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AIR CANADA – IAMAW PENSION PLAN MOA 
 

10 FEBRUARY 2012 
 

BACKGROUND 
 

1. Air Canada has had pension solvency funding problems since 2003. These problems caused it to 
file for CCAA protection in 2003. This resulted in a corporate restructuring and a special 10 year 
pension solvency funding arrangement from OSFI. 

2. In June 2009 (after the worldwide financial meltdown in late 2008 / early 2009) normal collective 
bargaining was halted and all 5 unions at Air Canada agreed to a second special pension 
solvency funding arrangement with OSFI to prevent a second CCAA filing and corporate 
restructuring. This arrangement expires in 2014. 

3. When the Federal government and the regulator (OSFI) agreed to the June 2009 Air Canada 
special pension funding regulations the Minister of Finance warned Air Canada and its unions 
that they had 5 years to make their pension plans sustainable. No further pension funding relief 
would be granted after the expiry of the 2009 special arrangement. 

4. In August 2010 Air Canada met with all of its unions in YUL. This was in response to a letter from 
the Minister of Finance asking for an update on the status of Air Canada’s pensions and the 
company’s efforts to make them sustainable. At that meeting Air Canada tabled a proposal to the 
unions that sought reductions to active employee pension benefits that would result in a $1.89B 
reduction in their total solvency funding requirement. The total was $2.24B if a reduction to retiree 
pensions in payment was also agreed to. 

 
 

NEGOTIATIONS AND RATIFICATION PROCESS 
 

5. In late September 2010 the IAMAW invited CALDA, CAW and CUPE to participate in a joint 
committee to deal with the pension issue. A series of meetings were held between October 2010 
and February 2011 between the unions and also jointly with Air Canada. In February 2011 the 
unions decided for their own reasons that each union would deal separately with Air Canada as 
part of their collective bargaining process. 

6. In January 2011 Air Canada provided each union with a cost breakdown of their August 2010 
pension reduction proposal by bargaining unit. The solvency funding relief initially sought from the 
IAMAW was valued at $653M. 

7. In July 2011 Air Canada established the targeted reduction for each individual union at 24.9% of 
their respective pension solvency funding deficit. This target was established based upon the 
value of the June 2011 CAW pension agreement with Air Canada. 

8. The total solvency funding relief provided to Air Canada by the IAMAW pension MOA totals 
$355M or 24.9% of the total pension solvency funding deficit associated with the IAMAW. 

9. The IAMAW and Air Canada dealt with our pension negotiations through a sub-committee of the 
main negotiations committee. This subcommittee comprised representatives of the ex-CAIL 
pension committee, the Air Canada pension committee, District Lodge 140 as well as our pension 
lawyer and actuary. Meetings were conducted by the sub-committee from July 2011 to December 
2011 to reach the IAMAW Pension MOA. 

10. The pension MOA was agreed to by the IAMAW sub-committee but ultimately approved by the 
IAMAW TMOS negotiations committee prior to being brought forward for ratification by the 
membership. 

11. The pension plan is a negotiated benefit that forms part of the collective agreement. Because it is 
governed and regulated by federal pension and income tax statutes it is required to have a 
separate legal registered pension plan text. The plan text defines the rules and benefits of the 
plan. This document binds all parties to their obligations under the terms of the text. However any 
and all changes to the IAMAW pension plan are subject to the normal negotiation and ratification 
process applicable to the collective agreement.  
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12. Because the pension plan is a benefit negotiated under the terms of the collective 
agreement and forms part of the collective agreement any changes to the pension plan are 
ratified by the same single ratification vote cast by each member for the new collective 
agreement as an entire package. There is no separate ratification vote for the Pension 
MOA. 

