modified, amended or supplemented from time to time in accordance with Bapkrupicy

Rule 1009 or orders of the Bankruptcy Court.

1.142  “Secured Clalm” means a Claim sccured by a security interest in or a Jien on
property in which a Deblor's Estate has an interest or that is subject to setoff under section 553 of the
Bankruptcy Code, to the extent of the value, as of the Effective Date or such other date as is established

i by the Bankruptcy Court, of such Claimholder’s interest in the applicable Estate’s interest in such
ot property or to the extent of the amount subject (o sctofl, a8 applicable, as determined by a Final Order of

the Banlquptcy Court pursunmt to section 506(a) of the Bankruptcy Code or in the casc of setofl,
pursuant to section 553 of the Bankrupicy Code, or as otherwise agreed npon in writing by the Debtors
and the Claimholder.

1.143 “Securities Act” means the Sccurities Act of 1933, as now in cffect or hercafter
amended.

1.144 “Secuorities Action” means any Cause of Action by a Person, other than by or on
behalf of 8 Debtor, against any Person other than a Debtor arising out of or related to 3 Pason’s
owncrship of Interests, including Existing Common Stock, including, without limitation, the following
actions, (i) those certain class actions on behalf of purchasers of securitics who purchased such sceuritics
between March 13, 2001 and May 15, 2002 as such class actions were amended and consolidated by
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filed on November 1, 2002 in the United States District Court for the Eastern District of
(ii)  class sction of behalf of participants in or beneficiaries of the Kmart Corporation

plesding

Michigan;
. ement Savings Plan filed on March 18, 2002 in the United States District Court for the Fastern

[R;:r.lfct of Michigan; (i) an action on hehalf of three fimited partnerships that purchased stock of
BlucLight.com filod on April 26, 2002 fa the United States District Court for the Eastern District of
Michigan; and (iv) an action filed on February 14, 2003 by the Softbank Funds agamst Cherles Conaweay
in the Circuit Court of Cook County, Nlinois, Case No. 03L1875.

1.145 “Security” shall have the meaning ascribed to it in section 101(49) of the
Bankruptcy Code.

1.146 “Scrvicer” has the meaning ascribed to it in Article 7.10 of this Plan.

1,147 “SFPR” mcans SF.FR., Inc, a Puerio Rico corporation, debtor-in-possession
in Casc No. 02-02499 pending in the Bankruptey Court.

1.148 “Statutory Committees” means, collectively, the Unsecured Creditors'
Committee, the Finencial lr.;sﬁmtions;' Committee, und the Equity Commitles.

1.149 “Subordinated Securities Clalm” means 8 Claim subject to subordination
under section S10(b) of the Bankruptcy Code, including, without limitation, sny Claim tha{ arises from
{he rescission of 8 purchase or sste of a Sceurity of any of the Debtors (including. without imitation,
Existing Comnon cht).orh&mﬁgsnis‘mg homﬁw;:urchascorsalcofmh a Sceurity, or for
reimbursement, indemnification, or contribution aflowed under section 502 of the Bankrupicy Code on
account of such Claim.

1.150 “Total Investor Shares™ means all shares of New Holding Company Common
Stock to be issucd 1o the Plan Investors pursuant to the Investment Agreement. Based upon the
Prepetition Lender Claims held by the Plan Investors as of January 24, 2003, the pumber of Tolal
Tnvestor Shares would be calculated to be 29,282,723,

1.151 “Trade Vendor/Lease Rejection Claim® means, subject to Article 5.7 hereof, a
Claim arising s & result of (i) retail merchandise or services provided by wade vendors or serviee
providers, (i) rejection of executory contracts snd unexpired leases, (iii) guarantics related to rejected
execulory contracts and unexpired Jeases, (iv) guarantics with respect to industrial revenne bonds, (v)
unsecurcd deficiency claims, if any, (vi) guarantics related to third-party leases, and (vii) Other
Unsecured Claims that have made the Other Unsecured Claim Election.

1152 “Trade Vendor/Lease Rejection Claimbolder Shares” means 31,945,161
shares of New Holding Company Common Stock.

1.153 “Trade Vendors Collatera] Agent” mcans the cntity appointed by the
Unsecured Creditors’ Committee, which is reasonably acceptable to the Debtors, which shall hold all
licns\withrcspccuoﬂ\c'l'nchcndm!‘ Iienpwsumﬂtom;]ﬂ.ﬂofthism
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L154 “Tyade Vendors’ Lien” means any licos granted to the Trade Vendors
Collateral Agent, as of the Effective Date, pursiant to Article 7.13 of this Plan and Exhibit J-2 to this
Plan. .

L1S5 *“Trnst Advisory Board” means the board that is to be created pursuant fo
Anticle 11.4 of this Plan for the purpose of sdvising the Trustee with respect to decisions affecting the
Kmart Creditor Trust. :

L156 “Trest Agreement” mems that certain Trust Agrecment that will govern the
Kmart Creditor Trust, a form of which is attached to this Plan'as Exhibit K.

= 1.157 “Trust Assets” means the Trust Claims and any assets 10 be transferred fo and
owned by the Kmart Creditor ‘I'rust pursuant to Article 1]1.2 of this Plan.

and inchuding all matters arising from, in connection with, or relating to the subject matter of responses
to the Government Inquiries (as each of such terms is defined in the Disclosure Statement).

1159 “Trust Preferred Obligatiens™ means all abligations of the Debtors arising
under or pursuant 1o the Trust Preferred Securitics and related Indenture by and between Kmart
Corporation and The Bank of New York, as Trustee, dated June 6, 1996, the First Supplemental
Indenture of the same date, and related documents,

1.160  “Trust Recoverjes” means any and all proceeds received by the Kmart Creditor
Trust from (a) the prosecution to, and collection of, a final judgment of a Trust Claim against a Person,
or (b) the settlement or other compromise of a Trust Claim against a Person, and (¢) Designated Trust
Recoveries,

1.161 “Trust Preferred Securities” mmeans those certain mandatorily redecmable
convertible preferred sccurities jssued by Kmart Financing 1, an Affiliate Debtor, pursuant to that certain
- Declaration of Trust by Kmart Financing I dated as of February 16, 1996, as amended and restated as of

Junc 6, 1996,

1162 “Trustee” means the trustee of the Kmart Creditor Trust as contemplated by the
Trust Agreement.

1163 “Unimpaired” refers to any Claim that is not Impeired,

1.164 “Unsecured Creditors’ Committee” means the Official Unsecured Creditors®
Committee appointed pursuant to section 1102(¢)oflh:Banh1q:m:yCodeinlheClmplcr 11 Cascs, as the
membership thercof may change from time to time.

L165 “Voting Deadline” means April 4, 2003, at 4:00 p.mn. prevailing Eastern Time.
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1.166 “Workers' Compensation Program™ mcans, colleslively, the Debtors’
workers’ compensalion programs in all states in which they operate pursuant to which th
provide their cmployees with warkers' compensation coverage for claims griging from or related to their
employment with the Debtors.

