UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF MINNESOTA

MAUREEN COLLIER, Derivatively on
Behalf of TARGET CORPORATION,
Case No.
Plaintiff,
VERIFIED SHAREHOLDER
V. DERIVATIVE COMPLAINT

GREGG W. STEINHAFEL, JOHN J.
MULLIGAN, BETH M. JACOB, JAMES A.
JOHNSON, SOLOMON D. TRUJILLO,
ANNE M. MULCAHY, ROXANNE S.
AUSTIN, CALVIN DARDEN, MARY E. JURY TRIAL DEMANDED
MINNICK, DERICA W. RICE, JOHN G.
STUMPF, DOUGLAS M. BAKER, JR.,
HENRIQUE DE CASTRO, and KENNETH L.
SALAZAR,

Defendants,
-and-
TARGET CORPORATION,

Nominal Defendant.

Plaintiff Maureen Collier (“Plaintiff”), by and tlmugh her attorneys, derivatively on
behalf of nominal defendant Target Corporation (ged” or the “Company”), submits this
Verified Shareholder Derivative Complaint againise tdirectors and officers named herein
(collectively, the “Individual Defendants”). Plaif's allegations are based upon personal
knowledge as to herself and her own acts, and ugommation and belief developed from the
investigation and analysis of her counsel, whictiudes, among other things, the review of

public filings by Target with the U.S. SecuritiesdaExchange Commission (“SEC”), as well as,



press releases, news reports, analyst reports,lamtggpending against the Company, and other

information available in the public domain.

SUMMARY OF THE ACTION

1. This is a verified shareholder derivative action Rigintiff on behalf of Target
against certain of its officers and members ofBtard of Directors (the “Board”), who are
disabled from responding to a litigation demandamy Target shareholder because of their
insider connections, tenure on the board, and waroént in the alleged wrongdoing for which
they face a substantial likelihood of liability.

2. The Individual Defendants’ (as defined below) wrinhgonduct extends at least
from January 1, 2013 to the present (the “Releframiod”). On behalf of Target, Plaintiff seeks
monetary damages and injunctive relief by way ghsicant corporate and managerial reforms
to prevent future harm to the Company by disloyadaors and officers.

3. Target trails Walmart as the second largest gemamthandise retailer in the
United States. Target allows customers to paygtmyds using a variety of methods. A key
method of payment in the digital age is via creditlebit card. Credit and debit card purchases
are common in Target stores and are the primarhaodedf payment on Target's website for
online purchases. Additionally, Target derivesubstantial portion of its business through its
own proprietary Target credit cards. To complegse transactions, Target routinely collects its
customers’ personal and financial information. dddition to the information needed to
complete a financial transaction, Target also ctdleast amounts of other personal information
about its customers, even tracking their purchasery to preemptively market potential future

purchases. Customers are generally unaware that afiahis information is collected and



retained. For the information that customers diéingly submit to complete a purchase, Target
assures its customers that it will protect its gs@sand private nature.

4, This action arises out of the Individual Defendanesponsibility for, release of
false and misleading statements concerning, antuhgling of the aftermath of theorst data
breach in retail history.® The Individual Defendants caused Target to vioi& express and
implied promises to customers by failing to takas@nable steps to maintain its customers’
personal and financial information in a secure neann

5. When the Individual Defendants first revealed threalh, they significantly
downplayed its true significance. The initial respe from Target was that the breach only
concerned data taken from the forty million custsmgho made credit and debit card purchases
in physical Target stores nationwide between Nowemiy and December 15, 2013. The
Individual Defendants also withheld from the pulihe news of the breach until after the 2013
Holiday Shopping Season in order to preserve dajeses during the most popular shopping
period of the fiscal year. The fact that the Indinal Defendants withheld the truth about the
breach, put millions more customers at risk and tmedeffect of significantly increasing the
damage to Target's goodwill and brand trust.

6. Almost a month after the breach, Target revealedwhole story. Namely, as a
result of the Individual Defendants’ failure to ehappropriate security measures, identity
thieves were able to steal sensitive personal @aadial data from as many as one hundred ten
million customers who had shopped at Target overddbt decade. The Individual Defendants’
lack of controls effectively turned the vast majpif Target customers into victims of identity

theft.

! “Worst breach in history’ puts data-security prggson retail industry, CNBC,
http://www.cnbc.com/id/101328596



7. Identity theft occurs when a thief wrongfully obtai a victim’'s personal
information, without the victim's knowledge, to camt theft or fraud. For many of these
victims, identity thieves have already used thisspeal information to commit fraud and other
crimes. The remaining victims are forced to comgyavait and monitor financial and personal
records to protect themselves from the threat entitly theft and fraudulent charges being made
to their credit and debit card accounts that Tafgjetd to keep safe.

8. In addition to being theworst breach in history, the Individual Defendants
aggravated the damage to customers by failing twige prompt and adequate notice to
customers and by releasing numerous statementd dimereate a false sense of security to
affected customers. Initially, the Individual Deéants allowed Target to delay admitting the
breach to the public until December 19, 2013, sdweeeks after the breach began and four
whole days after it had been contained. Worsegétadisclosed the data breach only after its
hand was forced by third-party reports breaking rtbevs. Still, after these mistakes, Target
concealed the full breadth and depth of the dagadbr. In particular, Target initially reported on
December 19, 2013 that the data breach affectéy fmilion people and assured those affected
by the data breach that “the issue has been igEht#nd resolved,” and that there was “no
indication that there has been any impact to Plshbmers.” Target further reassured worried
customers that “someone cannot visit an ATM witinaadulent debit card and withdraw cash.”
In fact, Target tried to preserve holiday salesifég and store traffic despite the negative news
by offering all customers a 10% discount during Weekend of December 21 and 22, 2013,
immediately following the initial disclosure of theeach.

9. Despite these statements to the contrary, just dfigs Target’s initial disclosure

of the data breach, news outlets began reportiagehcrypted PIN (or personal identification



number) data had been stolen during the breachthatdhose codes could be used by identity
thieves to make fraudulent withdrawals from bankoamts. In response to these allegations,
Target continued for several days to deny that ahyts customers’ PIN data had been

compromised.

10. On December 27, 2013, Target finally admitted ttiaétomers’ PIN data had
been compromised in the breach. Following theepatof initially withholding the full truth
until forced to tell all by independent news sostcen January 10, 2014, Target released a
statement indicating that the breach had actudfgcted seventy million additional customers
who had shopped at Target over the past ten yratgust the short period during the 2013
holiday shopping season.

11. Even after Target came clean about the true naidescope of the breach, its
customers have not been able to rest easy. Tonquadtomer fears about identity theft, Target
began offering free credit monitoring services fte@ed customers in the aftermath of the
breach. Because Target thought this capitulati@uldv be a good press public relations
opportunity, they widely disclosed the credit seed. Shortly thereafter, another round of
identity thieves capitalized on this new opportund exploit Target's customers. In addition to
the official emails sent to Target customers, idolg the proper links to sign up for free credit
monitoring, a wider swath of sham emails sent bgditrpredators was sent out to Target
customers and many people who had never even sth@pdearget. These emails bore uncanny
resemblances to the official emails but had thernse purpose. The sham emails instructed the
recipients to pass along their credit informationtisat it could be “monitored,” when it fact it
was just being directly stolen. This secondaryabhehas further eroded Target's goodwill and

customer confidence.



12.  The Individual Defendants’ failures to implementyanternal controls at Target
designed to detect and prevent such a data braadhthen to timely report it, have severely
damaged the Company. The Company’s data breachrisntly under investigation by the
United States Secret Service (“Secret Service”) taedDepartment of Justice (“DOJ”). The
breach is also the subject of hearings in the dn8tates Senate. Defendant John J. Mulligan
(“Mulligan”), the Company’s Executive Vice Presideand Chief Financial Officer (“CFQO”) is
scheduled to appear before the Senate Judiciaryntitee on February 4, 2014 to answer
guestions about the worst data breach in histdtypally, there are currently at least nineteen
class action lawsuits filed against Target on HebBhffected customers. These class action
lawsuits pose the risk of hundreds of millions oflars in damages to the Company. Plaintiff
therefore seeks damages and other relief on behtlé Company.

JURISDICTION AND VENUE

13.  This Court has diversity jurisdiction over thisiaot pursuant to 28 U.S.C. §1332.
All defendants are completely diverse from the Ritiiand the amount in controversy exceeds
$75,000.00.

14.  This Court has personal jurisdiction over eachhs tefendants because each
defendant is either a corporation conducting bsirsad maintaining operations in this District,
or is an individual who is either present in thisstidct for jurisdictional purposes or has
sufficient minimum contacts with this District se # render the exercise of jurisdiction by this
Court permissible under traditional notions of falsy and substantial justice.