 
CHANGES TO THE EXISTING IAMAW DEFINED BENEFIT PENSION PLANS 

 
13. The changes to the IAMAW pension plans agreed to in the Pension MOA will be effective as of 

January 1st, 2014.  
a) All current pension plan rules apply for all retirements or terminations from the IAMAW 

pension plans up to and including December 1st, 2013.  
b) Note: Retirements and terminations from a pension plan are always effective as of the 

first day of the month next following your last day of work. Anyone whose last day of work 
is between December 1st and 31st, 2013 will be deemed to be retired from the pension 
plan on January 1st, 2014 and will be subject to the new pension plan rules. 

 
14. Currently Air Canada sponsors and administers two separate pension plans for the benefit of its 

IAMAW employees and retirees. The ex-CAIL IAMAW members are in their own standalone 
pension plan. The Air Canada IAMAW members are part of the Air Canada Main pension plan. 
The Main plan also contains the pension benefits and liabilities associated with the Air Canada 
CALDA, CAW, CUPE, Management and unorganized employees. 

a) Air Canada will establish a single standalone IAMAW pension plan within the Air Canada 
pension Master Trust Fund. All IAMAW members employed by Air Canada and IAMAW 
retirees formerly employed by Air Canada and CAIL will become members of this new 
single IAMAW pension plan.  

b) This standalone IAMAW pension plan will better enable the IAMAW to oversee and 
monitor the performance of our pension assets and liabilities going forward.  

c) The new IAMAW pension plan will allow for greater autonomy and control with respect to 
our member’s pension benefits going forward.  

d) Because of the different pension benefit agreements reached by each of the unions 
representing employees at Air Canada during the 2011 round of negotiations, both Air 
Canada and the IAMAW agree that it is to their mutual benefit to create a standalone 
IAMAW pension plan for administration purposes.  

e) The new IAMAW pension plan will ensure that any actuarial gains that accrue to the plan 
as a result of this pension MOA and future pension plan performance will accrue solely to 
the benefit of IAMAW members and will not be shared with other unions. Actuarial gains 
that accrue to the benefit of other unions as a result of their respective 2011 pension 
deals with Air Canada will accrue to the benefit of their members and will not be shared 
by the IAMAW. 

f) The new standalone IAMAW pension plan will be effective January 1st, 2013 or such date 
as agreed to by the parties. Note: This change to the new IAMAW pension plan is for 
administration of the pension plan only and does not affect the benefits in any way. 
 

15. The milestones to qualify for the payment of an immediate pension are 25 years of service, 
80 points of age plus service or age 65. This is unchanged from the current pension rules. 
 

16. An unreduced pension is payable from the date on which a member attains both age 55 
and 80 points of age plus service. This is unchanged from the current pension rules. 

 
17. The normal retirement age is 65. This is unchanged from the current pension rules. 

 
18. There is a new provision to the early retirement rules of the IAMAW pension plan that makes 

them consensual with the agreement of Air Canada.  
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a) Air Canada agrees to grant consent to these early retirement provisions for the life of the 
collective agreement. The consent is contained in the collective agreement. 

b) This provision is to allow for a change in the way the actuaries can do the solvency 
funding valuation of the pension plan. 

c) Air Canada is bound to give consent to the above early retirement provisions for the life 
of the collective agreement. Note: Under the Canada Labour Code a collective 
agreement is deemed to be in effect and bind the parties to its terms until it is replaced by 
a successor agreement. This is the situation we have been in since March 31st, 2011. 

d) This consent will be renewed with each successive collective agreement going forward. 
e) This same early retirement consent provision is contained in the CAW and CUPE 

pension agreements. 
 

19. Effective January 1st, 2014, Members of the plan who retire prior to attaining both age 55 and 80 
point of age plus service will have their pension benefit actuarially reduced from age 65. 

a) Under the current rules there are two reductions associated with leaving the pension plan 
prior to attaining your unreduced pension date of age 55 and 80 points of age plus 
service. The first reduction is a ratio of your service at the date of leaving divided by the 
service you would have had at age 55. The second reduction is ¼% for each month prior 
to the date on which you would have reached 80 points of age plus service (This equals 
3% per year). The larger of these two reductions would be applied to your pension. 

