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Vice President - People
Cenire Air Canada 1260
C.P. 14000

Succursale Aéroport
Dorval (Québec)

H4Y 1H4

Dear Ms. Welschaid:

Subject:  Air Canada & CAIL Pension Plans
Pension Benefits Standards Act, 1985 (PBSA)

Thank you for meeting with us on March 6" and providing us with a better understanding of
the current issues that Air Canada is dealing with in relation to its Air Canada and CAIL pension
plans. The purpose of this letter is to summarize the issues that were discussed at this meeting. Itis
our intention over the next few weeks to formalize our position on these issues following which we
will advise you of our intended course-of action. As discussed at the meeting, we will be
communicating directly with Ms. Lynn Loewen, Vice-President, Finance at Jazz to address the {ssues
we have refating to the Jazz pension plans.

As you know, OSFI is concerned about the current solvency position of the Air Canade and
CAIL pension plans and the possible effect that any future event could have on members’ benefits.
In light of this, OSFI is Iooking at all possible measures that could be taken now by Air Canada and
OSFI to address these issues, As mentioned during the meeting, one area of significant concemn is the
current funding of these pension plans, and in particular, the continuation of contribution holidays by
Air Canada for its defined benefit pension plans. We understand from Mr. Peterson's comments that
the issue of contribution holidays will be discussed with the Pension Investment Committee of the
Board of Directors sometime in June or July following the conclusion of union nepotiations. We feel
that this timeframe is too protracted and we will be looking to address this issue at & much earlier

date.

-

Canada
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Another issue discussed last Thursday was the transfer of commured values for terminating
members. Since we expect all of the defined benefit pension plans are currently underfunded on a
solvency basis, we do not believe it is prudent or equitable for t2rminating members to receive 100%
of their wansfer value at this time. We ask that transfer values for terminating members not be paid
unti] the next valuation report is prepared and filed with OSFI. We appreciate your concerns with
haw this action may be perceived by members and as agreed, we will discuss with Caroline Drouin
how a transfer payment process should be structured so as 10 achieve the objective of “equity” while
at the same time addressing your concerns. We do ask, however, that you not process any future
transfer payments until we reach an agreement on such a process.

As mentioned during the meeting, OSFI and Air Canada are recciving enquiries from Air
Canada pension plan members raising concemns about their pension plans and in particular their
pension benefits. It is important that plan sponsors communicate information to plan members’ about
their pension plans in a timely and transparent manner. Members should also be aware of any
material or substantial changes in the financial position of their pension plans and we would expect
plan sponsors to provide this information to plan members. In this regard, one of the issues discussed
was the Members’ Annual Statement and the disclosure of the solvency ratie. It is our view that, in
light of the significant change to the funded status of the plans since the last valuation reports, the
disclosure of the solvency ratio arising from that veluation may no longer be appropriate and in fact
would be misleading. We have asked vou to consider how best 1o communicate the current funded
position of these pension plans to the members. We would appreciate receiving your communication
plans in this regard as soon as possible. As mentioned during the meeting, we would appreciate
being provided with copies of the communication being provided to plan members.

Air Canada is required to prepare valuation reports for several pension plans as at December
2002 or January 2003, Although not discussed in detail at the meering, we wish to advise that we are
currently reviewing the valuation report preparation dates for the remaining pension plans, since the
current level of funding required for these pension plans may no longer be sufficient to prevent a
Further deterioration in the plans’ financial position on a solvency basis.

As discussed, we will be requesting additional information from Air Canada on its pension
plans in the near future, and we will be writing to Ms. Caroline Drouin in a separate letter on this
matter. To assist us in monitoring the Air Canada pension plans, we would appreciate being kept
informed of any new events that may affect any pension plan sponsored by Air Canada and registered

under the PBSA.
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Should you wish to talk to us about eny of the issues mentioned in our letter, please contact

us, and we would be pleased to arrange a conference call or a meeting, if necessary, to discuss these
items with you,

Yours truly,

Karen Badgerow-Croteau
Managing Director

¢c:  Mr. Rob Peterson, Air Canada
Ms. Caroline Drouin, Air Canada
Mr. Joha Doran, OSFI
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March 13, 2003

Ms Carolige Drouin

Director, Pension & Employee Benefits
Air Canada

Air Canada Centre

P.O. Box 14000, Station Airport
Dorval, Quebec

H4Y 1H4

Dear Ms Drouin:

Subject: Air Canada and Canadian Airlines International Ltd (CAIL)
Pension Plans (the Plans)
Pension Benefits Standards Act, 1985 (PBSA)

We are writing to confirm our request for additional information as we discussed during the March
6% meeting betWeen OSF[ and Air Canada. In order to monitor the financial position of the Plans
and the performance of the pension funds more frequently, we are asking for the following
documents and information on each Plan. For your reference, we have attached a list of the Plans..

1. Statement of Investment Policv and Procedures

We request that you provide us with the current Statement of Investment Policies and
Procedures (SIP & P) thar has been adopted for each plan, and future npdates as they are made.

2. Listof Assets

To enable us to monitor the investments for the Plans more frequently, we ask that you provide
us with a list of assets held by each plan:
» asat Decemnber 31, 2002 or at a more current dare if available,
and
¢ ona monthly basis thereafier.
Would you also please advise with whom we should communicate to obtain monthly updates on
the performance of the pension funds for each pension plas.

Canadi
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3. Reminances of Contributions

Please confirm the name of the custodian for the pension fund in respect of each plan, and the
address, fax number, telephone number and name of the contact person. We will be
communicating with the custodians on a regular basis, confirming the remittance of
contributions. :

4. Filing Dare of Valuation Reports

We confirm that valuation reports thar are filed with OSFT are to be prepared as at a plan year-
end, unless OSFT has approved an alternate date. For more information on this subjecr, please
refer to PBSA Update Issue Number 18 and the Frequently Asked Questions posted on OSFI's
web site @www.osfi-bsif.gc.ca.

As you know, the CAIL pension plans have been transferred to my portfolio. We are reviewing
your letter dated February 26, 2003 concerning the Pension Plan for Pilos, as represented by the
Alr Line Pilots Association International, of Canadian Alrlines Internarional Ltd. We will be

contacting you to discuss the proposed plan amendment.

[n our letter dated March 10" addressed to Ms. Susan Welsheid, we requested that transfer values
for terminating members of the Plans not be paid unril the next valuation report is prepared and
filed with OSFI, Would you confirm that Air Canada has ceased the payment of transfer values for
terminating plan members. If you would like to Propose an alternate payment process, please
contact us. .

AS requested, we do ask that you inform us promptly of new developments or significant events
that could affect any of the plans, and of any communication that is being provided to members
relating to their pension plans.

I'would like to thank you for your cooperation. Should you require further information or
clarification, please do not hesitate to contact me, or my manager Linda Maher at (613) 950-7857.

Yours truly,

j 2tmz
-

Suzanne Théorér
Senior Supervisor

Private Pension Plans Division
Telephone: 613-990-3599/ Fax: 613-990-7394
e-mail : Su g Theoretosfi-bsifoe ca
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ATTACHMENT

LIST OF AIR CANADA AND CAIL DEFINED BENEFIT AND COMBINATION PENstON PLANS

Registration .-
Number Qur file Air Canada Ine,
1. 55345 Al Air Canada Pension Plan
2. 55755 ASS Air Canada Executive Pension Plan
3. 57025 Al%0 - Air Canada Pension Plan Pilots
Registration
Number Our file Canadinn Airlines International Ltd.
1. 35391 C58 Pension Plan for Technical Services and Clerical Employees
2. 55067 C241 Pension Plan for CAW Members Employed by Canadjan
Airlines International Ltd.
3. 55248 C248 Pension Plan for Management Employees of Canadian
Airlines International Ltd.
4, 55519 C249 Pension Plan for Cabin Personnel
5. 55526 CZ-ISO Fension Plan for Pilots of Canadian Airlines International
Ltd.
6. 55839 C251 Pension Plan for Executives of CAIL

7. 55044 C286 Pension Plan for Dispatch Employees
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Air Canada
Pension Pl;m '

(Amended and restated text as at Janvary 1, 1998)

CERTIFIED to be a true and complete copy of the text of the Air Canada Pension Plan
as approved by Lamar Durret, President and Chief Executive Officer of Air Canada,
under authority delegated to him by the Board of Directors of Air Canada on the

18th day of February 1998.
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4.2 The Company shall remit to the trust fund any member contributions not iater
than 30 days after the end of the month in respect of which such
contributions were deducted from pay or otherwise paid directly.

4.3 A member who is 2 management employee shall not be required 1o
contribute in each ¢alendar year more than $3,500 under Section 4.1 a).

4.4 Contributions under Section 4.1 2) shall be made by a member untl the end
of the pay periad in which his 35th year of allowable service is completed or
until his date of retirement, death or termination of employment, whichever
first occurs. -

4.5 The Company shall ensure that thf.; fun&ing of the plan at all times meets the
stzndards for solvency preseribed under the Act

No contribution shall be made by the Company 1o the Trust fund, in
accordance with this paragraph unless it is an eligible contribution as defined
by the Income Tax Act and is permitted by the Income Tax Act.

-19-
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E} | AMENDMENT NO. 2 %{M (VP
TO THE
PENSION PLAN FOR CABIN PERSONNEL, ?L i
AS REPRESENTED BY THE 0 14
CANADIAN UNION OF PUBLIC EMPLOYEES, Y,
OF CANADIAN ATRLINES INTERNATTONAL LTD, i
The text of the Pension Plan for Cabin Personnel, as Represented by the Canadian Union of
Public Bmployees, of Canadin Aiclines Toternational Led. is hereby amended, effectve
January 1, 1992, as follows:
[ —
ARTT - oD
"
Declete Section 1.02 and substitute therefor the following:
1.02 The purpose of the Plan is to provide certain lifetime retirement and related benefits
for eligible Employees of the Company who become Members of the Plan on or after
the Effecdve Date.
ARTICLE 2 - CONSTRUCTION, INTERPRETATION AND DEEINITIONS i
pr
Delete Section 2.21 and substiture therefor the following; ut
2.21 "Earnings’ means regular salary or wages includin ¢, onboard commussions,
general holiday pay, vacation pay and_shiff differentials, but excluding all other
allowances, paid to the Membee-bff the Company or 3 Former Company.

‘e 190 ON 1450 WgLG:p E00C TL AWN
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Amendment No. 2
Pension Plan for Cabin Personnel Page 12

If the amount to be transferred exceeds the maximum wansferrable amount
derermined in accordance with this paragraph (b), the excess shall be paid to
the Member in cash or remain in the Fund to provide a retirement income to
the Member in accordance with the Applicable Pension Laws and as permitted

under the Revenue Rules,
i 108 (<) yuunboskirg fav-Cda wiay
ARTICLE 12 - COMPANY CONTRIBUTIONS .

Delete Section 12.01 and substitute therefor the following:

12.01 Company Contributions .

The Company shall contribute to the Fund from time to time such amounts as may
be adequate to enable the Fund in accordance with such tests and standards for
solvency as are prescribed by the Applicable Pension Laws to provide for payment of
all benefits required to be paid under the terms of the Plan, Notwithstanding the
foregoing, contributions made to the Plan on or after January 1, 1991 by the
Company shall only be made if they are cligible contributions in accordance with the
Revenue Rules.

Delete Section 12.02 and substitute therefor the following:

12,02 Excess Conmibutions Wy

Subject to the Applicable Pension Laws, any amount which the Company contributed
1o the Fund, or a portion thereof, which was conumibuted in accordance with the
last-filed cast certificate and such Company contributon pursuant to the Applicable
Pension Laws was subsequently discovered to be non-permissible or non-tax-deductible,
pursvant to the Revenue Rules, based on the cost certificate of the next actuarial
valvation, may, to the extent allowed by and subject to any conditions or approval
procedures under the Applicable Pension Laws and the Revenue Rules, be remuned wo

§ 4 150 ON 1480 WaLG:y _E00T 00 AVW .
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AMENDMENT NO. 2
TO THE
PENSION PLAN FOR DISPATCH EMPLOYEES, 4L
AS REPRESENTED BY /
THE CANADIAN AIRLINE DISPATCHERS ASSOCIATION,

AN ) :

The text of the Pension Plan for Dispatch Employees, as Represented by the Canadian Airline
Dispatchers Assodation, of Canadian Airlines Intemational Ltd. is hereby amended, cffective
January 1, 1992, as follows:

‘_-_,_,...-———-""_‘-H

ARTICLE 1 - INTRODUCTION

Delete Section 1,02 and substituze therefor the following:

1.02 The purpose of the Plan is to provide certain lifetime retirement and related benefits
for eligible Employecs of the Company who become Members of the Plan on or after
Janwary 1, 1991, The terms and conditions of the Former Plans applied to Disparch
Employess from the Effective Date to December 31, 1990.