15.  Venue is proper in this District pursuant to 28 \&.S81391 because (i) one or
more of the defendants either resides or maintaiecutives offices in the District; (i) a

substantial portion of the transactions and wrar@aplained of herein occurred in the District;



and (iii) defendants have received substantial @msation and other transfers of money in the
District by doing business and engaging in aceeithaving an effect in the District.

PARTIES
Plaintiff

16. Plaintiff is presently a shareholder of Target.aiftff has been a shareholder
continuously at all times relevant to the claimsested herein and will remain a shareholder
through the conclusion of this litigation. Plafhis a citizen of Florida.

Nominal Defendant

17. Nominal Defendant Target is a Minnesota corporatioth principal executive
offices located at 1000 Nicollet Mall, MinneapolMjnnesota 55440. Target is publicly traded
on the New York Store Exchange under the tickersmGT.

Individual Defendants

18. Defendant Gregg W. Steinhafel (“Steinhafel”’) hasved as Target's Chief
Executive Officer (“CEQ”) since May 2008; Presidesihce August 1999; Chairman of the
Board since February 2009; and director since 20Dé&fendant Steinhafel has been employed
by Target since 1979. Defendant Steinhafel igiaeri of Minnesota.

19. Defendant Mulligan has served as Target’'s Execudise President and CFO
since April 1, 2012. Defendant Mulligan has serVadget in key leadership positions in finance
and human resources for over sixteen years. DafdgrMulligan is a citizen of Minnesota.

20. Defendant Beth M. Jacob (“Jacob”) has served agérar Chief Information
Officer since July 2008 and Executive Vice Presiderarget Technology Services since
January 2010. Defendant Jacob also served asrSéime President - Target Technology
Services from July 2008 to January 2010 and VicesiBent - Guest Operations, Target

Financial Services from August 2006 to July 200&fendant Jacob is a citizen of Minnesota.
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21. Defendant James A. Johnson (“Johnson”) has servwedTarget's Lead
Independent Director since April 2012 and as daestnce 1996. Defendant Johnson has also
served as a member of Target's Corporate Respttsiliommittee since April 2012.
Defendant Johnson is a citizen of Washington, D.C.

22. Defendant Solomon D. Trujillo (“Trujillo”) has sesd as a Target director since
1994. Defendant Trujillo has also served as Chairraof Target's Corporate Responsibility
Committee since April 2012. Defendant Trujillcai€itizen of California.

23. Defendant Anne M. Mulcahy (“Mulcahy”) has servedaa3arget director since
1997. Defendant Mulcahy has also served as a nreafibearget’'s Audit Committee since at
least January 2014. Defendant Mulcahy is a cittde@onnecticut.

24. Defendant Roxanne S. Austin (“Austin”) has servedaaTarget director since
2002. Defendant Austin has also served as Chaiohdmrget’'s Audit Committee since April
2012. Defendant Austin is a citizen of California.

25. Defendant Calvin Darden (“Darden”) has served dsget director since 2003.
Defendant Darden has also served as a member géflaCorporate Responsibility Committee
since at least January 2014. Defendant Dardegitzan of Georgia.

26. Defendant Mary E. Minnick (“Minnick”) has served asTarget director since
2005. Defendant Minnick has also served as a membdarget’s Audit and Corporate
Responsibility Committees since April 2012. DefendMinnick is a citizen of the United
Kingdom.

27. Defendant Derica W. Rice (“Rice”) has served asagg@&t director since 2007.
Defendant Rice has also served as a member of flaiyadit Committee since April 2012.

Defendant Rice is a citizen of Indiana.



28. Defendant John G. Stumpf (“Stumpf”) has served &arget director since 2010.
Defendant Stumpf also served as a member of Tardetdit Committee from at least April
2012 until March 2013. Defendant Stumpf is a eninf California.

29. Defendant Douglas M. Baker, Jr. (“Baker”) has sdras a Target director since
March 2013. Defendant Baker also served as a nreofo€arget’s Audit Committee from
March 2013 to April 2013. Defendant Baker is &eih of Minnesota.

30. Defendant Henrique De Castro (“De Castro”) hasestas a Target director since
March 2013. Defendant De Castro has also servea asember of Target’s Corporate
Responsibility Committee since March 2013. Defenidize Castro is a citizen of California.

31. Defendant Kenneth L. Salazar (“Salazar”) has seag@ Target director since
July 2013. Defendant Salazar has also servedranaber of Target's Corporate Responsibility
Committee since November 2013. Defendant Salazacitizen of Colorado.

32. The defendants referenced above in {118-31 arectiokly referred to herein as
the “Individual Defendants.” The defendants refieed in 1118-20 above are referred to herein
as the “Officer Defendants.” The defendants refeed in 118 and 21-31 above are referred to
herein as the “Director Defendants.”

FIDUCIARY DUTIES OF THE INDIVIDUAL DEFENDANTS

33. The Individual Defendants have stringent fiduciabfigations to Target and its
shareholders.

34. By reason of their positions as officers, directarsd/or fiduciaries of Target and
because of their ability to control the businesd aarporate affairs of Target, the Individual
Defendants owed Target and its shareholders fidgahligations of trust, loyalty, good faith,
and due care, and were and are required to ugeutingpst ability to control and manage Target

in a fair, just, honest, and equitable manner. hidévzidual Defendants were and are required to
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act in furtherance of the best interests of Taayet not in furtherance of their personal interest
or benefit.

35. Each director and officer of the Company owes tog&hand its shareholders the
fiduciary duty to exercise good faith, loyalty, agitigence in the administration of the affairs of
the Company and in the use and preservation opridperty and assets, and the highest
obligations of fair dealing. In addition, as o#irs and/or directors of a publicly held company,
the Individual Defendants have a duty to promptisedminate accurate and truthful information
with regard to the Company’s true forecasts andhiess prospects.

36. The Individual Defendants, because of their pas#iof control and authority as
directors and/or officers of Target, were able dod did, directly and/or indirectly, exercise
control over the wrongful acts complained of her@ia well as the contents of the statements
made publicly available and other actions takethenaftermath of the data breach. Because of
their advisory, executive, managerial, and direatopositions with Target, each of the
Individual Defendants had access to adverse, nbhiepunformation about the financial
condition, operations, and improper practices apdasentations of Target.

37. At all times relevant hereto, each of the IndividDafendants was the agent of
each of the other Individual Defendants and of &grgnd was at all times acting within the
course and scope of such agency.

38. To discharge their duties, the officers and directof Target were required to
exercise reasonable and prudent supervision owernthnagement, policies, practices, and
controls of the financial affairs of the Companyy virtue of such duties, the officers and
directors of Target were required to, among othiergs:

(@) refrain from acting upon material inside corporet®rmation to benefit
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themselves;

(b)  ensure that the Company complied with its legaligaltlons and
requirements, including acting only within the seogf its legal authority and disseminating
truthful and accurate statements;

(c) conduct the affairs of the Company in an efficidntsinesslike manner so
as to make it possible to provide the highest gualerformance of its business, to be in
compliance with all applicable laws and rules, woid wasting the Company’s assets, and to
maximize the value of the Company’s stock;

(d)  devise and maintain a system of internal controficsent to ensure that
the Company’s customers’ personal and financia@rmébtion is protected;

(e) ensure that the Company timely and accurately méal customers
regarding any breach of their personal and finamafarmation;

)] ensure that the Company was operated in a diligemtest and prudent
manner in compliance with all applicable laws, sudéd regulations; and

(9) remain informed as to how Target conducted its apmrs, and, upon
receipt of notice or information of imprudent or semnd conditions or practices, make
reasonable inquiry in connection therewith, ane tsileps to correct such conditions or practices.

39. Each Individual Defendant, by virtue of his or lparsitions as a director and/or
officer, owed to the Company and to its sharehasltlee fiduciary duties of loyalty, good faith,
and the exercise of due care and diligence in theagement and administration of the affairs of
the Company, as well as in the use and preservafids property and assets. The conduct of
the Individual Defendants complained of herein imes a knowing and culpable violation of

their obligations as directors and/or officers @frdet, the absence of good faith on their part,

11



and a reckless disregard for their duties to then@amny and its shareholders that the Individual
Defendants were aware or should have been awared pasrisk of serious injury to the
Company. The conduct of the Individual Defendamt® were also officers and/or directors of
the Company during the Relevant Period has beefiedatby the remaining Individual
Defendants who collectively comprised all of Talg&oard during the Relevant Period.

40. The Individual Defendants breached their dutiedoghlty and good faith by
allowing the other Individual Defendants to causepy themselves causing, the Company to
release false and misleading statements as detadliein, by failing to properly oversee the
Company’s business and operations, and by failingrévent the Individual Defendants from
taking such illegal actions.