C. Rutes of Int tign

For purposcs ofthisPlan,unlcssomavﬁscp:widedhaehl,(a)whcneverﬁomthe

context it is appropriate, each term, whether stated in the singular of the phurel, will include both the

singular and the phwal; (b)uchpronmmmd'm the masctline, feminine or neuter includes the
(masculine, ferninine and neuter; (c) unless otherwise provided in this Plan, any reference in this Planto a
contract, instroment, release or other agrecment or document being in a particular form or on particular
terms and conditions means that such document will be substantially in such form or substantially on
such terms end conditions; (d) any reference in this Plan to an existing document or schediile filed or to
be filed means such document or schednle, as it may have been or may be amended, modified or
mpplemﬂ\wdpursuamtothismnn; (¢) any rcference to ap entity as a holder of a Claim or hmtcrest
includes that cntity’s SUCCESSOrs and assigns; (f) all references in this Plan to Sections, Articles and
Exhibits sre references 10 Sections, Arficles and Exhibits of or to this Plan; (8) the words “herein,” -
whereunder™ and “hereto” refer L0 this Plan in its entirety rather than to a particular portion of this Plan;
(W) caplions and headings to Articles and Scctions arc inserted for convenience of reference only and are
ot intended to be a past of or 10 affect the interpretation of this Plan; (i) subject to the provisions of any
mmawmwmmumawwdumm
cnicred into in conmection with this Plan, the rights and obligations arising under this Plan shall be
governed by, and construcd and enforced in accordance with, federal law, including the Bankruptcy
Codc and Bankryptcy Rules; and (j) the rules of construction st forth in saction 102 of the Bankruptcy

Code will apply. -

This Plan is the iproduct of extensive discussions and negotiations between and among,
inter alia, the Debtors, the Statutory Committecs, the Plen Investors, the Prepetition Agent on behalf of
the Prepetition Lenders, and certain other creditors and constituencics. Each of the foregoing was
represented by counscl who cither (a) participated in the formulation and docurocatation of, or (b) was
afforded the opportumity to Teview and provide comments on, the Plan, Disclosure Statement, and the
documnents ancillary thereto. Accordingly, the general rule of contract construction known 85 “conira
preferentem” shall not apply 1o the construction or interpretation of any provision of this Plan, Disclosure
Statement, of any contract, instrament, release, indenture, exhibit, or other agrecment of document
gencrated in connection herewith-

D. omputati T
In computir‘xfsriy period of time prescribed or allowed by this Plan, unless otherwise
expressly provided, the pro : sions of Bankrupicy Rule 9006(s) shall epply.
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E. References to Monctary Figures

All referenecs in this Plan to monctary figures shall refer to United States of Amcrica
currency, unless otherwise expressly provided.

F.  Exhibits

and, to the extent not annexed hereto, such Exhibits shall be filed with the Bankruptey Court on or before
the Iixhibit Filing Date. Afier the Exhibit Filing Date, copies of Exhibits can be obtained upon written
requesl to Skadden, Arps, Slate, Meagher & Flom (ITlinois), 333 West Wacker Drive, Chicago, Mllinois
= 60606 (Atw; Jobm Wm. Butler, Jr., Esq.), counsel (o the Debtors, or by downloading such exhibits from
the Court's website at http:\ inb. v. To the cxtent any Exhibit is inconsistent with the
terms of this Plan, unless otherwise ordered by the Bankruptcy Court, the non-Exhibit portion of this

Plan shall control.

o ARTICLE I

ADMINISTRATIVE EXPENSES,
PRIORITY TAX CLAIMS,

AND OTHER UNCLASSIFIED CLAIMS

holder of such Administrative Claim, an Allowed Administrative Claimholder in the Chapter 11 Cases ..
shall receive, in full satisfaction, settlement, release, and discharge of, and in exchange. for, such
Administrative Claim, (i) Cash equal to the unpaid portion of such Allowed Administrative Claim or (ii)
such other trestment as to which the Debtors (or the Reorganized Debtors) and such Clajmbolder shal]
have agreed upon in writing; provided, however, that (x) Claimholders of Claims arising under the DIP
Fecility shall be deemed to have Allowed Claims as of the Effective Dato in such amount as 1o which the
Debtors and such Claimholders shall have agreed upon in writing or as determined by the Bankruptcy

- Court, which DIP Facility Claims shall be paid in accordance with Article 10.] of this Plan, (y) the Plan
Investors shall be deemed to have an Allowed Plan Investor Claim arising under the Investment
Agreement in such amount as to which the Debtors and the Plan Investors shall have agreed upon in
wriling or as fixed by (he Bankruptey Court, which Plan Investor Claim shall be paid in full in Cash on
the Effective Date, and (z) Allowed Administrative Claims with respeet (o liabilities incurred by the
Debtors in the ordinary course of business during the Chapter 11 Cases shali be paid in the ordinary
course of business in accordance with the terms and conditions of any agreements relating thereto.

: 22 Priorty Tax Clalms. Conmencing on the first Periodic Distribution Date
occurring after the later of (a) the date a Priority Tax Claim becomes an Allowed Priority Tax Claim or
(b) the date a Priority Tax Claim first becomes payable parsuant to any agreement between a Debtor (or
a Reorganized Debtor) and the holder of such Pnority Tax Claim, at the sole option of the Debtors (or
the Reorganized Debtors after the Effective Date), such Allowed Priority Tax Claimholder shall be
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entitied to receive of account of such Priority Tax Claim, in full satisfaction, settlement, release and
discharge of, and in exchange for, such Priority Tax Claim, (i) cqual Cash paymcnis on the last Business
Day of cach three-month period following the Effective Date, during 2 period not to exceed:six years
aficr the psscssmecnl of the tax on whichi such Claim s bascd, totaling the aggregate amount of such
Claim plus simple interest on 8ny outstanding balance from the Fiffective Date celculated 100 basis
points the interest rate provided under the Exit Financing Facility as of the Effoctive Daie, of
such lesser rate agreed t0 bys particulal taxing authonity, (ii) such other treatment agreed to by the
Allowed Priority Tsx Cisimholder and the Debtors (or the Reorganized Debtors), provided such
treatyment §$ on nore fambhmumth:Debmx(onhengorgmized chwmmﬁtthﬂ'ocﬁvc Date)
than the treatment sct forth in clause () hereof, of (iiii) payment in full in Cash.

‘ 23  PBGC Claims. Upon confinmation and substantial consummation of the Plan,
the Reorganized Debtors will continuc the Kmart Corporation Employee Pension Plan in accordance
with applicable 1aw, and the Debtors’ obligations wnder applicable law with respect to coptinued funding

of the Kmart Corporation Employee Pension Plan will remain unaltered. Nothing in the Plan shall be
deemed to discharge, release, or relieve the Debtors, the Reorganized Debtors, or their controlled group

of or from any cusrent of future lisbility under applicable Jaw with respect to the Kmart Corporatigp
Employce Pension Plan. Any amd all obligations under the Kmart Corporation Employce Pension Plap
shall be paid in accordance with thé tefms and conditions of the Kmart Corporation Employee Pension -
Plan and in sccordance with spplicable 1aw. On the Effective Date, the PRGC will be deemed to have
withdrawn the PBGC Claims with respect to the Kmart Corporation Employee Pension Plan.

24 Workers’ (ompensation Programs. Upeon confirmation and substantial
consummation of the Plan, the Reorganized Debtors shall continue the Workers’ Compensation
Programs in accordance with applicablc state Jaws. Nothing in the Plan shall be deemed to discharge,

. yelcase, or relieve the Debtors or Reorganized Debtors from any cusrcat oF future lability with respect 0
any of tho Workers’ Compensation Programs. The Reorganized Debtors shall be responsible for a1l valid
claims for benefits and Jjabilitics under the Workers® Compensation Programs regardicss of when the
applicable injuries were incurred. Any and all obligations under the Workers’ Compensation Programs

shall be paid in accordance with the terms and conditions of Workers’ Compensation Programs and in
gocordance with all applicable 1aws.

25 Consigpment Cizims. Notwithstanding section 1141 (c) or any other provision

of the Bankruptcy Code, sl liens, if any, o Persons who provided goods to the Pebtors on consignment

v (i) prior to the Petition Date and who hold valid, caforccable, and perfected licns in such goods (8)

lloawﬁucnagremkntwiﬂnhembwnmd(b)inaocmﬁthappﬁmble law or (ii) aftcs

\he Petition Date pursuant to auy order of the Bankruptcy Court shall, in each case, survive the Effective
Date and continue in accordance with the contractusl tevms of the underlying agreements between the
Deblors and such Persons and shall remaim enforccable as of the Effective Date with the same extent,
validity and priority as existed as of the Petition Datc or pursuant to such order, as the casc may be. All
other Persons who provided goods to the Debtors on consignment shall be deemed to hold Trade
Vendor/Lease Rejection Claims under this Plan, Pursuant to Anticle 10.4 of this Plan, no request for
payment of an Administrative Clat need be filed with respect 10 any Claim contcmplated by his Article
2.5, which Claim shall be payablc by the Debters in the ordinary cousse of business.