Delete Section 1.03 and substitute therefor the following:

1.03  The plan shall be applicable to eligible Employees who are in the active employ of :
Company, or who are on 4 leave of absence, on and after Januacy 1, 1991 and wi
become Members of the Plan. A Member who is on Disability on January 1, 195
shall condnue to accumulate benefits in accordance with the terms of the applicabl
Former Plan or the Wardair Plan as were in effect on December 31, 1990. Benefirs
in respect of former members and pensioners whose employment ceased prior 10
January 1, 1991 shall be determined in accordance with the terms of the applicable
Former Plan or the Wardair Plan at the time of such cessation of employment.
Employees who were sabject w the terms of Former Plan C on January 1, 1991 werc
eligible to ¢lect to remain subject to the terms of Former Plan C pursuant to
paragraph 3.02(a), No members of Former Plan C elected to remain subject to the
terms of Former Plan C.

1$C ON 1450 WgLG: v E00C 20 "AVA
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(‘; Amendment No. 2
Pension Plan for CALDA Members Page 12

For non-integral ages before Age 63, the appropriate factor shall be
devermined on an interpolated basis.

IF the amount to be transferred exceeds the maxicaum transferrable amount
determined in accordance with this paragraph (b}, the excess shall be paid to
the Mernber in cash of remain in the Fund o provide a retirement income 1o
the Member in accordance with the Applicable Pepsion Laws and as permirted
under the Revenue Rules.

ARTT 2-CO CO ONS

Delete Section 12,01 and substirute therefor the following:
12.01 Company Contributions v

The Company shall contribure to the Fund such amounts as are recommended by the
Actuary to properly fund the benefits under the Plan. The Company shall contribute
such armounts as are necessary to provide for the benefits accruing in that year and
fund any unfunded fability and any solvency deficiency in accordance with the
Applicable Pension Laws. Company contributions shall be remitted to the Fuad on
a quarterly basis within 30 days after the end of each calendar quarter. The liability of
the Company at any time shall be limited o such contributions as are required at that
time in accordance with the Applicable Peasion Laws. Notwithstanding the foregoing,
contributions made to the Plan on or after January 1, 1991 by the Company shall only
be made if they are eligible contributions in accordance with the Revenve Rules.

{4 15T ON 1450 Wd8G:¥ £00C T8 AWN
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AS REPRESENTED BY THE GANADIAN AIRLINE DISPATCHERS ASSOCIATION,

buuiudb

PENSION PLAN FOR DISPATCH EMPLOYEES,

January, 1992

‘4 1G0 ON

OF CANADIAN ATRUINES INTERNATIONAL LTD.

(Effective January 1, 1988,
Amended and Restated Jarfuary 1, 1991)
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Pension Plan for Dispacch Employees,

As Represented by CALDA, of
Canadian Airlines International Led. Page 13 - 1
ARTICLE 13
EFUND
1301  Fund

(a)  The benefis provided under the Plan shall be payable from a Fund
established for the purposes-of the Plan under which all contributons and
investment carnings are held to pay such benefits.

(b)  The Company shall be responsible for the selection of the Trustees and the
Custodians. The Fund or a portion thereof shall be maintained and
administered by the Trustees and/or Custodians in accordance with the
terms of & Trust Agreement and/or Custodial Agreement entered into
between the Company and the Trustees and/or Custodians. The Company
and the Trustees and/or Custodians may agree to amend the form and the
terms of the Trust Agreement and/or Custodial Agreement at any tme.
The Company may further appoint organizations licensed w provide
investment management services to manage the investment of any portion
of the Fuad. The Company may replacc any Trustes, Custodian or
investment manager at any Hme, in accordance with the terms of any
applicable agreement or contract. The Company may establish and maintain
a master trust consisting of the assers of the Plan and the assets of other
regiseered pension plans sponsored by the Company.

(c)  Subject to the Applicable Pension Laws, the benefits provided under the
Plan and payable hercunder shall only be paid to the extent that they are
provided for by the assers held under the Fund, and no liability or
obligation to make any contributions thereto or otherwise shall be imposed
upon the Company other than in accordance with Secton 12.0L.

157 0N 1480 WBGT 00777 Avw!
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TO THE
PENSION PLAN FOR CABIN PERSONNEL, ¢ "
AS REPRESENTED BY THE 0 0 q
CANADIAN UNION OF PUBLIC EMPLOYEES,
OF CANADIAN AIRLINES INTERNATIONAL LTD,

The text of the Pension Plan for Cabin Personnel, as Represented by the Canadian Union of
Public Employees, of Canadman Airlines International Lid. is hereby amended, effective
Japuary 1, 1992, as follows:

P

ARTICLE 1 - INTRODUCTION

Delete Section 1.02 and substitute therefor the following:

1,02 The purpose of the Plan is to provide certin lifetime retirement and related benefits
for eligible Employees of the Company who become Members of the Plan on or after

the Effective Date.
ARTI 2 - CON. 8] N, INTERPRETATION AND D OMS
pm|°
Delete Section 2.21 and substirute therefor the following: P

2.21 'Earnings" means regular salary or wages including oveffime, onboard commissions,
general holiday pay, vacation pay and. shift differentials, but exchuding all other
allowances, paid to the Member Wthc Company or a Former Company.

-

-

//
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. Amendmeot No. 2
Pension Plan for Cabin Persounel Page 12

If the amount to be transferred exceeds the maximum transferrable amount
determined in accordance with this paragraph (b), the excess shall be paid to
the Member in cash or remain in the Fund ro provide a retirement income to
the Member in accardance with the Applicable Pension Laws and as permirred
under the Revenue Rules.

ﬁ(m o (e AN 0kAR, iy b ariay

ARTICLE 12 - COMPANY CONTRIBUTIONS

Delete Section 12.01 and substiture therefor the following:

et
12.01 Company Contributions

The Company shall contribute o the Fund from time o time such amouats as may
be adequate to enable the Fund in accordance with such tests and standards for
solvency as are prescribed by the Applicable Pension Laws to provide for payment of
all benefits required to be paid under the terms of the Plan. Notwithstanding ﬂ:u:?
foregoing, coutributions made to the Plan on or after January 1, 1991 by the l
Company shall only be made if they are eligible contributions in accordance with theJl
Revenue Rules.

Delere Section 12.02 and subsurute therefor the following:

12.02 Excess Contdbutions \//'

Subject to the Applicable Pension Laws, any amount which the Company contributed
to the Fund, or a portion thereof, which was conmibuted in accordance with the
last-filed cost certificate and such Company contribution pursuant to the Applicable
Pension Laws was subsequently discovered to be non-permissible or non-tax-deductible,
pursuant to the Revenue Rules, based on the cost certificate of the next acruarial
valuation, may, to the extent allowed by and subject o any conditions or approval
procedures under the Applicable Pension Laws and the Revenue Rules, be retuzned to

¢bod 100N 1480 Wd6G+ ¥ EOOC L0 "AVA
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Amendment No. 4

Tension Plan for Filots Page 3
ARTICLE III - CON TRIBUT IONS

Delete Sccton 2 of Armricle III and substitute therefor the following:

2. Company Contributdons

The Company shall contribute to the Plan such amounts as recommended by the
Actuary to properly find the benefits under the Plan. Curent service benefits shall be
funded and any initial unfanded liabilities and solvency deficiencics shall be amortized
in accordance with the A::t. b

The company recognizes its respousibility to guarancee the pension benefits, as defined
in Article VI, which have accrued to Members, Disabled Membdu,s) Inactive Members
and Pensioners. Should the Actuary at any tme advise that the level of conibutions
w the Plan is not adequare to provide the benefics defined by the Plan, the Company
contibutions will be increased to the exent pecess2ry €O fund the Plan in a manner
accepuble to the regulatory authorities and in accordance with accepted acruarial

pracuices.
Notwithstanding the foregoing the following shall apply:

()  Company contribatons shall not be less than the amounts required pursuant
w the Act.

(b)  Company contibutions made to the Plan on or after Janvary 1, 1991 shall W
only be made if they are eligible contributons in accordance with the Income
Tax Act.

Company contributions shall be remitted fo the Fund in equal installments not less
frequendy than guarterly, and not later than 30 days after the end of the quarter in
respect of which an amount is paid.

£
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AMENDMENT NO. 6 ﬂ
DT ~ AP

PENSION PLAN FOR PILOTS, W v

AS REPRESENTED BY THE
CANADIAN AIR LINE PILOTS ASSOCIATION, w

OF IAN TIONAL L.TD. 0 % q (:“

The text of the Pension Plan for Pilots, as Represented by the Canadian Air Line Pilots
Association, of Camadian Airlines Invernational Ltd. is hereby amended, cffective
Januvary 1, 1994, as follows:

TICLE I - DE ONS
Delete the definition of Continuous Service and substiruts thercfor the following:

"Continuous Service” means the period of an Employee’s continuous employment as a Pilot
with the Company and a Former Company, and in respect of a Member who became a
menmnber of a Former Plan prior to becoming a Pilot the period of such Employes’s continuous
employmeat with the Company and a Fopmer Company, effective from his Service Date,
subject to Articte IV, and, for purpases of Section 3 of Article IV, such Employee’s continuous
employment with the Company and a Former Company prior to his Service Date as agreed
to by the Company and the Association.

Add the following paagraph as paragraph (iii) of the definition of Credited Interest:

(i) in rcspect of Member contributions made for purposes of Section 3 of Axticle IV, the
rate that is used to determine the cost factors shown in the table in such Section 3 of
Article IV.

ﬁﬁ\

|57 0N 1150

Nd6G:p EGOL 20 AV



1

. UUL
P'yreers = e —o

» g

AMENDMENT NO. § 9) p
TO THE —2 Gy
PENSJON PLAN FOR
TECHNICAL SERVICES AND CLERICAL EMPLOYEES,
AS REPRESENTED BY THE INTERNATIONAL ASSOCIATION OF
MACHINISTS AND AEROSPACE WORKERS,
QF CANADIAN S INTERNATIONAL LTD.

The text of the Peosion Plan for Technical Sexvices and Clerical Employees, as Represented
by the Intcmarional Association of Machinists and Acmspace Workers, of Canadian Airlincs
Interpatonal Ltd. is hereby amended, effective Ianuary 1, 1992, as follows: '\}})

] _'_, &C,Fr,

Pl

ARTICLE 1 - INTRODUCTION

I

Delete Section 1.02 and substitute thercfor the following:
v

1.02 The pucpose of the Plan is w provide certain lifetime retirement and related benefies
for eligible Employees of the Company who become Members of the Plan on or after
the Effecdve Date.

LE 2 - CONSTRUCTIO RP ON D ONS

. | . "
Delete Scetion 2.23 and substitute therefor the following: A \

2.23 T Farnings” means regular salary or wages including gc:mEngE pay, paid leave of
absence, vacation pay, shift differenals, license yyTaup pay and longevicy pay, but

excluding overtime and 2l special allowatices, paid to the Member by the Company or
a Former Company.

-~

-

L
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£ Amendment No. 5
Pension Plan for Technical Services and Clerical Employees Page 12

If the amount to be transferred exceeds the maximum transferrable amount
determined in accordance with this paragraph (b), the excess shall be paid o
the Member in cash or remain in the Fund to provide a retirement income to
the Member in accordance with the Applicable Pension Laws and as permitted

under the Revenne Rules.
ARTICLE 12 - COMPANY CONTRIBUTIONS

Delete Section 12.01 and substitute cherefor, the following:

12.01 Company Contributions _ '’ |~

The Company shall contribute to the Fund such amounts as are recommended by the
Actuary to properly fund the benefits under the Plan. The Company shall conaibute
such amounts as are necessary to provide for the benefits accruing in thar year and
fund any unfunded liability and any solvency deficiency in accordance with the
Applicable Pension Laws. Conapany contributions shall be remitted to the Fund on
a quarterly basis within 30 days after the end of each calendar quarter. The liabiliy of
the Company at any time shall be limited to such contributions as are required at that
time in aceordance with the Applicable Pension Laws. Notwithstanding the foregoing,
contributions made to the Plan on or after January 1, 1991 by the Company shallonly y V™
be made if they are ¢ligible contributions in accordance with the Revenue Rules.

Delete Section 12.02 and substitute therefor the following:
12.02 Exress Contributions P
Subject to the Applicable Pension Laws, any amount which the Company contibuted
to the Fund, or a portion thereof, which was contributed in accordance with the

last-filed cost certificate and such Company contribution pursuant to the Applicable
Pension Laws was subsequently discovered ro be non-permissible or non-tax-deductible,
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Air Canada
Pension Plan - Pilots

Effective January 1, 1998

Including modifications required under Section 26.04
of the 1998 collective agreement

i

CERTIFIED to be a true and complete copy of the text of the Air Canada Pension
Flan - Pilots

éﬁf‘lh\r((ﬂ

Date Signature
Vice Presideni und Corporate Secrelary
Vice-président et secréiaire général
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Contributions under Section 4.1 2) shall be made by a Member until the end
of the pay period in which his 35th year of Allowable Service is completed or
until his date of retirement, death or Termination of Employment, whichever

first occurs.