41. As members of the Board of the Company, the dirsctmamed herein as the
Individual Defendants were themselves directly oesjble for authorizing or permitting the
authorization of, or failing to monitor, the praets which resulted in the worst data breach in
American retail history and the dissemination dédaand misleading statements regarding the
scope of that breach as alleged herein. Eacheotritlividual Defendants had knowledge of,
actively participated in, and approved of the wmabmiggs alleged or abdicated his
responsibilities with respect to these wrongdoin@ke alleged acts of wrongdoing subjected the
Company to unreasonable risk of loss, and havédteglsin large losses to the Company.

42. By reason of their positions of control and auttyoais officers and/or directors of
Target, the Individual Defendants were able to didddirectly or indirectly, cause the Company
to engage in and/or permit the conduct complairfedecein. The Individual Defendants also

failed to prevent the other Individual Defendamntef taking such illegal actions. As a result,
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and in addition to the damage the Company hasireaurred, Target has expended, and will
continue to expend, significant sums of money.

43. Moreover, Target maintains a Business Conduct G(hdeeafter the “Guide”),
which applies to “all Target board members ande@ant members at every level and every
location of Target and its operating divisions aundbsidiaries.” The purpose of the Guide is to
“to give [Target board members and employees] stmoés to make decisions that reflect
Target’s commitment to exemplary corporate ethias iategrity.” The Guide states in relevant
part:

OUR COMMITMENT TO COMPLIANCE

Target has many teams dedicated to ensuring oundsss complies with all
applicable laws and regulations. Complying with thguirements that govern our
activities is vital to advancing our reputation. tBhe responsibility to drive
compliance doesn’t just belong to specific teamthiwithe companyit belongs
to you! In fact, every team member, in every part of thgaaization, plays a role
in compliance: from the business partner at heatlepgamaking sure that our
prices are accurate, to the warehousing team meatbire distribution center
staying current on the training requirements far jbb, the pharmacy technician
protecting guests’ medical information, or the Efdmoving expired products
from our shelves. All of these team members helpgdtacomply with its
regulatory obligations.

Best practices, policies, and procedures are sdntgedools designed to enable
Target to achieve its commitment to compliance. Yane responsible for

understanding these tools and knowing how and whbeunse them. If you're

unsure about what's expected of you, talk with yswpervisor to learn what to
do. We take compliance very seriously and no oneulsh dismiss the

responsibility to meet these requirements. Thiglgus about the integrity and
high ethical standards that are part of Targetlsucer the cornerstone of these
attributes is our team members’ dedication to amdesship of compliance.

*kk

6 Protecting Target’s Assets

USE AS DIRECTED

Target's assets—no matter whether theyre merclsandvendor samples,
corporate credit cards, cash or information—arended to be used for the
benefit of the company. Target has accounting,rteqgpand internal controls and

13



teams in place to detect theft, fraud or misuseoofipany assets. When theft does
occur, we investigate and resolve each inciderdkdpi

It's a pretty good bet that you already know yoalerin protecting Target's
assets. If you don't, read the company’s policiegou see somebody stealing, or
if you become aware of misuse of company asats, your supervisor, Assets
Protection or the Employee Relations and IntegrityHotline.

7 Record Retention

TO KEEP OR NOT TO KEEP?

Many of us collect a lot of information in the cearof doing our jobs—e-mails,
memos, spreadsheets, contracts, proposals, pphgd..the list goes on and the
documents stack up. If you don’t know how long yeusupposed to keep that
information, you risk keeping it too long or getind of it too soon. Cleaning out
your files might result in discarding informatiohat we need to keep, while
keeping documents too long can result in confusiath an overstuffed electronic
archive.

We have an obligation to ensure that our recordkept for the required amount
of time. Talk to your supervisor to be sure that you understand the legal
requirements and company expectations for keepaegrdents for which you're
responsible, and the right way to dispose of docusee’re no longer required
to keep. You can alsmontact Records Managementor a copy of our corporate
records retention schedule.

*k%k

9 Advertising

SAY IT PLAIN

Guests are loyal to Target because they trust ubritg them high-quality
merchandise at a good value, and to be a partrimriliding healthy communities.
We've built that trust over decades, but we canafgemt in an instant if we tell
our guests something that turns out not to be true.

That's why our goal is clarity and accuracy in gvadvertisement we run. The
claims made have to be true and supported; priaes to be accurate; we strive
to have advertised merchandise available for guedisy; and if the merchandise
doesn't live up to guest expectations, we needbtdeaby our return policy. It's
all about maintaining Target’s brand and reputation

*k%k

12 Credit and Financial Services

THE RULES ARE THE RULES

We offer credit to our guests through the TargetlSA® card, the REDcard®
(both issued by Target National Bank), and the @aBysiness Card® (issued by
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Target Bank). Other Target financial products ideluhe Target GiftCard®, the
Target Debit CardTM and the Target® Visa® Gift Card

The state and federal laws and regulations thatyagp consumer financial
products and services run to thousands of pagesy gbvern everything from
how we advertise our financial products and howdiglose product terms to
how we manage cardholders’ accounts and collepstrdue balances. There are
even laws restricting how Target GiftCards can spldyed in our stores. If
you’re involved in creating, marketing or managary of our financial products,
you're responsible for following the designated qadures to meet our
compliance obligations.

*k%k

20 Financial Integrity and Reporting

FOR THE RECORD

Target keeps records that reflect our financialest&nts and transactions with
complete accuracy, and is committed to providinly fair, accurate, timely and
understandable disclosure in its external commuoics. The U.S. Securities and
Exchange Commission and other governing bodies Isavet rules about the
accuracy of our financial statements and disclassare about the strength of our
internal controls over financial reporting. The detr Assurance team checks our
internal controls periodically, and an outside &udalso checks the accuracy of
our financial statements and disclosures. If anyewer asks you to falsify a
financial record,tell your supervisor, call the Employee Relations rad
Integrity Hotline or e-mail Integrity@Target.com ri ght away—and remember
that Target prohibits retaliation against any teaember who makes a report in
good faith.

44. In addition to these sections of the Guide thatudles basic duties tangential to
protecting customer personal and financial inforamgtthe Guide also contains a section that
directly applies to the Individual Defendants’ @stiwith regard to the personal and financial
information of customers. That section of the @uigads as follows:

18 Information Protection and Privacy

PAUSE, PROTECT, PROCEED

When guests share their personal information wigh—like their names and
addresses, credit card numbers and Social Secuntpers—they expect Target
to keep that information safe. If we break thatstruve’ll damage Target’s
reputation and our relationship with guests. If some asks you to share
information, verify that they are who they say tlag and that they're authorized
to have the information they want.

15



No matter which area of Target you work in, you daeccess to information that
could impact the reputation or financial well-beioigTarget, our guests and our
team members if it falls into the wrong hands. Videetyou work with protected
health information, team-member information or bess information such as
price points, merchandise allocation, non-pubh@ficial information or company
initiatives, you're entrusted to ensure that ondpple with a business need have
access to the information you create, share amd.sto

All Target team members are expected to know arnidwoour Information
Protection Policy. The policy outlines how inforneat is classified at Target and
how you should protect the information you workhwihroughout its life cycle.
Target is subject to laws that require us to ptatectain types of information and
specify how that information should be protected.

When you’re working with any kind of informationoy should:

Pause to understand its classificationlTarget classifies information according to
its level of sensitivity.

» Secure Handling Required (SHR)equires the highest levels of protection

* Confidential requires a high level of protection

* Internal can be shared with Target team members, contgatwt authorized
business partners

* Public can only be classified as such by only team mesbethorized to
approve the release of information outside of Targe

Protect information as required.

» Store data in a location accessible only to theke have a business need to
know.

» Share data only with team members or vendors ndeal the information to do
their jobs.

» Before sharing data with a vendor, ensure thatvietndor has completed any
necessary risk assessments and signed a confidgraigaeement with Target.

» Send data via secure methods according to issiieation.

» Consult retention guides and schedules to know lamg data needs to be
stored and when it should be destroyed.

* Ensure that information is disposed of properlyd aaccording to its
classification.

Proceedwisely according to the classification of the mf@tion you are using
and the protection it requires.

Ask yourself: Is it okay for me to collect or shahes information? Can
the other team members or vendors I’'m working ititheir jobs without
this information?

Want more detailRead the Target Information Protection Policy or email
Integrity@Target.com
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Getting personal? Get the fine print rigithen the Target Marketing team came
up with the idea for a new campaign that would g&sts to register online and
provide some personal information, they wanted d¢assure guests—so they
included language that said Target would use théected information only for
that specific campaign. But when Marketing checkéth the Target Law
department about how the language should read, ttegided that definitive
statements like the one Marketing proposed couldflico with Target's legal
obligations, published privacy policies, or intefnaolicies and practices.
Target's Law team helped Marketing rewrite the laage to make sure it was
accurate and consistent with our policies.