b) The new actuarial reduction from age 65 is approximately 6% per year but it is an 
actuarially computed reduction and not a true linear reduction. This is similar to the new 
rules for CPP retirement prior to age 65. Note: The CAW and CUPE agreements also 
changed the milestones for payment of an immediate pension to 30 years and 85 points. 
Their unreduced early retirement pension date was also changed to age 55 and 85 
points. The IAMAW pension MOA continues to provide for an unreduced early retirement 
pension at age 55 and 80 points.  

c) There are 6 examples of the current rules versus the new actuarial reductions at 
the end of this document. The first example also compares the IAMAW pension 
MOA to the CAW / CUPE pension agreement. Identical actuarial reductions will be 
found in the CAW / CUPE agreement but they are applied to all pensions prior to 
age 55 and 85 points of age plus service. 
 

20. There is a provision in the MOA that in the event of an involuntary retirement or termination from 
the pension plan by a member as a result of death while in service, total or permanent disability, 
terminal illness or termination except for just cause, the consent will be given by Air Canada for 
an unreduced pension. (This means that the actuarial reduction from age 65 will not be applied to 
the member’s pension under these circumstances) 

 
21. In conjunction with the change in the early retirement reduction prior to attaining the unreduced 

retirement age, the “Air Canada Pensionable Age” changes from age 60 to age 65. 
a) The Pension Benefit Standards Act requires that a commuted value transfer (lump sum 

payout) be available up to 10 years prior to the pensionable age. 
b) Therefore the change in the Air Canada Pensionable Age to age 65 means that the 

commuted value transfer option (lump sum payout) will be available until the member 
attains age 55. This is increased from age 45 in the Air Canada pension plan and age 50 
in the ex-CAIL Pension plan. 
 

22. The normal form of pension will change from the current Joint Life and Survivor 50% 
(J&S50%) to a Guaranteed 10 year single annuity (G10).  

a) This means that your monthly pension payment will be guaranteed for 10 years from the 
date of your retirement in the event of your death at any time during that period. It will be 
paid to your estate or a designated beneficiary. No money is owed to your estate if you 
die more than 10 years after your retirement date. 

b) Single members (at retirement) will also have the option to receive a Guaranteed 5 year 
single annuity (G5) on an actuarially equivalent basis. This means an increased monthly 
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pension benefit will be paid for the entirety of your lifetime but it is only guaranteed for 5 
years in the event of your death during that period. No money is owed to your estate if 
you die more than 5 years after your retirement date. 

c) The Pension Benefit Standards Act requires that all pension plans provide a survivor 
pension for all spouses of plan members. The default survivor pension as per the PBSA 
is a J&S60%. The spouse must sign a waiver form if the member is to receive any 
pension option other than the J&S60%. This is unchanged from the current pension rules. 

d) Members with a spouse (at retirement) will be offered a G10, J&S50% or a J&S60% 
pension option. The pension owed as the G10 normal form will be reduced by 3% to 
provide for a J&S50%. The pension under the J&S60% will be the actuarial equivalent of 
the J&S50% pension. The J&S60% actuarial reduction is based upon the age of the 
spouse. 

e) Note: Air Canada is subsidizing the J&S50% reduction (for members with a spouse) by 
50% to bring it to the 3% reduction value. 

f) Example: If the pension owed to the member under the G10 normal form option is $1000 
per month, it would be reduced to $970 per month if they choose the J&S50% option with 
a survivor pension of $485 per month. If they choose the default J&S60% option it would 
be reduced to approximately $960 per month with a survivor pension of approximately 
$576 per month. Note: The J&S60% example is only approximate because each 
individual case can be slightly different depending on the age of the spouse. 

g) The spouse entitled to the survivor pension will be the spouse at time of retirement. No 
subsequent spouse will be recognized by the pension plan. 

h) Every member’s monthly pension payments are paid to the member for the entirety of 
their lifetime. The options of G10, G5, J&S50% and J&S60% determine the amount and 
disposition of the pension benefit owing and payable upon the death of the member.   

i) J&S50% and J&S60% survivor pensions are paid for the entirety of the surviving 
spouse’s lifetime. 
 