The Company shall ensure that the funding of the Plan at all times meets the
standards for solvency prescribed under the AcL -

No conuibution shall be made by the Company to the Trust Fund, in
accordance with this paragraph unless it is an eligible contribution as defined
by the Income Tax Act and is permined by the Income Tax ACT

-15-
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( jection 14 - Administration of the Plan

141 For purposes of the Act, the Company is the Administrator of the Plan.

142 Atthe direction of the Company, the Actuary shall make a valuation of the
assets and liabilities of the Plan not less frequently than every third Year or as
may be required under the ACL

143 The investments of the Trust Fund shall be made in accordance with the Act
and Regulations, thereunder.

144 &) An Employee whe becomes 2 Member of either the Air Canada
Executive Pension Plan or the Air Canada Pension Plan, as applicable,
except for an Ernpioyee who is Grounded and accepts other
employment with the Company under Section 5.4 ¢) shall have the
value of all benefits accrued to him in this Plan as of the date of joining
elther the Air Canada Executive Pension Plan or the Air Canada Pension
Plan, as applicable, transferred to either the Air Canada Executive
Pension Plan or to the Air Canada Pension Plan, as applicable, as
determined by the Company on the advice of the Actuary.

b) An Employee who is Grounded and becomes a Member of the Air
Canada Pension Plan as a result of accepling other employment with the
Company under Section 5.4 ¢) shall retin all benefits accrued 1o him in
this Plan as of the date of joining the Air Canada Pension Plan, as
applicable.

145 The Company may exercise all the powers granted to it under the Trust
Agreement including the power 10 appoint a successor Trustee and the power
10 2ppoint an Investment Counsel as provided in said agreement.

-52 -
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PENSION PLAN FOR MANAGEMENT EMPLOYEES
OF CANAD S INTERNATIO

(Restated effective January 1, 1988)

May 1992
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Pension Plan for Management Employees
of Canadian Aixlines Inrernational Led. Page 12-1

—— . p——

TICLE 12 .!
CO 0 ONS

12.01 Company Coptributions

the liability of the Company at any siffie shall be liniited to such contributions as are
required ac thar time in accorddnce with the licable Pension Laws. -
9 ﬂﬂﬂ'ﬂfm: wntll Le sl sl
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Subject to the Applicable Pension Laws, any actuarial surplus as determined by the
Actuary, or a portion thereof, may, at the discretion of the Company, be used to
reduce the Company contributions otherwise required under the Plan or may, to the
extent allowed by and subject to any conditions or approval procedures under the
Applicable Pension Laws and the Revenue Rules, be returned to the Company.

ﬁi‘:\:.:‘-_".h'-'-m- O

12.03 Excess Contributions O b

Subject to the Applicable Pension Laws, any amount which
to the Fund, or a portion thereof, which is not
contributed in error, as determined by the

mpany contributed '
under the Plan or was
pany, or was contribured in accordance

-~
-
”

a subsequent actuarial yaliation, may, to the extent allowed by and subject to any
conditions or approval procedures under the Applicable Pension Laws and the Revenue
Rules, ber€rurned o the Company.

. i
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(d)

Pension Plan for Management Employees
of Canadian Airlines International Ld. Page 13- 1

ARTICLE 13
EUND

The benefits provided under the Plan shall be payable from a Funad established
for the purposes of the Plan ander which all contibutions and investment
camnings are held to pay such benefits.

The Gompasty shall be respansible for die sclection of the Funding Agencies.
The Fund or & porton dmeqf’ shall be maincined and administered by a
Funding Agency in accordance with the terms of a Funding Agreement entered
nto between the Company and the Funding Agency. The Company and the
Fundipg Agency may agres © amend the form and the tecms of the Funding
Agreement at any dme. The Company may further appoint organizations
licensed to provide investment pianagement scrvices to manage the investment
of any portion of the Fund. The Company may replace any Funding Agency
or jnvestment manager at any tme, in accordance with the terms of azy
applicable agreemeat oF contract, The Compaoy may establish and maincain
a master trust consisting of the assets of the Plan and the assets of cther

registered pension plans sponsored by the Company.

Subject to the Applicable Pension Laws, the bepefirs provided under the Plan
and payable herennder shall only be paid to the extent that they are provided
for by the assers held ander the Fund, and no Liability or obligation to make
any contributions theeto of otherwise shall be imposed upon 2 Funding
Agency or the Company other thap in accordance with Section 12.01.

The investment of the Fund shall be made in accordance with the Applicable
Pension Laws and the Revenue Rules and so as not to subject the Fund 10
income tax liabilicy.

d10:5
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AMENDMENT NO. 3 eV |14 |
TO THE v ek ,
PENSION PLAN FOR MANAGEMENT EMPLOYEES OF
____CANADIAN AIRLINES INTERNATIONAL LTD.

The text of the Pension Plan for Management Employees of Camadian Airlines
International Ltd, is bereby amended, effective Jarnary 1, 1992, as follows: )

@C}p/{’

ARTICLE 1 - INTRODUCTION

Delere Section 1.02 and substituce therefor the following: .

102  The purpase of the Plan is to provide certain lifetime retirement and related benefits
for cligible Employees of the Company who become Mémbers of the Plan on or after
the Effective Date.

AR 2 - CONS CTION, INTERP ON AND DEFINITIONS

Delere Section 2.20 and substitute therefor the following:

220 (a) I Earnings" means basc salary or wages including holiday pay and vacation pay,
but excloding overtime and other special allowances, as determined by the

Company, paid to the Member by the Company, an Associare Company or a
Former Company,

(b)  Inche case of a Member whose Disability commences on of after July 1, 1989, L g Y
the Member shall be deemed to have received Earnings, during his pesiod of .
Disabilicy, at a rate cqual to that in effect when the Disability first commenced. :

()  In respect of a Part-time Employes, Earnings shall be the actual or deenmed
earnings as described above, divided by the Part-time Service Factor.
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Amendment Ne. 3
Pepsion Plan for Management Employees Page 15

TICLE 12 - COMPANY CO UTIONS

Delete Section 12.01 and substitute therefor the following:

12,01

Company Conrribugions

Based on the amounts estimated by the Actuary and subject o Section 12.02, the
Company shall conribute to the Fund, on a quarterty basis within 30 days after the
end of each calendar quarter, such amounts as are necessary to provide for the benefits
accruing in that year and o fund any unfunded liability and any solvency deficiency in
accordance with the Applicable Pension Laws. Subject to the Applicable Pension Laws,
the liability of the Company at any time shall be limited to such. contributions as are
required at that tme in accordance with the Applicable Pension Laws.
Notwithstanding the foregoing, contribudons made to the Plan on or after

January 1, 1991, by the Company shall only be made if they are eligible contributions
in accordance with the Revenue Rules.

Delete Section 12.03 and substitute therefor the following:

12.03

vl

Excess Contributions

Subject to the Applicable Pension Laws, any amount which the Company contribated
to the Fund, or a porton dncreoﬁwhichisnotrequiredundexthel’lan or was
conributed in error, as determined by the Company, or Was contributed in accordance
with the last-filed cost certificate which was superseded by a cost certificate based on
a subsequent acraarial valuaton, may, to the extent allowed by and subject o any
conditions or approval procedures under the Applicable Pension Laws and the Revenue
Rules, be retuned to the Company. In the event that the Company makes 2
contributon to the Fund which would cause the Plan’s registration 1 be revncablc
under the Income Tax Act then, subject to any conditions and approval procedm'es
under Applicable Pension Laws, such contribution shall be returned to the Company.:

\

Guouw il
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AMENDMENT NO. 4 20, a4
TO THE i
PENSION PLAN FOR CAW MEMBERS EMPLOYED BY
CANAD s ONAL LTD. [P
Q‘wﬂ’ &

The text of the Pension Plan for CAW Members Employed by Canadian Airlines
Incernational Lod. is hereby amended, effective Jamury 1, 1992, as follows:

ARTICLE 1 - INTRODUCTION
Delete Section 1.02 and substitute therefor the following:

1.02 The purpose of the Plan is to provide certain lifetime retirement and related benefis
for eligible Employees of the Company who become Members of the Plan on or after
the Effective Date.

Delete Section 1.03 and substitute therefor the following;

1.03 The plan shall be applicable wo eligible Employees who are in the active employ of the
Company, or who are on a leave of absence, on and after January 1, 1988 and who
become Members of the Plan. A Member who is on Disability on Jaouary 1, 1988
shall contime to accumulate benefits in accordance with the rerms of the applicable
Former Plan as were in effect on December 31, 1987, Benefits in respect of former
members and pensioners whose employment ceased prior to the Effective Date shall
be determined in accordance with the terms of the applicable Former Plen ar the time
of such cessation of employment. Employees who were members of Former Plan C
on the Effective Date were eligible to clect to remain subject the terms of Former

Plan C pursuant o paragraph 3.02(a). No mesabers of Former Plan C clected 10 "
remain subject to the terms of Former Plan C.

140 ON 1450 Wal0:9 £00C TC AN
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Amendment No. 4
Pension Plan for CAW Members Page 12

ARTICLE 12 - COMPANY CONTRIBUTIONS

Delete Section 12.01 and substinute therefor the following:

12.01 Company Contributions

The Company shall contribute to the Fund such amounts as are recommended by the
Actwary to properly fund the benefits under the Plan, The Company shall coneribute
such amounts as are necessary to provide for the benefits accruing in that year and t
fund any unfunded liability and any solvency‘ deficiency in accordance with the
Applicable Pension Laws. Company'conuibuﬁons shall be remitted to the Fund on
a quarterly basis within 30 days after the end of each calendar quarter. The liability of
the Company at any time shall be limited to such conexibutions as are required at that
fimne in accordance with the Applicable Pension Laws. Notwithstanding the foregoing, n—”“)
contibutions made 1o the Plan on or after January 1, 1991 by the Company shall only
be made if they are eligible conmibutions in accordance with the Revenue Ruies.

Delete Section 12.02 aad substitute therefor the following:

12.02 Excess Connibutions L

(A

Subject to the Applicable Pension Laws, any amount which the Company contributed o
10 the Eund, ot a portion thereof, which was contributed in accordance with the
last-filed cost certificate and sach Company contribution pursuant to the Applicable RN
Pension Laws was subsequently discovered to be non-permissible or non-tax-deductible, '
pumnnttomcRcvenueRulﬁ,bmsedonthecas:cerdﬁcamofdmnmmuarial
valwation, may, to the extent allowed by and subject 1o any conditions or approval
procedures under the Applicable Peosion Laws and the Revenue Rules, be returned to
the Company. In the cvent thar the Company makes a contribution o the Fund ,.,.U"J
which would cause the Plan's registration to be revocable under the Income Tax Act
then, subject to any conditions and approval procedures under the Applicable Pension
Laws, such contribution shall be recurned to the Company.
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PENSION PLAN EOR COMMUNICATION EMPLOYEES, .
AS REPRESENTED BY THE TRANSPORTATION COMMUNICATIONS UNION,
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(Effectve January 1, i988)
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PRERE
Pension Plan for Communication Employess,
as Represented by TCU, of
Canadian Airfines International Ltd. Page 13 -1

ARTICLE 13
EUND

(8)  The benefits provided under the Plan shall be payable from a Fund
established for the purposes of' the Plan under which all contributons and
investment earnings are held to pay such benefits.

(b)  The Company shall be responsible for the selection of dic Trustees and the
Custodians. The Fund or a portion thereof shall be maintained and
administered by the Trustees andjor Custodians in accordance with the
terms of a Trust Agreement and/or Custodial Agreement entered into
berween the Company and the Trustees and/or Custodians. The Company
and the Trustees and/or Custodians may agres to amend the form and the
terms of the Trust Agreement and/or Custodial Agreement at any time.
The Compapy may Further appoint organizations licensed to provide
investment manzgement services o manage the investment of any portion
of the Fund, The Company may replace any Trustee, Custodtan or
ipvestment managet at any time, in accordance with the terms of any
applicable agreement or contract. The Company may establish and
maintain a master truse consisting of the assets of the Plan and the assets

. of other registered pension plans sponsored by the Company.

(c)  Subject to the Applicable Pension Laws, the benefits provided under the
Plan and payable hereunder shall only be paid w the extent that they are
provided for by the asscts held under the Fund, and no liability or
obligation to make any contributions thereto or otherwise shall be imposed
upon the Company other than in accordance with Section 12.01.

1G{ ON 1450 Wdt0:9 €00T 0 AVR__
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Air Canada

Executive Pension Plan

, hey, fy this to be a frue andcompl copy of the Air Canada Pension Plan.

NW"M{/% ) . l[ax.ﬂ/a«uw

Date Signature
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Section 4 - Contributions

4.1

4.2

4.3

0f 4

a) Members shall not be required to make any contribution to the plan except
in respect of any deficiency created by any period mentioned in any
paragraph of section 3.1.

b) A member may be required to make contributions in respect of any
deficiency created by any period of allowable service mentioned in a
paragraph of Section 3, subject to such conditions as may be stipulated by
the Company. Such contributions shall not exceed the amount reasonably /
necessary to fund the benefits. If in the case of a member’s retirement,
death or termination of empl_oymeﬁt any such deficiency remains unpaid,
in whole or in part, the annual pension credited to the member on such a
date shall be reduced by an amount equal to the amount of pension whose
commuted value equals the amount of‘unpaid deficiency or in such other
manner as may be determined by the Company on the advice of the
actuary.