23




NN
2l Dc 22198 Filed 08/30/10  Entered 08/31/10 13:02:36 Desc Main
Pl S S S Rl j&-—r—\,‘?~
. - Document age or oU S—

-

ARTICLE 1l

CLASSIFICATION OF CLAIMS AND INTERESTS,.. -

Pursuant to section 1122 of the Bankruptey Code, set forth below js a designation of
classes of Claims against and Interests in the Debtors, A Cleim or Interest is placed in a particular Class
for the purposes of voting on this Plan and of recciving distributions pursuant to this Plan only to the

and “NN" is the class number ag identified below, Thus, for example, the olass of Secured Claims (Class
1), il any, against Kmart of Michigan, Inc. is identificd by the designation “KM-MI-1.”

3.1 Class 1. Class I consists of separate subclasses for all Secured Claims that may

cxist against a particular Dobior,
32 Class2, Class 2 consists of al] Other Priority Claims that oay cxist apamst a
particular Debtor, ) -

kK Class 3. Class 3 consists uf all Prepetition Lender Claims, This Class is
applicable only to the Chapter 11 Cases of the following Debtors: Kmart, Kmart Amsterdam, Kmart
Holdings, Kmart.IN, Kmart-MI, Kmar;-MFS, Emart-NC, Kmars-PA, Kman-TX, Big Beaver Caguax,
Big Beaver Development, Big Beaver Florida, Big Beaver Guaynabo, Bluelight, and SFPR.

. 34. CQlass4. Class 4 consists of all Prepetition Note Claims. This Class is
applicable only to the Chapter 11 Case of Kmart.

35 Class 5. Class $ consists of al) Trade Vendor/Lease Rejection Claims that may
- . cxisi against a particular Debtor,

36 Class 6. Class 6 consists of al) Other Unsecured Claims that may exist against a
particular Debror.

3.7 Class 7. Class 7 consists of all General Unsecured Convenience Claims that
may ¢xist aguinst & particular Debtor,

38  Class8. Class 8 consists of all Trust Preferred Obligations. This Class fs
applicadle only to the Chapter 1] Cases of the following Debtors;: Kmart and Kmert Financing 1,

39 Class 9. Class 9 consists of all Intercompany Claims that may exist agninst a
perticular Debtor.
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3,10 Class10. Class 10 consists of sil Subordinated Securities Claims. This Class is
applicable only 10 the Chapter 11 Case of Kmart. &
311 Classll Class 11 consists of all Existing Common Stock and all Interests that
may cxist with respect to an Affiliate D_gbtm-. _ -
312 Class 12. Class 12 consists of all Other Interests. This amisappﬁcabhow
1o the Chapter 11 Case of Kmart.
ARTICLE IV
¥ CLASSES OF CLAIMS
41  Clnsses of Clalms That Art Unimpaired. The following Classes are
Unimpaired by the Plan
Class ] (Secured Claims)
Class 2 (Osher Priority Claims)
|
42  Impaired Classes of Claims and Juterests. The following Classes arc
Impaired by the Plan: | - .
Class 3 (Prepetition Lender Claims)
Class 4 (Prepetition Note Claims)
Class 5 (Trade Vendor/Lease Rejection Claims)
Class 6 (Other Unsecured Claims) .
Class 7 (General Unsecured Convenience Claims)-
Class 8 (Trust Preferred Obligations)
Class 9 (Intercompany Claims) .
Class 10 (Subordinated Socuritics Claims)
Class 11 (Existing Commeon Stock)
Class 12 (Othex Interests)
ARTICLE Y
PROVISIONS FOR TREATMENY
OF CLAIMS AND INTERESTS
The weatment of Claims and Interests as provided in this Artigle V. represents &
compromise and full and final scttlement, t o scction 1123(0)(3) of the Bankrupicy Code and
Bsn!n'uptcyl{ulcww,ofmc various Claims and Interests of parties on interest in the Chapter 11 Cases,
including such Claims relating to guarsntees by certain Affiliate Deblors of Kmart's obligations
the Prepetition Credit Agreements and issues related to the substantive consolidation of the Debtors as
contemplaicd by {his Plan, but solely for the purposc of this Plan.
25
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5.1 Class 1 (Secured Clalms), Except as otherwise provided in and subject to
Aricle 9.8 of this Plan, at the sole option of the Dedtors or Reorgenized Debtors, (i) the legal, equitable,
and contractual rights of cach Allowed Sceured Claimbolder shall be Reinstated ar (if) each Allowed
Secured Claimholder shall receive, in full satisfaction, settlement and release of, and in exchange for, its
Allowed Secured Claim (A) Cash in an amount equal 10 the value of the Secured Claimholder's interest
in the property of the Estate which constitutes collateral for such Allowed Secured Claim, or (B) the
property of the Estate which constitutes collateral for such Allowed Secured Claim, or (C) such other
treatment &5 10 which the Debtors (or the Reorganized Dcbtors) and the holder of such Allowed Secured
Claim have agreed upon in writing, provided that such treatment is not more favorable than the weatment
in clusc (A) or clause (B) above, The Debtors or the Reorganized Debtors, as the case may be, shall
dewrmine which treatment of thosc set forth in the preeeding senicnee will be provided to each Allowed
= Secured Claim on the later of (7) the Effective Date or (i1) ten days after the date such Claim becomes an
Allowed Secured Claim. The Reorganized Debiors shall provide notice of the treatment to be provided
to each holder of an Allowed Secured Claim as s00n as practicable after the later of (x) the Effective
Date or (y) 1en days afier the date such Claimholder’s claim becomes an Allowed Secured Claim, In the
cvent the Debtors or the Reorganized Debtors, as the case may be, fail to designaie the treatment of an
Allowed Secured Claim, the legal, equitable, and contrastusl rights of the Allowed Secured Claimholder
with respeet to such Allowed Secured Claim shall be Reinstated. The Debtots® failure to object to such
T Secured Claims in their Chapter 11 Cases shall be withcut prejudice to the Reorganized Debtors' right to
contest or otherwise defend against such Claims in the Bankruptcy Court or other appropriate non-
bankruptey forum (at the option of the Debtors or the Reorganized Debtors) when and if such Claims are
sought to be enforced by the Seenred Claimholder. Notwithstanding section 1141(c) or any other
provision of the Bankrupicy Code, all valid, cnforccable and perfected prepetition licns on property of
the Debtors held by or on bebalf of the Secured Clajmholders with respect to such Claimns shal) survive
the Effective Date and continuc in accordance with the contractual terms of the underlying agreements
with such Claimholders and/or applicable law until, as to each such Claimholder, the Allowed Sccured
Claims of such Secured Claimholder are satisfied in sccordance with the provisions of this Aticle 5,1.

52  Class 2 (Other Priority Claims), Except as otherwise provided in and subject
to Article 9.8 of this Plan, on the first Periodic Distribution Date occurring after the later of (i) the date
an Other Priority Clsim becomes an Allowed Other Priority Claim or (ii) the date an Other Priority

- Claim becomes paysable pursuant to any agreement between the Deblors (or the Reorganized Debtors)
and the holder of such Other Priority Claim, each Allowed Other Priority Claimbolder shall reecive, fn
full satisfaction, scttlement, release, and discharge of, and in exchange for, such Other Priority Claim, (a)

- Cash in an amount equal to the smount of such Allowed Other Priority Claim or (b) such other treatment

2s 10 which the Debtors (or the Reorganized Debtors) and such Claimholder shall have agrecd upon in
writing, provided that such trestment is not more favorable than the treatment in clause (a) above. The
Debtors” failure 1o object to an Other Priority Claim in their Chapter 11 Cases shall be without prejudice
10 the Reorganized Debtors® right to contest or otherwise defend against such Claim in the Bankrupicy
Court or other appropriate non-bankruptcy forum (at the option of the Debtors or the Rearganized
Debtors) when and if such Claim is sought to be caforced by the Other Priority Claimholder.