23. The Pension MOA and the new single Air Canada IAMAW plan text and all required supporting 
documentation are subject to the approval of OSFI. 

 
 

NEW IAMAW DEFINED BENEFIT PENSION PLAN FOR NEW MEMBER S 
 

24. Air Canada and the IAMAW have agreed to the creation of and participation in a new federally 
regulated Multi Employer Pension Plan (MEPP) for all IAMAW members hired after the date of 
ratification. 

25. The new IAMAW MEPP will be available to all federally regulated companies employing IAMAW 
members. All pension benefits accrued by the member in the MEPP are portable between all 
employers who participate in the MEPP. This allows the members of the MEPP to change 
companies and continue to accrue service and benefits in the MEPP with any company that 
participates in the MEPP. 

26. The MEPP will be a targeted Defined Benefit pension plan. 
27. All IAMAW employees hired at Air Canada after the date of ratification shall become members of 

the MEPP. 
28. The contribution rates for the MEPP will be 6% for the employee and 6% for the employer on 

all earnings commencing at the date of joining. 
29. Air Canada’s sole responsibility to the MEPP is to remit their required monthly contributions and 

those of the applicable IAMAW members. Air Canada bears no liability for the MEPP. 
30. The exact pension multiplier (the formula that determines the amount of the monthly pension 

payable) will be determined by the actuaries of the MEPP upon plan creation. 
31. The normal retirement age for the MEPP is age 65. Early retirement pensions prior to age 65 will 

be actuarially reduced from age 65. 
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32. The MEPP will be modeled on the existing IAMAW sponsored Ontario registered Labour - 
Management Multi Employer Pension Plan. The IAMAW also sponsors a Quebec registered 
MEPP for IAMAW employees in that province. 

33. The MEPP allows for pooled risk sharing for the members unlike a DC plan. This removes the 
volatility of the investment markets from the timing of the member’s retirement. The member can 
retire at a date of their choosing without having to worry about the market value of their pension 
investment on the date of retirement. 

34. The MEPP allows for a comparatively larger pension benefit to be paid to the member than a DC 
plan per dollar contributed because of the economies of scale. This means that the per unit 
administration costs are lower and the return on investments higher because of the larger asset 
values created by the pooled investments of all the member’s funds.  

35. Members do not have to choose or direct the investment choices for their pension. It is done by 
professional investors hired by the MEPP to the best advantage of all members. 

36. In the United States all IAMAW members working for an airline are members of the IAMAW 
National Pension Plan. It is also a Multi Employer Pension Plan. The IAMAW is the only union in 
the United States whose airline members still belong to a pension plan.  

37. No US airline except American Airlines still has a pension plan for any of their employees. 
American Airlines is currently in Chapter 11 bankruptcy protection and has filed with the US 
federal regulator to windup its pension plans in 2012. 

38. The MEPP will be sponsored by the IAMAW and will be governed by an independent Board of 
Trustees.  

39. Air Canada and the IAMAW will draft and agree upon all of the required plan documents and texts 
required for the establishment and registration of the MEPP. 

40. Benefits under the MEPP will be reduced to the extent that they are underfunded in the event of 
plan termination and windup.  

41. Under the CAW and CUPE Hybrid pension agreement for new hires the employee contribution 
rates into the existing Air Canada CAW DB pension plan are 0.595% and 1%. Contributions to 
the DC component of the hybrid plan are 0 – 2% for the first 5 years, up to 2.5% for years 5 to 15 
and up to 3% after year 15.  

42. Under the CAW and CUPE Hybrid pension agreement for new hires the benefit from the existing 
Air Canada CAW DB pension plan is in accordance with the rules of the June 2011 CAW pension 
agreement for their existing DB pension plan (30 years of service, age 55 and 85 points of age 
plus service or at age 65). 