The Company shall remit to the trust fund any member contributions not later
than 30 days after the end of the month in respect of which such contributions
were deducted from pay or otherwise paid directly.

The Company shall ensure that the funding of the plan at all times meats the
standards for solvency prescribed under the Act.

No contribution shall be made by the Company to the Trust fund, in accordance
with this paragraph unless it is an eligible contribution as defined by the Income
Tax Act and i3 permitted by the Income Tax Act.

-11 -
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Amendment No. 3
Pension Plan for Executives Page 13

ARTICLE 12 - COMPANY CONTRIBUTIONS

Delere Section 12,01 and substiture therefor the following:

12.01 Company Contribucions e

Based on the amounts esrimated by the Acraary and subject to Section 12.02, dhe
Company shall contribute to the Fund, on 2 quartecly basis within 30 days afer the
end of each calendar quarter, such AMOUNIE as are necessary to provide for the benefits
accrving in that year and o fund any unfiinded liability and any solvency deficiency in
accordance with the Applicable Pension Laws. Subject to the Applicable Pension Laws,
the liability of the Company at any time shall be limired o such contributions as are
required at that tme in accordance with the Applicable Pension ILaws.
Norwithstanding the foregoing, contibutons made o the Plan on or aftcr> J
January 1, 1991 by the Company shall only be made if they are eligible contributions

in accordance with the Revenue Rules.

Delete Section 12.03 and substirure therefor the following:

12.03 Excess Contributions
"
Subject to the Applicable Pension Laws, any amount which the Company contribuced
totthund,orapon:ionthereof, which is not required under the Plan or as
conibuted in error, as determined by the Company, or was contributed in acoordance
with the last-filed cost certificate which was superseded by a cost certificate based on
a subsequent actuarial vahwtion, may, to the extent allowed by and subject to any
conditions or approval procedures under the Applicable Pension Laws and the Revenue
R.ulcs,bcmmmodmthc()ompany. Inthccventd:atthc(?ompanymakaa
contribution to the Fund which would cause the Plan’s registeation to be revocable
vnder the Income Tax Act then, subject to any conditions and approval procedures
vnder the Applicable Pension Laws, such contribution shall be returned 1o the
Company.
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Pension Plan for Executives of
Canadian Airlines Ynternational Led. Page 13- 1
ARTICYFE 13
EUND
13.01 Fund

(a) The benefis provided under the Pfan shall be payable from a Fund
established for the purbnses of the Plan under which all contributions and
investment earnings are held ro pay such benefits.

(b) TheCompany shall be resporisible for the selecrion of the Funding Agencies.
The Fund or a portion thereof shall be maintained and admiaistered by 2
Funding Agency in accordance with the terms of 2 Funding Agreement
entered into berween the Company and the Funding Agency. The
Company and a Funding Agency may agree to amend the form and the
terms of the Funding Agreement at any tme. The Company may further
appoint organizations licensed o provide investment ManagemMent services
to manage the investment of any portion of the Fund. The Company rmay
replace any Funding Agency or investment manager at any time, in
accordance with the terms of any applicable agreement oF Contract The
Company may establish and sraintain a master rust consisting of the assct
of the Plan and the assets of other registered pension plans sponsored by the

Company.

() Subject o the Applicable Pension Laws, the benefits provided under the
Plan and payable hereunder shall only be paid to the extent that they are
provided for by the assets held under the Fund, and no liability ox
obligation to make any contributions thereto or otherwise shall be imposed
upon a Funding Agency or the Company other than in accordance with
Section 12.01.
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PENSION PLAN FOR

TECHNICAL SERVICES AND CLERICAL EMPLOYEES,
AS REPRESENTED BY THE INTERNATIONAL ASSOCIATION OF
MACHINISTS AND AEROSPACE WORKERS,

OF CANADIAN ATRT.INES INTERNATIONAL LTD.

(Effective January 1, 1988)

December, 1991
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Pension Plan for Technical Services and ook d 2
Clerica} Employees, as Represented by IAM & AW,

of Capadian Aitlines Intemational Lud. Page 13 - )
ARTICLE 13
EUND
13.01 Fund

(a)  The benefis provided under the Plan shall be payable from a Fund
established for the purposes of the Plan under which all conuibutions and
investment earnings are held to pay such benefits.

(b)  The Company shall be responsible for the selection of the Trustees and the
Custodians, "The Fund or a portion thereof shall be mainmined and
adminisrered by the Trustees and/or Custodians in accordance with the
terms of a Trust Agreement and;"or Custodial Agreement entered into

| berween the Company and the Trustees and/or Custodians, The Company

and the Trustees and/or Custodians may agree to amend the form and the

[ terms of the Trust Agreement and/or Custodial Agreement at any time,
The Company may further appoint organizations licensed to provide
I investment management sérvices to manage the investment of any portion
of the Fund. The Company may replace any Trustee, Custodian or
u investment manager at any time, in accordance with the rerms of any

applicable agreement or contract, The Company may establish and
|ﬂ maincain a master trust consisting of the assets of the Plan and the assets

of other registered pension plans sponsored by the Company.

(c)  Subject to the Applicable Pension Laws, the benefits provided under the
Plan and payable hereunder shall only be paid to the extent that they are
provided for by the assets held under che Fund, and no labilicy or
obligation to make any contributions thersto or otherwise shall be imposed
upon the Company other than in accordance with Section 12.01.
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Pension Plan for Technical Services and
Clerical Employees, as Represented by IAM & AW,
of Canadian Aitlines International Lrd. Page 13 -2

(d) The investment of the Fund shall be made in accordance with the
Applicable Pension Laws and the Revenue Rules and so as not to subject
the Fund to income tax liability.

(¢)  Fees of the Trustee, fees of the Custodian, fees of an investment marager,
investment brokerage, transfer tages and similar costs property or lawfully
arising as a result of the making of investments, sale of assets or realization
of investonent yield, and the expenses reasonably incurred or compensarion
properly paid in the course of the administration of the Plan, shall be paid
by the Company in cash or frém the Fund, as detcrmined by the
Company. T

Clag n the Fund

I

No Member or any person claiming through him, by virtue of any provision of
the 'Plan, shall have any right to, or any interest in, any part of the Fund except
to the extent provided from time to time under the Plan and the Trust Agreement,
and any Member or other person having any claim through him shall have
recourse solely t the Fund for payment of any benefits hereunder. Under no
circumstances shall any liability awach to the Company, the members of the
Pension Communication Committes, the Trustees, the Custodians or the
investment managers, or any director, officer or employec of the Company for
payment of any benefits or claims hereunder, except for their own wilful and

intentional malfeasance or misconduct.

ys1i3

P

ey e, die a2
o h

s 07T RS g0 1w o



MAY. 22,2003 5:08PM 0 S F I NO.252 P 2
l & I Qffice of the Supenntendan Bureay du Burimtandant
" : of Financial insniulions Canada  des institulons lirancigéres Canaga
J gk ghd, duytyd
KA DMWY ulmz U LY —l- U
www.oshi-bsif.gc.ca

VIA FACSIMILE: (514) 422-5609 PROTECTED B

Our Files: P5100-A1-1

A58, A190, C58, C24], C248

C249, C250, C251, C286

Mareh 21, 2003 This ig Exhibit .:%-i-....:efﬂrred to in the
AirCamada  sidavr of AR Al s
c/o Ms Susan Welscheid " swom befora Me, his L2 e
Vice-President - People 20073
Centre Air Canada 1260 R
P.O. Box 14000, Station Airport. A
Dorval, Quebec AFFIDAVITS
H4Y 1H4
Dear Ms Welscheid:

Subject: Temporary Direction of Compliance
Alfr Canada and Canadian Airlines International Ltd,
Pension Plans (the Plans)
Pension Benefits Standards Act, 1985 (PBSA)

Pursuant to subsections 11(1),(2) and (4) of the PBSA, please find enclosed a Temporary
Direction which is effective today,

Yours truly,

{pronn

ohn Doran
Assistant Superintendent

te: Mr. Rob Peterson, Air Canada, by fax 514-422-5609

1+k

Canada
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PROTECTED B

TEMPORARY DIRECTION

RE: Air Canada Pension Plan
Air Canada Executive Pension Plan;
Alr Canada Pension Plan Pilots;
Pension Plan for Technica] Services and Clerical Employees;

Pension Plan for CAW Members Employved by Canadian Airlines International Ltd.:
Pension Plan for Management Employees of Canadian Ajrlines International Ltd:
Pension Plan for Cabin Personnel;

Pension Plan for Pilots of Canadian Airlines International Ltd;

Pension Plan for Executives of CAIL; and
Pension Plan for Dispatch Employees

(Hereinafter referred to as “Plans")

Air Canada, the employer, has and is continuing to take contribution holidays in respect of
its Plans although the plans currently have significant selvency deficits. In addition, Air Canada,
as administrator of the Flans, is not ensuring the adequate funding of the Plans in accordance with
the terms of the Plan. I am therefore of the cpinion thar the Plans are not being administersd in
accordance with the Pension Benefits Standards Act, 1985 (“PBSA, 1985™), its regulations or the
Plans. In addition, I am of the opinion that by taking contribution holidays, Air Canada is
committing or is about to commit or pursue an act or course of conduct that is contrary to safe or
sound financial or business practices in respect of the Plans. The Office of the Superimendent of
Financial Instirutions ("OSFI") has informed Air Canada of its views as evidenced by its letter to
Air Canada dated March 10, 2003 and relephone conversations between representatives of QSFI
and Air Canada,

Accordingly, pursuant to subsections 11(1), (2) and (4) of the PBSA, in order 1o remedy
this situation, I direct that, in relation to each of its Plans, Ajr Canada cease taking contribution
holidays beginning immediately and remit to each pension fund the comributions representing the
normal cost of Air Canada to the pension funds, including contributions for the 2002 plan year.
The 2002 contributions and any conuibution holidavs that may have been taken to date in 2003
should be remitted immediately to each pension fund.

Canada
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2.

Subject ta the following, this Temporary Direction is effeetive immediately and wij] remain
in effect uniil April 4, 2003.

Unless this Temporary Direction is revoked, this Direction shal continue in effact after
April 4, 2003 if no Tepresentations are made 1o e or, if such representations having bean made, |
notify you that I am nor satisfied that thera are sufficient grounds for revoking this Direction, If
you wish 1o make representations, pleass do sq in writing delivered Prior to the close of business
on April 4, 2003, at our Ottawa offics, The address i ag follows:

Office of the Superintendent of F inancial Institutions
13th Floor

255 Albert Street

Ottawa, Ontaro

KiA 0R?

Directions issued pursuant 1o subsections ) (1), (2) and (4) are subject 1o court enforeement
under the provisions of section 33.1 of the PBSA, 1985, 15 addition, non-compliance of a direction

is an offance pursuant 1o section 38 of the PBS4, 1985 A copy of these provisions of the Actis
attached for your convenienge.

Dated at Torouto, Ontario this 24 *day of Macck 2003,

Ao

John Dorap
tStant Superintendent, Supervision

At
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To: Alr Canada

Attention:  John Baker o )
Senjor Vice-President and General Counsel

Re: Temporary Direction

Further the Temporary Direction that I {ssued on March 21, 2003, I wish to conbrm
that Air Cinada has vntil April 4, 2003 to make representations to we concerning
this Temporary Direction. Based on representations made I may chooss to revolce
“ the Temporary Direction. Asa result, although the Temporary Direction is in .

enforcement proceedings will be commenced to require 4v. immediate payment of
the required amount prior to the close of business on April 4, 2003.

Yours truly,

£ Qorroman

John Doran

Assistant Superintendent,

Supervision Sector 3

Office of the Superintendent of Financial Institutions

L]

Canada
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Air Canade ' I
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C.P. 14000, Station Alrport ’
Dorval, Québec
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i
]

Dear Mr. Rovinescu:

RE: Afr Capada Pension Plan;
Air Canada Executive Pension Flan;
Air Canadae Pension Flan Pilots;
Pension Flav for Technical Services and Clerical Employres;

Pension Plan for CAW Members Employed by Canadian Airlines Juternational Ltd.;
Pension Plan for Management Employees of Canadian Airlines International Lid;
Pension Plan for Cahin Personnel;

Penision Plan for Pilots of Canadian Alrlines International Lid;

Pension Plan for Executives of CAJL:

Pension Plan for Dispatch Employees
(Hereinafter referred to as *Plans™)

Pursuans o subsection. 11(5) of the Pension Benzfils Standards Act, 1985 (“FBSA,
19857), this is to notify you that in light of the filmg for creditor protection under the
Companies” Creditors Arrangement Act ("CCAA™) on April 1, 2003, T amn not satisfied that
there are sufficient grounds at this time for revoking the direction that was issued on March 21,
2003. In order 1o revoke the direction we require confirmation in written form that your finat
proposal discussed in the early hours of April 1, 2003 has been put in place as evidenced by 2
court order nnder CCAA proceedings.