The ways in which Target collects, uses and shguests’ and team members’
personal information all fall under the umbrella‘déta privacy.” Not only do we

comply with applicable laws and regulations abooivhwe handle guests’

financial information and guests’ and team membRkeslth information, we’'ve

also created privacy policies that cover speciffges of information (e.g., bank
data and medical records) as well as a comprehepsivacy policy that covers
collection, use and sharing of guest informatioom® of our policies give guests
and team members options for how their informatidhbe used or shared.

If your job involves guests’ or team members’ peedoinformation, it's
important for you tadoe aware of these policies and know how they apptp
your work. And it's equally important to consider these piekcif we want to
share guest or team-member information not jush whird parties outside of
Target, but also when we share information betwksnget affiliates like Target
Stores and Target National Bank.

Ask yourself: Is there a privacy policy that applie the information that |
want to use or share?

Want more detailE-mail Integrity@ Target.com.

45.  Similarly, the members of the Audit Committee—Defants Austin, Minnick,

Mulcahy, and Rice—are governed by the rules sethfan the Audit Committee Position

Description (hereafter the “Audit Committee ChaiteiThe Audit Committee Charter states that

one function of the Audit Committee is “[tjo assthie Board of Directors in monitoring the

integrity of the Corporation’s financial statementhie independence, qualifications and

performance of the Corporation’s independent audifte performance of the Corporation’s
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internal audit function, the Corporation’s compbtarwith legal and regulatory requirements and
to approve the Committee’s report for inclusionha Corporation’s Proxy Statement.”

46. To that end, the Audit Committee’s primary respbilisies and duties include,
among other things, to:

RESPONSIBILITIES:

A. Accounting and Reporting

1. Review of Press Releases and Other Informatio®iscuss the Corporation’s
earnings press releases (including the use of fprma” or “adjusted” non-
GAAP information), as well as financial informaticend earnings guidance
provided to analysts and ratings agencies (disocnssiay be done generally and
need not occur prior to each release).

*kk

4. Internal Controls - General Receive information from management about
any significant deficiencies or material weaknegaethe design or operation of
internal controls that could adversely affect therg@ration’s ability to record,
process, summarize and report financial data and feaud, whether or not
material, that involves management or other em@sy®ho have a significant
role in the Corporation’s internal controls. Then@Guittee shall also review the
independent auditor’s letter reporting the statbisnternal controls and other
matters the independent auditor considers apptepaad obtain and review
management’s response and corrective action plan.

*k%k

6. General Oversight Discuss with management and the independent audito
significant financial reporting issues and judgnsemiade in connection with the
preparation of the Corporation’s financial statetagimcluding any significant
changes in the Corporation’s selection or applicatf accounting principles and
any critical accounting estimates made in the @wfspreparing the financial
statements.

*k%

D. Compliance Oversight

1. General Oversee the Corporation’s ethics and complianogrpms, including
its Business Conduct Guide, and receive periogionts on such programs from
appropriate members of management.

2. lInvestigations Conduct any investigation that the Committee deems
appropriate, with full access to all of the Corpgimnas records, facilities,
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personnel and outside advisors, and retain outstdmsel, auditors and other
consultants to advise the Committee for that pugpmsothers. The Corporation
shall provide appropriate funding, as determinedhgyCommittee, for payment
of any resource engaged for this purpose and fatlar administrative expenses
necessary for the Committee to carry out its duties

3. Accounting and Auditing Complaints Establish procedures for the receipt,

retention and treatment of complaints received by Corporation regarding
accounting, internal accounting controls or auddtters, and the confidential,
anonymous submission by employees of concerns diegarquestionable
accounting or auditing matters.

4. Legal Matters. Review periodic reports of the General Counselitogation
and other legal matters that may have a materiglaoth on the financial
statements or the Corporation’s internal controls.

47. In derogation of these duties, Defendants Austimni¢k, Mulcahy, and Rice,
the members of the Audit Committee, failed to adeegly monitor the Company’s press releases
and compliance with data protection laws and rearia.

FACTUAL ALLEGATIONS

Background

48.  As the nation’s second largest general merchamdiader, Target operates 1,797
stores in the United States. The Company alsoredquhinto Canada in March 2013, where it
operates 124 stores. The Company operates thitbueg reportable segments: the U.S. Retail
segment, the U.S. Credit Card segment, and thedizangegment. The U.S. Retail segment
includes all of the Company’s physical stores, maliand catalog stores in the United States; the
Credit Card segment operates Target's branded iptapr credit cards; and the Canadian
segment operates the Company’s March 2013 forayGanadian market.

49.  Historically, Target has used its power as the nremtivo retailer in the United
States to lobby against new technologies that wenlthnce the security of credit and debit card
transactions. Many stores in Europe and Canadachigebased credit cards that are much
harder to replicate than normal credit cards. 084 Target moved against the new cards out of
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fear that they would slow checkout speeds. Adwexcatad hoped that Target would adopt the
program prior to 2004, which would have likely edwidespread adoption in the U.S. Because
Target opted against the enhanced security progitamlJ.S. is now purposefully targeted for

criminal cyber-attacks because of its position as of the last remaining developed counties
that does not take advantage of the more securadkygy.

50. Target maintains a “Privacy Policy,” which explaith&t the Company routinely
collects personal information from its customerduding a customer’'s name, mailing address,
e-mail address, phone number, driver's license mumbnd credit/debit card number. In
addition, when customers use their debit cards d&ema purchase at Target, just as when they
make a purchase using a debit card anywhere, tigesequired to enter the PIN associated with
their bank account. In the “Privacy Policy,” Targeomises its customers that it will, among
other things:

...maintain administrative, technical and physicalegaards to protect your

personal information. When we collect or transseibsitive information such as

a credit or debit card number, we use industrydstech methods to protect that
information.

51. Blatantly breaking its promise and violating itstida to protect its customers’
sensitive personal and financial information, thdividual Defendants caused Target to allow
the sensitive and private information of over onegndred ten million customers to be
compromised. Target's widespread failure to protés customers’ critical personal and
financial information exposed victims to identibeft and has significantly damaged Target.

52.  Armed with a customer’s personal and financial infation, identity thieves can
easily encode the victim’s account information oatblank card with a magnetic strip creating a

counterfeit card that can be used to make fraudyerchases. With the addition of a victim’s
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PIN, a thief can use the counterfeit card to wiélwdmoney directly from that person’s bank
account at any ATM machine (or automated tellerhmag) in the world.

53. Identity thieves can further exploit their victilg using personal information in
a vast varieties of ways, including to open newdityebank, and utility accounts, get cash
advances, make large purchases, receive mediafingat on the victim’s health insurance, and
obtain to a driver’s license or passport. Oncedantity has been stolen, reporting, identifying,
monitoring, and repairing the victim’s credit iss#&ressful, time-consuming, expensive, and
cumbersome process. On top of the frustrationawiry to identify and close affected accounts
and correct information in credit reports, the M of identity theft often incur costs associated
with defending themselves against collection astibrought by creditors. Victims also suffer
damage to their credit score and an enhanced buathem seeking new credit. Moreover,
victims of identity theft must continue to monititreir credit reports for several years because
fraudulent acts may not take place several yeatsstil remain possible. Early estimates show
that a mass breach of this nature will likely cagproximately $5.10 per card that was exposed.
For a breach of this magnitude, the total costs weay well approach $561 million to Target.

54.  The significance of protecting personal and finahziformation has pushed the
federal government to enact of copious privacyteeldaws aimed toward protecting consumer
information and disclosure requirements. Thisdkigion includes: (i) the Gramm-Leach-Bliley
Act (the Financial Services Modernization Act 0999, (ii) the Fair Credit Reporting Act; (iii)
the Fair and Accurate Credit Transactions Act; (hg Federal Trade Commission Act; (v) the
Health Insurance Portability and Accountability Agti) the Health Information Technology for
Economic and Clinical Health Act; (vii) the Driver'Privacy Protection Act; (viii) the E-

Government Act of 2002; (ix) the Social Securityt A&enendments of 1990; (x) the Privacy Act
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of 1974; and (xi) the Federal Information Secufitanagement Act of 2002. The federal
government also maintains the newly created Cons&mancial Protection Bureau, which was
established as an independent federal agency Igotbe primary responsibility for regulating
consumer protection with regard to financial pradwmnd services in the United States.

55. Identity theft perpetrated over the internet aglzec-attack is becoming more and
more common in the digital age. A series of ream@ajor cyber-attacks striking American
corporations has prompted warnings from federaktiafé. In fact, as recently as May 2013
ICS-Cert, a division of the Department of Homel&wturity that monitors attacks on computer
systems that run industrial processes, issued aingarthat the government was “highly
concerned about hostility against critical infrasture organizations.”