43. Under the CAW and CUPE Hybrid pension agreement for new hires the Air Canada contributions 
into the existing Air Canada DB pension plan are as required by the solvency funding deficit of 
the plan and OSFI funding regulations until the plan is 100% funded and zero thereafter. Air 
Canada’s contributions to the DC component of the hybrid plan are 100% of the employee’s 
contributions for the first 3 years, 135% for years 4 to 6 and 175% of the employee’s contribution 
rate after year 7. (Note: 175% of 3% equals 5.25%) 

44. Under the CAW and CUPE Hybrid pension agreement for new hires rates the benefit from the 
new DC pension plan is entirely dependent upon the contribution rate chosen by the employee as 
well as the investment performance of their DC plan assets up to the date of their retirement. 

 
 

IMPACT OF THE NEW IAMAW DEFINED BENEFIT PENSION PLAN ON THE 
EXISTING AIR CANADA DEFINED BENEFIT PENSION PLANS 

 
45. Defined Benefit pension plans are not pyramid schemes. They do not need new entrants to pay 

for the pensions of older members. The plans are designed by the actuaries such that each 
member’s contributions and the investment income generated by those contributions during their 
time in the pension plan fund each member’s own pension.  

46. The only exception to this is the shared life expectancy risk amongst members of the pension 
plan. Almost none of us will die at exactly 84.2 years of age but on average we all will. These 
types of demographic averages are how actuaries choose the numbers for their valuations of the 
pension plan. Some members will die before the average life expectancy age and some will live 
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longer. This is part of the shared risk of the plan design but there is no intergenerational transfer 
of funds that requires younger workers to pay for retirees like Old Age Security. 

47. Air Canada currently sponsors 11 pension plans for its employees. Five of those plans are for ex-
CAIL employees. All 5 of those plans have been closed to new members since Air Canada 
purchased CAIL in 1999. None of these plans have accepted a single new member in the last 13 
years. All Air Canada employees hired since 1999 have been placed into their respective union’s 
Air Canada pension plan.  

48. As at January 1, 2011 (the most current figures) the Air Canada Main Pension Plan (for all AC 
employees except ACPA and Executives) had a solvency funding ratio of 82.8%. The ex-CAIL 
pension plans have solvency funding ratios ranging between 81.1% and 83.0%. The ex-CAIL 
IAMAW pension plan has a solvency funding ratio of 82.9%.  

49. The existing Air Canada IAMAW pension plan (like all of the other Air Canada bargaining unit 
pension plans that have just been closed to new members as a result of their new pension 
agreements) will not be detrimentally affected by its closure to new members. 

50. The new MEPP has been designed with employee contribution rates (6%) and expected future 
pension benefit payments that will closely replicate the existing Defined Benefit pension plan 
employee contribution rates (5.25%/ 6%) and pension benefit payments. 

51. The major benefit difference and cost reduction for the new MEPP is the elimination of the 
enhanced early retirement provisions. All early retirements are actuarially reduced from age 65. 

52. The major benefit that cannot currently be replicated by the MEPP is the age 55 and 80 point 
unreduced early retirement provisions of the existing Air Canada Defined Benefit pension plan 
because of the high associated cost. The MEPP is being designed to provide a financially sound 
platform from which it will be possible to add enhancements in future rounds of bargaining. 

53. The MEPP is being designed such that going forward any two IAMAW employees working side 
by side, one in the existing DB pension plan and one in the new MEPP who have similar incomes 
and similar periods of service should receive similar pension outcomes. Their contribution rates 
will be similar (as above) and they should expect to receive similar monthly pensions from both 
plans based upon similar incomes and periods of service in the plans at the normal retirement 
date. 

54. This similarity in design is based upon two major considerations. First is to provide a good living 
wage pension similar to the existing DB plan to the extent possible. Second is that by doing so it 
will lessen the possibility of future workplace conflicts between members in the existing DB plan 
and members who will be in the new plan. The intent is to have two groups of “haves” and not 
one group of “haves” and one group of “have nots”. 
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