. As we lmve discussed, The Office of the Superintendent of Fipsncial Institutions (*OSF1") is
open. and willing to discuss with you any proposals for the restructuring of the Plans under the
CCAA proce=dings. In light of the recend events we would ask you to consider what masters
discusscd on March- 33, aod Apri] 1, 2003 related 1o the restructuring of the plans should be
included in any proposals for the restructuring of the plans in CCAA. We would encourage Air

Canadi



. MAY. 22-20-031' _B_JOPMﬂ—,-“O S F I NO. 25273 FP.---?/UOZ

R bouity
.("
-2- .
Canada 1o discusy axy proposals with OSF] prior 1o thosc proposals being submitted, to the
Coprt.

With r=spect w the date of filing of the valuation reports as addressed jn, our letter of
March 21 2003, we are of the view that the date referred to in, the letter continuey to remain jo

plece pending furtber discussions with our office,

¢

We are availahle to discuss these matters farther.

Yours truly,

Jobn Doran
Axsistant Superintendeng
Supervision
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April 3, 2003
BY TELECOPIER. (416) 873 1168

John Doran .

Assistant Superintandent

Supervision

Office of the Superintendent of .
Financial Instifutions Canada .

121 King Street West ‘

Toronto, Ontario

M5H 3T8 '

Dear Mr. Doran:

1 am writing in responsec ta your letter to Calin Rovinescu dated April 2, 2003, As indicated in the fling
paterial, it Is intended that propesals e made to the Court on April 22, 2003 respecting inter aliz the
OSFI discussions. The details of the proposal discussed in the early hours of April 1, 2003 were never
ratified by our Board of Direstors in light of the filing.

As you know, in the current envivonment, the Company does pot have unilateral discretion to reach
agreement ¢0 BNY material matter requiring expenditure of funds and thevefore we will need to consult

with other stakeholders regarding any arrangement that may be proposed to the Court.

I expect that we should organize 8 meeting as carly a3 next waek to revicw the altematives availsbls both
with respect to the issue of contributions to the Pension Plans as well as proposals far the restructaring of
the Pensiom Plans mder the CCAA proceedings.

In addition, you will appreciate that these discussions are without prejudice to the Company’s right to
contest the legitimacy of the Direetion of Compliance dated Marah 21, 2003,

Please direet all fubmre ¢correspondence 1o me.

Yours truly,

i
W / ;7 M CENTRE AIR CANADA 1275
CP, 14 D00, Succ Alropaut

Dorval QG H4Y 1H4

John M. Baker TelLTds (14} 1227275
Faw/TiWe [S14) A224047
Jar fehnbakerisinesnndaca
shesnadaca

s —
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April 23, 2003
VIA FACSIMILE; (514) 422-5609

Ms, Susan Welscheid

Vice President — People

Centre Air Canada 1260

C.P. 14000 .
Succursale Aéroport

Dorval (Québec)

H4Y 1H4

Dear Ms. Welscheid:

Subject:  Air Canada Pension Plans
Pension Bengfits Standards Act, 1985 (PBSA)
Pension Benefits Standards Regulations, 1985 (Regulations)

We are writing to confirm and follow up on the issues that were discussed during
our meeting on April 17*. Air Canada taised several iterns in relation to the restructuring
alternatives of the pension plans, some of which would require regulatory approval.

We have addressed below the additional information we will require in order to
move forward on a number of these issues.

. Company Contributions in 2003

We understand Air Canada intends to commence funding the pension plans once
restructuring has been completed and agreed to by all stakeholders.

We reconfirm OSETI's position, at this time as stated in the Direction of Compliance issued
March 21, 2003, that Air Canada is to cease taking contribution holidays end that the 2002
contributions and any contribution holidays that may have been taken to date in 2003 should be

remitted immediately to each pension fund.

Canad?d
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Possible Amendments 1o PBSA Regulations

3

Ao

Longer period to amortize solvency deficit (10 years vs. 3 years)

As discussed during the meeting, Air Canada has asked OSFI to consider changes to
the Regulations that would allow Air Canada to fund solvency deficiencies over a 10-year
period instead of the 5-year period currently specified in the Regulations. OSFI does not
have the authority 1o make this change. To assess the implications of supporting such a
change in the Regularions, we need 10 receive more information from Air Canada on a plan
specific basis, which considers the various restructuring scenarios proposed by Air Canada.
We anticipate that the analysis provided by Air Canada would include a snapshot of what
the plans and benefits (for both active members, deferred vested members and retirees)
would look like under both a five-year and 10 year amortization schedule. We wauld
anticipate that the restructured benefits wotld also be different under both funding
scenarios ag it is the expected that the longer funding window would allow for a lesser
reduction in benefits for all parties. As well, the analysis should illustrate what the impaet
would be on active members, defierred vested members and retirees benefits should the
plans terminate. We would also ask that you provide us with financial data on each plan
that includes the unfunded liabilitics and the solvency deficiencies before and after the
proposed restructuring scenarios. It would also be helpful to have information. which
would allow us to assess the restructured plans in the overall context of the linancial prolile
of Air Canada post-restructuring.

Exempt SERP from PBSA in the event that the maximum pension under the registered plan
is reduced below the ITA maximum. .

We will review the implications of this request on the PBSA and the Regulations.
Again, in this case, OSFI does not have the authority to change the regulation and will be
required to engage in a discussion with other sovernment apencies on this matier. In this
regard, we may require some additional information to facilitate these discussions and will

advise you in due course,

Restructuring of pension plans to gvoid plan termination

Any amendments made to a pension plan, that would have the effect of reducing

any accrued benefits or other pension benefits, would have to be done in accordance with the
terms of any collective agreements, the terms of the pension plan, trust documents, end any
other agreements or documents that support the pension plan. Before OSFI can assess its
position on any proposed plan amendment that would have the effect of reducing members’
benefits, we would require information similar to that requested under item No. 2, i.e. the impact
that the proposed benefit reductions and suspension of benafit acerunl would have on members’
benefits in each pension plan (shown separately), as well as the impact of the proposed changes
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to the financial position of each pension plan cn a solvency basis (before and after the proposed
benefit reductions).

We would also require a list of all plan amendments that had been made to each
defined benefit plan over the past three years that improved or had the effect of improving
rembers’ benefits. We also ask that you provide us with the corresponding liability associated
with these benefit improvements.

As discussed during the meeting, the restructuring of these pension plans will
involve many stakeholders, including the unions and the plan members. All active (union and
non-union), deferred vested, and retired members must have adequate representation in the
restructuring process. We ask that you confirm the measures Air Canada wil] take to engure that
nomn-union active members, deferred vested members, and retired members have representation.
Once the representation for these groups has been established, please confirm the contact person
providing representation for each group and advise if the person has received legal standing
before the court during the restructuring process. We would appreciate receiving confirmation
of these arrangements by Wednesday April 30, 2003,

4. Permissibility of refunds of non-vested members’ contributions

We will review your proposal end advise.

5. Diselosure of correspondence

Thank you for providing us with a copy of the letter dated April 17" from
Mr. Rovinescu to the various unions involved in the restructuring process. We agreed during
the meeting that all correspondence issued by Air Canada relating to the pension plans and
addressed to the plan members and the unions would be forwarded electronically to Suzanne
‘Théorét, We ask that you provide us with member communications for our review before they
are sent to plan members.

As mentioned during the meeting, Air Canada does not require OSFI approval to
release correspondence it has received from OSFI. However, we would appreciate being
advised in advance of the release of any of our correspondence so that we can be prepared to
respond to any inquiries in that regard.
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6. Status of Valuation Repons

During our meeting last week, Air Canada advised they did not expect 10 file the
valuation reports for the Air Canada defined benefit plans by April 30® as directed in our letter to
Air Canada dated March 21, 2003,

As discussed, the requirements as set out in our letter of March 21, 2003 remain in
place. In the absence of any written agresment otherwise, we require that you comply with the
direction provided in this letter and file the valuation reports complete with & payment schedule
with OSFI by April 30".

As well, as discussed at our meeting last week, we would like the reports to be
accompanied by a summary of the material losses apd gains for the pension plans on a solvency
basis since the last solvency valuations submitted to OSFI. We are not asking for a reconciliation
of the current and previous solvency valuations, but only an explanation of the major elements
causing the deterioration of the plans’ financial positions on a solvency basis and the materiality of
these losses, for example investment returns, contribution holidays, etc.

7. Other Business
> Annual Member Statements

As discussed, it is important that plan members know the financial position of their
pension plans on a solvency or termination basis end this should be reflected on the annual
members’ statements, which are to be provided to plan members by the end of June 2003. In
addition to providing the solvency ratio, the statement should also explain the effect that the
solvency ratio would have on members' benefits in the event of a plan termination.
Communication will have to address any priority provisions contained in the plan documents as
well as steps being taken to deal with the pension plans’ deficits.

We ask that you submit for each plan sample statements to OSFI for our review.

> New events

We ask that you inform OSFI of any new event that may affect any pension plan
sponsored by Air Canada and registered under the PBSA.
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3 Investment Policies

Given the proposed restructuring of the pension plans that is currently under
consideration, we expect that Air Canada, as plan administrator, would be reviewing the current
Statement of Investment Policies and Procedures for all of its pension plans to ensure any potential
further losses are minimized. Please confirm the measures taken by Air Canada in this regard.

As indicated previously OSFI remains open to working with the ¢orapany and
others in the best interests of all members of the pension plans.

Should you have any questions or concerns, please do not hesitate to contact us.

Yours truly,

PanN
Chponae

Karen Badgerow-Croteau
Managing Director

ce: Mr. Calin Rovinescu, Air Canada
Ms. Caroline Drouin, Air Canada
Mr. John Baker, Afr Canada
Mr. John Doran, OSFI
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Dear Ms. Badgerow-Croteau:
Subject: Air Canada Pension Plans

{ am writing in response to your letter of April 25, 2003 addressed to Ms. Susan Welscheid, Viee
President-People, Air Canada. We wish to address as fully as possible the points raised in your
letter, howaver, not all the issues are capable of being responded to at this time as significant
further discussion and negotiation with the relevant stakeholders will be necessary before so

doing. Our comments are as follows.

1, Cumpany Contributiony jn 2003 - As we have previously indicated and as a result of
the CCAA filing, we intend to recommence funding of the pension plans only once the
pension plan restructuring has been completed and agreed to by all stakeholders,

2. Possible Amendments to PBSA Regulations - We appreciate OSFI's willingness to

assist in the pursuit of the amendments 1o certain of the Pension Benefits Standards
Regulations. We understand that you require certain precise information in regard to
each of the plans in order to be able to participate in and support the obtaining of such
amendments, We will endeavour to be as cooperative as possible in the provision of all
such necessary information at the point at which we are in a position to do so. Atthe
moment, such cfforts are premature in that wé need 10 negotiate satisfactory
arrangements with all relevant stakeholders and also to determine whether such
arrangements will necessitate the proposed regulatory amendments that we have been
discussing and on which we would be relying on OSFI's active support. Our ¢omments
pertain to both the desire to provide a longer period to amortize the solvency deficit and
also to the possibility of exempting one or more supplementary pension plans from the
PBSA in the event that the maximum benefit under the refevant registered pension plan
would be reduced below ITA maximum.

SZENTAG AIR CANADA 1376
©F, 14 600, Sutd Admpar
Dorval QT HAY 1M
Teutdl {514) 4227275
FaxiTilhg [514] 4220117
johnhinkgre arcanada.ca
wircanada.ca

A SYAR ALLIANGE MEMEBER ¥
MEMERE OV AESEAY DTAR ALLIANGE
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3. Restructuring of Pension Plans to Avoid Plan Termination - We similarly
understand OSFT's need ta receive certain information similar to that requested under
Item 2 herein for purposes of assessing the restrucniring proposal in regard to the pension
plans. Again, however, we believe the request for information is prematire at the present
moment until discussions are well advanced with relevant stakeholders.

In regard to the request to list all recent plan amendments, we would note that
arnendments improving members' accrued benefits were described in the last valuation
repotts or addenda on the respective plans with their financial impact. They were no such
amendments reflected in the updates prepared as at January 1, 2003.