56. The Individual Defendants were fully aware of tiek rof a potential data breach.
On August 27, 2007, Dr. Neal Krawetz, a data sécwekpert working for Hacker Factor
Solutions, issued a paper titled “Point-of-Salenéuabilities.” The paper warned Target and its
peer major national retailers about the possibdity point-of-sale data breach. The paper laid
out the exact areas of vulnerability and even ufathet as an example of the potential
ramifications of a point-of-sale data breach at @omretailer. Further, Dr. Krawetz’s paper
estimated that as many as fifty-eight million cawtounts could be compromised if Target's
point-of-sale system was compromised. This wasidelwread paper and the Individual
Defendants were undoubtedly aware of its findings.

57. The Individual Defendants have even acknowledgedigk of a data breach, yet
failed to take any action to prevent that risk frooming to fruition. In its 2012 Form 10-K filed
with the SEC on March 20, 2013, Target includela disclosure stating that the Company was

fully aware of the consequences of failing to keaptomers’ data secure and that the Company
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could be subject to costly government enforcemetioras and private litigation. The relevant
portion of the Form 10-K read as follows:
If we experience a significant data security breamh fail to detect and
appropriately respond to a significant data seguneach, we could be exposed
to government enforcement actions and privatedlitogn. In addition, our guests
could lose confidence in our ability to protectith@ersonal information, which
could cause them to discontinue usage of REDcdetdine to use our pharmacy
services, or stop shopping with us altogether. Tdss of confidence from a
significant data security breach involving team rbemrs could hurt our

reputation, cause team member recruiting and etehallenges, increase our
labor costs and affect how we operate our business.

The Data Breach

58. The data breach that took place in November anciiber 2013 compromised
one hundred ten million Target customers’ persaral financial data. Within days of the
breach, millions of affected customers’ financiatigpersonal information was being sold on the
black-market.

59. The first news of the data breach did not come fiicarget, but was broken by
KrebsOnSecurity.com on December 18, 2013. The iteeldsdicated to reporting cybercrime,
published an article indicating the occurrence omassive data breach at Target stores.
According to the article, Target was investigatthg possible theft of millions of customer
credit card and debit card records beginning Nowny, 2013, and extending as far as
December 15, 2013. The breach was said to havarrecc when thieves accessed the
Company’s customers’ personal and financial datpdnetrating Target’s point-of-sale system.
The Individual Defendants’ False Statements to Custners

60. Target's customers were entitled to have the infdiom they entrusted to Target
protected to the greatest extent possible. Anttheénunlikely event that the data was breached,
Target’s customers were entitled to immediate, falld accurate notification of the data breach
to help them mitigate the harm and avoid additiomstances of fraud. Conversely, the
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Individual Defendants, failed to take the appragriateps to cause the Company to notify
customers that their sensitive information had beétained by nefarious individuals for
nefarious purposes. In so doing, the IndividuateDdants served to aggravate the damage to
affected customers and the Company.

61. After numerous third-party sources spread the nefwke data breach across the
news media for twenty-four hours, Target finallybpa acknowledged that its security systems
had been compromised and its customers’ trust bad betrayed. On December 19, 2013, over
three weeks after the data breach began and fografter it had been contained, Target finally
admitted the breach to the public. The Companyeds brief statement in which it confirmed
that it had been aware of unauthorized accessrtaiceustomers’ credit and debit card data at
the Company’s U.S. stores. The statement readllasvs:

Target Confirms Unauthorized Access to Payment Cardata in U.S. Stores
Issue has been identified and resolved
MINNEAPOLIS — December 19, 2013

Target today confirmed it is aware of unauthoriaedess to payment card data
that may have impacted certain guests making cesditdebit card purchases in
its U.S. stores. Target is working closely with lamnforcement and financial
institutions, and has identified and resolved #seié.

“Target’s first priority is preserving the trust otir guests and we have moved
swiftly to address this issue, so guests can shtp aenfidence. We regret any
inconvenience this may cause,” said Gregg Steihhelfi@irman, president and
chief executive officer, Target. “We take this reativery seriously and are
working with law enforcement to bring those respblesto justice.”

Approximately 40 million credit and debit card aoots may have been impacted
between Nov. 27 and Dec. 15, 2013. Target alertétoaties and financial
institutions immediately after it was made awareh&f unauthorized access, and
is putting all appropriate resources behind thesmrte. Among other actions,
Target is partnering with a leading third-party diesics firm to conduct a
thorough investigation of the incident.
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62. The Company’s statement aims to minimize the impéthe breach, stating that
“[a]pproximately 40 million credit and debit card¢caunts may have been impacted between
Nov. 27 and Dec. 15, 2013.” Later, this initidtsiment would prove to be untrue.

63. In a separate statement issued that same day leyndi#eft Steinhafel, Target
explained more of the details of exactly what infation was compromised.  Defendant
Steinhafel’s December 19, 2013 statement statadhbadata breach “included customer name,
credit or debit card number, and the card’s exjpinadlate and CVV [card verification value, the
three numbers on the reverse side of Visa and Maatds or the four smaller numbers on the
front side of American Express cards].” Defendatginhafel’'s statement restated the claim that
“[tlhe unauthorized access may impact guests whdentaedit or debit card purchases in our
U.S. stores from Nov. 27 to Dec. 15, 2013.”

64. The next day. December 20, 2013, in a publicitysaitempting to contain and
minimize the public perception of the impact of tteta breach, defendant Steinhafel declared to
“have worked swiftly to resolve the incident” anohcluded that, “there is no indication that PIN
numbers have been compromised on affected bankdd2IN debit cards or Target debit cards.”
Defendant Steinhafel further assured frazzled costs that “[sjomeone cannot visit an ATM
with a fraudulent debit card and withdraw cash.haffsame day, defendant Steinhafel issued a
press release on behalf of Target announcing thatiSsue has been identified and eliminated”
and that the Company would provide free credit mpimg services to affected customers. In an
effort to restore confidence in the Company angkee news of the breach from destroying the
last few days of the 2013 holiday shopping sea3a@mget offered to extend its employees’
discount of 10% to all customers who shopped irgé&tastores on the weekend of December 21

and 22, 2013.
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65. From the moment they were informed of the breakh, Ihdividual Defendants
tried to minimize reports regarding the extenthaf breach and to protect Target sales during the
2013 holiday shopping season, in spite of the tlaat such efforts would only serve to further
erode customer confidence when the truth was fjin@Vealed and cause greater damage to
Target’s reputation, brand, and goodwiill.

66. As expected, despite Target's attempts to dispglioooers’ concerns, news once
again began to emerge that credit and debit cdodnmation stolen from Target was appearing
for sale online. According to several sourcestamsr account information stolen from Target
was being sold on the black market in batches @f willion cards and fraudulent purchase
activity had begun being reported by issuing banks.

67. With each passing day, independent sources bedamdtand reveal more of the
true scope of the breach. On December 23, 2018eTacknowledged that the Secret Service
and the DOJ decided to participate in the investgainto the breach. Additionally, the
Company stated that it had spoken with the att@rggneral for Massachusetts, New York,
Connecticut, and South Dakota concerning the breddiose attorneys general have now been
joined by counterparts in lllinois, California, Miasota, and several other states to investigate
the breach.

68. The following day, news came out that, despiterpstatements by Target to the
contrary, encrypted PIN data had been stolen duhegoriginal breach and that those codes
could be used by thieves to make fraudulent witlhdta from the victims’ bank accounts. In
response to these allegations, Target continuetby that any of its customers’ PIN data had

been compromised. Defendant Steinhafel maintathad “[tlhere is no indication that PIN
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numbers have been compromised on affected ban&dd3IN debit cards or Target debit cards”
and that “[sJomeone cannot visit an ATM with a lailent debit card and withdraw cash.”
The True Scope of the Breach is Finally Revealed

69. Then, on December 27, 2013, two days after Christamal the conclusion of the
2013 holiday shopping season, Target finally additthat customers’ PIN data had been
compromised in the breach. On January 10, 201#yetalisclosed that 70 million customers’
personal information may also have been affectedhieydata breach, bringing the total of
possible victims up to over one hundred ten millicarget customers. Additionally, this new
swath of victims did not consist of only those ousérs who had made purchases at physical
Target stores between November 27 and Decembe2(13, it included all Target customers
online and in-store spanning as far back as tersyea

The Individual Defendants Failed to Implement Appr@riate Security Measures

70. On the Company’s website Target recognizes thatustomers’ personal and
financial information is highly sensitive and must protected. The Company maintains a
Privacy Policy, that gives the following promisgaeding personal information:

We maintain administrative, technical and physisaleguards to protect your

personal information. When we collect or transseibsitive information such as

a credit or debit card number, we use industrydsiech methods to protect that
information.