53  Ciass 3 (Prepetition Lender Claims). Upon the occurrence of the Effective

Date, the Prepetition Lender Claims are hereby Allowed in the aggregaske amoun! of $1,076,156,647.02.
On the Effective Date, the Prepetition Lenders shall receive, in full satisfaction, scttlement, release, and

discharge of, and in exchange for, their Prepetition Lender Claims (including any prepetition setoff
claims and scloff claims assertable pursuant to the DIP Facility Order), Cash in 1 amount cqual to forty
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(40%) of the aggregate Allowed amount of the Prepetition Lender Claims, with such consider-
ation representing compromise and scitlement, pursvant to section 1123(b)X3) of the Bankruptcy Code
and Bankruptcy Rule 9019, of the Prepetition Lender Claims, including such Claims relagng ‘o
tecs by certain Affiliate Debiors of Kmart's obligations under the Prepetition Credit Agreements

and issues related to the substantive consolidation of the Debtors as contemplated by this Plan, but solely
for the purpose of this Plan, provided, however, that, subject to the terms and conditions qf the Invest-
ment Agreement, the Plan Investofs shall be deemed to utilize Cash that they are entitled to receive
pm;wmisbgjgmlﬂus addiﬁomlsmo\mulobepaidbytbePhnlnmnpmmtmlhc
Investrnent Agrecment, tO purchase the Total Investor Shares pursuant to the terms of the Investment

L In addition, with respert 10 cach Jetter of credit outstanding under the Prepetition Credit

unso[Febnmym.ZOO!.tthzmganizedDebmﬂnlLasmupwﬁubhnﬂamc
Effective Date, (i) obtain a replacement letter of credit, (ii) provide cash collateral equal to 105% of the
face smount of the letier of credit, or (iif) if such letier of credit has beea drawn, reimburse the
Prepetition Lenders (or issuing bank, as applicable) with respect to such drawn Jetter of credit in full in
Cash on the Effective Date. All distributions to Prepetition Lenders other than the Plan lnvestors under
this Article 5.3 shall be made to the Prepetition Agent under the Prepetition Credit Agreements for
immediate distribution to the Prepetition Lenders in accordanee with the terms of the Prepetition Credit

Agrecments. _ i} o

54 Class4 (Prepetition Note Claims). The Prepetition Note Claims are Allowed
Prepetition Note Claims in the aggregate amount of $2,279,319,538.47. Each Prepetition Note
Claimholder shall reccive, in full satisfaction, selllement, relcase, and discharge of, and in cxchange for,
jts Prepetition Note Claims, (2) on the gffective Date, its Pro Rata share of the Prepetition Noteholder
Shares, subject to dilution, with the amount of cach Prepetition Note Claimholder’s Pro Rata chare equal
10 the total nurber of Prepetition Noteholder Shares multiplicd by a fraction, the numerator of which is
equal to the amount of such Prepetition Noteholder's Allowed Prepetition Note Claim, and the denomi-
nator of which is equal to all Allowed Prepetition Notc Claims, with the amount of such Prepetition
Notcholder Shares being inclusive of New Holding Company Stock otherwise allocable to holders of
Jrust Preferred Obligations under Article 5.8 pursuant to the subordination provisions of all documents
pestaining to the Trust Preferred Sceuritics and evidencing the rights and obligations of the Trusl
Preferred Obligations, in each case payable directly to the Servicer of the Prepetition Note Claims for
distribution to bolders of the Prepetition Note Claims; (b) on the Effective Date and in lieu of any claim
under Article 10,3 of this Plan by or on behalf of any indenture trustee for the Prepetition Notes, its Pro
Rata share (calculated as provided in clause () of this Article 5.4) of Cash in an amount cqual to the
reasonable fees and expenses of any indenturc trustee for the Prepetition Notes, 85 approved by the
Bankruptcy Court pursuart 1o Section 1129(8)X4) of the Bankrupicy Code, not to cxceed $1,500,000; and
(¢) commencing on the Distribution Date, its Pro Rata Share of the Trust Recoveries, if any, other than
the rights to such Trust Recoveries to which holders of Subordinated Securities Claims and Existing
Common Stock may be entitled pursuent 0 Article 5,10 and Anticle § 11 of the Plan, with the amount of
cach Prepetition Notc Claimholder’s Pro Rata share equal 10 the total amount of such rights multiplicd by
a fraction, the numerator of which is equal to the amount of such Prepetition Note Claimholder's
Allowed Prepetition Note Claim, and the denominator of which is cqual to the sum of all Allowed Non-
1ender Claims, with such consideration representing a compromize and scttiement, pursuant 10 section
1123()(3) of the Bankruptcy Code and Bankruptcy Rule 9019, of the Prepetition Lender Claims,
including such Claims relating to guarantees by cortain Affiliatc Debtors of Kmart's obligations under
the Prepetition Crodit Agrecments and issues related to the substantive cansolidation of the Debtors as
contemplated by this Plan. Notwithstanding anything in this Article 5.4 to the contrary, any Prepetition
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Note (Claims held by the Debtors shall be deemed cancelled a5 of the Effective Date, and the Debtors
shall not reeeive or retain any property or interest in properly on account of such Prepetition Note Claims
under this Plan, The calculation of the Pro Rata interests of other Prepetition Note Claimholders called
for in this Article 5.4 shall be made as if the Prepetition Note Claims held hy the Debtors were not
outstanding as of the time of such calculation. In the cvent that the Class of Prepetition Notes rejects the
Pian, holders of Trust Preferred Obligations shall not receive or retain any property or interest in

property on account of such Obligations under the Plan,

55 Class 5 (Trade Vendor/Lease Rejection Clasms), Except as otherwise
provided in and subject w Article 9.8 of this Plan, commencing on the Distribution Date or first Periodie
, Disuibution Date occurring afier the later of (i) the date a Trade Vendor/Lease Rejection Claim becomes

e an Allowed Trade Vendor/Lease Rejection Claim or (ii) the date a Trade Vendot/Lease Rejection Claim
becomes payable pursuant to any agreement between the Debtors {(or the Reorganized Debtors) and the
holder of such Trade Vendor/Lease Rejectivn Claim, cach Trude Vendor/Lease Rejection Claimholder
shall receive, in full satisfaction, setttement, release, and discharge of, and in exchange for, such Allowed
Trade Vendor/Lease Rejection Claim, (1) its Pro Reta share of the Trade Vendor/1.ease Rejection
Claimholdcr Sharcs, subject to dilution, with the amount of each Trade Vendor/Lease Rejection
Claimholder’s Pro Rata share equal to the total pumber of Trade Vendot/l.case Rejection Claimholder
Shares multiplicd by 8 fraction, the numcralor of which is equal to the amount of such Trade Ven- -
dor/Lease Rejection Claimholder's Allowed Trade Vendor/Lease Rejection Claim, and the denominntor
of which is equal to all Allowed Trade Vendor/Lease Rejection Claims; and (b) its Pro Rata Share of the
Trust Recoverics, if any, other thap the rights to such Trust Recoverics 10 which holders of Subordinated
S&Mﬁwﬂmm&WngSmckmybcmﬁﬁdpmmmtmmmde
of the Plan, with the amount of each Trade Vendor/Lease Rejection Claimholder’s Pro Rata share equal
10 the total amount of such rights multiplied by a fraction, the numerator of which is equal 10 the amount
of such Trade Vendor/L.case Rejection Claimbolder’s Allowed Trade Yendor/Lease Rejection Claim, and
the denominator of which is equal to the sum of all Allowed Non-Lender Claims, with such consider-
ation representing a compromise and settlement, pursuant to section J 123(b)(3) of the Bankruptcy Code
and Bankruptcy Rule 9019, of the Prepetition Lender Claims, including such Claims relating to
guarantees by certain AfTiliaic Debtors of Kmerd's obligations under the Prepetition Credit Agreements
and issues related to the substanlive consolidation of the Debtors gs contcmplated by this Plan, The
Debtors’ failure 1o object to a Trade Vendor/Lease Rejection Claim in their Chapter 11 Cases shall be
without prejudice to the Reorganized Debtors® right to contest or otherwise defend against such Claim in

’ the Bankruptcy Court or other appropriate non-bankrupicy forum (at the option of the Debtors or the

- Reorgumized Debtors) when and if such Claim is sought to be enforced by the Trade Vendor/Lease
Rejection Claimholder. Al distributions to holders of Trade Vendor/Lease Rejection Claims shall be
made 10 the Disbursing Agent for immediate distribution to holders of Trade Vendor/Lease Rejection

Claims pursuant to the terms of this Plan.