As we discussed in our conversation on May 2, 2003, we can confirm that all retired and
active unionized and non-unjonized members of the pension plans, includiag those with

deferred vested rights, now have legal representation, Mr. John R. Varley of the law firm
of Pallett Valo, LLP, will be acting in respect of allirctircd and deferred vesteiplan
members. There is, however, as we understand it, sofne question outstanding 45 to

whether retired pilots will be obtaining separate representation and we shall inform you
of that development as we are made aware of it. We understand Mr, Varley will receive
instructions from the recently organized Airline Supplementary Pension and Benefit
Plans Beneficiary Association ("ASPBPBA"). In regard to{non-unjonized active
management and ATS ernployces hnd executi vcst Alr Canada, Mr. Brian Bellmore of
the law firm Bellmore and Moore has agreed to represent their interests, We are in the
process of assisting in the organization of appropriats internal contacts for Mr. Bellmore's
representation,

4., Status of Valuation Reports - As previously stated and confirmed in our discussion on
May 2, 2003, we have prepared updates in respect of the January 1, 2003 finaneial
position of the pension plans and have delivered copies to Ms. Linda Maher on May 2,
2003, We trust they are informative and of assistance to you in your review of the status
of our plans. As we have frequently indicated to you, however, actuarjal valuation
reports s of January 1, 2003 will hot)be provided in light of the current CCAA
proceedings pending what we hope will be a successful restrueturing of the plans.

5. Other Business - We will, of course, continue to inform OSFI of any new material event
that may affect any pension plan sponsered by Air Canada and registered under the
PBSA and we take note of your requasgt that annual membexs statements be provided by
the end of June 2003 with a copy being sent to you for your raviewy ~
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In respect of the investment palicies pursued by Air Canada as plan administrator, you
will appreciate that we exercise great cave in the development and implementation of all
such policies and review them from time to time a5 circumstances dictate. As you have
anticipated, it would be our intant to review the current Statement of Investment Policies
and Procedures as raquired in order 1o propetly raflect the neads of the pension plans as
they may be restructured.

We trust the above is helpfil, We are encouraged by the spirit of cooperation, that hes been
confirmed in our recent discussions as a necessary prerequisite to working constructively
together for the benefit of all plan members.

Yours very truly,

‘Qﬂ/ﬁééﬂ

¢c:  Calin Rovinescu, Executive Vice President, Corporate Development and Swategy
Susan Welscheid, Vice President - People
J. Michael O'Connell, Senior Director, Total Rewsrds
Caroline Drouin, Director, Pensions and Employee Benefits
Louis-George Simard, Mercer Human Resource Consulting
Joha Daran, Assistant Superintendent, Supervision, Office of the Supertintendent of
Financial Instihtions
Carol Taraschuk, Legal Counsel, Office of the Superintendent of Financial Institutions

£
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AFFIDAVITS

Dear Ms. Welscheid:

Subject: Air Canada & Capadian Airlines Pension Plans (the Plans)
Pension Benefits Standards Act, 1985 (PBSA)

Further to the diseussions held this morning between Air Canada and OSFI, I am confinming
our requirements concerning the preparation and filing dates of the valuation reports, communication
to members, and the payment of transfar values for tenminating members of the Plans.

1. Valuation Reports

Pursuant to subsections 12.(3) and (4) of the PBSA, [ direct that You prepare valuation reports
for the following Air Canada and Canadian Airlines pension plans as at December 31, 2002 or
January 1, 2003 (as applicable) and that you file the reports with OSFI on or before April 30, 2003:

a) Air Canada Pension Plan

b) Air Canada Executive Pension Plan;

¢) Air Canada Pension Plan Pilots:

d) Pension Plan for Technical Services and Clerical Employees;

¢) Pension Plan for CAW Membsrs Emploved by Canadian Airlines International Lid.;
f) Pension Plan for Management Employees of Canadian Airlines International Lid;

g) Pension Plan for Cabin Personnel;

h) Pension Plan for Pilots of Canadian Ajrlines International Ltd;

1) Pension Plan for Executives of CAIL: and

J) Pension Plan for Dispatch Employees

1+l

Canada
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2. Communication to Members

We also require that the members be informed of the current financial position of their
pension plans on a termination or solvency basis and that this information be provided to plan
members on or before April 4, 2003. In addition, pursuant 1o subsection 34 (1), we ask that you

submit for our prior review the commmunicarion Tequested above that Air Canada will be providing to
the plan members on their pension plans.

3. Payment of Transfer Values for Terminating Members

Thank you for your confirmation, in the letter from Caroline Drouin to Suzanne Théorét dated
March 20, 2003, that Air Canada has ceased the payment of transfer values for terminating plan
members. With respect to this maner, we will review the proposal you have submitted today, in
another letter addressed to Kareg Badgerow-Croteau, and provide you with our comments.

Yours truly,

oo

ohn Doran
Assistant Superintendent

ce: Mr. Rob Peterson, Air Canada
Ms, Caroline Drouin, Air Canada
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Ms Lynn Loswen

Plan Admipisimator .

Vice President of Finance L .
Jezz Air Inc.

310 Gaudey Drive

Halifax Inrernational Ajrport . o
Enficld, Nova Scotia

BIT 1E4 \

Dear Ms J.oewen:

Subject: Qontributory Pefincd Benefit Pension Plan for the Employees of Air
Dptario Ync, (Air Ontarie Plan)
AJrBC Pilots Penslon Plan (ArBC Plan)
Pension Benefits Standards Aci, 1935 (PBSA) v

OSFI is concermed about the current solveacy position of the Air Qutario Plan and the
AirBC Plan and the possible negative effect that futire events could have on members’ benefits, In
tight of this, OSF1 is looking at all possible measures that should be taken now by Jez Aix Inc. and
OSFI to address this, :

I. Reques ctians

Effective Immeadiately, I ask that you cease processing payment of transfer vilues for
terminating rmembers of the Aix Ontario Plan and AixBC Plan. .

2, Preparation Date of Valpation Reports

The AirBC Plaz is due to prepare a valuation report a5 at December 31, 2002, end the Aiz
Ontario Flan, i due o fils 2 veluation report a5 at January 1, 2004. Pursuant to subsections 12(3)
and (4) of the PBSA, T direct that you prepare the valyation reports for the plams as at December

L 11

31, 2002 end January 1, 2003 respectively and that they be filed with our office on.or before April
30, 2003. A _ :

Canada
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2. Communigation to Members

The current finaneial positions of the AjxBC plan and Air Onferio Plan have changed since

23

the last valuation report was filed with OSFI. It is important that information, to members be timely

end transparent. Pursuant to section 13 of ths PBSA we require that the members pa inforrped of
the current financial position of thejr pension plans on a termination or solvency basis and that this
information be provided to Plen members on or befors April 4, 2003. In addition, pursuant to
subsection 34 (1), we ask that you submit for our prior review the communication requested above
that you wil] be Providing to the plan members on thejr pension plans. We will discuss this issue
further with you during our conference zall scheduled for next week.

We will be requesting sddirional information from you pext week on the above mentioned

plans and will confinm in writing the fterns we would Jike 1o address with you during our
conference call scheduled for next week, Finally, we would appreciate & confirmation in writing bf
your intended compliance with the above requests.

urs truly,

Leron

John Doran
Assistent Superintendent
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Mareh 25, 2003

AIrBC Pilots Pension Board

c/o Captain John Schratjen

Chairman of the AirBC Pilots Pensjon Board
3692 West 24 Avenue

Vancouver, British Columbia

V&S IR1

L) - - - e - I *
A COMMISSIONER FOR AFFIDAYITS

Dear Captain Schretien:

Subject:  AirBC Pilots Pension Plan (AirBC Plan)
Registration Numbgr 56677
Pension Benefirs Standards Act, 1985 (PBSA)

Further to the discussions held today between yourself, Linda Maher and Suzanne Théorat
of our office, OSFI is currently monitoring closely the financia] Position of the plans sponsored by
the Air Canada group of companies, and the possible negative affect that firyre events could have
on members’ benefits. In light of this, OSFL is looking at a| possible measures that should be
taken now by the administrators of thege plans and QSFI to address this.

I. Requested Acrions

Effective immediately, I ask that You cease processing Peyment of transfer values for
terminating members of the AIrBC Plan ynti] the next valuarjon report is filed with OSPEL

2. Prevaration Date of Valuation Report

The AirBC Plan is due 1o Prepare a Valuation Repory as ap December 31, 2002, Pursuant to
subsections 12(3) and (4) of the PBSA, I direct thar you file the Valuation Report with our office on
or before April 30, 2003.

- f ."

Canadi
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Captain John Schretlen
_ Page 2

3. Communication to Mambers

The current financial position of the AizBC plan may have changed since the last valuation
report was filed with OSFI. It is important that information to members be timely and transparent.
Pursuant 1o section 13 of the PBSA, we require that the members be informad of the current
ﬁn:mcia:l position of their pension plan on a termination or solvency basis and thar this information
be provided to plan members on or before-April 4, 2003. In additién. pursuant to subsection 34 (N,

we ask that you submit for our prier review the communication requested above that you will be
providing to the plan members on the pension plan,

You mentioned that the December 2002 Valuation Report will show that the plan continues
to be fully funded on a solvency or termination basis, If you receive written confirmarion frorn the
plan actuary that the December 2002 Valuation Report currently being prepared shows that the plan
continues to be fully funded on a termination or solvency basis, you may provide the information
we have requested above to members with their anaual statements by June 30, 2003. Pleasa
provide us with a copy of the confirmation letter from the plan acruary.

4, Statement of Investment Policy and Procedures (SIP&P)

Please provide us with the current SIP&P that has been adopted for the plan, and furure
updates as they are made.

3. List of Agsats

To enable us wo monitor the investments for the Plan mora frequently, please provide us
with a list of assets heid by the plan: -

* asat December 31, 2002 or at a more current date if available,
and
» on a monthly basis thereafier.

Would you alsa please advise with whom we should communicate to obtain monthly
updates on the list of assets and investment retums to monitor the parformance of the pension fund.

g. Remittances of Contributions

Please confirm the name of the custodian for the pension fund in respect of the plan, and the
address, fax number, telephone number and name of the contact person. We will be
communicating with the custodian on a regular basis, ¢onfirming the remittance of contributions.

R T 1450 Nd91:G £00C T AWW
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Captain John Schretlen

—_— —— Page 3

Should you require further informarion or clarification, Please contact Suzanne Théorsr at
(613) 990-3599, fax (613) 990-7394.
Yours trujy ‘
/(&M,ﬁ_____
John Doran
Assistant Superintendent
ec:

Mr. Juljan Leong, Leong & Associates, by fay 604-688.0863
Ms Lynn Loewen, Jazz Ajr Inc, by fax 902-873-2098

1480
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Ms. Suzanns Théordt

Senior Supervisor e, LAl

Qffice ol the Superintendeni ) : . R TAKING AFFIDAVITS
of Finaneial Institutions Canada -

255 Albert Strest

Ottawa, Outario ;

K1A 0H2

Dear Ms. Théorét:
e: Contributory Defincd ension for the ees of Air Ontario Inc.

Further lo our conferemce call on March 25, 2003, please find enclosed the following
documentation:

-

o Leller datcd March 26, 2003 to Jamie Hayden, Mercer Investment Consulting, requesting
that they proceed wilh un actoarial valuation of the Contributory Defined Benefit Pension
Plan for the employees of Air Ontario Jnc., and that they cease processing transfer valucs for
tepminating employces who participule in the plan. '

N P PR R

] e, v

v Slalement of Investinent Policies and Procedures for the Comtributory Defined Benefit
Pension Plan for the employces of Ajx Ontario Inc.

¢ Listing of Pension Fund C _5 (fens 2

« Contact informaﬁmi'l for the Plan Administralor and Actuary for the AHEC Pilol Pension

Plan,  We also clide an excerpt from the Collective Agreemeat, which shows the funding
' formula for the plan. '

A dopy e the dSRTIETR Ll BRI for'Jaze Al Tnc. Wo expet the audited
| AnCiAL ataleients will be fssued in a {inal format before tho end of April 2003, at which

uﬁz@f’v?é'gﬁﬂl& r?‘ndr:u.nupdal:d copy, together with a copy of the Juzz interim unadited - 7
: . firiangial statéments for the quarter cnded March 31, 2003. Y
o i
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March 26, 2003

¢ Juz Air Ine. Pension Organization Chart.

Keryn Todd, Pension Manager at Jazz is in the process of accumulating a listing of the assets for
both the Air Ontarlo and ArBC plans and she will forward these docwnents along as soon as
possible— Vo

Furthermore, we have requested that Mercer Investment Consulting assist us in the preparation
of 2 communication to the members of the subject pension plaa, to be distribuled on or before
April 4, 2003, We will provide you with & copy of the draft commupication prior to its Telease,
sllowing sufficient time for review and jncorporation of Your cornrneniy prior to April 4.

Kin!ily contact me if you require any additional information, or have any questions concerning
the information provided.