71. There are currently at least nineteen class adaevsuits being brought by
Target’'s customers against the Company for the bia@ach. In defending against those suits,
Target will likely try to prove that it had beenllfucompliant with industry standards and
therefore had done all it could to protect agathst breach. The most prominent of these

industry standards is the PCI Data Security Stah@®CI"). The PCI is an industry standard
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for large retail institutions that accept creditccand debit card transactions, but it is far tbss
it is cracked up to be. The standard consistwelvie general requirements including:

. Install and maintain a firewall configuration tcopgct cardholder data;
2. Do not use vendor-supplied defaults for system wasds and other security
parameters;
3 Protect stored cardholder data;
4. Encrypt transmission of cardholder data acrossipuletworks;
5. Use and regularly update anti-virus software ogpams;
6 Develop and maintain secure systems and application
7 Restrict access to cardholder data by businesstodetw;
8. Assign a unique ID to each person with computeesgc
9. Restrict physical access to cardholder data;
10.  Track and monitor all access to network resouroescardholder data;
11. Regularly test security systems and processes; and
12.  Maintain a policy that addresses information segdor all personnel.

72. Even if Target is found to be in compliance withlP@ere is growing concern
that the standard is not adequate to protect comsumThe system has been criticized for
fostering complacency among merchants that meestdraards and offering the merchants a
means of avoiding blame.

73.  Nevertheless, on December 23, 2013, USA Today tegdhat Target was likely
not even in compliance with the low standard of .Pi®lke article stated:

Target’s massive databreach took place just a feeka before a set of payment
card industry standards - known as PCI DSS 3.0 rewgeheduled to go into

effect. CyberTruth asked Nick Aceto, technologyedior at software vendor

CardConnect, to supply some clarity.

CyberTruth: What does this latest databreach se#ihout the efficacy of PCI?

Aceto: We can’t say definitely that this breachaisfailure of Target's PCI
compliance, but based on what Target has saidvet'y hard to believe that they
were even PCI 2.0 compliant at the time of the drea

A reason for thinking this is that the attack, ilviog an enormous amount of
data, went on essentially unnoticed for 18 daysw Mere they not watching the
network?

One of the PCI DSS requirements is that you monytarr logs and firewalls
every day, looking for unusual activity. This mamibg involves file integrity
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checks and changes to critical systems files. VBhabtre - the chapter 6 software
development life cycle requires the secure distidou and verification of
payment applications.

Unusual activity isn’t always abnormal, but the igoof PCI is to monitor and

verify that all activity is normal, while not letiy distractions - like busy shopping
days Black Friday and Cyber Monday, on which theabh occurred - detract
from the monitoring effort.

74.  The Individual Defendants knew or should have kndhet the Company had
failed to meet industry standards with its secusitggtems and left its technologies unreasonably
vulnerable rendering its customers a target othstdoy nefarious third-parties. The Individual
Defendants, however, failed to take corrective mess to update Target's systems and
technologies. Target's deficiencies included thgufe to maintain adequate backups and/or
redundant systems; failure to encrypt data andtabéish adequate firewalls to handle a server
intrusion contingency; and failure to provide prarapd adequate warnings of security breaches.
The Aftermath of the Breach and its Lasting Effect

75. Once the full scope of the data breach became,ckmardid its historical
significance. A January 11, 2014 NBC News artoplmting Ken Stasiak, the CEO of cyber-
security company SecureState, called Target’'s hr&the worst breach in history.” Mr. Stasiak
went on to say, “It's 2014. We expect retailerdlo$ magnitude to have better security, weigh
their risks and spend the resources necessarytwestheir data.” Empirically, Target's breach
is the worst in history because it concerned tha daover one hundred ten million customers,
far outreaching the previous holder of the title]XTCompanies, Inc. (parent of TJMaxx,
Marshall's, and HomeGoods) with a breach of foryemillion customers’ information in 2007.

76.  Target itself has suffered considerable damage frazach itself and the bungling
of its aftermath. In response to events descréieVe, market analysts such as Cowen and Co.

have lowered ratings on Target and trimmed prigeeetations. Cowen had formerly targeted
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Target's price for $66 per share, but on Januargegiced that number to $47 per share. Target
shares were trading above $63.50 on December 18, 2€&fore the news of the data breach and
have fallen over 10.5% to $57.60.

77.  On top of the loss in market capitalization, thereamic impact of the breach has
been felt throughout Target. The Company announcedanuary 22, 2014 that it was cutting
health coverage for part-time workers as well asntpoff 475 workers and eliminating 700
open positions.

78.  Public backlash from the breach is also far fronerov While the Individual
Defendants have tried to control the public relaioightmare of the breach on their own terms,
federal legislators are now stepping in to furtileame the Company. Defendant Mulligan has
been called to appear before the U.S. Senate dugdiCommittee on February 4. This will be
the first time that Target will be forced to ansvggrestions about the worst breach in history.
Preparation for this hearing and whatever actiome out of it, will likely cost the Company
great sums of money in addition to that alreadydeaipent to quell the financial damage caused
by the breach.

DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS

79.  Plaintiff brings this action derivatively in theghit and for the benefit of Target to
redress injuries suffered, and to be suffered, bygdt as a direct result of the Individual
Defendants’ breaches of fiduciary duty.

80. Plaintiff will adequately and fairly represent timeerests of the Company and its
shareholders in enforcing and prosecuting its sight

81. Target is named as a nominal defendant in this cadely in a derivative
capacity. This is not a collusive action to conjfgisdiction on this Court that it would not

otherwise have. Plaintiff is and was a sharehotifeFarget at the time of the transgressions
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complained of. Prosecution of this action, indejsr of the current Board of Directors, is in
the best interests of the Company.

82. The wrongful acts complained of herein subject, arnidl continue to subject,
Target to continuing harm because the adverse qaasees of the actions are still in effect and
ongoing.

83.  The wrongful acts complained of herein were unldlyfconcealed from Target's
shareholders.

84. Throughout the Relevant Period, the Individual Defnts violated multiple
corporate governance principles, thus represengwvigence of the Individual Defendants’
breaches of fiduciary duties. The course of actmfuded failing to maintain appropriate data
security systems and concealing the truth aboutbtieach from the public, and caused the
Individual Defendants to breach the following cagie principles, among others:

a. protect customers’ personal and financial inforovatin accordance with the
Privacy Policy, the Guide, and industry best pragj

b. maintain a system of internal controls that wilbyide reasonable assurances
to management that material information about tben@any is made known
to management, particularly information being comeeby the Company that
concerns the public trust; and

c. comply with all local and federal laws and reguas.

85.  As a result of the facts set forth herein, Plairtds not made any demand on the
Target Board to institute this action since sucimaled would be a futile and useless act because
the Board is incapable of making an independent @disthterested decision to institute and

vigorously prosecute this action. The wrongfulsacomplained of herein show a wholesale
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abandonment by the Individual Defendants of thieudiary duties of due care, oversight, and

loyalty. Such abandonment includes, but is nottéichto the following:

86.

a. Allowing for materially inadequate controls oveet@ompany’s policies with

b.

respect to cyber-security and the protection ofgiee customer information;
Allowing the Company to make false statements conicg the data breach
and to withhold the breach from the affected cusiemand

Failing to adequately remedy the data breach infabkhion expected of the

second largest retailer in the United States.

At the time of filing, the Board consisted of twelundividuals: Defendants

Steinhafel, Johnson, Trujillo, Mulcahy, Austin, dan, Minnick, Rice, Stumpf, Baker, De

Castro, and Salazar. Plaintiff did not made anmaled on the Board to institute this action

because such a demand would be a futile, wasteidluseless act, particularly for the following

reasons:

a. As a result of their access to and review of irderrorporate documents,

conversations and connections with other corpoo#fieers, employees and
directors; and attendance at management and thel Boetings during the
Relevant Period, each of the Director Defendanesnkror were reckless in
not knowing, that the Company was obscenely vubierto a cyber-security
attack upon customers personal and financial inébion that would subject
the Company to hundreds of millions of dollarsiability, yet failed to take
any meaningful action to correct these problems faster compliance with

applicable laws and regulations; and
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b. The Director Defendants were particularly awar¢hefindustry standards for
secure transactions and new technologies that dmalé enhanced security
and chose not to implement further security measane to lobby against the
widespread adoption of new technology.

87. Defendants Steinhafel, Johnson, Trujillo, MulcalAystin, Darden, Minnick,

Rice, Stumpf, Baker, De Castro, and Salazar, thepgaomy’s entire current Board, caused the
Company to withhold and then disseminate impropeaterially false and misleading public
statements concerning, among other things, the miatere and extent of the data breach.
Customers were entitled to adequate and prompiication about the data breach to help them
mitigate the harm and avoid additional instanceBanfd. The Individual Defendants, however,
failed to take reasonable steps to have the Compatify consumers that their information had
been compromised. The Company’s public disclosuw@scerning the data breach were
improper because: (i) they were untimely and oelgased after third-party organizations began
spreading the news; (ii) they understated the scdpbe affected victims by seventy million
people; (iii) they diminished the severity of tharm to customers by failing to disclose that
PINs were compromised, (iv) withheld the scopehefpersonal data that was compromised, and
(v) allowed for a secondary breach to occur indftermath of the initial breach in the form of
fraudulent credit monitoring emails. Each memldahe Board knew or should have known that
the improper statements did not timely, fairly, @edely, or truthfully convey the scope of the
data breach. In addition, when deciding whetherapprove statements to be publicly
disseminated, each member of the Board was bourleogiuty of care and the duties set forth
in the Guide to inform himself or herself of allasmnably-available material information.