5.6  Class 6 (Other Unsecured Clajms). Exccpt as otherwise provided in and
subject to Article 9.8 of this Plan, each Other Unsecured Claimholder holding an Allowed Other
Unsecured Claim shall receive, in full satisfaction, sertiement, release, and discharge of, and in exchange
for, such Other Unsecured Claim, (a) on the third anniversary of the Effective Date (or, if such date is not
@ Business Day, the next Business Day), its Pro Rata share of the Other Unsecured Claim Cash Payment
Amount to be paid hercunder, with the amount of cach Other Unsecured Claimholder's Pro Rata sharc
¢qual lo the 2mount of the Other Unsecured Claim Cash Payment Amount multiplied by a fraction, the
numerator of which is equal to the amount of such Other Unsecured Claimant’s Allowed Other
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Unsecured Claim, and the denominator of which is equal to the aggregate amount of all Allowed Other
Unsecured Claims, provided, however, that, in the event an Other Unsecured Claimholder makes the
Other Unsecured Claim Flection, such Other Unseaured Claimholder shall be deemed (Do be s Trade
Vendor/l.case Rejection Claimholder and shall receive, in icu of its Pro Rata share of the Other
Unsceured Claim Cash Payment Amount, the Tradc Vendor/Lease Rejection Claimholder treatment as
pravided for in this Plan, and (ii) to consent to the Other Unsecured Claim Estimation Procedure, and (b)
commencing on the first Periodic Distribution Date occurring aficr the later of (x) the date an Other
ClaimbemnuanAllow:d()t}ﬂ Unsecured Claim ot (y) the date an Other Unsecurcd Claim
becomes payable pursuant fo any sgreement between the Debtors (or the Reorganized Debtors) and the
holder of such Other Unsecured Claim, its Pro Rata sharc of the Trust Recoverics, if any, other than the
rights to such Trust RecovericswwhichholdﬂSDfSubotdinmdSccwﬂiBSClaimsand Existing
Commaon Stock may be entitled pursuant to Article 5.10 and Article 5.1] of the Plan, with the amount of
each Other Unsecured Claimbolder’s Pro Rata share equs) fo the total amount of suoh rights multiplied
by a fraction, the numeralor of which is equal to the amount of such Other Unsceured Claimholder’s
Allowed Other Unsccured Claim, and the denominiator of which is equal to the aggregate amount of all
Allowsd Non-Lender Claimg, with such consideration representing & compromise and settiement,
pursuant 1o section 1123(b)(3) of the Bankuptcy Code xnd Bankruptcy Rule 9019, of the Prepetition
Lender Claims, including such Claims relating to guarantees by certain Affiliate Debtors of Kmart’s
obligations under the Prepetition Credit Agrcements and jssuesrelated to the substantive consolidation of
the Debtors as contemplated by this Plan. Each of the Other Unsecured Claimholder's Pro Rata ghare of
the-Other Unsecured Claim Cash Payment Amount shall be an obligation of New Holding Campany and
New Operating Company. The right of a holder of an Allowed Other Unsceursd Claim to receive its Pro
Rata shere of the Other Unsecured Claim Cash 'ayment Amount shall be personal to such bolder and
shall be non-transferable except bpon death of the interest holder or by operation of law,

57  Class 7 (Geperal Unsecored Convenience Claims), Except a8 otherwise
provided in and subject to Article 9.8 of this Plan, on the first Periodic Distribution Date oceurring after
the Jater of (i) the date a General Unsccured Convenience Claim becomes an Allowed General Unse-
cured Convenience Claim or (i) the date a General Unsecured Convenience Claim becomes payable
pursuant o any agreement between the Debitors (or the Reorganized Debtors) and the holder of such
General Unsceurcd Convenicnce Claim, the holder of an Allowed General Unsecurcd Convenience
Clair shall receive, in full satisfaction, settiement, release, and discharge of, and in exchange for, such
General Unsecured Convenience Claim, Cash equal to (2) six and one-quarier percent (6.25%) of the

“amount of such Allowed Claim if the smount of such Allowed Claim is less than or equal to $30,000 or

- (b) $1,875 if the amount of such Allowed Claim is greater than $30,000 and the holder of such Claim has
made the Convenience Class Election. Any Trade Vendos/Lease Rejection Claims o Other Unsecured
Claims thal arc treated as General Unsccured Convenicnee Claims shall not otherwise be treated as Trade
Vendor/Lease Rejection Claims or Other Unsecured Claims under this Plan; provided, howeyer, that the
holder of any General Unsecured Convenience Claim that would otherwise constitute a8 Trade Ven-
dor/l.ease Rejection Claim under this Plan and that is in an amount cqual to or Jess than $30,000 may
clect 10 be treated as a Trade Vendor/Lease Rejection Claimholder and shall receive in licu of any
payment under this Article 3.7, the Trade Vendor/Lease Rejection wreatment as provided for in this Plan.

58  Class 8 (Trust Preferred Obligations). Except as otherwise provided in and
subject to Article 9.8 of this Plan, commencing on the first Periodic Distribution Date occurring after the
later of (i) the date a Trust Preferred Obligation becomes an Allowed Trust Preferred Obligation or @)
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the daice » Trust Prefcmred Obligation becomes payable pursuant (o any agreement between the Debiory
{or the Reorganized Debtors) and the holder of such Trust Preferred Obligation, each Trust Preferred
Obligation holder (2) shall be deemed o reccive, in full satisfaction, sclllementpselease, and discharge
of, and in exchange for, such Trust Preferred Obligation, those shares of New Holding Company

Obligation holders would have received pursuant to clause (b)(i) of this Article 3.8 shall be pajd directly
1o the Servicer of the Prepetition Note Claims for distriburion to holders of the Prepetition Note Claims

agreement between the Debtors (or the Reorganized Debtors) and the holder of such Claim, the holder of
an Allowed Subordinated Securities Claim shall receive, in ful] satisfaction, settiement, release, and
discharge of, and in exchange for, such Subordinated Securities Claim, its Pro Rata Share of the right to
2.5% of the Tyust Recoveries (other than Designated Trust Recoveries), if any, with the amount of each
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Subordinated § ties Claims and the aggregste pumber of shares represented by all
Allowed Inlcrests pertaining 10 Existing Common Stock ninus (z) the secoveries, if my, reccived by
such Subordinﬂtcd Securitics Claimholders from the Securitics Actions, and (if) in the cvent that any
Class of Impaircd Claims or the Class of Trust Prefared Obligstions voics 10 rjoct this Plan, holders of
subordinated Securitics Claims shatl not be entitled to, and shall not receive or retain 8y property of
nterest in property of sccount of such Claims under this Plan. P