Yojirs truly,

r e

cc.  B.Lynn Loewen
Vice President, Corporate Services and Chief Iinaneial Olficer

\ 94 L5 ON PIS0 WS E007 77 AWM
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\ist of Pensicon Fund Custodians

TR REI

Plan Custodian & Address Phone Fax
Cantact
The AT BO REC Global 500~ 1055 W. 604-267-6123 604-257-6126
Pension Plan Services Georgia St
Acct#118278001 | Vancouver, BC
VEE 4P3
Willy Van Egdom
Contributory RBC Giobal 77 King St Wes{ | 416-955-2974 4160552640
Defined Beneflt Sepvices Taranto, ON
Pension Plan Acct# 95031001 | M5W 1P2
{name changing to
Jaz Air Ing.\ Kezi Nabi
Defined Benefit Global Client .
Plan for Plots eff | Reporting Officer
Jan 1, 2004) .
Reg # 65640
Defined | Sunljfe 735 King Street 1| 416-408-8908 416-565-9029
Confribution Plans: | Assurance West 142 flgor
Company of Torontn, ON
Jazz Arr Inc. Canada M&V 3C5
Pension Pian for
Maragsment, ATS | Rita Vital
& Unions Account Specialist
Reg # 56814
Reg # 55075
Reg # 56813
Reg # 568298
Reg # 56830
Reg # 57062
Reg # 58456
All ghove plans
vinding up eff
March 31, 2003 &
mening into Reg
#56814
Jazz Air tne.
Pension Plan for
Directars
Reg # 56711 )
4 E5C O 1450  WBl:G
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AirBC Pilot Pension Plan
Contact Information

Mr, John Schretlen |

Airline Pilots Asseciation

3692 West 27th Ave

Vancouver, BC V63 1R1 C

(Phone) 604-224-4228
(Fux) 604-224-1154

Email: schretlen@shaw.ca ;

Mr. Julian Leong

Leong & Associates

1138 - 1100 Melvillc St
Vancouver, BC VGE 4A6

(Phone) 604-668-983G ext 210

(Fax) 604-688-0863
Email; jleeng@lcong-associates.com

8§ 4 S0 ON
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SECTION 28
e
PENSION PLAN

. PENS:IDN.PI.‘.AF

0l

03

|D4

05

06

07

Commencing the first month afer ratification of Agreement 2 the Campany agrees to
coatribut= cach month on behalf of each Pilot the sum of four point five perceat
(4.5%) of such Rilot's gross exmings up to one-twelih (/12%0f the Canads Pension
Plan Yem's Maxionm Pepsionable Ezmings (YMPE) and six percent (6%) of the
excess if any Piiots monthly gross eamings arc over one-iwelfih (1/12%0f the YMPE.

These contributions shall be on a mandatory basis and will be used to fimd a Pilot
sponsored Defined Benefit Pension Plan.

Pilot participation shall be on a'randatory basis, with payroll deductions to iatch 01
above. _

The Company agrees to contribute to the Plun the nogotiated contxibution as per .01
an behalf of any Pilot who voluatarily continues t3 contrbule as per .03 from the date
the pilot qunlifies for Short Termn Dizability (STD) until the Pilot qualifies for Long
Term Disability (L TD) monthly benefits. ‘

The Company agress 1o contribute o the Plan their pegotiated contdbution rate(s) on
behalf of any Pilot who is on disability lexve from the dute the Pilot qualifies to
receive LTD monthly benefits based on the Pilot's gross camings.

Commencing fanuacy i. 2000 the Company agrees to coniribute to the Plan five
theusand dollars ($5,000.00) per month for the life of the agreement, allocared first to
.07 and the rexidual to .08 as specified below. . )

Whare 2 member agrees o coniribute to the Plan one-half of the cost, as determined
by the Actwary, for excluded periods of service from January 1, 1991 10 December 31,
1999 whilc he was on 5TD, a portion of the contribution 88 per .06 equal to the
member's contribudon, as per this item 07, will be allocated for this purpose.

“AIrBC

Page 2§-1
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! . SECTION 28 .
.08 The residual Company contribution as specified in .06 over the amounts allocated 35 ’
. perWwﬂlbemadcmprow:lcaddhnmlpmodsnhml%lcm!itads:mc:mth
i the Comparny not proviously purchased. Th:mr-ﬂwdo!‘nllmhnnwﬂlhedetmed
: by the Pension Plan Board - .
!
1 \ 3
i
! ,

|
i AjBC Page 28.2. }

-
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Tel: (903 87553471
Faer (902) 873-5527
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¢ This is Exhibit ffﬁ’./..f’.---....refarred to in the
March 26, 2003 aftidavit of (ORI, LG TRs sl T
sworn bajdre mg! this oS VTR uacur -;"
' woi.
Via Fux (416) 868-2131 day )= 3
Mz, Jamie Hayden ¥ o
Mercer bvestment Consulting
161 Bay Street
P.O, Box 501
Toronlo, Ontario
M57T 285
Dear lamie;
Re: Contributo efit for the Employees of Air Ontario Ine.

Further (o our discussion on March 25, 2003, please proceed with an actuarial valuation for the
above noted plan as at December 31, 2002, with & targeted complction date of April 30, 2004,

In addition, please cease processing the payment of transfer values for terminaling cmployees in
lhj subject plan, pending Ooalization of the December 31, 2002 valuation.
v

urs trul
I
ac
f-
cc,  B.Lynmn Loewen

‘Yice President, Corporate Services and Chief Financial Officer
Alr Conada Jae,

J
E

Suzannce Théorét, Semior Supervisor
Olfce of the Superinlendent of Financial Tnstilutions Canada
Via Frax (613) 990-7394

lbd £40ON 14350 Nd8l:G ECOL TT "AYA
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fohn M, Baker
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May 2, 2003
¢ MAY 0 2 2963

Ms. Karen Badgerow-Croteay
Managing Director % ‘ -
Omceg]:;gthﬂ Stmerintendent This is Exhibit fo _____ wewol2FAIEd 10 it thE

of Financial Institutions .

255 Albert Street
Ottawa, Ontario
Kla 0HZ

Dear Ms. Badgerow-Croteau:
Subject: Air Canada Pension Plans

As discussed in previous conversations, we enclose herewith certain updates on the financiaf
Position of the following pension plans as at January 1, 2003.

Registration No, Plan Name

55345 Alr Canada Pension Plan

35755 Alr Canada Executive Pension Plan including
former Executives of Canadian Airlines
Internationa] f.td.

57025 Air Canada Pension Plan-Pilots

55391 Pension Plan for Technical Services and

Clerical Employees, as represented by the
Intemational Association of Machinists and
Aerospace Workers of Canadian Airlines

International Ltd.
55067 Pension Plan for CAW Members employed
by Canadian Ajrlines International Ltd,
55248 Pension Plan for Management Employees of
Canadian Airlines Internationa] Ltd.

CENTRE AIR CANADA 1278
CP. 14 000, Suce, Adegpor
Decval Q€ HaAY TH4
Tel/Tel: (514) 4z2 7275
FauTelbs (514) 4224147
fohnbaker@airanada.ca

aircanadaca

A STAR ALLIANCE MEMBER v"',-..
MEMBRF Dy HESFAIICTnbpll--uA.— (%
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May 2,2003
Karen Badgerow-Croteau
2.

55519

55526

35044

SETETH AN |

Frotecied B
- Piviege B

Pension Plan for Cabin Personnel, as
Iepresented by the Canadian Union of Public
Employees, of Canadian Airlines
[nternational Ltd.

Pension Plan for Pilots, as represented by the
Airline Pilots Association International, of
Capeadian Airlines Interpational Ltd,

Pension Plan for Dispatch Employees, as

represented by the Canadian Ajrline Dispatchers
Association, of Canadian Airlines International Lid,

that these updates do not constitute actuarial valustion

reports within the meaning of the Pension Benefit Standards Act, 1985 or the Regulations
thereunder and will not be used for purposes of determining funding requirements for the
relevant pension plans. The updates are provided to QSFI for informational purposes only.

Given the current CCAA proceeding

S, we wish to make it clear that the provision of these

updates do not constitute a waiver of any rights that Ajr Canada has pursuant to the Initia] Order
issued by the Ontario Superior Court of Justice on April 1, 2003 and confirmed by Order dated
April 25, 2003 or to challenge the legitimacy of the OSFI Direction of Compliance,

Should you have any questions with respect to the information provided to you hereunder, please
contact Ms. Caroline Drouin, Director, Pensions and Employee Benefits.

Yours very truly,

% / } &4,
ces:  Susan Welscheid, Vice President, People
J. Michael O'Connell, Senior Director, Total Rewards

Caroline Drouin, Director, Pensions and Employee Benefits, Air Cagads
Louis-George Simard, Mercer Human Resource Consulting

£ 4 ES7°ON
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Bees: Calin Rovinescu, Executive Vice President, Co
Sean Dunphy, Stikeman Elliott, Toronto
Gary Nacshen, Stikeman Elliott, Toronto

rporate Development & Strategy
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May 16, 2003

e d to in the

Thig Is Exhibit sadeemaew- - fafarre o
Mr. John M, Baker 25 SR
Senior Vice President and General Counsel
Air Canada
Air Canada Center, Zip 1276
P.O. Box 14000, Postal Station St-Laurent
Montrea], Quebec
H4Y 1H4

Dear Mr. Baker:

We are in receipt of financial updates for the Air Canada Pension Plans as provided on
Meay 2™ and thank you for the same, v

As you are aware, subsection 12 (3.1) of the Pension Benefits Standards Act, 1985
(“"PBSA, 1985") provides that actuarial or valuation reports must be prepared in accordance with
the standards adopted by the Canadian Institute of Actuarids, Such reports must provide for the
funding of the applicable pension plan and also be prepared in accordance with the PBSA, 19835.
The Pension Benefits Standards Regulation, 1985 and in particular, section 9 of those
regulations, set out the required leve] of funding that pension plans must meet. The information
provided on May 2™ has a number of deficiencies in this regard, namely the lack of an inclusion
of a payment schedule in respect of the normal current service costs and those relating to the
funding of the deficit. As discussed during a telephone conversation on May 12" the absence
of this information, however, does not release Air Canada, as plan sponsor, from its obligations
in respect of the funding requirements of these plans as these amounts continue to acorue and
form part of a deamed trust for the plan beneficiaries. We recognize, however, that the payment
schedules and deficits in respect of these plans may in fact change as a result of the current
Processes underway to restructure the plans,

Please note that with respect to the valuation or actuarial repotts, the requirements for the
filing of these reports as set out in our March 21% letter remain in effect and will be pursued in a
motion to amend the initial order later this month.

OSFI continues to remain open to working with Air Canada and other parties to seck
appropriate solutions in the best interests of the members and other beneficiaries of the plaps.

If you have any further questions, please do not hesitats to contact me,

ours very ;
; A"‘"A\/ '

Karen Badgerow-Crotean
Managing Director, Supervision

Canadi
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May 21, 2003 p
This is EXAIDIt o vl e “eeeusofored to in the
affidavit af A L R T

Ms. Lynn Loewen

Viee-President, Corporate Services and Chief Financial Officer
Jazz Air Inc day of 27808 et e
310 Goudey Drive

Halifax International Airport
Enfield, Nova Scotia

B2T 1E4

¢fin HKING AFFIDAVITS

Dear Ms. Loewen;

We are in recaipt of financial update for the Contributory Defined Benefit Pension Plan
for the Employees of Air Ontario as provided on May 5" and thank you for the same.

As you are aware, subsection 12 (3.1) of the Pension Benefits Standords Act, 1985
(“PBSA, 1985”) provides that actuarial or valuation Ieports must be prepared in accordance with
the standards adopted by the Canadian Institute of Actuaries. Such reports must provide for the
funding of the applicable pension plan and also be prepared in accordance with the PBSA, 1985.
The Pension Benefits Standards Reguiation, 1985 and in particular, section 9 of those
regulations, set out the required level of funding that pension plans must meet. The information
provided in respect of the above referenced plan has a nurnber of deficiencies in this regard,
namely the iack of an inclusion of a payment schedule in respect of the normal current service
costs and those relating to the funding of the deficit. The absence of this inforration, however,
does not release Jazz Air Inc. as plan sponsor, from its obligations in respect of the funding -
requiremnents of this plan as these amounts continue to accrue and form part of & deemed trust for .
the plan beneficiaries. We recognize, however, that the payment schedules and deficits in '
respect of the plan may in fact change as a result of the current processes underway to restructure
the plan.

Please note that with respect to the valuation or actuarial reports, the requirements for the
filing of this report as set out in our March 21* letter remain i effect and will be pursued in a
motion to amend the initial order later this month.

OSFI continues to remain open to working with Jazz Air Inc. and other parties to seek
appropriate solutions in the best interests of the members and other beneficiaries of the plans.

If you have any further questions, please do not hesitate to contact me.

Yours very truly,

Pl LN
T
Karen BadgerowErEt‘eJau T

Managing Director, Supervision

- ( £d ]
Canadi
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Ms Lynn Loewen f :

Vice President, Corporate Services, and Chief Financial Officer e T
Jazz Air Inc.

310 Goudey Drive

Halifax International Airport
Enfield, Nova Scotia

B2T 1E4

-y

4% TRRING AFFIDAVITS

EWO
day

Dear Ms Loewen:

Subject: Temperary Direction of Compliance
Defined Contribution Pension Plans (the Plans)
Pension Benefits Standards Act, 1985 (PBSA)

. Pursuant to subsections 11(1) and (2) of the PBSA, please find enclosed a Temporary
Direction of Compliance, which is effective today.

