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July 2012 

Supplemental information on lump sum payments 
payable from the Pension Plans 
 
Since 2003, OSFI has imposed conditions on lump sum payments payable from the Air 
Canada defined benefit pension plans. This note summarizes the conditions and the 
impact for employees eligible to receive a lump sum from the pension plan. It has no 
impact for employees electing to receive an immediate monthly pension or a deferred 
pension.  
 
If you consider leaving the company you should read this note carefully. This information 
could affect your decision. 
     
What will I receive from the pension plan if I leave the company? 
 
In accordance with the pension plan rules and depending on your age and number of 
years of service, when you leave the company you are entitled to one or more of the 
following pension options: 
 

1. Lump sum payment representing the value of your total pension benefits; 
2. Deferred pension payable from your pensionable age, or; 
3. Immediate monthly pension  

 
However, in accordance with October 20, 2009 OSFI directives applicable to employees 
terminating on or after July 6, 2009, if you are eligible to receive a lump sum payment, it 
is possible that only a portion can be paid immediately. That portion varies based on the 
solvency ratio of your pension plan and depends on the value of your pension benefits.  
 
What is the portion of my pension benefits that can be paid immediately? 
 
If the value of your pension benefits is above a certain threshold (usually around $6,500), 
only a portion of the value of your pension benefits can be paid immediately. In that case, 
the value that can be paid immediately is determined by multiplying the value of your 
pension benefits by a “transfer ratio” (usually around 60%). If the value of your pension 
benefits is below the threshold, you can receive the full value immediately. 
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What does that represent if I leave the company in 2012? 
 
For employees who leave in 2012, the threshold amounts and “transfer ratios” which 
depend on your pension plan are as follows: 
 
Pension Plan Solvency 

Ratio as of 
January 1, 
2012 

You can receive the 
full value of your 
pension benefits 
immediately if it is less 
than (the threshold):  

Otherwise, you can only 
immediately receive the 
following “transfer 
ratio” of your pension 
benefits: 

Air Canada Pension 
Plan (Main Plan) 

72.2% $6,939 63.9% 

Air Canada Pension 
Plan - Pilots 

73.7% $7,325 65.8% 

CAIL IAMAW 72.2% $6,939 63.9% 
CAIL CUPE 71.9% $6,863 63.5% 
CAIL CAW 70.7% $6,575 61.9% 
CAIL CALDA 70.0% $6,423 61.0% 
CAIL Pilots 73.4% $7,240 65.4% 
CAIL Management 86.4% $14,153 82.3% 
 
How are the transfer ratio and the threshold determined? 
 
The “transfer ratio” depends on the solvency ratio of the plan and is determined as 
follows:  

 
[Solvency ratio of your pension plan - (1 - Solvency ratio of your pension 
plan) x 30%] 
 
For example, if the solvency ratio of the pension plan is 72.2%, the “transfer 
ratio” is 63.9% i.e. 72.2% – (1 – 72.2%) x 30% = 63.9%.  
 

The amount remaining in the plan is called the “transfer deficiency” i.e. 36.1% of the 
value.  

 
The threshold is determined as the level where a transfer deficiency equals 5% of the 
YMPE.  So the threshold is determined as: 
 

5% times the YMPE divided by (1 - transfer ratio) 
 
For example, for 2012, the YMPE is $50,100 and 5% of the YMPE is $2,505.  
So, if the solvency ratio of the pension plan is 72.2%, then the “transfer ratio” 
is 63.9% (as above) and the threshold is: 
 
 5% x $50,100 / (1-63.9%) = $2,505 / 36.1% = $6,939 

 
As per the directives: 
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 If your “transfer value” is less than the threshold (see in the above table), the full 

value of your benefits can be paid immediately.  
 

 If your “transfer value” is greater than or equal to the threshold (see in the above 
table), you can only receive the “transfer ratio” of your pension benefits 
immediately. 

 
Can you give me some examples? 
 
Example with partial payment:  You are a member of the Air Canada Pension Plan, 
terminated your employment in 2012 and are entitled to a transfer value of $50,000. 
 

 In accordance with the directives, you are entitled to receive immediately $31,950 
(63.9% of $50,000) and the balance at a later date. 

 You cannot receive the total value of your pension benefits immediately because 
your transfer value exceeds the threshold of $6,939.  

 Your transfer deficiency of $18,050 ($50,000 - $31,950) will be payable at a later 
date, with interest. 

 
Example with full payment:  You are a member of the Air Canada Pension Plan, 
terminated your employment in 2012 and are entitled to a transfer value of $5,000.  
 

 You can receive the total value of your pension benefits immediately because this 
value of $5,000 does not exceed the threshold of $6,939.   

   
If I cannot receive the full value of my pension benefits immediately because it 
exceeds the threshold, when will I receive the balance (transfer deficiency)? 
 
Based on current OSFI’s directives, the transfer deficiency cannot be paid earlier than 
January 1, 2014 but no later than five years after the first payment.   
 
Interest will be added between your date of termination of employment and the date of 
payment.  
 
The actual timing of the balance of payments will be determined by the company and will 
consider the impact of the transfers on the plan as a whole.  However, please note that 
OSFI can issue revised directives any time and change the date of payment of the transfer 
deficiency.     
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Until when are the current OSFI directives applicable? 
 
Current OSFI’s directives will continue to apply until they issue revised directives. As a 
result, the formulas described above to determine the threshold and the transfer ratios will 
remain appropriate for termination of employment in future years if no revised directives 
are issued. However, the transfer ratios and thresholds will be revised every January to 
reflect the new YMPEs and again every July to update the solvency ratios to reflect 
results of future actuarial valuations.  Should the transfer ratios and thresholds change 
between the date your termination package is produced and the date of payment, the 
values at the date of payment will apply to determine the portion you are entitled to 
receive immediately.  If there is no solvency deficit under the actuarial valuation, lump 
sum amounts will be paid in full. 
 
Please note that OSFI is allowed, in accordance with the legislation, to issue directives at 
any time. 