511 Class mtﬁsﬁlg Common Stack). On the Effcative Date, the Existing
Common Stock shall be cancel Tixcept as otherwise provided in and subject 0 Article 9.8 of this
Plom, (i) in the event that 1l Classes of Impaired Claims " nd the Class of Trust Preferred Obligations
vote to accept this Plan, on the first Periodic istribution Date occurring after the Jater of (a) the date s

Intcrest periaining 10 Existing Common Stock becomes an Allowed Interest or (b) the date such Interest
becomes payable pursuant to any agreement between the Debtors (or the Reorganized Debtors) and the
holder of such Interest, the holder of such Allowed Interest shall reccive, in full satisfaction, seilement,
rclease, and discharge of, and in cxchange for, such Intercst, its Pro Rats Share of the right to 2.5% of the

Trust Recoverics (other than Designated Trust Recoveries), if anY, with the amount of each
Jnterestholder's Pro Rata share equsl to (y) the amount of such rights of all holders of Existing Common
Stock multiplied by a fraction, the numerator of which is equal to the pumber of shares represented by
such Intercst, and the denominator of which is cqual to the sum of the aggregate mumber of shares
represented by ol such ATlowed Interests and Allowed Subordinated Sceuritics Claims, minus (2) the
yecoverics, if anY, received by such Interestholders fram the Securities Actions, gnd (ii) in the cvent that
any Class of Iropaired Claims of the Class of Trust Preferred Obligations yotes to reject this Plan, holders
of Existing Commen Stock shall not be catitled to, and shall vot receive or retain any property of interest
in property under this Plan on account of their [nterests, provided, however, that, subject to the
Restructwring Transactions contempl ated by this Plan, and pursuant 1o Article 7.9 of this Plan, on the
Effective Date, all Interests in the Affliate Deblors (other than the Trust Preferred Securitics with
respeet to Kmart Financing) shall be Reinstated, and shall not be counted for purposes of calculating
Jistributions under this Artj

512 Class 12 (Other Jnterests). On the Effective Date, all Other Interests shall be
deemed cancelled and the holders of Other Interests shall not reccive or retain any property on account of
such Other Interests undcr this Plan. .

ARTICLE V1

ACCEPTANCE OR REJECTION OF THE FLAN;
EFFECT OF REJECTION BY ONE OR MORE

6.1 lm;‘nired Classes of Clalms Entitied to Vote. Except 8s otherwise pravided in
order(s) of the Bankruptcy Court pertaining t0 solicitation of votes on this Plan and Articlc 6.2 and
Atticle 6,4 of this Plan, Claimholders in each Impaired Class arc calitied 10 voic in their respeetive

chsscsasachsstoaeccploncjectthis!’hn.

62  Classes Deemed to Accept the Plan. Classes 1 and 2 are Unimpaired by this
Plan. Pursuant lo scction 1126(f) of the Bankruptcy Code, such Classes arc conclusively presumed ©

3




i 6.3 Acceptance by Impaired Classes, Classes 3,4, 5, 6, 7,and 8 are Impaired
under this Plan, Pursuant to section 1126(c) ot‘tchanh-uptcyCodc.mduccpnsmvidcd in scction
1126(e) of the Bankruptey Code, an Impaired Class of Claims has socepted the Plan if the Plan is

6.4  Classes Deemed to Reject the Plan, Holders of Clajms and Interests in Clagses
10 and 11 are not entitled 10 receive any distribution under the Plan on account of their Claims and

6.5 Confirmation Pursuant 1o Scction 1129(b) of the Bankruptcy Code. Class
10, Class 11, and Class 12 are deened to reject the Pian, Therefore, the Debtors will request confirma-
tion of the Pia, as it may be modified from time 1o time, under section | 129(b) of the Bankrupicy Code,

ARTICLE v

WMMAIMEM

7.1 Conﬁnngg Corporate E;Iﬂegg. o
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the New Operating Company Common Stock to New | lolding Company. The Trust Assets shall be
transferred to the Kmart Creditor Trust as specified in Article 11.2 of this Plan,

[
(v) Non-Debtors. There are certain Affiliates of the Debtors thet are not
Debtors in these Chapter 11 Cases, ‘The contimued existence, operation and ownership of such
non-Debtor Affiliates is a2 material component of the Debtors’ businesses, and, as set fogth in Article 12,1
of this Plan, all of the Debtors® equity interests and other propcriy interests in such non-Debtor Affiliates
shall revest in the applicable Reorganized Debtor ot its successor on the Effective Date,

7.2 I tion. ‘This Plan provides for the substantive consolida-
tion of the Estates, but only for purposes of effectuating the settlements contemplated by, and making
disiributions to holders of Claims under, this Plan, and not for voling purposes, For such limited
purposcs, on the Effective Date, (a) all guaranties of any Debtor of the payment, performunce, or
collection of another Debtor with respect to any Class of (laims or Interests shall be deemed eliminated
and cancelled; (b) any obligation of any Debtor and all guaranties with respect to any Class of (Claims or
Intcrests execuled by one or more of the other Debtors and any joint or scveral Liability of any of the
Debtors shall be treated as a single obligation, and any obligation of two or more Debtors, and al}
multipke Impaired Claims against Dettors on account of such joint obligations, shall be treated and
Allowed only as a single Claim sagainst the consolidated Debtors; and (c) each Claim filed in the Chapter
11 Cases of any Debtor shall be deemed filed sgainst the consolidated Debtors and shall be deemed &
Claim against and an obligation of the consolidated Debiors, Except as set forth in this Article, such
substantive consolidation will not (other than for purposes related to this Plan) (a) affect the legal and
corporate structures of the Deblors or Reorganized Debtors, subject 10 the right of the Debtors or
Reorganized Debiors to effect the Restructuring Transactions conteraplated by this Plan, (b) cause any
Debtor to be lishle for any Claim or Interest under this Plan for which it otherwise is not liable, and the
Liability of any Dcbtor for any such Claim or Interest will not be affected by such substantive consolida-
tion, (c) except as otherwise stated in this Plan, affect Intercompany Claims of Debtors against Debtors,
and (d) affect Interests in the Affiliate Debiors execpt as otherwise may be required in connection with
the Restructuring Trunsactions contemplated by this Plan; provided, however, that with respect to any
holder of 2 Claim in Class that rejects the Plan of such Affiliate Debtor ("Rejecting Class Affected
Claims™) (a) who has not consented to the treatment of such holder's Claims under such Class of the
Plan, as evidenced either hy an objection to the substantive consolidation provisions of the Plan or a
timely vote to reject the Plan, and (b) whose Rejecting Class Affected Claim bas 8150 been asserted
against more than one Debtor ("Affiliate Debtor Affected Claims® and, together with Rejecting Class

- Affected Claims, "Affected Claims™), such holder shall receive on sccount of, and in full satisfaction,
sgnlcmcnt, releese, and discharge of, and in exchaage for, all Affeeted Claims, an amount (whether

under the Plan on account of all such Aflecied Claims had substantive consolidation not occurred,;
Provided further, that such distribution shall be in the form of (i)New Holding Company Comman Stock
in an amount not to exceed the amount of New Holding Company Common Stock that would have been
issued to such holder if substantive consolidation had been implemented and effceted with respect to
such Affected Claims (the "Original Plan Distribution Amount®) and (ii) to the extent, if any, that the
Affected Claims would have been entitled to a distribution greater than the Original Plan Distribution
Amount absent substantive consolidation, an mmotmt of Cash equal to the amount that the Bankruptcy
Court determines such holder would have been entitled to receive under the Plan on account of afl such
Affected Claims had substantive consolidation not occurrcd, afler taking into account the distributions
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referved 0 in subparagraph (i) above. Notwithstanding lnyﬂminghaﬁnbdnmy.ﬂnebebtonmy
elect in their sole and absolute discrction, al any tin through and until the Effective Date, to substan-
tively consolidste the Estates for additional purposes, including for voting purpescs; provided, however,
that such furtber substantive consolidation does not alter the treatment of the ition Lenders, holders
of Prepetition Note Claims, or holders of Trade Vendor/Lease Rejection Claims called for hy this Plan as
filed on February 25, 2003,and;m9_\_dd_cg_ﬁ;zgm,ﬂmnothiughaein:baﬂinanthelehmwu’