Yours truly,
) w‘éﬂ#&_
- John Doran
Assistant Superintendent
Supervision
Encl.
Il
- Canadi
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' l * l Cfflca of tha Suparintendent Bureau du surinlandant
of Finaneial Instilutions Carada  des institutiens finanstires Canada
! 121, rue King auast
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www,osfi-bsil.ge.ca

PROTECTED R
TEMPORARY DIRECTION

RE: AirBC Pension Plan for Members of the CAW, Local 2213;
AirBC Pension Plan for Flight Attendants;

AirBC Pension Plan for Commercial Service Employees;
AirBC Pension Plag for Employees Represented by the
Canadian Airline Dispatchers Association Local #3;

The Money Purchase Plap for Employees of Air Ontario Inc,;
Jazz Air tuc. Pension Plan for Directors;

Jazz Air Inc. Peusion Plan for Management and ATS Employees;
Canadian Regional Airlines (1998) Ltd, Pension Plan

(Hereinafter referred to as “Plans™)

Jazz Air Inc., the employer in Tespect of the Plans, has ceased or suspended maldng its
* required contributions to the Plaps although the Plans contain defined contribution provisions that
require the employer to make regular contributions to the Plans’ funds,

In addition by not ensuring that the employer’s required contributions are being
remifted to the Plans, Jazz Afr Inc., as administrator of the Plans, is not ensuring the adequate
funding of the Plans in accordance with the terms of the Plans and the Pension Benefits Standards
Act, 1935 (“PBSA, 19857),

Tam therefore of the opinion that the Plans are not being administered in accordance
with the Pension Benefits Standards Act, 19835 (“PBSA, 1985™), its regulations or the Plans, ‘In
addition, I am of the opinjon that by failing to remit its contributions, Jazz Ajr Inc. is comnmitting
an act or course of conduct that is contrary to safe or sound financial or business practices in
respect of the Flans, '

Accordingly, pursuant to subsections 1 (1), (2) and (4) of the PBSA_ 1985 in order to
remedy this situation, I direct that, in relation to the Plans, Jazz Air Inc. immediately remit to the
Plans' finds on a monthly basis the contributions it js required to meke in accordance with the
terms of the Plans and the PBSA, 1985, | also direct that Jazz Air Inc.. as the adminjstrator of the
Plans, take all steps necessary to ensure that the employer’s contributions are remitted to the Plans’

funds.

Subject to the following, this Temporary Direction is effective immediately and will
remain in effect until May 26, 2003.

‘ Canadi
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Unless this Temporary Direction is revoked, this Direction shall continue in effect after
Meay 26, 2003 if no representations are made to me or, if such representations having been made, 1
notify you that I am not satisfied that there are sufficient grounds for revoking this Direction. If
you wish to make representations, Please do so in writing delivered prior by the close of business
on May 26, 2003, at our Ottawa office. The address is as follows:

Office of the Superintendent of Finaneial Institutions
13th Fioor

255 Albert Street

Ottawa, Ontario

K1A 0H2

Directions issued pursuant to subsections 11(1), (2) and (4} are subject to court
enforcement under the provisions of section 33 of the PBSA, 1985. In addition, non-compliance of
a direction i an offence pursuant to section 38 of the PBSA, 1985. A copy of these provisions of
the Act is attached for your convenience, )

Hr
Dated at Toronto, Ontario this _& day of May,2003.

-

John Doran
Agssistant Superintendent, Supervision

bl 4 £40 ON 1450 WA02+G EODT T AWM
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May 16, 2003

Es

Ms Lynn Loewen . ,

Vice President, Corporate Services, and Chief Financial Officer
Jezz Air Inc.

310 Goudey Drive

Helifax International Airport

Enfield, Nova Scotia

B2T 1E4 .

Dear Ms Loewen:

Subject: . Temporary Direction of Compliance
Contributory Defined Benefit Pension Plan for the Employees

of Air Ontario Inc. (the Plan)
Pension Benefits Standards Act, 1985 (PBSA) ' .

Pursuant to subsections 11(1) and (2) of the PBSA, please find enclosed a Temporary
Direction of Compliance, which is effective today.

Yours truly,
4934/@»—-
John Doran
Assistant Superintendent
Supervision
Encl

@-ﬁﬁ“‘ﬁ S . 191

- Canada
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PROTECTED B
TEMPORARY DIRECTION

RE: Contributory Defined Benefit Pension Plan
for the Employees of Air Ontario Inc.

(Hereinafter referred to ag “Plan™)

Jazz Air Inc., the employer in respect of the Plan, has ceased or suspended making its
required contributions to the Plag although the Plan currently has a solvency deficit,

In addition by not ensuring that the employer’s required contributions are being
remitted to the Plan, Jazz Air Ine., as administrator of the Plan, is not ensuring the edequate
funding of the Plan in accordance with the terms of the Plan and the Pension Bengfits Standards
Act, 1985 (“PBSA, 1985™) - '

I am therefore of the opinion that the Plan is not being administered in accordance with
the Pension Benefits Standards Act. 1985 ("PBSA, 1985"), its regulations or the Plan, In addition,
Iam of the opinion that by failing to remnit its contributions, Jazz Air Inc. js comumitting an act or
course of conduct that is contrary to safe or sound financial or business practices in respect of the
Plan,

-Accordingly, pursuant to subsections 11(1), (2) and (4) of the PBSA, 1985 in order to
remedy this situation, I direct that, in relation to the Plan, Jazz Air Ine. immediately remit to the
Plan’s fund the contributions it is required to make in accordance with the terms of the Plan and the
PBSA, 1985, I also direct that Jazz Ajr Inc,, as the administrator of the Plan, take al] steps
hecessary to ensure that the employer's contributions are remitted to the Plan’s fund.

Subject to the following, this Temporary Direction is effective immediately and will
remain in effect until May 26, 2003,

Unlass this Temporary Direction is revoked, this Direction shall continye in effect after
May 26, 2003 if no representations are made to me or, if such representations having been made, I
notify you that I am not satisfied that there are sufficient grounds for revoking this Direction. If
you wish to make representations, please do so in writing delivered prior by the ¢lose of business
on May 26, 2003, at our Ottawa office, The address is as follows:

Office of the Superintendent of Financial Institutions
13th Floor

255 Albert Street

Ottawa, Ontario

K1A 0H2
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Directions issued pursuant to subsections 11(1), (2) and (4) are subj
=) 4 ' ject to court
enforcement under the provisions of section 33 of the PBSA, 1985. In addition, non-compliance of

a direction is an offencs pursuant to section 38 of the PRSA, 1985, A isi
the Act is attached for your convenience. A + A copy of these provisions of

Dated at Toronto, Ontario this _&_fg;y of May 2003,

Q& f Qoo
' John Doran
ant Superintendent, Supervision
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FORTAKIRG AFFIDAVITS

Ms Lynn Loewen ' _

Vice President, Corporate Services, and Chief Financial Officer

Jazz Air Inc. .

310 Goudey Drive

Halifax International Airport

Enfield, Nava Scotia

B2T 1E4 )

Dear Ms Loewen:

Subject: Temporary Direction of Compliance
Contributory Defined Benefit Pension Plan for the Employees
of Air Ontario Inc. (the Plan)
Pension Benefits Standards Act, 1985 (PBSA)

Pursuant to subsections 11(1) and (2) of the PBSA, please find enclosed a Temporary
Direction of Compliance, which ig effectjve today,

Yours truly,

4o a—

John Doran
Assistant Superintendent
Supervision

Encl.
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PROTECTED B
TEMPORARY DIRECTION

RE: Contributory Defined Benefit Pension Plan
for the Employees of Air Ontario Inc.

(Hereimafter referred to as “Plan”)

Jazz Air Ing-, the employer in respect of the Plan, has ceased or suspended making its
required contributions to the Plan although the Plan currently has a solvency deficat,

In addition by not ensuring that the employer’s required contributions are being
remitted to the Plan, Jazz Air Inc., as administrator of the Plan, is not ensuring the edequate
funding of the Plan in accordance with the terms of the Plan and the Pension Benefits Standards
Act, 1985 (“PBSA, 1985™). - :

I am therefore of the opinion that the Plan is pot peing administered in accordance with
the Pension Benefits Standards Act, 1985 (“PBSA, 1985"), its regulations or the Plan, In addition,
I am of the opinion that by failing to remit its contributions, Jazz Air Inc. is committing an act or
course of conduct that is contrary to safe or sound finaneial or business practices in respect of the
Plan.

‘Accordingly, pursuant to subsections 11(1), (2) and (4) of the PBSA, 1985 in order to
remedy this situation, [ direct that, in relation to the Plan, Jazz Air Inc. immediately remit to the
Plan’s fund the contributions it is required to make in accordance with the terms of the Plan and the
PB3A, 1985, Ialso direct that Jazz Air Inc., as the administrator of the Plan, take all steps
necessary to ensure that the employer’s coutributions are remitted to the Plan’s find.

Subject to the following, this Temporary Direction is effective immediately and will
remain in effect until May 26, 2003.

Unless this Temporary Direction is revaked, this Direction shall continue in effect after
May 26, 2003 if no representations are made to me oz, if such representations having been made, I
notify you that I am not satisfied that there are sufficient grounds for tevoking this Direction, If
you wish to make representations, please do so in writing delivered prior by the ¢lose of business
on May 26, 2003, at our Ottawa office. The address is as follows:

Office of the Superintendent of Financia] Institutions
13th Floor

255 Albert Street

Ottawa, Ontario

K1A OH2
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pursuant to subsections 11( 1), (2) and (4) are subject to court
enforcement under the provisi

, 1985, In addition, non-compliance of
» 1985, A copy of these provisions of
the Act is attached for your convenjence,

Dated at Toronto, Ontario this _&%;y of May 2003.

G f S

Joha Doran
t Superintendent, Supervision
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VIA FACSIMILE: (604) 224-1154

AIrBC Pilots Pension Board.
¢/a Captain John Schretlen
Cheairman

3692 West 27® Avenue
Vancouver, British Columbia
VéS 1R1

Dear Captain Schretlen:

Subject:

PROTECTED B

Our Files: P5100-A140-1

e e P iy

May 16, 2003

KING AFFIDAVITS

Temporary Direction of Compliance
AirBC Pilots Pension Plan (the Plan)
Pension Benefits Standards Act, 1985 (PBSA)

Pursuant td subsections 11(1) and (2) of the PBSA, please find enclosed a Temporary
Direction of Compliance, which is effective today,

Enel.

90 4 EYCOM

Yours truly,

oo
ohn Doran,
Assistant Superintendent
Supervision
- Y+l -
Canadi
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PROTECTED B
TEMPORARY DIRECTION

RE: AirBC Pilots Pension Plan
(Hereinafter referred to as “Plan*)

Jazz Air Inc., the employer in respect of the Plan, has ceased or suspended making its
required contributions to the Plan although the Plan currently has an unfunded liability.

In addition by not ensuring that the employer’s required contributions are being
remitted to the Plan, AirBC Pilots Pension Board, as administrator of the Plan, 15 not ensuring the
adequate funding of the Plan in accordance with the terms of the Plan and the Pension Benefits
Standards Act, 1985 (“PBSA, 1985™). D

I'am therefore of the opinion that the Plan is not being administered in accordance with
the Pension Benefits Standards Act, 1935 (“PBSA, 1985™), its regulations or the Plan. In addition,
I'am of the opinion that by failing to rerit its contributions, Jazz Air Inc. is comritting an act or
course of conduct that is coatrary to safe or sound financial or business practices in respect of the
Plan.

Accordingly, pursuant to subsections 11(1), (2) and (4) of the PBSA; 1985 in order to
remedy this situation, I direct that, in relation to the Plan, Jazz Air Inc. immediately remit to the
Plan’s fund the contributions it is required to make in accordance with the terms of the Plan and the
PB3A, 1985. I also direct that AirBC Pilots Pension Board, as the administrator of the Plan, take
all steps necessary to ensure that the employer’s contributions are remitted to the Plan’s fund.

Subject to the following, this Teraporary Direction is effective immediately and will
remain in effect until May 26, 2003.

Unless this Temporary Direction is revoked, this Direction shall continue in effect after
May 26, 2003 if no representations are made to me or, if such representations having been made, |
notify you that I am not satisfied that there are sufficient grounds for revoking this Direction. If
you wish to make representations, please do so in writing delivered prior by the close of business
on May 26, 2003, at our Ottawa office. The address is as follows:

Office of the Superintendent of Financial Institutions
13tk Floor

255 Albert Street

Ottawa, Ontario

K1A 0H2

Canada
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Directions issued pursuant to subsections 11(1), (2) and (4) are subject to court
enforcement under the provisions of section 33 of the PBSA, 1985, In addition, non-compliance of

a direction {5 an offence pursuant to section 38 of the PBSA, 1985. A copy of these provisions of
the Act is attached for your convenience.

.
Dated at Toronto, Ontario thislC’ day of May 2003,

/Q(% (G
. John Doran .
' Asséét Superintendent, Supervision
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