Information concerning the nature and extent ofdhta breach was both reasonably available
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and material to members of the Board. Defendamesisafel, Johnson, Trujillo, Mulcahy,
Austin, Darden, Minnick, Rice, Stumpf, Baker, Des€a, and Salazar’s conduct can in no way
be considered a valid exercise of business judgmeédcordingly, demand on the Board is
excused as futile.

88. A majority of the Board is incapable of disinteesly and independently
considering a demand to commence and vigorouslgegtde this action for the following
reasons:

a. Defendants Steinhafel, Johnson, Trujillo, MulcalAystin, Darden, Minnick,
Rice, Stumpf, Baker, De Castro, and Salazar, abstantially likely to be held liable for
breaching their fiduciary duties, gross mismanagemabuse of control, and by maintaining
inadequate internal control of information privanyd cyber-security as complained of herein.

b. Further, Defendants Steinhafel, Johnson, TrujilMylcahy, Austin, Darden,
Minnick, Rice, Stumpf, Baker, De Castro, and Saldaae a substantial likelihood of liability
due to their failure to provide adequate and promgice to consumers and because they
conveyed a false sense of security to customewrsctaff by the data breach. Defendants
Steinhafel, Johnson, Trujillo, Mulcahy, Austin, dan, Minnick, Rice, Stumpf, Baker, De
Castro, and Salazar breached their duty of loylajty}causing the Company to disseminate the
improper public statements discussed herein. Aliagly, all the Board members face a
substantial likelihood of liability, rendering denthupon them futile.

C. Defendant Steinhafel is both Target's CEO and Besdi Defendant Steinhafel
is not disinterested because it is very likely thatwill be held liable in any action brought on

behalf of the corporation for his alleged wrongdpinn fiscal year 2012, Defendant Steinhafel
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received $20,647,464 in compensation from TardgBte to his excessive compensation and
position as an insider in the Company, he is eotred in the Company.

d. Defendants Johnson, Trujillo, Mulcahy, Austin, Damd Minnick, Rice, and
Stumpf each received over $250,000 in compensétiotieir service as directors in 2012. Due
to their significant director compensation, DefemdaJohnson, Trujillo, Mulcahy, Austin,
Darden, Minnick, Rice, and Stumpf are disabled fronpartially considering a demand to
prosecute the claims herein.

e. Several of the Director Defendants have served tengres as directors with the
Company and cannot objectively appraise whethputsue an action upon themselves and their
colleagues. Defendant Johnson has served as @odisence 1996. Defendant Trujillo has
served as a director since 1994. Defendant Muldadsy served as a director since 1997.
Defendant Austin has served as a director sinc@.20@fendant Darden has served as a director
since 2003. Defendant Minnick has served as &tdirsince 2005. Due to their long tenure and
the close business relationships built up over-pins years of common service on the Target
Board, defendants Johnson, Trujillo, Mulcahy, Awmstand Minnick are disabled from
impartially and independently considering a demémdue their fellow directors with whom
they have established significant professional ties

f. Defendants Austin, Minnick, Mulcahy, and Rice atinseed as members of the
Audit Committee during the Relevant Period. DefardAustin was and continues to be the
Chairman of the Audit Committee. According to tAadit Committee Charter, Defendants
Austin, Minnick, Mulcahy, and Rice have the specduty to oversee all material aspects to the
Company’s reporting, control, and audit functiorBecause they breached that duty, there is a

high likelihood that they will be held personallghlle in any litigation brought on behalf of the
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Company. It is for this reason, among others, th@tmembers of the Audit Committee are not
disinterested and cannot reasonably decide whethéring litigation against themselves on
behalf of the Company.

89. During the Relevant Period the Individual Defendanaused or allowed the
Company to fail to maintain proper internal cordrolver their security and privacy systems and
to issue false and misleading statements when tepstems were breached. The Individual
Defendants’ misconduct has severely damaged, afidcamtinue to severely damage, the
Company. Further, and more importantly, Targegputation, goodwill, brand trust, and
positive brand recognition have been tainted bymiszonduct described herein.

90. As detailed above, the Board members were diréctiglved in the misconduct
challenged in this action, by virtue of their resipee positions on the Board and its Committees,
and completely abdicated their responsibility tersee the Company’s operations, causing the
Company to engage in illegal and/or improper cohdegarding cyber-security and the public
statements and surrounding the breach, destroyintheir wake, much of the Company’s
shareholder value. The Individual Defendants’ ecmtdacked any legitimate business purpose
and was not a product of a valid exercise of bssinedgment. As such, demand is excused as
futile.

91. The Individual Defendants’ conduct described herand summarized above
demonstrates a pattern of misconduct that couldhaee¢ been the product of legitimate business
judgment as it was based on intentional, recklasd, disloyal misconduct. Thus, none of the
Individual Defendants, who constitute the entirerenat Board of the Company, can claim
exculpation from their violations of duty pursudatthe Company’s Articles of Incorporation.

As a majority of the Individual Defendants faceubstantial likelihood of liability, they are self-
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interested in the transactions challenged hereih @annot be presumed to be capable of
exercising independent and disinterested judgmiemiitavhether to pursue this action on behalf
of the shareholders of the Company. Accordingmend is excused as being futile.

92.  Furthermore, the Target Board is still dominated eontrolled by the exact same
wrongdoers who continue to obscure their own midooty and will not take action to protect
the interests of Target or its shareholders. Tiesgnt Board has refused, and will continue to
refuse, to institute this action for the foregoargl following reasons:

a. The acts complained of herein constitute violatiohgiduciary duties owed
by the Board of Directors and these acts are indeps ratification;

b. Certain of the known principal wrongdoers and bmemaies of the
wrongdoing complained of herein are in a positionand do, dominate and
control the Board of Directors. Thus, the Boarduldonot exercise
independent objective judgment in deciding whetieebring or vigorously
prosecute this action;

c. The acts complained of herein are illegal and impproand thus are acts
incapable of ratification;

d. In order to bring this action for breach of fidugialuty, the members of the
Board of Directors would have been required to theenselves and/or their
fellow directors and allies in the top ranks of @@mpany, who have personal
relationships and with whom they have entanglingaricial alliances,
interests, and dependencies, which they would oot They therefore would

not be able to vigorously prosecute any such actind
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e. The members of the Target Board, including eacthefDefendants herein,
receive substantial salaries, bonuses, paymentsiefitte and other
emoluments by virtue of their membership on therBaand their control of
Target. They have thus benefited from the wrongi®ih alleged and have
engaged therein to preserve their positions of robrand the perquisites
thereof, and are incapable of exercising independbjective judgment in
deciding whether to bring this action. The Boardnmbers also have close
personal or business ties with each other and amesequently, interested
parties and cannot in good faith exercise indepeinbdasiness judgment to
determine whether to bring this action against thedues.

93. Moreover, each of the Individual Defendants, aso#ficer and/or director of
Target, had intimate knowledge of all major openagi of the Company, and yet participated in
maintenance of inadequate cyber-security contralsl dhe dissemination of material
misstatements about the scope of the breach. Tidividual Defendants all have a personal
interest in concealing any blame for Target’'s in&krcontrols problems, and shifting the blame
away from themselves for consciously disregardidgdiary duties. An investigation or inquiry
that spread blame higher up the corporate ladderthd¢olndividual Defendants, as officers
and/or directors—would not be in the personal gdeof the Individual Defendants. The result
of such an inquiry would require them to returnuaddle but unearned compensation to the
Company.

94. In addition, all Individual Defendants face a stig#ntly substantial likelihood of
liability, and thus, there is a reasonable doubtoasach of their disinterestedness in deciding

whether pursuing legal action would be in the Comyfmbest interest.
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95.  Further, any suit by the current directors of Tatgeremedy these wrongs would
expose Target to liability in the numerous pendtegsumer class actions lawsuits. There are
currently no less than nineteen consumer classrecfiled against the Company as a result of
the data breach. These class actions allege wataims, including, but not limited to,
negligence, breach of contract, and violation atesfprivacy laws. If the Board elects for the
Company to press forward with its right of actigamst any of the members of the Board in this
action, Target’s efforts would directly compromi¢e defense of the pending consumer class
actions. Accordingly, demand on the Board is eeduss futile.