7.3 i » On or prior (o the Effective Date, the Debtors
and Reorganized Debtors shall take such actions as may be necessary or appropriate 1o cffect the relevant
Restructuring Transactions, including, but not timited to, all of the wanssctions described in this Plan, -
Such actions may also include: (n) the execution and delivery of appropriate agrecments or other

dppropriate ifstruments of tranifer, assignment, assumption or delegation of any property, right, liability, -
cuty or obligation on terms consistent with the terms of this Plan; (¢) the filing of appropriate certificates

of incorporation, merger or consolidation with the Bppropriate governmental authorities under applicable

law; and (d) all other actions that such Debtors and Reorgumized Deblors determine are necessary or
appropriate, including the making of filings or recordings in connection with the relevant Restructuring
Transaclion. The form of cach Restructuring Transaction shal] be determined by the boards of directors

74 s of Incor, ont and B - The Articles of Incorporation and
et Bylaws of New Holding Company and each of the other Reorpganized Debtors shall be adopted and

years from the Effective Date and, if applicable, (ii) a provision setting forth an zppwopriate distribution
of voting power among classes of cquity securities possessing voting powes, including, in the case of any
class of equity securities having a preference over another class of equity securitics with respect to
dividends, adequate provisions for the election of directors representing such preferred class in the event
of default in the payment of such dividends. The Articles of Incorporation (or Certificate of Incorpora-
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tion o¢ other similar docuspents, a5 the case may be) and By-Laws of New Holding Company, New
mg&mwny.andﬂ:mwimdesmmhadhmwum i
Exhibit C. Any modification 1o the such asticles or certificates of incorporation as originplly filed may
be fHiled afier the Confirmation Date and may become effective on of prior to the Effective Date.
Notwithstanding amything to the cantrary in this Article 7.4, the form and content of el Articles of

Incorporation and By-Laws shall be reasonably acceptable to the Creditors’ Commiltees., , :

(s)  Officers. The existing senior officers of the Debtors in office on the
Effective Date shall memmmcmdﬁﬁammmﬁummmﬂeﬂmmmhymm
contracts as assumed by this Plan and subject to the anthority of the board of directors of the Reorga-

nized Deblors.

Directors of New Holding Company. On the Effcctive Dat, the tezm
of the current members of the board of directors of Kmart will expire. The initial board of directors of
New Holding Company, whose term will commence spon {he Effcctive Date, shall consist of ninc (9)
members. One (1) member of scnior management of the Reorganized Debtors will serve on the initial

- - poard of directors of New Holding Company. ‘Other board membets shall include(f) four (4) directors

celected by the Plan Investors, 8 Jeast onc of whom shall not bo an officer or employec of any of the
Plan Investors or a family member of any of the foregoing, (ii) two (2) directors selected by the
Unscoured Creditors’ Comumittee, and (iii) two (2) directors selected by the Financial Tnstitutions’
Comumittee, neither of which shaTl be an officer of employec of ESL Investments, Inc. or s farmity
member thereof: provided that the board of directors, collectively, including any required committee
{hereof, ehall comply with any other qualification, experience, and indcpendence requirements under
applicable law, including the Sarbanes-Oxley Act of 2002 and the rules thea in effect of the stock
exchange or quotation system (including the benefit of any transition periods available under applicable
law) on which the New Holding Company Common Stock is listed or i anticipated to be listed, when
such Stock is listed. The Persons responsible for designating board members shall designste their board
members by writicn notice filed with the Bankruptcy Court by a date that is at Jeast seven days prior t0
the Voting Deadline, provided, however, that if they fail to file and give such notice, the Debtors will
imitially designate such members by announcing their identitics at the Confirmation Hearing. Dircctors of
New liolding Company appointed in accordance with this Article shafl serve an inttial term for a period
from the Effcctive Date through the date of the second annual meeting after the Effective Date.

. Thereafter, and subject to New Holding Company's rights to amend its bylaws, directors shall serve one

expiring ut the conclusion of the next annual meeting of sharcholders. In the event, prior 1o the Effective
Date, a person designated tobe a member of New Holding Company’s board of directors dies, is
disabled, or otherwise becomes \mable to fulfill the role, the Person designating such member will
designate a replacement for such director. In the event, after the Effective Date and prior to the second
annual meeting that occurs sfier the Effective Date, of the death, disability, resignation, or removal of 8
member of the board of directors, the directors designated by the Person who designated the director
whose vacancy is sought to be filled will designalc a replacement for such director, which replacement
will be reasonably satisfactory to New Holding Company.

76 mmmmnmmm “Ihe existing directors and
officers of the Affiliate Debiors shall continue to serve in their current capacities afier the Effective Date,
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provided, however that the Debtors reserve the right to identify new officers and members of the board
of directors of each of such Affiliste Debtors at any time prior to the Confirmation Hearing, and provided
Juriber that New Holding Company reserves the right to identify new officers and-members of the boand
of directors of each such Affiliate Debtors at any time thereafter,

Incentive Compensation Programs. Tothe cxtent hat any of the Deblors have in piace as of the
Effective Dale cmployment, retirement, indemnification and other agreements with their respective

active directors, officers and employees who will continue in such capacities (or similar capacities) after
the Effective Date, or retirement income plans, welfare benefit plang and other plans for such Persons,
- such agreements, programs and plans shall remain in place afier the Effective Daie, and the Reorganized
Debtors will continue to honor such agreements, programs, and plans. Such agreements and plans may
include equity, bonus, and other incentive plans in which officers and other employces of the Reorga-
nized Debtors may be eligible 10 participate; provided, however, that pursuant to the Management
Compensation Plan, there may be reserved for certain members of management, directors, and other
employees of the Reorganized Debtors up to 10% of the sharcs of New Holding Company Common
Stack, exclusive of any shares offered as incentive compensation in any cmployment agrecment of any
officer that is to be assumed pursuant to Article VI of this Plan, and other securities and other
components of compensation to be paid to management afier the Tiffective Date; and provided further
that the Debtors’ existing defenred compensation plans shall be {erminated and the fimds held pursvant
thereto shall be distributed to the respective account holders other than any account holder who the
Trustes has identified as a potentisl defendant in any Cause of Action arising ont of the Trust Claims, in
which case the funds of such account holder shall be held in eserow by the Kmart Creditor’s Trust
pending resolution of any Trust Claims against such account holder. After the Effective Date, the
Reorganized Debtors shall cach have the authority, consisient with the applicable agrecments, 10
fcrminate, amend or enter into employment, retirement, indemnification and other agreements with their
respective active directors, officers and employees and to terminate, amend or implement retirement
income plans, welfare bencefit plans and other plans for active employees. Notwithstanding anything to
the contrary herein, following the Effective Date of the Plan, with respect to the payment of "retiree
benefits" as defined in section 1114 of the Bankruptcy Code, such payment sha)l continue at the levels
establisbed pursuant to subsections (¢)X(1)X(B) or (g) of section 1114 of the Bankruptcy Code, at any time
prior to confirmation of this Plan, for the duration of the periods the Debtors have obligated themsclves

to provide such benefits, if any.

= 7.8  Issuance of New Holding Company Stock,

(3 New Holding Company Comimon Stock. On the Effective Date, New
Holding Company will authorize up to five hundred million (500,000,000) shares of New Holding
Company Common Stock. On or before the Distribution Date, New Holding Company will be deemed
to have issued shares of New Holding Company Cormmon Stock for distribution s follows: (3) the Total
Tavestor Sharcs to the Plan Investors in accordance with the Investment Agreement and (i) the
Prepetition Noteholder Shares and the Trade Vendor/Lease Rejection Claimholder Shares to holders of
Allowed Prepetition Note Claims and Allowed Trade Vendor/Lease Rejection Claims, respectively, as
set forth in Article V of this Plan, The issuance of the New Holding Company Caramon Stock and the
distribution thereof as described above will be in compliance with applicable registration requirements or
exemp! from registration under applicable securities laws pursuant to section 1145(a) of the Banknuptcy
Code or Section 4(2) of the Securities Act.
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' ®) New Holding Company Preferved Stock. On the Effective Date, New
Holding Company will authorize twenty million (20,000,000) shares of New Holding Company
Preferred Stock for future issusnce upon terms 10 be designated from time to time by the board of
dircetors of New Holding Compeny following the Effective Date. No shares of preferred stock shall be
jssued pursuant to this Plan. The Certificates of Incorporation and By-l1aws of New Holdipg Company
shall prohibit jssuance of the New Holding Company Preferred Stock earlier than six (6) months

uemmd)eEﬁ'acﬁveDate,mdhanycaseonlyuponmprovﬂbylm mjm’ityofﬂreboudof
Jivectors of New Holding Compamy.

(©) Registration Rights Agreement. Without limiting the effect of section
1145 of the Bankruptcy Code, 85 of the Effective Date, New Holding Company will enter intoa
Registration Rights Agreement with the Plan Investors.

(@) Listingen Securities Exchange or Quotation System. New Holding -
Company will use its best efforts to list, as promptly as practicable after the Effective Date, the New
Holding Company Common Stock on a national securities exchange or for quotation on 8 national
automated interdealer quotation system but will bave no lisbility if it is unable to do so. Persons
receiving distributions of New Holding Cobpany Comimon Stock, by sccepting such distributions, will ~
have agreed to cooperate with New 1lolding Company’s reasonable requests to sssist New Holding
Company in its efforts to list the New Holding Company Common Stock on 8 national scouritics
exchange or quotation sysicm.

7.9 mwnm&bﬂm Subjezt to the Restructurmg
Transactions, Interests in the Affiliste Debtors (other than the Trust Preferred Securitics with respect to
Kmart Financing) shaill be Reinstated in exchange for New Holding Company’s agreemcat 10 causc the
distribution of New Holding Compamy Common Stock and other consideration provided for under this
Plan to holders of Allowed Claims in accordance with the terms of this Plan.

7.10 MMMMM On the Effective Date,
except 8 othcrwisc specifically provided for herein or as ctherwise required in connection with any
Cure, (a) the Existing Securities and any other note, bond, indenture, or other instrument or document
cvidencing of creating any indcbiedness or obligation of or ownership interest in thic Deblors, cxcept
such notes or other instruments evidencing indebtedness or obligations of the Detrors that are Reinstated
under this Plan, will be cancelied, and (b) the obligations of, Claims against, and/or Tnterests in the
Debtors under, relating, or pertaining to any agrecments, indentures, certilicates of designation, bylaws,
or certificate or articles of incorporation or similar documents governing the Existing Securities and any
other nolc, bond, indenture, or other instrument or document evidenoing or creating any indebtedness or
obligation of the Debtors, exoept such notes or other instruments cvidencing indebtedness of obligations
of the Debtors that are Reinstated undﬂthisPlan,asﬂncasemzybe,wiubemhasedmddischnxd;
provided, however, that any sgreement that govemns the rights of the Claimholder and that is adminis-
tered by an indenture trustee, &n ageat, or 8 sarvicer (uchhaeinnﬁerrdm'edwun"Saviw”)will
continue in ¢ffect solely for purposes of (i) allowing such Servicer to make the distributions to he made
on account of such ClaimsmduthisPlanuproddaiinAnjgjp_D{oﬁhislemd (ii) permitting such
Servicer to maintain sy rights or fiens it may have for fees, costs, and expenses inder such Indenture of
other agrecment; provided, further, that the preceding proviso will not affect the discharge of Claims
ayainst or Interests in the Debtors under the Bankruptcy Code, the Confirmation Order, or this Plan, of
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result in any cxpensc or Hability to 1he Reorganized Deblors, The Reorganized Debtors will not have
any obligations to any Servicer (or to any Disbursing Agent replacing such Servicer) for any focs, costs,
OF Expenses excepl as expressly provided in Article 9.5 hereof; provided, however, that nothing herein
will prechude any Servicer (or sty Disbursing Agent replacing such Servicer) from being paid or
reimbursed for prepetition or postpetition fecs, cosis, ind cxpenses from the distributions being made by
such Servicer (or any Disbursing Agent replacing such Servicer) pursuant to such agreement in
amﬂummmthcmviﬁommhnhmuﬁn;anwimom:ppliaﬁmwwmvﬂbyﬂw Bankruptcy
Court,

7.11 an Iny tion. Pursuant to the terms and conditions of the

- Investment Agreement, the Plan Investors shall pay to the Debtors Cash in an amount equal to (i) Cash
that the Plan Investors are entitled to receive under the Plan on account of their Prepetition Lender
Claims &s contemplatcd by, and subject to the terms and conditions of, the Investment Agreement plus
(i) no less than $140 million (to be utilized exclusively by the Reorganized Debtors 1o rnake distriby-
tions to Allowed Prepetition Lender Claimholders pursuant to Adicle 5.3 of the Plan), in exchange for
which the Plan Investors shall receive the Tota] Investor Shares and, in certain circumstances, a
converlible note as provided in the Investment Agrecment. The rights of ESL Investments, Ine. to
transfer its holdings of New Holding Company Common Stock shall be restricted pursuant to the terms

) and conditions of the Investment Agreement. - et - -

7.12 ost- ¥ Fi inp. OnﬂmeEf":bctiveDate.theRmrzanizul
ch&orsslmucntu'hmtthxjtFmancinancﬂityinordwtoobhin!hcﬁmdsmylomplyh
DIP Facility Claims, make other payments required to be made on the Effective Date, and condoct their
post-reorganization operations, The Reorganized Debiors may enier into all documents necessary and
appropriate in cormection with the Exit Financing Facility. The commitment letter with respect to such
Facility, and principal documents with respect thereto, shall be filed by the Debtors with the
Court no later than the Exhibit Filing Date and will be decmed attached hereto as Fxhibit D-] and
Exhibit D-2. In the Conlirmation Order, the Bankrupicy Court shall approve the terms of the Exit
Financing Facility in substantially the form filed with the Banlauptcy Court (and with such changes as to
which the applicable Debtors and respective agents and Jenders parties thereto may agree) and authorize
the applicable Reorganized Debtors to execute the same together with such other documents as the
applicable Reorganized Debtors and the epplicable lenders may reasonably require in order to cffectuate
the treatment afforded to such parties under the Bxit Financing Facility,

~ 7.13 d dory’ Li On the Effective Date, the Reorganized
Debtors shall grant to certain vendors who provide retail merchandise to the Reorganized Debtors on
credit after the Effective Date, or who have provided merchandise to the Debtors after the Petition Date
and before the Effective Date on credit which is not paid for as of the Effective Date, a Trade Vendors®
Lien pursuant to the terms attached hereto as Exhibit J-2 (such terms are generally described in Exthibit J-
D). Each person or entity issuing sceurilies under the Plan, any entity acquiring property under the Plan,
and any creditor and/or equity security holder of the Debtors of Reorganized Debtors, shall be deemed to
contractually subordinate any present or future claim, right, or other interest it may have in and to any
Procecds reccived from the disposition, release, or liquidation of any of the Debtoss' leased stores that are
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the Trade Vendors' Lien; provided, however, thal in no case shall the Jenders under the Exit Financing
Facility be deemed subordinated in this regard; and provided, further, that so long as the Trade Vendors'
Licn has not been terminated or has not expired, (i) neither the Debtors nor the Reorganized Debtors may
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