DAMAGES TO THE COMPANY

96. As adirect and proximate result of the IndividDaifendants’ misconduct, Target
failed to maintain proper internal controls, cautieel Company to release false and misleading
statements, caused the Company to pay large sumemdy for credit monitoring services for
affected customers, caused the Company to be exposeillions of dollars of potential liability
in class action lawsuits, and substantially damagedCompany’s sales during the 2013 holiday
season, its market capitalization, goodwill, consugonfidence, and brand trust.

97.  Furthermore, Target has expended and will continwexpend significant sums of
money. Such expenditures include but are notéidhib:

a. costs incurred from the Company’s internal investan into the data breach,
but not limited to, expense for legal, investigatiand consulting fees;

b. costs of updating customers of the status of tbadir;

c. costs incurred from providing credit monitoring f@d0 million affected
customers;

d. costs incurred from defending and settling the meonne class action lawsuits

being brought against the Company for the breach;
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e. costs incurred from notifying customers, replacoayds, sorting improper
charges from legitimate charges, and reimbursirgiotoers for fraudulent
transactions (early estimates put this at rouglByl® per card, or $561
million);

f. costs incurred from the Secret Service, DOJ, arfl Senate investigations
into the data breach, including, but not limited liability for any potential
fines;

g. costs incurred from notifying customers and reatify secondary breach
caused by imitation credit monitoring emails;

h. loss of revenue and profit resulting from Targetfger of a 10% discount to
U.S. shoppers during the last weekend before @mastin an effort to lure
customers back into its stores;

I. costs incurred from instituting chip-based creditrds that will enhance
security; and

J. costs incurred from compensation and benefits paithe defendants who
have breached their duties to Target.

98. Moreover, these actions have irreparably damagedela corporate image and
goodwill such that all Target stores and finansiavices are associated with failing to protect
customer’s sensitive information and then keeplvag broken promise a secret from customers.

COUNT |

DERIVATIVELY AGAINST ALL DEFENDANTS
FOR BREACH OF FIDUCIARY DUTY

99. Plaintiff incorporates by reference and re-allegegh and every allegation

contained above, as though fully set forth herein.
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100. The Individual Defendants owed and owe Target figycobligations. By reason
of their fiduciary relationships, the Individual f@edants owed and owe Target the highest
obligation of loyalty, good faith, due care, ovgtti fair dealing, and candor.

101. All of the Individual Defendants violated and brkad their fiduciary duties of
loyalty, good faith, due care, oversight, fair dieg and candor.

102. Each of the Individual Defendants had actual orstmctive knowledge that they
had caused Target to maintain improper securityrotsnof customer data and to make false and
misleading statements about the data breach owceutred. These actions could not have been
a good faith exercise of prudent business judgntenprotect and promote the Company’s
corporate interests.

103. The Individual Defendants caused or allowed Tatgetack requisite internal
controls, and, as a result, the Company allowedvibrst data breach of customer information in
retail history.

104. The Individual Defendants failed to supervise, amcensure adequate internal
controls over, and consciously disregarded respditigs involving, the Company.

105. The Individual Defendants caused or allowed thepscof the breach to be
materially misstated and misrepresented.

106. As a direct and proximate result of the Individefendants’ failure to perform
their fiduciary obligations, Target has sustainegnificant damages. As a result of the
misconduct alleged herein, the Individual Defendame liable to the Company.

COUNT I

DERIVATIVELY AGAINST ALL DEFENDANTS
FOR GROSS MISMANAGEMENT
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107. Plaintiff incorporates by reference and re-allegesh and every allegation
contained above, as though fully set forth herein.

108. By their actions alleged herein, the Individual ®&wlants abandoned and
abdicated their responsibilities and fiduciary dstwith regard to prudently managing the assets
and business of Target in a manner consistentthéloperations of a publicly held corporation.

109. The Individual Defendants caused or allowed Tatgetack requisite internal
controls, and as a result, the Company allowedniest data breach in retail history and then
released a series of false and misleading statsmabout the gravity of the breach.

110. The Individual Defendants caused or allowed the famy’'s statements to be
materially misstated due to the Individual Defertdarailure to properly account for the
Company’s motives of withholding information froimet public in order to protect sales figures.

111. The Individual Defendants failed to supervise, eméxert internal controls over,
and consciously disregarded responsibilities inmgthe Company’s public statements, as well
as the Company’s cyber-security systems.

112. The Individual Defendants caused or allowed thepscof the breach to be
materially misstated.

113. The Individual Defendants, including members of gelit Committee, did not
take seriously their primary responsibility for tG®@mpany’s statistical and financial reporting
activities.

114. As a direct and proximate result of the IndividuBlefendants’ gross
mismanagement and breaches of duty alleged héfamget has sustained significant damages

that will likely exceed hundreds of millions of thois.
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115. As a result of the misconduct and breaches of diéged herein, the Individual
Defendants are liable to the Company.

COUNT Il

DERIVATIVELY AGAINST ALL DEFENDANTS
FOR WASTE OF CORPORATE ASSETS

116. Plaintiff incorporates by reference and re-allegash and every allegation set
forth above, as though fully set forth herein.

117. As alleged herein, the Individual Defendants’ wrinhgonduct alleged included
the failure to implement adequate internal conttolsdetect and prevent the breach of the
Company’s customers’ personal and financial infdroma Under the Individual Defendants’
supervision, Target's customers became the viatihtse worst data breach in retail history.

118. The Individual Defendants caused Target to wasteatuable corporate assets by
paying improper compensation and bonuses to cesfdis executive officers and directors that
breached their fiduciary duty.

119. As a result of the waste of corporate assets,ntieilual Defendants are liable to
the Company.

COUNT IV

DERIVATIVELY AGAINST ALL DEFENDANTS
FOR ABUSE OF CONTROL

120. Plaintiff incorporates by reference and re-allegesh and every allegation
contained above, as though fully set forth herein.

121. The Individual Defendants’ misconduct alleged hereonstituted an abuse of
their ability to control and influence Target, fohich they are legally responsible. Among the
abuses of control was: (i) the Individual Defendamilure to supervise, and to exert internal

controls over, and conscious disregard of respditi&b involving maintenance of proper cyber-
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security systems to protect customer personal amandial data and (i) the Individual
Defendants’ reckless and/or grossly negligent failio properly utilize the proper resources to
determine whether customer data was safe withilCtrapany’s electronic systems.

122. As a direct and proximate result of defendants’sabof control, Target has
sustained significant damages.

123. As a result of the misconduct alleged herein, dédets are liable to the
Company.

PRAYER FOR RELIEF

WHEREFORE, Plaintiff, demands judgment as follows:

A. Against all of the Individual Defendants and indawf Target for the amount of
damages sustained by the Company as a result ofntheidual Defendants’ breaches of
fiduciary duty, gross mismanagement, waste of aateoassets, and abuse of control;

B. Directing Target to take all necessary actionseform and improve its corporate
governance and internal procedures to comply waghlieable laws and to protect the Company
and its shareholders from a repeat of the damagiegts described herein;

C. Awarding to Target restitution from the Individuaéfendants, and each of them,
and ordering disgorgement of all profits, benefasd other compensation obtained by the
Individual Defendants;

D. Awarding the Plaintiff the costs and disbursemeaitsthis action, including
reasonable attorneys’ fees, accountants’ and exXeets, costs and expenses; and

E. Granting such other and further equitable relietras Court may deem just and
proper.

JURY DEMAND

Plaintiff demands a trial by jury.
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Dated: January 29, 2014 ANDERSON HELGEN DAVIS & NISSEN,
P.A.

s/Amanda R. Cefalu

Amanda R. Cefalu, Esq.

333 South Seventh Street, Ste. 310
Minneapolis, MN 55402
Telephone: (612) 435-6349
Facsimile: (612) 435-6379

FARUQI & FARUQI, LLP

Beth A. Keller, Esq.

Todd H. Henderson, Esq.

369 Lexington Avenue, 1bFloor
New York, New York 10017
Telephone: (212) 983-9330
Facsimile: (212) 983-9331

-and-

FARUQI & FARUQI, LLP

Michael J. Hynes, Esq.

Ligaya Hernandez, Esq.

101 Greenwood Avenue, Suite 600
Jenkintown, Pennsylvania 19046
Telephone: (215) 277-5770
Facsimile: (215) 277-5771

Attorneys for Plaintiff
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VERIFICATION

|, Maureen Collier, hereby declare as follows:

| am the plaintiff in the within entitled actionl have read the Verified Shareholder
Derivative Complaint. Based upon discussions \aitld reliance upon my counsel, and as to
those facts of which | have personal knowledge Gbeplaint is true and correct to the best of
my knowledge, information, and belief.

| declare under penalty of perjury that the foregas true and correct.

Signed and Accepted:

Dated: January _, 2014
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